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IMPORT QUOTAS LEGISLATION

WEDNESDAY, OCTOBER 18, 19067

U.S. SeNaTte,

CoummiTTEE ON FINANCE,
Washington, D.C.

The committee met, pursuant to notice, at 10:03 a.m., in room 2221,
New Senate Office Building, Senator Russell B. Long (chairman)

residing.
P Presegt: Senators Long, Smathers, Anderson, McCarthy, Hartke,
Ribicoff, Harris, Williams, Bennett, Curtis, and Dirksen.
(The committee press release announcing these hearings follows:)

[Press release, Commities on Finance, dept. 30, 1967)

RussxLy 3. Lonag, CrairMaN, ANNOUNCES ComMmiTres Hxamrings oN IMroar
QuoTa LxaistaTioN

Senator Russell B, Long (D., La.) Chairman of the Senate Finance Com-
mittee, todar announced that the Committee will hold three days of publie
hearings beginning October 18, on va: iou:dfropo-d: to impoee import quotas on
specified commodities. Amoug the commodities on which he indicated testimony
would be taken, Chairman Long mentioned oil, meu!, lead and sinc, lextiles, steel
and dairy products. With the exception of steel, bills dealing with these com-
moditics have been introduced in the Scnate. Steel has been the subject of a
year-long study by the Committee stafl.

The Chairmun reported that because considerable intercst had been expressed
by legislators for imposing quotas on all of these commoditics, the Committee
was setting aside time for those in favor of guotas and those opposed to them to

resent their cases. He stressed, however, that the enumeration of commodities
described should not be construed to bar statements with respect to other

oducts.
prSeuutor Long indicated that since the hearing was not to exceced three :ﬂ"
it would be necessary to limit the number of witnesses who would be able to (]
oral statements. He stressed that it was important for persons with common
intercets to consolidate their statements so that one spokesman could present
the similar views of several like-minded &oupo. Persons who will not be scheduled

to present a nal statement to the Committes may submit written cPapers for
the record. These papers will be given the same consideration by the Committee

as though they had been deliv orally. Witnesses who are scheduled to aopfen
are to make their statements as-briefl as possible to conserve the time of the

ttee.

Leading off the hearing will be spokesmen for the Administration. Representa-
tives of the State Depnt:nent, Commerce D'orumnent, Interior Department and
the Agriculture Demnntwmbohend. th respect to those commodities on
which quotas have posed which fall within their jurisdiction.

Thoes to cipate in this should make their request to
Tom Vail, Chief Counsel, Committee on oe, 2237 New Senate Office Building,
no later than Priday, October 7. All statements should include a sheet
and mbmmmhwbomudwnu should be sub to
the Committes the day before the witness is to . Chairman Long d
mmgbh coatribute written statements to luimlt them no later

1



2 IMPORT QUOTAS LEGISLATION

The CHalrMAN. This hurimslwill come to order.

;Thhis morning we commence hearings for 3 days or perhaps longer
with regard to proposals to impose quotas on certain imports that
have been submxp:otod to the committee for consideration.

We have with us today several of the outstanding public ervants
of this country: the Secretary of State, Mr. Dean Rusk; the Secretary
of Agriculture, Mr. Orville Freeman; we are honored to have both of

‘ou, and we are honored to have the Secretary of the Interior, Mr.
stewart Udall; the Secretary of Commerce, Mr. Alexander Trow-
bridge; and Ambassador Roth, the Special Trude Representative of
the ident and the principal U.S. negutiator in the Kennedy round

of trade agreements, i
believe our first witness will be the Secretary of State, Mr. Dean

Rusk. .
If it is agreeable with the committee, in order to expedite the hear-
ings, I suggest we permit the Secreturies to make their statements
first and then, haviug the full statements before ux, we will try to limit
ourselves during the first round of questions and after that we will
proceed as the committee wishes.

Mr. Secretary, we extend to you and your colleagues a hearty wel-
come. It has been a long time xince I have welcomed such an arrny of
executive talent befure this committee. It attests to the imporiance
which you must attach to the legislation on which we are taking
testimony. I might add that many of us in the committee and in the
Senate attach great importance to this same legislation.

We recognize that the United States plays a major rvle in foreign
trade. It is the world’s greatest single market. Our exports, now run-
ning at & rate in excess of $30 billion & year, constitute about 16 per-
cent of total world exports, even though in relation to our gross na-
tional product, they are only 4 percent. Our imports are only slightly

ess, -

We would like to keep it that way or even improve it to help our
balance of payments. But with imports coming in under conditions
which prevent domestic producers from competing fairly with non-
tariff barriers to U.S, exports springing up around the world, it is
time sumeone began to show a little concern for our own people.

The Secretary of Agriculture is guing‘ to tell us this morning that it
was protectionist trends in Europe which caused the troubles of the
U.S. dairy indu:;&y as export programs of Kuropean countries auto-
matically dumped surplus dairy products on the world market at
distress prices.

Our Finance Committee staff is °°"","°“"'f work on a report of the
impact of steel imports. It is going to show that the same situation is.
largely behind the sharp hikes in U.S. steet imports.

he European markets are substantially closed to Jupanese textiles
and many other of their products. Their protectionist attitude—in
some instances, they don’t even grant most-favored-nation treatment
to the Japanese—forces Japanese products, produced at wage rates
far below our own, into the U.S. market.. .

As for petroleum, if it were not for the administrative quota now
applied, the t differential in {oceign oil costs would mean that
practically all of our oil would be imported and there would be no
domestic industry. It costs $3 & barrel hero, but foreign vil can be aid
down in this country at approximately $1.30 a barrel.
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Now, before you gentlemen begin your statements, let me express
the hupe that you will provide answers to these questions, demonstrat-
ing that unilateral action in trade matters is not limited to this
oountry.

What happened to U.S. tobacco exports to Australia when the
decided to grow their own? The action Australia took was unilateral.

What happened to the U.S. chicken exports to the Common Market?
The action the Common Market took in that instance was unilateral.

What happened to U.S. exports to Great Britain when tbhey uni-
laterally imposed a tariff surcharge on virtually all their importa?

What happened to U.S. leather exports to Japan when they decided
to ‘)luce an embargo on our producers? In that case the action was
uniluteral aguinst us.

What is going to happen to U.S. nﬁricult\md exports to the Common
Maurket when they raise the variable levy again? We know it is coming.
What happened when they raised it last time? That is » unilateral act
and I might add the variable levy ix one of the most diabolical devices
in restraint of trade that the mind of man has yet conceived.

This hiearing today does not concern a matter which can be branded
simplistic “free trade” or “protectionist” labels or xlogans. There are
pruLlems for many industries and workers in this country, due to
sharp increases in inports, Many members of this committee, includ-
ing thin Senator, worked hard for the Trade Expansion Act of 1962,
but we are keenly awure of the manifold problems at howme, and we
are going to find solutiona for them.

A score of U8, industries have come under increasing competition
from imlmrta. This Nation bhas thrived on competition, and “Yankee
tradems,” if given an equal opportunity to compete, will strengthen
this country. But there are numerous indications that the rules of
competition are not equal. [ have cited some. I will just mention o
few other barriems which foreign countries bave established against
U.8. trade, some of which seemn to be occuring even after the Kennedy
round a\;{raement: The increase in Kurvopean protectionism under the
variable levy system, export subsidies, import equalization fees, border
taxes, cartels, government procurement practices, dumping, import
quotas, and a host of administrative tices and procedures, which
while not written into law, nevertheless constitute an «foetive wall
aguinst imported products and against our exports. These are cases
in point,

'5\1'0 do not want to deny nnybodi”a fair access to our markets,
nor do we like it when others act unilaterully to shut us out of their
markets. Not ouly is our market the greatest in the world, but there
are fewer nonum% barriers here than anywhere else. If foreign coun-
tries can erect nontariff devices to substitute for tariff barriers which
are coming down around the world, the United States should demon-
strate that it, too, has ingenuity in this respect. Otherwise, we are
guing to becowne patsies to the rest of the world and U.S. industr
and employment is going to be sacrificed in a blind effort to “‘uphol
our international commitments.”

Try explaining to a U.8. textile worker who just lost his job because
of rising unports that it is all in the national interest, Tell that to his
family. Tell them their father was laid off o we could keep our “in.

ternational commitments.”
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We here in Con have another commitment—s commitment to
our own peuple. E;o hope these hearings will bring out the facts
involved in each situation and their r‘m:g cations.

T want to make it clear that the committee has not prejudged the
situation. We want to hear from all sides, examine all the {acts, and
then determine the course of action that we feel is in the best interests

of this Nation. )

Senator BENngTT. Mr. Chairman.

The CualrMaN. Yes. .

Senator BEnNeTr. Mr. Chairman, I have a statement that I bo;&od
to get in the record before the testimony began. I would like to offer
it.' or the record and take less than a minute to highlight my point

view.

Mr. Chrirman, I think the serious problemas caused by foreign
imports must be faced. The fact that there are four members of lgo
President’s Cabinet this morning indicates that tho adiuinistration’s

ition will be very well nted, and its story very well told.

here are, of courre, two sides to every question, and the real service

that is being rendered here is the oﬁpprtpmty for the injured American
industries and parties to present their side.

I think it is very important in dealing with this whole problem that
we understand at the beginning that the several industries, particularly
those related to agriculture, who will be heard here are not asking that
foreign exports be excluded. These purties who will testify will testify
for & variety of quouta systems, aund they realize that the United States
must import if it hopes to export. .

Utah 1is an inu;orunt producer of domestic mink, and our mink

ple will come later asking only that import quotas be pegged as
Ki.:h as 40 percent of domestic consumption. To e that appears to
be very generous, particularly when one considers that the American
market was originally developed by American producers rather than
the foreign importers who are now taking advan of it.

Mr. Chairman, I want to thank you for scheduling these hearings
during the course of which producers of many products now being
injured by imports will have the opportunity to tell their story.

(Senator Beunett's statement follows:)

Starsusnt oF Hon. WaLtace F. Bannsrt, o U.8. Saxaton
Frou tum StaTE OF UTAN

I am very picased that the Chairman bus seen fit to conduct these hearings.
The serious problems caused by foreign imports muat be faced. I'm sure that
the Administzation will tell its story very well. There are, of course, two sides
t.oevor{pmblem. and the real service that is being rendered here is the oppor-
t

tunity for the injured industries and partics also to be heard.
There will be & t deal said here about free trade. It will have the support

of the Administra the acndemic world and the nations and f industries
m L]

that benefit from it at the expense of American furmers
out this land there are farmers and businessmen who, in spite of very efficient

mﬂon‘n. are fin it most dificult, An:‘:n some ‘:uu luz:dblo.dt? te
imports. For once someone must listen to their
undumusmhbhnlummmbﬂound. T, an

lmulthmyhﬁrtmthduungwiththhwhdo that we under-
e e teaprores bo enctudad. “Thase. pastios who wil teetify 1or & varioty
u ) or &

of quotas realise that the United Sta 4 A
mmﬂuwnmumnmmmmmmm United

|
i
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States. Thoy are only that import practioss bs examined and where necce-

sary brought into proper
t is unfortunate that the agricultural parity ratlo is only 73 at the present time.
Many dairy, cattle and mink farmers are being driven off their farms through no
fault of their own. | know what the free traders would say about that situation.
However, thess independent businesumen face the prospect of losing & major

investinont, and in some casce their life’'s savings.

Utah is an im t producer of domcstic mink. Our mink people for instance
t lmponquombopogpduwpemtdt’o”&mhoouump-

:l':n.w‘{’“un&n poars to be particularly whe oousiders
0 me vory genero when one
that the &m wumd.gnttaun r:'bo d.vdopes almost solely by the

A o T ple are only asking that loopholes and svasive practioss
an are on. anag ¢ ve
which have ured their operations be closed.

soriously ra
Our n;lgt‘ dalry and meut producers have found no longterm remedy to the
im em. y are {oroed to live with (wly flugtuations, market changes
and cheap imports to the extent that miuk farming, dairy farming aad ecattle

production have become a hasardous economio venture.
Our lead and sine uoers only ask for a fair share of the American market.

The same can be for the domestie ol industry,

Mr. Chairman, again I want to thank you for sehoduling these hearings.

Senator SuatTrmrs. Mr. Chairman, I wonder if 1 might make a
very brief statement as long as this seems to be the practice. As long
as you say the committee has not prejudged this matter and to prove
there is a diveraity of ?ginion about it, I would like to say as one who
has supported very enthusiastically the Trade Expansion Act of 1962,
and who also applauded very enthusiasticully the results which we
achieved at the Kennedy round in Geneva just this past year, and
believing that what was achieved will be helpful to our overall econ-
omy, I must confess, Mr. Chairman, that I huve grave doubts about
the wisdom of holding hearings at this tinie with respect to quotas on
specialized commodities before we have eveu given the ts of the

ennedy round an opportunity to work or bo?elt. .

Furthermore, I have additional doubts as to the wisdom, if I have
read correctly, of taking any nt.e&o- which might attach the quota bill
totho-wdﬁdoociducuntyb I think the social security bill is
an essential bill and to get it involved with any sort of a quota
bill to which it has absolutely no relationship is very dangerous insofar
as the 20 million elderly people in the United States are concerned
who are de ing upon us passing a social security bill this year.

So I shall sit back and wait and observe these hearings. But I do
so with grave misgivings. I believe, as the Senator from Utah has
said, our country has been made t in many respects hecause we
have been willing to import in order to export. And I believe we can
meet overall any type and character of competition, and I think that
our economy is strong today primarily because of our willingness to

compete through the world.
Senator HarTxs. Mr. Chairman, I would just like to ask a question.

I understand that the Cabinet members are to be called to a meeting,

to & Cabinet meeting at 12:00. As a matter of procedure is this goi
to be the full oxt::? of the opportunity to question these mamw

The CrairMaN. No; not at all, Senator Hartke. This is Jate in the
session, as you know, and if we are going to vote on these proposals
that have ouﬁgenud we will bave to abbreviate the heari
insofar as we can. I certainly hope to offer every Senator the same
opportunity that I would accord myself to ask questions of the wit-

83-468—4T—pt. 18
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nesses, and I have no intention of cutting off axono. In fact if you
want to make a statement at this time go right ahead.

Senator Risicorr. Just one comment, Mr. Chairman. While I am
& cosponsor of some of these pro think it would be the height
of shocking i resg:mibdit to try to tie this on to the social secunty
bill. This would be & great disservice to 22 million Americans who are
waiting the results of the social security improvements that have been
advocated. I hope that we will keep our perspective and, while we may
have a difference of opinion on trade matters, we won’t tie this to the
social security bill and thereby kill social security for 22 million people.

The CuatnMaN. Senator Harris, do you desire to make a statement?

Senator Harmis. Mr. Chairman, I have a statement from my senior
colleague, Senator Monroney, who is presiding, as you know, over the
Post Office and Civil Service Committee this morning and could not
be here aud I would just ask that at the appropriste place in the

hearing that be inserted in the record.
The CuatruAN. That will be done. (See p. 362.)
Senator ANDERSON. | do have a statement, but I thought because

of the size of the crowd I would like to file it.
The CuairuaN. Thank you very much, Senator Anderson.

(Senator Anderson’s statement follows:)

StaTEMBNT OF HOoN. CLINTON P. ANDERsON, A U.8, 8ENATOR .Fnou THE STATS
or New Msaxico, on Inroxr Quora LxaisLatioNn ror LEap-Zinc, OiL, AND

Porasu

Mr. Chairman, I bring to this committee's attention the problem of three of
this nation's strategio industrics: lead and sine, oil, and potash. Theso industrics
are vital to our national defense and all are of extreme mportance to the State
of New Mexico. I balieve that legislation must be enacted or some kind of action
is cssential if we are to provent forvign imports from jeopardising the continued

stability of these industrics.
LBAD-BINC

As the members of the Finance Comnittee know, adequate supplies of lead
and sinc are basic to our national sccurity and the development of our economy:.
Our country is bicssed with substantial reserves of these two metals, but despite
increasing demand, the domestic industry has been characterised by peaks and
valleys in its operations and in the financial return from those operations. Nue-
oessive Cougruvssional and Tariff Comunission hoarings have cstublished the fuct
that this dangerous and unwholcsome instability is the direct result, in large part,
of exccssive imports from low-wage-cost mines ovarsens.

The domentio les 1-sinc industry, as in the case of any other lurge-scale industry,
requires stability. The American economy and security must not be dependent
upon foreign countries whose governments might not always be fricndly to us in
an hour of need.

Also, ] am certain that many members of the Committee are aware that for n
substantial number of yenrs now I have vi usly advocated logislation to help
stabilize the domestie Iead-zine industry. There is before this Committce at the
goment time 8. 289, a bill which I spousored for myself and 27 Scuators from

th ics. This measure would provide flexible quotas on imports of lead and
sino for a five-year period beginning on the date of enactment. These quotas
would come into effoct only if needed when supplies of aither metal on hand reached
levels considered excessive to normal requirements. It is not, and I wish to em-
phasise the “not,” a price-fixing measure in any sense of the word nor is it a
subsidy measure. Nor does it establish ri#d import tonm Rather, forcign
supplicrs are guarantoed a share of the United Statos et, and this share
ocannot go below a fixed minimum, distributed on a country-by-country basis.
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Thus, the proposed legislation providcs & measure of tion and incentive
to opurautors pol the domustic mining und smelting industry by stubliziug ore
luppnu and metal stocks in relation to consumption at reasonable market prices
based on normal operations of supply and demand. The smelting and refining
industry will be assured of adequate raw material supplies to maintain their
0 ons and friendly exporting nations will have a fair share of our markets.

] com:‘mef will p:ihm tl:: bu::i ts with the producer through long-term market
stabilit metal price and supply.

The Interior Committee, which has initial responsibility for mines and mining
ﬁnnlly. and for the development of mineral resources of the publie domaibm
d hearings on 8. 280 in April of this year and favorably reported it. The

was then properly re-reflerred to this Committes.

Mr. Chairman and members of the Committee, 1 am not wedded to the flexible
quota approach provided in & 289. However, 1 am firmly convinoced from the
mmdo?thohuﬂnpomtbeyemb the Interior ttee and by the Tariff
Commission that our domestio lead-sino industry does need assistance through
legislation. Action through the Tariff Commission or by the Executive Branch hus

ved futile, Clearly, the responsibility is one for the Congress to shoulder at

his timne, and I most earnestly urge that the Finance Committee answer the need
for initial action either through 8. 289 or some other legislative vehiole.

olL

As a citisen and senjor Scnator from a state in which lies & substantial part of
the great Permian Basin, one of the greatost ene:)u reservoirs of our nation, I am
also vitally interveted in the oil import program. On the working of this program—
on its success or failure in fultilling its stated objective of pronoting our national
socurity—depend the continued conservation and development of this vast
natural resource, and the livelihood and well-being of many thousands of my fellow
oitizens of New Mexico.

Of course, the issue is fur greater than the well-being of a lhglo state. [t is
esscntial to all the le of all of the statvs that we have a viable domertic oil
and gas Industry. We must not be dependent upon foreign imports. So vital is
this matter to our national accurit{ that I do not think it should be left wholly
to administrative discreation as it now is. Therefore, I have joined with the
distinguished chairmaun of this Committee and 27 other Senators in sponsoring
8. 2332. 1 do not contend that this bill is noccssarily perfect in its present form,
but in principal we belicve it would go a long way in solving the oil import prob-
lem. But I am convinced thut control over imports of oil should be the responai-
gm:y of Cougress and the subject of legislation duly cousidered and acted upon

y it.
POTABR

The production of potash is another imﬁ):rmnt domestic industry that is having
its troubles. Although it is recognised that there is room as well as a need for
imports of various strategic materials such as potash, it must also be recogniszed
that our nation's security is dependent, to a ¢ extent, upon a stable domestio
industry capable of supplying t same mate In the case of poiash, I need
only remind you of the trcmendous problems this nation faced during World War 1
when almost all {)otmh imports were cut off without a domestic Industry upon
which to fall back.

Today the potash industry’'s very existunoe is being threatened by ever in-
creasing imports. In New Mexico, potash is the state’s largest mining indusiry
employing approximately 4,000 people with an annual payroll of million
having salos of over $111 million and pnyintﬁ over $10 million in annual
local and state taxcs and royalties and over $10 million in annual Federal taxes.
In 1962, potash mining was launched on a large scale in Canada. Since that time
the production and sale of Canadian potash has grown by lcaps and bounds.
Today, potash has become 80 competitive for the United States market
that the Bureau of Customs has recently instituted anti-dum
t0 ascertain whether or not potash is being imported in violation of the Federal
M&Dm.&ct.

Btytuptod to inm(ng and“lo; ‘n“:h:v:oCsudSM
ucers moving scgmen '

result, our domestie indus hmmmdlhﬂnm‘

The total disappearan s meaningful domestic

o
possibility.
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1 thank the Committee for the opportunity of presenting my views of these
maiters, especially as thoy relate to the economy of the State of New Mexico.
{ am hope \:'l”t:hs theso hoarings will asaist us in reaching the right solution to

Secretary Rusx. Mr, Chairman and distinguished Senators——

Senator DirkszN. Mr. Chairman, {oq haven'’t asked me yet.

The CaalrMAN, Senator Dirksen, I didn’t call anyone but certain
Senators who indicated they wanted to supplement what I said in the
opening statement of the chairman, and I accorded them that rnvxlego
{h:asmwnlty respect & similar statement from the minority leader of

ate.

Senator DirkszN. I just want to express my pride at the oppar-
tunity to sit in on a cabinet meeting. [Laughter.]

The CuairMaN. Thank you very much, Senator,

Secretary Rusk. Thank you, hairman.

The C'uatrmaN. I would suggest that we permit the statements of
the Cabinet officials to be made, because I know that there is s meeting
at the White House at which the varivus Secretaries of the Depart-
ments are expected Lo be present. 1 will try to see that every Senator
has a chance to ask at least one or two questions and we will resume
any questions in discussion we want wiﬂ: the President’s Cabinet at
some future point, perhaps tomorrow or later when they are availuble
to us. But there will be representatives of each Depurtment available
this afternoon as well. Will you proceed, Mr. Secretary?

STATEMENT OF HON. DEAN RUSK, SECRETARY OF STATE

Secre Rusx. Thank you, Mr. Chairman and gentlemen. With
regard to Senator Hartke's rewnark, the other Cabinet meeting has
been deferred for about 45 minutes so we do have a little more time
here this morning.

It is a great pimsuro for me to appear here with my Cabinet col-
leagues to comment on the international economic and political
implications of s unilateral retreat to protectionism affecting large
sectors of our national economy.

I am sure that all of us here realize that the matter before us is one
of fundamental importance. For 33 years it has been the policy of the
United States to lower, on the basis of reciprocity, barriers to inter-
national trade. This policy has served our Nation well. It has con-
tributed, I believe—especially since the Second World War—to the
remarkable rise in our national prosperity and in the standard of
living of our people. At the same time it has served our vital interest
in promoting world peace, by helgir:g to make it possible for other
nst(i:m to obtain the goods which they need from abroad through
tra
Recently, another major advance in freeing world trade was
achieved: the successful conclusion of the Kennedy round negotiations,
Your committee now has before it proposals which, if adopted, would
not only destroy the advance made in the Kennedy round but reverse
s lonﬁsunding national policy. The consequences of such a repudiation
would be critically detrimental to our basic national interesta.

We live in an age when nation states can no longer afford the
luxury of indulging in sudden actions which affect others without the
most careful scrutiny of the probably repercussions. If we glance
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back a few decades, we find the interdependence of the world economy
had even then reached a point where unilateral actions on a grand
scale were self-defeating. Thus, an effort by this country to isolate
itsell from the world economy through the Smoot-Hawley tariff led
to oﬂutﬁ.r:ﬁiuctions by others, resulting in a spiral of trade restrictions
whose invidious effects are only now—37 years later—on the verge
of being eliminated as a major force in world affairs.

The name of one of my distinguished predecessors, Cordell Hull,
immediately comes to mind when one reviews the recent tariff history
of this country and our championship of the cause of lowering barriers
to trade. I in no way minimize his tremendous contribution if I observe
he has had lots of company. Democratic and Republican administra-
tions alike—from Roosevelt to Lyndon Johnson—and the Congress
too, have cunsistently supported L{: broad thrust of the same foreign
trade polic{. This has been so whether or not the majority in Congress
has been of one party or another, and whether or not that majority
has been of the same party as the President.

The reasons for this consistency are not, I believe, very difficult to
find. First, there is the fact that a policy of trade restrictionism had
been tried and found to be a failure. Secondly, the extraordinary
growth of science and technology gives an entirely different dimension
to the old, respected, and sound theory of comparative advantage.
Modern industrial society is built around the concept of productivity:
high output at low unit costs. Our comparative technological lead,
plus our higher labor costs, has made it more and more to our advan-
tage to have the access to world markets made poesible by a liberal
trade Policy. For, in the familiar phrase, “‘trade is a two-way street.”
I don't apologize for using that cliche, because it expresses a basic
truth—a recality which is vital in maintaining the prosperity of this
country and the entire fabric of international cooperation we have
constructed so carefully over the ﬂours.

. Let me emphasize that the Department of State’s approach to
‘uamnstiqn:ll trade is ng; :.\hl:orgdcd.bw.o are deeply concerned with

o tic blemns erican business—its own nanagers,
and l:\r'o‘:km. Xr:u-ong national economy is the indinpu::hlo founda-
tion for our national security, and for our efforts to organize a reliable
peace. Promotion of our national economic growth has been an objec-
tive of our foreign policy since Benjunin Franklin first went abroad as
our first A or to stimulate the trade of this country.

Five years ago especially I instructed our chiefs of mission abroad
to take an active nal role in assisting American firms to expand
export markets. Where our products have been subjected to un-
warranted restrictions, we have negotiated to remove such restrictions.
I méul!,ononooocmonmndosu'ightoBonnt.odhcumchickmmth
the hancellor of the Federal Republic of Germany.

I might insert here just a comment, Mr. Chairman: we are aware
of the variety of restrictions to American exports that we find in other
ocountries; and we are constantly wrestling with those. I think never a
week goes by without some serious discussion with other govern-
meuts :bout some a{‘ tg; very rostrictions whx;gl.n m t:lakod d; ut. I
am not s ting in any sense, we are ender or are
oonddui:‘moming only offender in this oom matter.
Thore o ek 15 b done 1 terts of what ohey porcioemente. axs
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to do on their side to open up the channels of more liberal

We have greatly expanded our to assist American business-
men to do more business a . Over 10,000 trade opportunities &
year are uncovered by the U.S. Foreign Service and disseminated to
:homl'f.s. business community through Department of Commerce

aclities

All dynamic businessmen want more business—for them, there is
no such thing as enough. This quality bas had & lot to do with the
growth and performance of our economy. But resort to political action
to obtain governmental intervention in behalf of a particular industry
raises serious problems, when one of the consequences would be damage
to some other American producers. If, as a nation, we wish to sell, we
must buy. Realistically, we cannot talk about chipping away half of
tltlﬁ Kgﬁilfedy round without talking about losing the benefits of the
other half.

Let us suppose that all or most of the restrictions on im&ons cur-
rently being considered were put into effect. What would other coun-
tries do? Would they issue grotest.s, make nasty speeches and criticize
us? They would do a great deal more than that. They would undoubt-
edly sinke back. Nor would this be an unfriendly act on their part.
Indeed, a number of our ] trading partners, with all of whom we
have the closest political ties, have y submitted formal diplo-
matic notes to the Department of State '::sressing their very great
concern about the possible impairment of trade concessions negotiated
with us if the bills under consideration were to become law. Austr:
for example, drew our sttention to its estimate that 60 percent o
Australia’s exports to the United States would be affected if these
restrictive measures were applied.

Retaliation would simply be what is permitted by the rules of the
game as that game is now practiced by some seventy countries account-
ing for about 88 percent of world trade. I refer, of course, to the
General nent on Tariffs and Trade—the GATT. L.

The GATT is essentially & code of conduct for fairplay in inter-
national trade. The United States played a major role in its negotia-
tion in _1947. Like many of the great initiatives of the early post-
World War II days, it reflected a conviction that there must surely
be a better way to organize man’s affairs than had been the case in
the preceding decades of self-centered nationalism. In the area of
international trade po 'c&, the GATT represents an attempt to prevent
a repetition of some of the economic blunders of the 1930’s.

The GATT does this by establishing a legal framework for the
stability of trade concessions negotiated in faith among soverei
countries. We accord others access to our market in return for the
right of our exporters to sell in their markets. If we impair the access
we have to ‘g’vo others, two courses of action are available
under the GATT. We ourselves can offer reductions of our import
barriers on other products equivalent in trade value to the impair
concession. Or the foreign country can withdraw concessions affecting
an equivalent trade value for American exports in the f market.
This may sound a bit complicated—the legal age of the GATT
is much more complicated—but the idea is clear. It is retaliation—by
agreement among all parties in advance that restrictive action b
one party entitles the aggrieved party, as 4 matter of legal right, to

compensatory action.
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As this committee knows, the administration’s authority to nego-
tiate reductions of our trade barriers expired on June 30 of this year.
What would happen today if we were to impose new trade or tighter
quotas affecting $6.3 billion or more of our imports? The prospects
would be nothing short of appalling.

As we would be unable to offer compensatory reductions of other
trade barriers because our authority bas expired, foreign countries
would automatically and promptly remove an equivalent value of
trade concessions granted to the United States either in the Kennedy
round or in earlier negotiations. Moreover—and I would like to stress
this t because I fear it is not well understood in this country—we
couls not choose the sectors which foreign governments might select
for increased barriers against our exports. Many foreign governments
would be likely to make it as painful as possible for us, hoping thereby
to bring us to our senses, as they would see it.

We have the sovereign right, of course, to impose restrictions to pro-
tect particular sectors of our economy, but we have no control over
who will pay the costs. Thus & congressional decision to isolate our
steel industry from foreign competition might be paid for not just by
higher prices for steel in this country but by reduced foreign sales
opportunities for our farmers, our producers of 0 , com-
puters, canned fruit, automoixiles, and who knows what else. And
reduced sales opportunities for our export industries mean reduced
production, employment, and profit in these industries. )

We cannot act in isolation in trade policy, any more than we can in
political and military policies. A way of giving this inescapable fact
of modern life the attention it deserves would be to include a separate
section on who should pay the price for proposed legislation which aims
at restricting uf:rong:;l :ccesn to otlllr mar L'J%s& to illus&‘::o ii‘t,fsuc!: s
section or title might express the sense of Congress oreign
countsies do not consider the United States has inflicted sufficient

unishment upon itself by requiring its citizens to pay higher prices
Por the particular product, then it is hoped that retaliation w'i)ll be
focused on certain specified U.S. export items which the Congrees
feels are best able to suffer the consequences. Of course, forefn interests
stobably would not respect such advice—indeed, would no doubt

eliberately select other more vulnerable ts. .But'o::{ including
some such provision in the bill or the legislative record, Congress
would cause the public to face the fact that there are penalties for
restrictive trade legislation. )

Let’s examine for a moment what some of those costs might be. It
is a very complicated statistical task to match up domestic production,
exports, imports, and amplos{ltlnent. Therefore our statistical compila-
tions for these interrelationships have a long leadtime. The figures I
v;ill give in & moxixhent auxl'e a bit dat.ed-'-w?z—-but %l“ bas the effect
of minimising rather than exaggerating the possible consequences.
We exported computers valued at $369 million in 1964—this was 18

ent of our total domestic output in an industry of 160,000 workers.
ports of tractors valued at $188 million accounted for 20 t of
the output of our farm machine industry of 147,000 employees; 14
percent of our domestic output of commercial refrigeration equipment
amounting to $83 million was exported that year from an industry
with 70,000 employees. There are innumerable other examples in the
l&dmtnd sector, which we can—material on which we can furnish to
¢ committes, - -
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For agricultural products more up-to-date es are available.
U.8. commercial sales abroad, not food aid, in year 1966, included
feed grains valued at $923 million, oils and seeds valued at $828 million,
fruits and vegetables, $371 million, wheat and flour at $344 million,
tobacco $264 million, cotton $246 million, rice $127 million, and many
others. These are, I repeat, commercial sales. .

Which of these sectors of our economy do you think is pregured to
have a smaller market, reduced sales, lower prices, lower profits, and
s’ shorter workweek in exchange for insulating other sectors of our
economy from import competition?

If we keep out our imports, loraifnm will keep out our exports,
which means reduced employment for Americans. As trade barriers
rise, there will be an increased incentive for our own entrepreneurs
to establish or buy up subsidiaries abroad in order to get inside the
barriers erected against our direct exports. in, this would mean
fewer jobs for Americans. Our farmers don't have this option; they
simply have smaller sales and lower prices. Thus, trade restrictions
do not help keep jobs here; they, it seems to us, do just the ggﬁoait.o.

Our domestic economy, our trade policy, and our foreign tions
can and do survive occasional departures {rom the objectives we have
pursued for so many years. We have had what are called escape clause
actions over the years—not many but not insignificant in e terms.
These exceptional procedures provide additional time for industries
to adjust to import coxﬂ)otit.ion. Other countries also do things from
time to time which adversely affect our trade and give rise to
dlKllonuuc complaints. But as I indicated, these have actions
which attract attention because they have been geauinely exceptional.
We are currently confronted with an array o!"‘ﬁrotocmnist appeals
which, if the Congress were to succumb, would constitute not an
exception to, but a reversal of, policy. It would be beyond the bounds
of plausibility for us to o internationally that U.S. trade restric-
tions affecting $5 or $6 billion or more of our imports were just an
exception. That is the inmense volume we think might be involved
if we were to further restrict all forms of textiles, steel, petroleum,
watches, meat, dairy ucts, and lead and xinc. All of our i
partners—and virtually all of them would be affected—would inter-
mt. such & move, correctly I believe, as & fundamental shift in

erican e policy.

The particular form of protection being sought by most of the
gecial interest groups is that of quotas. Quotas are illegal under the

ATT except under certain carefully prescribed circumstances, which
do not cover the kind of sweeping protection currenty pending in the
Co . The general GATT prolubition against quotas was adopted
largely at American insistence—it has always been regarded as one of
the GATT’s greatest achievements. This is because the absolute
limitations imposed by quotas are a far more drastic interference with
market forces than even high tarifls which can be overcome by in-
creasing efficiency, reducing coste, or offering a product with special
design, quality or other features. However, no amount of efficiency or
ingenuity can overcome & quota, and the resulting monopoly position
of domestic producers reduces the incentive for cost reduction and
product improvement. In addition to thess disadvantages, quotas
are difficult and costly to administer. )

I should like to offer an observation as to the international negotis-
bility of some of the proposals now pending before the Senate.
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of them would give the administration a few months to negotiate
so-called voluntary restraints with foreign governmeats, failing which
the quotas would be im by the United States—and in a more
restrictive form. It is difficult for me to visualize & ‘“‘negotiation” on
this basis. In relations between friendly countries, there is always s
reluctance to negotiate under threat, and we ourselves would be under
the threat of retaliation at the end of the day. Thus, while there is an
aurs of reasonableness in some of these bills it is in my opinion a false
one. I have commented on some of the economic costs of trade re-
strictions. There would be other costs which are equally important
to me in my capacity as Secretary of State. They would tear at the
fabric of international cooperation and economic development we
have so carefull‘y nurtured over the years in our efforts to build a more
peaceful world for future generations.

A reversion to a protectionist policy would nullify 20 {url of our
efforts in Western Europe to build up a healthy partner able to defend
itself and join us in meeting the vast needs in other parts of the world.
A massive outbreak of trade restrictions in the United States would
turn Western Europe inward and against us because they would have
no realistic alternative. This would have incalculable consequences
for our political and military positions. Economically, it would destroy
the great initiative of John F. Kennedy embodied in the Trade Expan-
sion Act of 1962 and the muitilateral achievement which bears his
name: the Kennedg round. My colleague, Bill Roth, will speak to
this point in more detail.

To many poor nations of other continents, an outbreak of tiade
restrictions in America would occasion more than just despair. They
toecil wo\;)lgu r&t:lli‘u with such weapons as they possess, economic 8
w “ .

The international political ramifications of our trade policy are a
weighty factor in the daily conduct of foreign relations. A very large
number of foreign ministers expressed their g:t anxiety to me in
New York just a few weeks ago about where this country is going on
trade policy. The subject of trade policy was one of the focal points of
the Joint United States-Japan Cabinet Committes meeting in Wash-
ington last month. Earlier in the year, when I accompanied the
President to the meeting of chiefs of state of the Inter-American system
at Punta del Este, ° y was again a major topic of discussion
and on the part of our Latin-American friends, & matter of gravest
concern. This 18 10 because we in this country, with our continental
market and vass indigenous natural resources, could get by without
fore;gn trade if—and it is a very big “if’’—we were willing to forgo the
benefits of competition and pay the costs of substitutes, fewer choices,
higher prices, lower profits, and reduced employment. We would have
s poorer life. Perhaps it would be endurable—although we cannot
liggt.ly dismiss the danger of procipitating s serious depression. In
any event, most other countries are more dependent on fonign trade
than we are. For many of them, it is a life-or-death matter. Therefore,
they watch the trend of opinion in this country with an anxious eye
:grthongmola.hmm trade policy which could be disastrous for

em.

I have tried to assure foreign colleagues that America will
pot repudiate its liberal tug? policy. I have told them that it is only
human that those who benefit from our liberal trade policy remain
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rather satisfied but, unfortunately, also rather quiet, while those
who feel themselves under some pressure, real or imagined, speak
with a loud voice and try to enlist action by Congrees to revise our
basic policy. I have assured them as forcefully as I know how that
this administration thinks this would be a great mistake.
It is my earnest hope, Mr. Chairman, that these hea’i will
help clear the air in this country and abroad as to where the United
States stands on trade policy. The administration is opposed to &
retreat into protectionism because it will harm our domestic economy,
injure rather than help our labor force, contribute to inflationary
pressures, and our foreign policy by breeding hostility
and discontent when we need peace and cooperation. That would be
far, far too high a price to pay. Instead of tearing down the trade
policy that has he so much to increase our annual exports from
the very low level during the depression to over $30 billion last year
and l?;{pod provide new job opportunities for our industry and
farmers, mtho executive bxgh Tind t.hs _Congress—should ll;o
wor ertosmn(ftbm policy and improve it to meet the
new of the coming decades.

Thank you very much, Mr. Chairman. My colleague, Mr. Udall,
has a statement.

STATEMENT OF HON. STEWART L. UDALL, SECRETARY OF THE
INTERIOR

Secretary UpaLL. Mr. Chairman, I have a prepared statement, and
I would like to have it appear in its entirety, and to save time I am
go'ﬁ to skip a few paragraphs and hit the g‘whlights.

. Chairman, I share Secretary Rusk’s concern over the dam
:lﬁ;t lgﬁ: be done to our economy and to our foreign relations by

i tion.

As far as commodities under my suthority I am particularly con-
cerned that action to erect more barriers at this time would incite
retaliation from abroad with respect to commodities which we export.
Coal is & good case in point. We have ample reserves of coal which
can compete effectively in the world marketplace, provided artificial
trade barriers are not erected. But if we are in the process of plac-
ing impediments in the path of international trade, are we not
inviting—indeed insuring—similar nctionnll)ly other countries?

Exports of U.S. coal earn about one-half billion dollars annually
as 8 credit toward the U.S. balance of payments. During the past
8 years coal exports have stabilized at approximately 50 million tons
annually—an unprecedented level in a nonemergency period. This
remarkable record has been achieved despite the existence of coal
trade barriers in several of the major importing countries. To most
nations in which berriers do not exist or have been relaxed, U.S. coal
has registered significant gains, and there are positive indications of
further relaxation in the next few years. We have been working on
that consuntl‘r.

Recent studies of foreign market potentials for U.S. coal indicate
possibilities for increasing exports to 80 million tons or more annually,
provided we are not prevented from competing. Restriction of imports
of other commodities and products to this country would tend to
create more restrictive coal import policies in those countries which
now have them, but more importantly such action would probably
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encourage the adoption of restrictive policies by countries which are
now increasing their imports of U.S. coal.

Similarly, we are opposed; to the enactment of such measures as
8. 289, which would provide for the imposition of quotas on imports
of lead and zinc. Our reasons are set out in sorue detail in a separate
statement which, with your permission, I would like to offer for the
record here.

%The statement referred to appears at p. 524.) )

e restrictions have been covered in general. However, there is
one point which has been mentioned only briefl um which I should
expand. I am sg;n:ling of one excesltion under the General Agreement
on Tariffs and e. Quotas are illegal under GATT except for cer-
tain specified circumstances. A very notable one is the national secu-
rity of the nation involved and oil falls under this exception. In fact
T hate to see a lot of it discussed as & matter of trade. I think oil should
be discussed strictly as & matter of national security. Imports of oil
from abroad are controlled—and are permitted entry only within a
quantitative restriction. i

I would like to state here my firm view that, in the present world
petroleum situation, oil imports should be controlled in the interests
of our national security. I think there has always been a strong case
for this and there is today. This is the paramount, the only reason
why such im&)m are controlled, In trn:d sense does this poomo’? ‘tlm
my views with respect to op e barriers generally. But in
th{ case of oil, ourp:curit m be jeopardized unless we have a
strong, healthy, domestic oil industry, capable of meeting the demands
of any conceivable emergency. One only has to look at the Middle
East and what happened there a few months ago; Israel had to win or
lose & war in & matter of days because of the fact that the mobilit
of their machines rested on very limited supplies of petroleum and
just use this to underscore what I mean.

This we could not do if low-cost oil from petroleum-exporting
countries were to flood this country, with consequent damage to our
own energy-producing industries.

The relationship between our national security and adequate sup-
plies of oil is clear. On this score, it suffices to point out that oil is
practically the sole source of energy for transportation—both civilian
and militury, and we are a highly mobile Nation.

Adequate domestic supplies depend upon exploration and dis-
coveries and these activities will not be carried on 1n the absence of an
adequate market for domestio production.

It was with these circumstances in mind that in 1957 the Presideut’s
Special Committee To Investigate Crude Oil Imports reported to
President Eisenhower that, taking all factors into consideration, our
pational security requires the maintenance of some reasonable balance
between imports and domestic production at this time, and as a result
of that, the ident took action that ended in 1959 in the mandatory

rogramn under Presidential proclamation. The report to President
lisenhower is as follows: .

Your committee re that there are im ¢ fore ic ts
the problem of limitm;%um imports. The glorun reserves sni?pgg‘du{tmpst
ities of other free nations, as well as our own, are important to our national
security. A number of countries inevitably depend in degree upon acoess
to our domestic market for their petroleum exports and it must be ized
that it is also in the interest of our national security that our allies and frionds
bave healthy and expanding economies. It is believed, however, that taking all
factors into consideration, our national security requires the maintenance of some
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mnubhbdwabﬂmlmpﬂnddomuﬁo:ﬁumnthhum.l
%Mdthefmolnfoonddanmow are framed with t
ve of limiting mraummwwnwnmch.bdsmmdmw
other nations to participate in the growth of our domestioc demand t0 &
consistent with our national seourity.

An attempt was made to attain a reasonable balance in 1957 to
1958 through the voluntary program recommended by the Committee.
The attewpt failed. The President was advised by the Director of
the Office of Civil Delense and Defense Mobilization that, in his
opinion, “crude oil and the principal crude oil derivatives and by-
products are being imported in such quantities and under such cir-
cumstances as to threaten to impair the national security,” and
mandatory controls were im under the authority of the Trade
Agreements Extension Act of 1958.

In my judgment, the recent Mideast crisis had no harmful impact
on our economy or on our ability to carry on the conflict in Vietnam
largely because the United States was not dependent upon foreign
oil. Our oil industry was healthy and capable of meeting the increased
demands placed on it, including assistance to Canada and Western
Europe during recent months. . )

Mr. Chairman, I understand this committee has asked me to
furnish the background of the oil import program. I have here what
started out to be a “briel hhwri{” but even a brief history of such s
complicated subject is rather long. I request, therefore, that this
“history”’ be inserted in the record at this point and ] will sunmarize
the bigh puiuts bafure I mentivn sume further details on vil in general

with specific reflerence to the oil import control .
Bricdly summarizing the past, after World War IT was over, there
was & rush of drilling activity not ouly in the United States, but

throughout the world. Huge reserves were discovered, particularly in
Venesuela and the Middle Eust, and later in north and west Africa.
The United States for the first time became a net importer of oil in
1948. From that point on, imports continued to increase with inter-
ruptions during the Korean war and Sues crisis of 1956-57. The con-
cern over these rapidly in ing imports resulted in efforts by the
Government to restrict imports ugh voluntary action.

A formal voluntary oil import program was instituted in 1957 but
it failed. I see no particular point in ‘somg into the reasons why this
failed. It is enough to say that it did fail and this failure was recognized
by all concerned. The result was that the mandatory vil import pro-

\ was placed in effect on March 10, 1959.
F’I‘nho level of imports in disiricts I-1V—the area east of the Rocky

Mountains—was originally set at 9 percent of demand. In the fall of
1962 the tion was aended to provide that the imports into
districts ll-)-lV would be limited to 12.2 percent of domestic production.
Some members of this Committee were involved in that arrangemeat,
this became elective for the year 1963, and in the [vllowing year this

was changed to 12.2 percent of estimuted uction.
The levgeald of imports into district V-—-thmt coast and Arizona,

Nevada, Alasks, and Hawaii— a crude deficit area, was set at the differ-
ence between domestic supply and total demand, with overland oil
from Canada counting as a part of the supply. In other words, offshore

imports were to be used to fill the supply-demand gap.
g:w s brief word on overland impogal.’:Shorﬂy Jg the mandatory
mn, it was felt that the national security aspects of the
e it necessary to recognise the relative security of Western

i

{

program
program
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Hemisghere oil production which could be delivered directly to the
Uniwf States by land. Recugnizing this fact of life, the proclamation
was amost immediately amended to exempt from the licensing require-
ments of the program oil imported overland from the country of
origin. Oil imported from Mexico under this exemption is limited to
30,000 barrdsxier day by agreeinent with the official Mexican oil
agency, PEMEX.

Oil is imported overland from Cunads to district V via trans-
mountain pipeline and to districts I-1V mainly via the interprovincial-
Lakehead pipeline system. This oil sup refineries along the
northeen border in Puget Sound-—district Y—and in St. Paul, Minn,,
Superior, Wis.; Alma and Detroit, Mich.; Toledo, Ohio, and alo
N.Y., for districts I-IV. This is & thumbnail sketch and if I may I
would like to show somothing of the imnpact of th:cmnm as briefly
as | can. I have a number of charts; they are att to your state-
ment, but we also have them here and I just want to very quickly

hit some hi hlual:::.

They will indicate the extent of increased imports from Canada,
virtu all of which, it might be pointed out, is delivered by pipe-
lines, the same as the majority of oil is delivered from Us. odﬂvelSn to

ing centers. I t add that as far as the eust coast is concerned,
the ing centars there are mainly d t on crude oil received

by tanker frvm the gulf coast or from .
The level of imports into Puerto Rico is set to provide for the
demand on the island, exports to foreign creas, and limited shipments

to the United States.
This, in brief, is a thumbnail sketch of the oil import program and
its development over the years. Now, if I may, I would like to show

something of the impact of the program.
The Cuaiaman. Might I suggest that those charte be

over here in this corner, so everyone in the room can see them
Cuarr 1
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Secretary UpaLL. Since World War II the growth of oil production
outside the United States has been tremendous. As shown in this
first chart, free foreign production has increased from 2 million barrels
per day in 1846 to more than 18 million barrels per day in 1966;
and more than one-half of this production has resulted from activities
of US.-owned companies that have done a really remarkable job
in helping other countries develop those resources.

Senator SMATHERS. May I ask, yc:: have on the chart here foreign
{roducuon running from zero to 20 and on the bottom you have

J.8. import. Does that reflect what U.S. production is? Why did you
shift from production to importa?

Secretary UpaLL. No, thus is showing, Senator, merely the imports
to the United States over this same seriod. It is really the postwar
period and that has shown a tremendous growth of production and
yet imports into the United States—

Senator SuaTrERs. They are not importing a great deal more, or
we are not importing a great deal more, but they have a great deal
more production.

Secretary UpaLL. That is precisely it. And the world consumption
of petroleum has increased enormously during this period.

il production in this area is prolific compared to the United States.
ng example, ig is n%t(.)smoommon fgr [ \mlll 3 the ded‘l,:o?ut to

uce more than 5, barrels ay while the ave uction
: well in the United States is .ﬁfu lg barrels per d;y‘.g:nd any well
g:tu is considered to be extremely good. Imports into the United
States have remained almost constant, in relation to domestic pro-
duction since the insuguration of the mandatory oil import program in
1959.
Our second chart shows the international flow of petroleum in 1966.
Oil is by far the largest commodity in international trade and, as
shown by the arrows on this chart, by far the largest flow of oil is
from the Middle East to Europe and to Far Eastern areas. As you
can see from the chart, most of the oil moving into the United States
comes from our neighbors in the Western Hemisphere.
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The third chart shows U.S. oil imtEuru in 1966; what they were,
where they came from, and where they entered the United States.
Total imports into the United States in 1966 were 2,316,000 barrels
per day. Of this quantity, the most important t was crude
oil and unfinished oils, which amounted to 1,335,000 barrels per day.
Residual fuel oil imports were 882,000 barrels per day and other
petroleum products constituted 98,000 barrels per day.
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The origin of our imports during 1966 is shown in the last portion of
the chart which indicates that our largest source of imports, 1ﬁga.ooo
barrels per d;f’ or almost one-half, come from Venezuela. Imports
from the Middle East were 3.8,000 barrels per day, or about 8 t
of total U.S. consumption. There has been a myth around that we
are dependent on the Middle East for our petroleum supply. This is
3 perceut of the total and we just demonstrated during the past
summer that when that is cut off or seriously reduced we 't even
break the stride. In other words, we have the strength and capacity
to handle any reduction of that order.

Imports from Canada were 387,000 barrels per day, nearly all of
which came in by pipeline. From other Western Hemisphere coun-
tries, such as Colombia and Mexico, we received 235,000 barrels per
day, and from other Eastern Hemisphere countries, such as Libya,
Nigeria, and Indonesia, 168,000 barrels per day were received. Most
of the oil from overseas areas was imported into the east coast.

This fourth chart shows that our source of imports into districts
I-IV has shifted during the 8 years we have had an import .
Imports from the Middle East have not s mmo
imports from Canada have grown rapidly. There have been some
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real discoveries in Canada as you know. Imports from the new pro-
ducing field in Africa bave grown in recent years while crude oil
imports from Venezuela have declined. However, while not shown on
this chart, the decline in crude imports from Venezuela have been
offset by increased residual fuel oil imports from that country.

Crarr 4
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The fifth chart illustrates the operation of the oil import program
in district V, which is the west coast area and includes Alaska, Hawaii,
Nevada, and Arizona. Domestic production on the west coast re-
mained static through 1964, but in the last few years has increased
significantly while imports from overseas areas have decreased. The
future of domestic production also looks promising due to extensive
exploration in west coast offshore areas and with production in

Alaskas increasing rapidly.
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Our last chart shows %roducti.on and imports in districts I-IV, the
area east of the Rocky Mountains. During the life of the oil import
program from 1959 l‘lﬁ‘h last year, domestic production has in-
creased from about 7 million barrels per day to over 834 million
barrels per day. Imports in the same period increased from 873,000
barrels per day to 1,027,000 barrels per day. As this chart illustrates
for the whole period, the oil import program has restricted controlled
imports to an average of about 12.2 percent of domestic production.
I want to say this is represented in my judgment in terms of the

work we have had to do, the cooperation with other nations, s very
substantial accomplishment. If we exclude the first year of the

%‘Ehe CuairMaN. Does that calculation include district V?
Secretary UpaLi. No, this is district I-IV, Mr. Chairman. If we
exclude the first year of the program which we should because controls
did not apply for the first part of that year, the average for the period
is 12.18 percent. In other words, we got sligﬁtly under the 12.2 percent.
We believe that maintenance of s 12.2 percent ratio of imports to
ction in districts I-IV demonstrates that there is no need for such

production in,
egislation as is proposed by S. 2332. )




IMPORT QUOTAS LEGISLATION 23

One of the main provisions of S. 2332 would change the basic au-
thority for controlling imports to a rigid public law instead of by a
Presidential proclamation which allows flexible action under adminis-
trative techniques that have worked extremely well for nearly a decade.
I submit that experience under three Presidents shows clearly that the
flexibility inherent in the present program has enabled us to achieve
the national security objectives of the program. .

I pointed out earlier that the national security foundation of the
mandatory oil import control program requires that we ‘“preserve
to the greatest extent kossible a vigorous, healthy petroleum industry
in the United States,” while we, at the same time, prevent serious
dislocations “in oil industries elsewhere which also have an impact
bearing on our own security ®* ® *.” Our security also includes the
security of their areas. This philosophy, most recently, was the basis
for activating the voluntary ent under the Defense Production
Act to assure adequate petroleum supplies to Western Europe and
other free countries of the world. '

Other oil producing areas, particularly those in the Western
Hemisphere, are our good customers for exports of all products. We
are convinced and emphasize therefore that imposition of ngid con-
trols pursuant to fixed formula would not only result in serious reper-
cussions in our fureign relations with those friendly to us, most closely
to us, but would adversely affect continued growth of our exports by
inviting retaliatory action on the part of our major trading countries.

Since we have maintained imports administratively over the whole
period of the program at about 12.2 percent of domestic production,
which is the principal aim of S. 2332, we find no need for such legi
tion. Our principal concern in Interior is a means of in our
gaervel.,rdan& n}amtnnmg our prqduc(:ive u;d‘reﬁninugl capacity look-
ing tow. e future ever-increasing demand for eum energy.

A review of the past indicates we have sucoeedl:,l in main (4 [
healthy petroleum industry which within the past 3 months
demonstrated its ability to meet an international petroleum emergency
and meet it very effectively and we will in mny judgment. This has been
done under the exuw;g program. We believe the enactment of S. 23332
would serve no beneficial purpose but would only make it more
difficult to meet unexpected contingencies, and create a whole host of
new pressures and problems for consumers on the east coast in par-
txcixl&r;lfgr the U.S. petroleum industries as a whole.

you,
(Background material supplied by Mr. Udall follows:)

Backauounp or ™as Manparory Oin Inroar Prooman

After World War I, there was a general belief that the United States eventually
would be forced to éepend upon foreign sources for the bulk of its petroleum.
Accordh:fg, no effort was made to restrict oil imports, which by 1921 had risen
to 289, omestic demand. In the late 19208 domestic exploration resulted in the
discovery of large reserves and changed the domestic supply-demand balance from
shortage to su;plus. Excessive domestic production coupled with unrestricted
imports led to Federal action in 1932, when there were imposed import duties of
21 cents barrel on crude oil and rvsidual fuel oil, and duties in cxcess of $1.00
per on ine, motor oil and lubricating oil.

Import du d;mved to be an incffective barrier to increasing volumes of
imported oil. Altho cxcise taxes were at their hi in 19?12—1933. the
Government, under the National Industrial Recovery Act, imposed mandatory
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quantitative restrictions on oil imports and domestic production. During the

gadod of the restrictions, the Government limited such to approximately

I percent of 1932 domestic demand. Subsequently the United States becume a

hrsmmhln‘apukdm Din1l These exports wure eroded

until the nation became a net importer in 1 becauss of large foreign discoveries,
in Venesuela and the Middle-East.

ttee on Energy
Bupplhmdkuoureu?ouo{;mmmnmwudmohdhm;mdyon
United States “‘with the aim of strengthe:
thonaﬂomlde(mn,pmldinﬁmdeﬂy wth and assuring supplies for our
for any future emergency.”

and expressed the belief: ‘“‘that if
the imports of crude and residual oils should exceed oantly the respective
po&ordmtmmm’audoﬂsbontom uction of domestie crude
oil lﬂmﬂum uels situation ocould be s0 impaired as to endanger the
orderly growth which assures the mili and civilian sy and
reserves that are necessary to the national defense. wouldbom” uate

is imported into the United States in such

threaten to impair national security.”
Mﬁdm&mmwdentvumwnﬂadwmkom
hvumud, # be found an article was being imported in such quantities
as to tolwlrtbouaﬂonlmm.hewuwthoﬂndwwjmm
)

the
August of 1955 the Director of the attention of eompanies
importing oil both to section 7 of the Trade Agreements Act of 1955 and (o the
recommendations of the egvhory Committes on Energy Supplies and Resources

Polioy and thereafter, in effect, requested that importing companies restrict their
4 acoordance with u:." ocommittee’s noomni‘endsdon. The Advisory

imports in
Committee and the Direstor continued to kecp the situation under surveillance
andonnvaalo:nodmhmdwmm;a companies with respect to

to importing
the quantity of for mm:uon.
Fm ona ‘n:mon by the Independent Petroleum Asso-
clation of tbein;rw&dondoﬂthm&mdwimpdrtho
national security, the of ODM, in December 1956, issued a statement
that evidensce ted at the hearing ‘‘confirmed the conclusion that imports
mdudon(:d t;” d tl‘n“t.’ “ mu;‘lhtln b m
an ¢ oom
rocently filed with the Office of Defense Mobilisation show that the plans ¢
had formulated for 1937, if carried out, would be con to the Committee’s
recommendations and would constitute a threat to our na soeurity.” Howe
ever, because of the Bues crisis in 1956, the Director suspended action on the
petition filed by IPAA.
In A 19587, following the resolution of the Sues crisis, the President was
advised by the Director of ODM that he bad reason to believe that crude oil
was being imported into the United States in such quantities as to threaten to
impair the national security. The President, agreeing with the advice given him
by the Director, stated that he would cause an investigation to be made, and
asked the Director to investigate the poesibility of the tation of imports of
crude oil by individual volun action. Thereafter the President appointed a
six-man Special Committee to Investigate Crude Oil Imports. This committee
was headed by the Secretary of Commerce and included the SBecretarics of State,
Defense, he;ar:‘r{ Interior, and Labor. In July of 1957, the jal Committee
advised the President that a limitation on imports of crude o1l was required in
the interest of the national security. The committee recommended a plan for
voluntary limitation of imports into the area east of the Rockies (Districts I-1V),
The committee obee that the West Coast (District V) was a crude deficit
area and that the level of imports must be such as to make up the difference
between the demand and the quantity of domestic crude oil available to that
area. While the committee not initinlly propose voluntary restrictions on
oil imports into District V it subsequently took such action. The S8pedial Com-
mittee also recommended that new importers should have an o{)poﬂunity to
enter and share in a reasonable manner in the United States market. The com-

[ 4
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mittee's recommendations wepe approved by the President and the Department of

the Interior was choeen to administer the Voluntary Oil Import Program.
In the latter part of 1958, it became evident that the Voluntary Oil Import

t!;romm was not sfom ing the ded::d p ah‘g ‘f;i'luro was attributed
excessive a few companies not co voluntary program
and increased yo( unfinished oll and

an ts.

On Janusry 23.“:.969 the Secretary of State and the Deputy of
Defense requested the Director of OCDM to conduct an investigation of the alfect
upon the national security of imports of crude oil, its derivatives and products.
On February 27, 1959, the Director reported to the President that, in acoordance
with this invest pursuant to Section 8 of the Trade Agreements Extension
Act of 1958, crude oil and the prin orude oil derivatives and products were
being imported in such quantities uader such ciroumstances as to threaten to

fm h&hn:cll? ?W&%pnﬁd Committee to Investigate Crude Oil Imports
n y m
submitted a report to the President recommending a program im»:odng mandn:{
coniruls on crude vil and on Bqucﬁo'mtmleum gasus, erosene, jet f
distillate fuel oil, lubr. olls, ual fuel oil, an t. The Committee
recommended that, in D ts I-1V, the level of imports of crude oil, unfinished
oils and finished ucts, other than residual fuel oil, be limited to 9 peroent
of total demand for Petroleum Products in those districts, (cbu:rd to 12.2
of production in 1962) and that imports of finished products should not e
the 1957 level. In District V the level of imports of crude oil, unfinished oils and
finished products, was to be limited to such an amount as, when added to domestis
uction and supply, would approximate total demand in the District. The

ommittee further stated that imports of crude oil and finished products into
Puerto Rioo should be limited to the level of imports during all or of the year
1958. While the Committes recommended that imports of residual fuel oil be set
at the 1957 level, it also rcoommended that the Secretary of the Interior keep such
imports under review and that he be authorised to adjust the level of such imports.
The Committee’s mnlnodothamommdaﬂmumuhcmcuolm

inoluding allocation of imports. The President, on M 10, 1
ed Proclamation 3279, which in substance carried into effect the

Committee’s recommendations.

('):dMamh 10, 1959, in issuing Presidential Proclamation 3379, the President

stated:
“The new hddfnedwimuuaoubb.hed industry in the United
States upubm‘m oring for and developing new homtif’phere rescrves to replace

ox or
those being depleted. The basis of the new program, like that for the voluutas
program is the oertified uquh-:::enu of our national :‘.eurlty which make it
necessary that we to greatest extent poesi a vigorous, bealthy
petroleum industry in the United States.

“In addition to serving our own direct security interests, the new am will
also help prevent severe dislocations in our own country as well as in oil industries
elsewhcre which also have an important bearing on our own security. Petroleum,
wherever it may be produced in the free worid, is important to the security, not
onlgi) of ourm'u bu; also of the W: of ortll: world emywhe‘re. had tended

“During past few years, a usof w produ capacity
to dh:x:t free world markets, and, unquestionably, mc;‘:alnupﬁon would have
occurred in the United States and elsewhere except for cutbacks in United States

production under the conservation programs of the various state regulatory bodies.

“The voluntary controls have been and the mandatory controls will be flexibly
administered with the twin aims of sharing our large and growing market on an
equitable basis with other ucing areas and avoiding disruption of normal
patterns of international Red

The CuairMaN. Thank you, Mr. Secretary.
Now, Secretary Freeman.

STATEMENT OF HON. ORVILLE L. FYREREMAN, SECRETARY OF
AGRICULTURE

Secre FazzuaN. Mr. Chairman, I a iate the o it

o hpeise o ppeeanly

to with this committee on the vital matter of f
I use the term “foreign trade” deliberately. We cannot about

Bt S ALY

+ S
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further restricting imports without talking about restricting exports,
Moreover, we cannot?otralk about industrial trade and icultural
trade separately. In this context, they are not separable. What
ha in one sector too often has a direct impact on the other.

B?om where I sit, I see this regularly. Just the other day we were
reminded by another government that what the United States does
on watch imports wnllx have a direct impact on whether we will be
able to export poultry parts. It gets that specific. And the United
States dgga l:omo mnmfmg of this kind also, in its fight to keep U.S.
exports hig

hat is why I have alwelys taken a keen interest in all our trade
actions, scross the board. That is why I am alarmed at the quota
proposals before us. We seem to be losing sight of the importarce of
our exports.

For 7 years now, we in the U.S. ul:.ef»nmont of iculture have
worked hard to expand our agricult exports, and I have had the
satisfaction of seeing them grow from $4.5 billion in fiscal year 1060—
tho;wbeloultookoﬁoo—toanowmordof“.s on in the
1967 fiscal year that ended last June. Exports for dollars climbed
from $3.2 to $5.4 billion in that period.

These agricultural dollar export earnings are important—

To the country as a whole. Only a few months ago, when we were
talking about the U.S. balance of payments, Secretary Fowler told
me that we would long since have faced a national economic crisis of
grave proportions—that the value of the dollar would have been
seriously undermined—were it not for the substantial flow of dollars
into our accounts from agricultural exports;

To industry and commerce. Without them, farmers would not have
maintained industrial farm inputs at their high levels; transport,
ll:u;lk’ing, insurance, and port activities would have been at lower

vels:

. And to farmers most especially. Without these export dollars, farm
income would have suffered severely.

The exports facts should by now be well known by all farmers. But

let me repeat them.
Production of one out of every four cropland acres barvested is

axgmod.

rts provide employment for one out of every eight farm-
workxg; ; they account for 17 cents out of the farmer’:r{mr et dollar.

Farm exports have been increasing at a rate substantially higher
than domestic consumption of farm products. An increasing per-
centage of many farm products is beinf exported. For five major farm
products, exports exceed 40 percent of the value of farm sales.

And when commercial farm exports for dollars are compared to
farm imports, the farmer clearly comes out ahead. Out of our total
agricultural exports, well over $5 billion are commercial sales. These
are dollars earned. Against this we have around $2.5 billicn of agri-
cultural imports that are more or less directly competitive with our
sgriculture—meat, wool, dairy products, sugar, and so on. We could
say these are dollars spent. Thus, for every $2.50 imported, we export
$5 commercially. We have a good business. And a lot to lose.

A continuing climb in U.S. exports is more important to American
farmers than to any other major segment of our economy. If farmers

4
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support protectionism, they are making a serious mistake, because
they are en their own export market.

hese facts have repeated over and over. Perhaps that is the
trouble. Perha&wo have said them too often—have talked ourselves
i!;to believing that ever-increasing exports will come to us as s matter
of course.

Well—they will not.

Exports have not just grown. We have worked at it—hard. We have
invested money and time in market development, in product pro-
motion, and in reducing fo barriers to trade so that we can sell
more. We continue to work hard on all fronts t export more and
more. The level of effort on these fronts is—up, up, and up.

We must not be fooled by the idea that countries buy from us,
and will keep buying from us, simply because they need our products.
That is bad reasoning. There are very few of our export products
that other countries cannot produce for themselves, or buy elsewhere,
or do without if they really want to. We fight a daily battle against
restrictionist forces in these countries all the time. Sometimes mfw
is slow, but we are making progress—witness the steady climb in

ultural exports.
If other nations conclude that we are acting in an unreasonable

and protectionoist manner—that we are shutting them out of our
markets unfairly and without justification—they are not only per-
fectly willing and capable of shutting us out from theirs, they are

likely to do so.
I have spoken at sume length on the problem or exports and the

need for ox%ndmg trade, because it is absolutely crucial for us in
agriculture. We must never overlook the impact on exports when we
consider imposing import controls.
iculture everywhere does have special problems. Generally
s ing, all over the world farm incomes are only balf those in other
sectors of the country’s economy. To help meet such problems, vir-
tually every government has stepped in with price and income and
other support J)rogrums. These in turn can have severe repercussions
on trade. To deal with these repercussions, the United States some-
times has to control imports.
But we should be certain before we act to put on controls:
That there is a clear and present need for additional protection;
That the protective instrument chosen fits the need;
And that the dollars-and-cents cost of our action in lost exports
will not be way out of proportion to the benefit it confers on some
of our producers.

These are sensible, pragmatic tests.
Let me turn specifically to the question of the need for additional

protection on dairy products. At the outset, it should be made clear
that we have experionced unique circumstances in dairy as a result
of the efforts of foreign countries to protect their dairy farmers’

income.
The subject of dairy imports is of great concern to me. It is a %art
of the U.S. dairy income and price picture. No problem I have had
a8 Secretary has been more difficult and more unyielding than that
of (.rfring to achieve a stable and healthy dairy economy. The dairy
problem is also intimately related to the Department’s budget; in the
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cost of the dairy price support program and the operations of the
C(ix)nxpodi.ty Credit Corpox;;ltion. q betantiall .
alry imports rose rapi and v substan s mn
early 1966. We had become ;ytarget toe:{ount.riu whoeye miu
bad resulted in surpluses. These were flooded into the United States,

circumventing our import control system.
und to this problem, let me point out that because of

As backgro

systems of high dairy support prices, protected by strict import con-
wuwﬂ' of products in some foreign countries had in-
to the point that heavy surpluses were a glut on their markets.
Under such circumstances in the EEC, for example, an export pro-
gram operates almost automatically to move these surpluses out of
the EEC at distress prices. Because of this surplus world situation,
increasing quantities of butter were ent,erinf the United States as a
butterfat-sugar mixture in circumvention of theh existing U.S. con-
trols. This butterfat could not have gone to other potential markets
such as Japan, or the United Kingdom, or Canada. These all have

tight controls on imports. It came to the United States.
Because our domestic milk production was down, about a year
passed before prices dropped and the CCC started to buy heavily.
As s00n as it was clear that our inventory acquisitions and expendi-
tures were going to continue to be sizable, we moved to bring dairy
imports under full control—specifically, to halt evasions of the import
uotas established under section 22 of the Agricultural Adjustment

ct, as amended.
In March, I recommended to the President that he initiste section

22 action looking toward these objectives. In this move, we had the
full support and leadership of President Johnson, who directed the
Tariff Commission to carry out the required investigation promptly
and expeditiouslza——which it did.
The result, to be brief, wes to stop the flood of imports. Presidential
tion 3790, issued June 30, 1967, put import quotas on those
items which had accounted for virtually all of the import upsurge.
Our purpose was to prevent these imports from interfering with our
income programs by bringing total dairy products imports back to the
level which had prevailed from the establishment of import controls
under section 22 in 1953 until 1966. During [that period, dairy imports,
taken dlﬁ%:;m equal to something less than 1 percent of our

domestic dairy production.
Domestic uction this year is expected to be about 120

billion pounds, milk equivalent. In establishing the new dairy import
quotas, the administration has aimed at holding the dairy import
total—quota items and nonquota items oombinecf——to approximately
1 billion pounds, milk equivalent.

While our section 22 action was being taken, we heard a lot of
sharp criticism—both of the law and the manner in which it was
bmnﬁu::-nad out. We were told that section 22 was too slow, too
cum me to provide an effective remedy. What hes been demon-
strated is that this is just not so. We faced a difficult and very complex
frqblun, both domestically and internationally; we acted under the

ion; all concerned had the opportunity for a fair hearing; and
we have achieved a solution.
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In brief, section 22 has stood the test. It enables us to deal with
a.gncultuul robloms as and when they arise—flexibly, selec-

tavoly, and successf

Our critics say t.hn we cannot really control importe—that the
smart boys will always be able to find loopholes. My point is that the
ntuat.xon can be kept under control, using the tion which we
now have, and that the recent section 22 action has demonstrated this.

The Congress has before it numerous bills, most of them identical,
to require across-the-board import restrictions on all daﬁproducu—-
inclu items conwmnsa:uytterfat or nonfat milk which are
not usually thought of as I think we all e that
s blanket import ban would serio urt. our foreign e. Almost
surely it would provoke fomgn ret.dyuuon against our farm

Asl judmbe situation now, there is no need to pay this price. Im-
ports hav n cut back to a tolerable level. We expect to keep them
there. Our foreign trading partners did not like the new controls which
were applied under Presidential froclamanon, but they recognized
the fact of evasion, and they hsvo ong ago acc:pted our use of section
22 to protect our farm programs from senous injury. This is important.
It means that our forengn sugphers are much less likely to retaliate
against our exports to them when controls go on. As I see the situation
today, we have faced the dairy import problem, and we have already

overcome it.
Let me now turn to the question of beef imports, where we also had

a special problem. In the early 1860’s our only market protection was
a modest duty We have no domestic support tem. Other oountnes
systems, however, were beco more heavily sup rted and
tective. The EEC was perfecting its variable levies; the
dom had a domestic support s&oum which made it mcm }
mﬁtable for exporters to sell than in the United Sut.es apan
stnct quotas. Thus, quantities of fresh, chilled, and frozen beef
veal were flo to the United States from exporters who found
it unpoauble or much less profitable to sell elsewhere. The heaviest
imports of these products occurred in 1963 and led to the enactment
of the meat import law of 1964 (Public Law 88-482).
The meat import law does not wtudly impose quotas. It sets &

target which imports cannot ex ear without

quotas. If quotupom ‘gosed 9-3 wxll h d x’xrnporu tos lom

on avongo Por“prod ; 195 period, adjusted to take account
uction.

Tb tonlmporuunderthohwwouldbeapronmudye’l
percent of domestic production. Actually, unporta m 1966 were 56
percent of ﬂroducuon, and we expect them not to 5.8
thn:&%u yconhut,xmporhamounudtosspementofpros
in

What our importers bring in, by and large, is beef for manufact
The price eﬂoot?oof this is am y lulErgely on domestic cow
nlthough is used for h:.h‘ same &gbm It lls”n;stf]ucuve to note htiut

im ve risen since cow ve
also i creued—-—mfrom $13.40 d{ drodwagi:t in mspre?;weo
to farmers in 1966 and $16.90 durmg the first 9 months of 1967. We

donotex ¢ im mofthnmes at the levels permitted under the
ym po do:'mwnd pressure on domestic cow
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prices in the years to come. The demnand for manufacturing beef is
expanding rapidly. Total cow numbers on farms in the United States
have changed little since the mid-1950's and dairy cow numbers—the
main domestic source of this kind of beef in the past—have dropped
one-third over this period.

We do not believe that these imports are having any u;;lpreciablo

impact on fed beef prices. They rise and fall in relation to the supply
of fed cattle marketed in this country. I would expect fed beef prices
t% continue their upturn this winter as marketings continue to drop
ofl.
Currently, there are many bills pending to amend our meat import
law. These bills would impose mandatory and more restrictive annual
import quotas on such meats. They would base average annual
imports on the years 1958 through 1962, rather than the years 1959
through 1963, as now provided. They would divide annual quotas
into quarterly quotas, the unfilled portion of which may not be
carried over into the following quarter. If the most restrictive features
of the legislation presently before Congress were implemented, it is
our estimate that the price rise on domestic cutter and canner cows
would be less than 2 percent, and on fed cattle, less than 1 percent.

Accordingly, I do not see the need for these changes in legislation.
Imports are at moderate levels and are meeting manufacturing beef
needs without disturbing J)ricea. The present law will keep them at
moderate levels. The equal quarterly distribution of these mandatory
quotas would tend to disrupt trade patterns unnecessarily without
reullg' helping domestic prices.

The import controls we have now seem fully adequate to their task.
They bave been accepted by our suppliers—although reluctantly. I
emphasize—reluctantly. Other countries do not care to see their
exports cut back. But they did recognize—and do—the special situa-
tion facing us.

Mr. Chairman, earlier I said that, before we used controls, we should
be sure there is a clear and present need for them and that their
dollars and cents costs in loss of exports are not out of proportion to
their benefit to some of our producers. In the case of quota legislation
for dairy products and meat, I do not see a present need. The situation
is now under control, and the cost of more restrictive controls on these

roducts, in my judgment, would be far greater than we should pay.
armers producing for export would be hurt and dairy and beef pro-
ducers will not y benefit.

Where imports of other agricultural commodities may be concerned,
we must apply the same down-to-earth, pragmatic tests—are the
restrictions in the best interest of the American farmer and the United
States? We should not hesitate to decide against restrictions if the

answer is clearly that they are not.
Mr. Chairman, might I call to your attention and that of the

Committee that there are here in the room or in the ballway re nta~
tivesfrom five or six mu")or national farm commodity groups who colleo-
tively export about $35 billion worth of agricultural commodities every
year. They do nnt necessarily subscribe to every statement I have
made here, but they are here use they stand in opposition to the
protectionism that is implicit in the legislation before this committee.

They incdlude—and if they are here, they have indicated their will
ingness to answer questions if the committee wishes—Herschel New-
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som of the National Grange, John Palmer of Tobacco Associates
Glen Pogeler of the Soybean Council of America—no, Juke Hartz of
the American Soybean Association, Ken Naden of the National Coun-
cil of Farmer Cooperatives, Joseph Parker of the Institute of American
Poultry Industries, Glen Hofer of the National Association of Wheat
Growers, and L. C. Carter of the Arkansas Rice Growers, all of whom
will express their concern and deep inferest in maintaining our agri-
cultural export pmium.

The Cuairman. I would like those gentlemen to stand so we might
recognize them. We are happy to have them here representing the

groups,
Mr. Trowbridge?

STATEMENT OF HON. ALEXANDER B. TROWBRIDGE,
;SECRETARY OF COMMERCE

Secrotary TrowBRipae. Mr. Chairman and gentlemen of the com-
mittee, I join with my colleagues in appreciating this opportunity to
discusa foreign trade policy in general and the bills before this com-
mittee. It was just 5 years ago laxt Wednesday that the Trade Expan-
sion Act of 1962 became law. This country then embarked on a major
international trade negotiation which culminated in the Kennedy
round agreement signed in Geneva last June 36. These agreements
clearly represent the free world’s most successful effort to reduce the
barriers which impede the exchange of guods betwecn people. Our
nationsl interest, in torms of the extra jobs created by our foreign
trade as well as positive contributions to our balance of payments,
will be well served by these agrecments.

Now, 314 months after the Kennedy round, we have before us &
number of bills which are so all encompassing that they bgn;i into
g’uequon the entire direction of the foreign trade policy which this

ation has followed for more than 30 years.

In my considered opinion, our ing relations with the rest of the
world would undergo s ‘serious setback if these proposed measures
were approved. Certainly enactinent of these bills, which provide
restrictions on a whol basis, will provoke very serious counter-
moves against our exports. These counternoves would come at a time
when we will be trying to eliminate the many nontariff barriers to our
exports, and when so many American businesses are cooperating with
their Government in extensive proglx;:.ms to promote exports and to
resolve our balance-of-payments problem in a constructive fashion.

To be sure, import quotas—us opposed to embargoes or high
tariffs—do preserve some portion of the domestic market for foreign
goods. However, no one is naive enough to think that this difference
will avoid retaliatory measures by other countries our exports.
Moreover, quota protection can do harm to our domestic economy
and consumers in that local industries become isolated from
logical changes abroad and artificial price and market conditions are
created. It may be, of course, that unusual local circumstances can
make a good case for some form of protection in selected instances.

However, the issue cannot be viewed only in the context of imnporta.
It is important to remember that our exports become imports whea
they reach foreign shores. Since we must buy if we are to sell to the
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rest of the world, it is clear that we should impose restrictions on
imports only in the exceptional cases. When we handlo these problems
in a fair and objective manner, we aro able, in the vast ‘d)onty of
cases, to renegotiate our international obhgsuons and avo talia-
tion against our exports. We can do this because all countries confront
such culties and accordingly have agreed to provisions in the
GATT for hnndhng these situations through the negotutmg s
over the

The Congress 5eneully with this
mnthutnedto evelop a fair set ofcnuru oruse b tho Tariff
mmission in its mves::nglnnom of injury due to imports. resent
criteria may not n y be the best that can be develo , but I

think it is a comple .gnoun concept that tariff or other forms of
relief from imports should provided only after an objective
thorough, factual analysis and mvuuzmon;ﬁy one of the bro
mdus groups now proposed for import taken the op-
'g'o vided by law to put its case belore the Tariff Commus-
lion In ¢ instance, the lead and zinc industry obtained im
ou relief which was not terminated until 1965 when the Presi ont.
ined, after a long wd oon‘lguhennvo review, that the situation
in t.ho industry had impro &omt where the axtra reliel was no
longer essential. Even in thst case, the President went to considerable
length in his 1065 statement to request the Tarff Co mmunon to
o&e‘mhnc its procedures and redouble its efforts to ex J)od
in any case where delay might bar eﬂocuvo relx Ob\nously m

thg statement the President was that prompt
attention be given to any further npmmn for rehd by this or any

other indus
eneull;':y however, what has happened is that over the last few
years industries desmng restrictions on unporu bhave claimed that
they cannot obtain the relief they need from the Commmon through
legal procedures established by the Congress. Instead of asking
Congress to change thau ures, which one would expect in the
circumstances, the appeal 1is lor m tection through lefguht.nvo action.
With to the individual Agriculture has
commented on meat and dairy prod ucunndthoSmtuyoftho
Interior has commented on bills to set unport quotas on petroleum as

well as lead and zinc.
I would like to make several ard to textiles.
It is well known that this tnuon lon¢ been committed

to the maintenance of strong domenuo textile and apparel mdusmes.
We hive comsisten J.rwogmud the major contn ution made b
these ind n;tix‘u tol oy Amencaad economy. The seven-point ux
program of Ma represented concrete action to
commitment. Ixzphmontauon of that has included emct-
ment of one-price cotton legislation, es ent of revised de
ciation allowances on machinery, expanded research for the develo £
ment of new products, and the negotiation and implementation of
term cotton textile arrangements (l.‘:TA) All of these
hsvo played an xmporunt role in lub-unhdly impro the oondn-

tions of the textile and industries over those which prevailed
during the late 1950’s .J..ﬂy 1060's. The textile mdultry, tnluding

leaders of the labor movement, is the first to recognise the value of
Pprogram.

.
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We, of course, have continued to pay close attention to the textile
import situation. We have increased our efforts to apply the provisions
of the LTA and at present approximatel& 88 ’lyercent of our cotton
textile imports are controlled pursuant to the LTA.

During the past year we completed extensive negotiations which led
to the extension of the LTA from September 30, 1967, to September
30, 1970. In my view, Mr. Chairman, despite occasional difficulties in
its enforcement, the LTA has been effective and is a program with
which all concerned have learned to live reasonably well.

As this committes may be aware, we have on several occasions at-
tempted to negotiate international agreements on wool textiles. These
attempts have not been successful. In the field of manmade fiber
textiles substantial increases in imports have developed during the
past several years along with the shift in the domestic market to an
increasing use of manmade fiber textiles and blends.

The concern of many in the textile and apparel industries, and
their representatives in the Congress, about the increase in ov
U.S. textile imports is well known to us. Qur textile advisory com-
mittees meet frequently to advise the Government of the views of
industry, labor, and the trade generally on existing market and in-
dustry conditions. g the wides concern in the in-
dustry and the Congress about conditions in the textile industry and
the need for having as much information as can be obtained promptly
from all the resources available to him, the President on October 4
asked the Tariff Commission to report on “® ® *® the economic
condition of the U.S. textile and apparel industries, especially the
greuent and prospective impact of imports upon those industries

¢ ¢ Chairman Mills of House Ways and Means Committee
joined in that request. Public hm have been called by the Com-
mission, and its report is to be f ed to the President by January
15, 1968. I trust that it will be a valuable report, and as the President
said, “will permit all of us who are deeply interested in the welfare of
the textile and apparel industries to take a course of action which will
be both in their interest and the national interest.” In light of this
request, Mr. Chairman, I believe that further discussion of the textile
situation can most profitably be deferred until the Commission’s re-
port, plus other information that will be developed within the ad-
ministration during this period, bhas been made available to the
President for review and analysis.

The committee also has before it & bill to te the importation
of pig iron and steel mill ucts at a level of 9.6 percent of recent
domestic consuﬂpuog. The steel industry has an impressive record
of self-help in adjusting to the increased volume of imports and at
the same time Tm“% steadily within the economic expansion of
the last 5 years. In 1 uction was at an alltime high; shipments
were close to the record levels of 1965; employment in 1965 and 1966
was higher than in any year since 1957; assets of the industry were
at an alltime high in 1966; so was revenue; and net income in 1965
and 1966 matched the peak level of 1957 though the ratio of net
income to sales was down a point or 80. Capital expenditures in 1966
were $2 billion, and are projected at around $2.4 billion this year,
mostly for more efficient and competitive muction and distribution
facilities. Dividends last year apgromhed s billion dollars, wiich
exceeded the 3 previous years but were somewhat below 1962 and
previous years.
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Imports, at 10.0 percent of domestic consumption in 1966, were
also at an alltime high, while exports declined to the level of
1959, in part because of a decline in shipments financed by AID.
The year 1959, Mr. Chairman, was the year of the long steel strike
and is, I think, a key year. Many users of steel began importing foreign
products for the first thime, and international competition has in-
creased each year since then. Also in that year, as well as in 1958, our
exports dropped sharply and bave not recovered since. What we have
had over the last few years is a heavy demand for steel accompanied
by more diverse purchasing by some large users who, fearing a domestic

ortage or looking for price advantages, meeting their needs by buyiug

both foreign and domestic steel. Thus we end up with a high ratio of
steel imports to consumglgion which by and of itself is not a sufficient
case for import quotas. Though industry shipments and profits have
declined in 1967 because of & drop in construction and auto production,
steel imports have increased at a far slower pace than during the
1062-66 period. I think it fair to say that the steel industry appears
now to have passed through its alack period earlier this year, and,
through heavy investments, it certainly is becoming more efficient as
it modernizes. On the basis of these fants, I find it difficult at this time
to see that there is a need for im restrictions.
_ In short I believe we should provide relief from imports only
in the exceptional cases in which it is demonstrated that such a
remedy is necessary. We have existing procedures which are avail-
able to accomplish this. As the President said last week, our approach
should be to “* * * maintain a fair and just concern for the well-
being of those industries and their employees who suffer unusual
hardship from imports.”

All of the six bills now before this comnittee, taken together, would
provide new or more restrictive quotas on close to $6 billion or about
one-third of our dutiable imports. If enacted, we can expect that
countermoves will result to the detriment of our most efficient indus-
tries, those that are providing the most intense competition abroad.
These industries will be the first targets for counteraction by other
countries. If we take action affecting some $6 billion of our imports,
then we must be prepared to have our trading partners retaliate.
But let us realize that once we have taken the first big step, we will
have very little to say about which of our exports will be affected.
Nor can we estimate in advance what value foreign countries will
attach to these restrictions. Here I believe we have the ingredients
of a very large trade war.

But even worse, I feel theee bills in the aggregate, and those surely
to follow if these become law, would be, in fact, a m:i:’r and highly
unfortunate turnabout in U.S. foreign trade policy, which, once made,
could probably not be reversed in our generation.

Thank you, Mr. C .
The CrairMaN. Thank you. Ambassador Roth?

STATEMENT OF AMBASSADOR WILLIAM M. ROTH, SPECIAL
REPRESENTATIVE FOR TRADE NEGOTIATIONS

Mr. Rors. Mr. Chairman and Senators, although the President's
Dnegotiation authority under the Trade Expansion Act of 1862 ex%ired
on July 1 this year, the rest of that act is still in force. and I hope
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éhat its stated purposes remain an expression of the intent of the
ongreas. ] ]

Two of those Eumoaes were stated in the act in precisely the
language in whic ey were approved by this very committee a
little over 6 years ago:

1. To stimulate the economiec growth of the United States amd maintain and
enlarge foreign markets for the products of the United States agriculture, in-

dustrv, mining, and cominerce; and,
2. To strengthen economie relations with foreign countries through the develop

moent of open and nondiscriminatory trading in the free world.

The Trade Expansion Act won the approval of overwhelming
majorities of both Houses of Congress. Comprehensive trade negotia-
tions, spuntaneously and universally known as the Kennedy round,
were carried out under the authority of the act.

Mr. Chairman, may I say the negotiators did not trade a horse
for a rabbit. We did, I ove, got & good Yankee deal that will
in the future lead to an increase in our exports and to a growth in
American jobs.

Under the agreement that resulted, tariff concessions were exchanged
covan'nr about 840 billion of world trade. For example, the external
tariff of the Common Market was reduced on over $10 billion of its
import trade, ‘ncluding tariff reductions on 87 percent of its dutiable
imports from the United States, The largest share of the duty reduc-
tions we obtained from the EEC was in the field of industrial products,
but tariffs were reduced on more than a quarter of their dutiable
agricultural imports from us. In addition, $82 million of their agri-
cultural imports from us is accounted for by wheat, which was in-
cluded in a new World Grains _zl\lfreemen.t. negotiated as part of the
Kennedy round and which we will sign this week.

It is, however, just as important to the United States now as it was
in 1962 to maintain and widen its nccess to world markete—particularly
as regional trading blocs like the European Economic Community
grow 1n significance.

The big gain for American producers, as they confront the evolving
patterns of world trade, is that much lower tariffs against our exports
in Europe, in Canuda, und in Jupan will come into effect in stages
over the next 4 years—unless we put our trade policy into reverse and
throw them away. ) .

I do not think it is ble to exaggerate the fnvity of the decisionsa
that this committee has been asked to make by the authors of the
quota bills that are the subject of these hearings. If they were to be
enacted not only would these most recent gains from the trade agree-
ment program be sacrificed but all the 'pmgress made by the United
States since 1934 toward establishing fair and orderly international
trade relations would be put in serious jeopardy. _

These bills, if enacted, would run con to international commit-
ments undertaken under authority exp edv conferred by the Con-
gress. U.S. imports of the products covered by bills to impose new
quotas or make existing ones more restrictive amounted last year to
over $6 billion. If the general quota bill that has been described in the
press were to be added to these specific product bills, the figure would
not be 86 billion but more than $12 billion, or nearly 50 percent of our

total imports in 1966.
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Countries that take lg far the largest part of our exports have
already put the U.S. Government on notice—as Secretary Rusk
indioatecr——that they are watching closely the fate of these bills. We
can be sure they are already studying the measures they could take in
retaliation. The prime candidates for such retaliation would almost
certainly be those in which American exports are now contributing
heavily to our export earnings or have the greatest potential for growth:
chemicals, farm equipment, industrial machinery, wheat, feed grains,
soybeans, fruits and v,ﬁ:ubles, electronic equipment, and tobacco,
to take a few examples. The effect on our balance of payments would be
incalculable.

But the sacrifice of the hard-won gains of the Kennedy round and
the likely disruption of & large portion of our export trade are only
two of the costs we will have to pay for the passage of these bills.
Another is the direct impact on our domestic economy of the curtail-
ment of imports.

Consumers will be hit both by higher prices and restrictions on their
freedom of choice. This will be a heavy burden upon households and
upon all Americans whose incomes are low and fixed—notably our
senior citizens. Many of the small businesses they patronize will suffer

as well.

Producers will find the costs of the supplies they n%ing up—
and their ability to compete in export markets will necessarily be
m *

garmeu will suffer from a cost-price squeeze. The costs of the thl:ﬁl
they buy will increase at the very moment their exports are drastically
reduced by the retaliation our own quotas are certain to provoke.

Perhape even more frightening is the almost inevitable effect on the
position of the United States as the principal advocate and defender
of the free enterprise system. Quantitative restrictions are the negation
of the market mechanism. They are the antithesis of the concepts on
which our free enter system is based.

The bills before this committee represent a drastic reversal of the
trade policy the United States has pursued and an undermining of the
foundation upon which the whole structure of our international com-
mercial relations is built. I do not see how these relations or the inter-
national organizations we have nurtured to support them, could sur-
vive such a reversal.

One might be able to understand, if not to sympathize with, the
rationale of these bills if the United States were in a depression, or
even a recession. The contrary is true. Our national product, in
constant dollars, is up 27 percent since 1962. Corporate profits, after
taxes, have gone up 38 percent in the same period. Unemployment
has gone down from 5.5 to 4.1 percent.

I do not say, Mr. Chairman, that particular firms or groups of
workers, or possibly even specific industries, are not experiencing
difficulty because of imports. I do say that if tfaey are being adversely
aﬂm by (ilmporgs,. thorzggxlou.ld aeekthrdig through the proe»db ures

under exis ation, rather than attem to
&f:n;. These proce %-—with_ one exception—are u:gilu:ﬁo s.ns can
rrovnde relief which is meaningful as well as consistent with our
iberal trade policy. These include the escape-clause provisions of the
Trade Expansion Act which bave not yet been thoroughly tested,
as well as the Antidumping Act, the copntervailing duty provision
the unfair trade practices statute, and section 22 of the Agricnltuni
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Adjustment Act. The one exception is the adjustinent assistance
wovision of tne Trade Expansion Act which we hope will be liberalized
y_the Congreas in the administration’s trade bill.

Let me briefly sum up my conclusions concerning the bills that are
under consideration:

1. They would undoubtedly bring heavy retaliation against U.S.
exports that are exsentinl to the health of our American industry,
labor and agriculture, and to our balunce of payments.

2. They would rlwo additional burdens on U.S. consumers and
producers, when the economy is already facing serious inflationary

pressures.
3. They would undo many of the benefits obtained in the Kennedy

round.
4. They would be a breach of faith with an international agreement
concluded only 4 months :go—sn ment that was negotiated
ith the authority, support, and encourage-
ment of the Co '

largely on U.S. initiative, wi
hgreas, - . -
8. They would |:nnp1g,hf a long time to come, the ability of the
i 5 to-bring other countries to the negotiating table when
‘e need to protect our trading interests, particularly to come to
gndn with nontariff barriers to our exports.
. They could very well cancel out all the profreu we have made
since the war in persuading many countrive to rely on {ree en i
and free competition as the strongest stimulus to world trade und to
their own economic growth. )

The basic question here is what kind of an economy we want—one
cosseted by quotas and immunized from competition, or one vigorous
enough to compete effectively in the world market.

To give quotas to one industry, experience shows, merely sparks
demands for them by others. The national interest is much more than
the mere totality of sectional interests. The national interest, as
Presidents and Congresses of both parties have determined it for the
past third of a century, lies in the expausion of world trade, not its
contraction, and in free competition, not protectionism.

Thank you, Mr. Chairman. .

Secretary Rusx. Mr. Chairman, we appreciate the patience of the
committee in hearing what might appear to be a surplus of Cabinet

officers.

Two of my colleagues, the Secretary of Treasury and the Secretar
of Labor, wyere very regretful that they could not be here todayy
Secretury Fowler has sent in a statement, and we would submit it to
the committee for the record if the committee wishes to have it.

The CuairMAN. We are always pleased to have a communication
from the Secretary of the Treasury, Mr. Henry Fowler. It will be
inserted in the record at this point, and I will it as s00on as I have
an opportunity. »

' ('lPhe statement fromn Secretary Fowler follows:)
) Tas SEcaETARY OF THE TREAsURY,

e Washington, D.C., October 18, 1967.
Hon, Russzit B. Long, . v
Chasrman, Senate Finance Commiliece,

Wackingto:,. Dé.'. | ; ‘

Dxag M=z. Cuatruan: I an writing to you to express my judgment that the
recently pro im uota #f enac would worsen our balanoce-of-
payme:uppropg‘h?i: ukudym qawa\?:nt:'d by thet:"'ietnm conflict.

83-468-—87—pt. 1——8
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During the post-war period, our substantial trade surplus has been the or
sustaining element in our bufaneo-ol—paynwnu pioture. This trade nurplu':mljxu
provided the financial meauns for carrying on necessary military, economic, and
d(islomstic activities throughout the world with a convertible dollar of constant
gold value. Because of this trade surplus, we have not had to resort to the restric-
tions on personal freedom of travel abroad or on direct investment abroad which
80 many countries have used. 1 shudder to contemplate what would have happened
to our co-of-payments position and our gold reserves in the abesence of this
strong plus factor in our payments situation.

A counwry with a large trade surplus is uniquely vulnerable to the adverse
effects of a quota war and that is what wide use of import quotas would create.
To incite such a war would be a fool’s game since the U.8. would be bound to
end up as a loser. The broad use of import quotas may, at times, make temporary
sense for inward-looking trade deficit countries; but it has no place in thepolicy
of a major trade surplus country such as ours.

Import quotas would probably reverse the continued recovery of our trade
balanoe um whici the solution to our balance-of-paymeuts problem so heavily
depends. y would do this by causinf a loss of U.8, experts that would almost

exoeed any reduction in U.S. imports that they would produce.

There are three reasons for anﬂcipatiu?oa substantial adverse effect on our
exports as a result of widespread imposition of import quotas. These may be

erred to as the ‘‘feedback’ effect, the ‘“‘retaliation’ eflect and the ‘‘competitive
loss”’ effect. Let me describe each of these, in turn.

Feedback Effect. When we import, we put dollars in the hands of foreign countries
which are likely to use the bulk of them directly or indirectly either to purchase
U.8. goods, U.8. scrvices or U.S. long-term investnents.

Experionce suggests that for each $1 billion reduction in our merchandise
imports, we will Jose somewhat over half a billion dollars of exports. Other items
in our balance-of-payments accounts will also change; but I am speaking of the
observable statistical relationship between our merchandise imports and exporte
over a period of years,

If foreigners carn less from us because of quota barriers which we erect against
their goods, we can surely anticipate that their purchases of our goods will decline
even in (Ae absence of retalialory action against our goods. But there will certainly
be such action—and this leads me to the second adverse effect that the proposed
quotas would have on our exports.

Retaliation Effect. President Kcnnedy in his Balance of Payments Message to
the House of Representatives on February 6, 1961, warned:

“A return to protectionism is not a solution. Buch a course would provoke
retaliation; and the bulance of trade, which is now substantially in our favor,
could be turned against us with disastrous eflects to the doliar.”

President Johnson in his Balance of Pa‘vomenu Report to the Congress on
February 10, 1965, emphasized our obligation to avoid “beggar thy neighbor’

restrictions on trade,
If we start down the quota path, there will be retaliatory action abroad and our

trade surplus position will suffer.
The six Common Market countries have already given a veiled vn.rning that
they would retaliate. I do not think they are bluffing. The Commission which is
the executive arm of the Euro Community is reported to have already under-
taken a study dmnﬂm’wﬁm A Commission recommendation along
this line to the unity's Council of Ministers would certainly receive very
careful oonsideration.

Other ocountries would follow suit. I understand the Australian Government
has estimated that the quotas would apply to 60% of Australia’s exports
to 1 think country, or other countries in comparable situations,
the face of U.8. quota limitations affecting 80 large a

of
me add that foreign countries have a variety of devices with which they
the proposed U.8. quotas. include not only counter-
requirements which are

obvious but which could be m(z:ito effective in muein‘ thdrim&ﬂl from
.8. There is no doubt in my mind that these instruments would be brought
y within a short time after action by the U.8. along the lines of the pro-

In tion, then to the adeerse ‘‘feedback’ ¢ffect on our exports resulting from
a quota-induced reduction in our imports, there would be a decline in our exports
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due to foreign relaliation. Loss of U.8. ex due to these two reasons alone
might well exoeed any reduction in our imports resulting from the proposed
quotas. But the above losses would be supplemented due to a third adverse effect
resulting from impositiqn of im quotas.

Competitive Loss Effect. Imposition of the rog:'nd quotas, by curtailing com-
petition from foreigners, would encourage g.l( domestic prices for various
materials and components which enter our export products. As a result, our ex-
yoru would tend to be less competitive in foreign markets, and we oould expect
oreigners to buy less of them for this reason.

In August I testified before the House Ways and Means Committee on the
President’s fiscal program. In that testimony I emphasized the importance of
keeping our u?om competitive over the longer run and ted out that the
requested tax increase would ocontribute to this end. ntaining an open
economy—that is, one free from widespread quotas and other barriers to trado—
also contributes to this end. We cannot h:ro to produce in a highly protected
domtie market b:gd a}l successfully in h'i; .dy‘ o&u‘\ge&ﬁvo international mnrke::..

ve described above tAres adverse 0 g:opoood import quo
would have on U.8. exports. 1 cannot prediot exaotly what their wnhng effect
would mean in terms of dollar loss of U.8. exports for each dollar reduction in
U.8. imports brought about by the pro quotas. But my judgment is that
the ratio would be considerably greater than one for one—that is, more than one
dollar's loss of exports for every dollar reduction of imports. In summary, the
propooeduquom would hurt our trade balance and, therefore, our balance of
men

p.{’bo ap) h under our balance-of-payments has been in exactly
the oppﬂmﬁon—-mmdy to achieve an ex on of exports that would
outatrip the rise in our imports. In short, we are striving for a balance-of-payments
solution in the context of a hedth.y&expwdmmtemauonn economy such as

has been developing in the last decade or two. proposed Iﬁfhlsuon. by con-
trast, would looter‘l retreat to protccted markets which ocould beoome
cumulative. Protectionism is like inflation. There is never cnough of it for the

firm whoee costs arc seriously out of line.
Any adverse effects of increased imports on particular firms or individuals are

not remedied from the national point of view by transferring the disruption to
firms and workers engaged in exponina. Adverse effects, in any event, are likely
to be temporary in a period of healthy domestic growth and near capacity utilisa~
tion of domestic resources. We are not facing a period of mass unemg}gyt:ent and

e Adminis-

low rates of plant capacity utilisation such as featured the 1930’s.
tration's policy has been tﬁrecud more and more firmiy towards the maintenance
of a full employment, non-inflationary economy in which international trade in

both directions an important role.

Enaotment of the proposed bills would bring to an end an era of %. ve
liberalisation in international trade—an era which has witnessed t hest
growth rate that the industrialised area of the world has ever experienced.

The U.8. has played a rdolnthhﬂbudhsﬁonptmln:&diﬁicg

g0 .

to oo suoceasfully the Kennedy Round of trade n
and o Free World countries have recently agreed on a facility for supple-
menting existing international reserve assots, as needed, in order that a shortage

of such reserves will not impede the continued growth of world trade.
Our best interests at home and abroad would suffer if the U.S. were suddenly

to forsake its role in the expanding Free World economy for the illusory benefits
of an uota system.

4 Haxar H. Fowirzn.

The Crairman. I would suggest that Secretary Rusk act as the
chairman of the panel for the moment, and either answer the question
or designate whichever witnesses he thinks most appropriate to answer

it.
I am going to ask each Senator to limit himself to 5§ minutes on the
first round of questions, and we will discuss our procedure thereafter.
I think that will take up the remainder of this morning's testimony.
Mr. Secretary, statements by administration witnesses this morni
all assumed that every quota bill before us will be passed as introduced.
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It is, of course, logical to assume that the administration opposition
would not be nearly so fervent unless we were dealing with & theory
that the legislative branch is not as competent to act in trade matters

as the executive branch.
There are & number of executive quotas in effect today. The Secre-

tary of Agriculture administers at least four—on sugar, on dairy prod-
ucts, on meat, and on raw cotton. I have a pamphlet here of a great
number of others that he administers.

The Secretary of Commerce bas a quota on textiles. The Office of
Emergency Plann:xf and the Secretary of the Interior administer one
on petroleum. In addition, there are certain tariff quotas now in our

statutes.

I take it that these quotas, especially those imposed administra-
tively, indicate Executive awareness that there is & point where
imports are so severely harmful to domestic froducers at it would
be unconscionable not to provide some relief. I take it that there is no
objection to these quotas that are adwinistratively imposed.

Now, it would seem to this Senator that to some extent it is merely
a matter of degree as to what you believe is good for the Nation when
it is done administratively, and in some instances teud to view the
situation as bad if we enact similar quotas by law.

Assuming we in the Congress, who are elected to these positions, are
as competent to judge the Nation's interest as those in the executive
branch appointed by the President, then is there any reason why we
who make laws should not exercise our judgment by passing a law
after hearing the arguments for both sides, and then doing so, cannot
act in the national interests every bit as effectively as you

Secretary Rusx. Well, Senator, we in no sense challenge the great

constitutional responsibility of the Congress in this field.
I think there is a difference between 3uotas that are prescribed b

law and the use of machinery that can find flexible answers to cope wi
particular situations.

I must say that, in dealing with the quotas that we have, to which
you referre({; I think there 1s a general understanding in other parts
of the world that section 22, for example, of the Agricultural Act, is
necessary in connection with support of our own domestic agricultural
policy here in this country, and the use of that section is not likely
to set off a chain of retaliation of the sort that we have been con-

sidering.

F u.lx'\t‘iler, if I may refer to some of my own personal experience with
regard to the sugar quotas, there, from an international point of view
we are in effect conferring a benefit by special prices on a number of
other countries. But the political action taken by other countries who
are competing with each other creates each year a most difficult foreign
policy issue for us, and when one thinks about generalizing that or
extending it to a lng: number of other items, we are projected into
what could almost be called a state trading system in which the
political burdens we would bear would be very heavy indeed.

1 do believe, sir, that the Congrees has provided flexible machinery—
Mr. Trowbridge referred to some of them—in which we can find
answers within the general policy of the Congress and find ways and
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means to deal with the specific problems that on the merits are
demonstrated as fur as particular industries are concerned.

Now, one of the major achieveients in this field was the long-term
agreement on cotton textiles. But I hope the committee would not
underestimate the enormous difficulty we had in negotiating that
agrgeorénent at the time that it was negotiated, and in getting it ex-
tended.

I just think that if we are not careful we go into & jungle of inter-
Eovermnental action, and what concerns me most sic:lﬁcally, Mr.

’hairman, is that, also in some of these bills that are before you, we
are ?tﬁng into fields where there is a general understanding that the
privilege of retaliation is & part of the system. We will be urnishinf
the committee, and ha;n tzou have a great deal of that yourself,
some typical examples of the exports that would be subject to
retaliation.

So I would—some of my other colle gues may wish to comment on
this—but I would say there is a difference between legisiative guidance
to provide flexible machinery for dealing with specific Erob ems and
the establishment of quotas by legislative action which could cause
us great problewms.

he CuairMAN. I would like to say that as far as the chairman of
this committee is concerned, I have no quarrel in depth with you or
any of your colleagues in the ways in which you are administering the
laws passed II){ the Congress.

Secretury Rusk. Thank you, Mr. Chairman.

Mr. CuairMaN. I would stress those words, “in depth.” I might
differ with you on individual decisions, but in depth I think you are
doing a very fine job on it, and so are your colleagues here.

Secretary Rusk. Thank you, Mr. Chairman.

The CHairnaN. The questions that this Senator asked, and I think
some of the rest of us would ask, are whether these laws we have are
adequate to serve the national interests, and to do equity and justice
to the American producers.

Senator Smathers.

Senator SuaTuERs. Mr. Secretary, I want to ask you a couple of
broad-range questions to get soma obvious other answers and try to
see if we can make it understandable to the general public.

Do we now have a favorable trade balance and, if so, how much,
how many dollars in our favor is it?

Secretary Rusxk. It is approximately $3.9 billion last year, Senator.
It looks as though this g:ar might be $4.6 billion.

Senator Suatuers. So it would be fair to say that, under present
conditions, having a favorable trade balance, that the present system
whw.l:i '\vo have is working rather well insofar as the Nation is con-
oern

Secretary Rusk. I think, sir, so far as the economy as a whole is
concerned, we are demonstrating that we have a lively capability in
world markets, I will be glad to submit to the committee some of the
components of the stake which Americ;:‘rmduct.ion has in export
mugou. In many industries, this is a crucial part of their total efiort.

Senator SuaTHERS. I think it would be helpful if you would do that.
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(The committee subsequently received the following information:)
INDUSTRIES HAVING SUBSTANTIAL EXPORTS
[1964—Mest recont year for which comparabie ststistics sre preseatly available]

Workers
D&mm ' ! w'g Molor on export
o m
SIC codes Industry tion (‘:ﬁ’.’.':.; Woutput! ment!  markets
(millioas) (osti-
mated)
ANthI2Cit8 COBl. ..o o.eeenncncanncecanannne .~ 31488 gz 1 1 111,200 1,600
Bituminous CoBl...........cuoeu.cninnencnans 2 us,: 1.2 20 13,000 ggg
Flour and other fmn mill products........... 1,944, 208.0 10 32,900
Vegetable ol mill products.................. 2,042.8 3.9 16 319,100 3,000
Tobacco manulactures. . ... 3,212.3 l3l.: 4 100 3,800
Alkaslies and chlorine products 567.6 40, 1 23,800 1,600
. Papeaiboard mill produets. ................... 2,328.3 131.4 8 600 3,900
ln:&sm;l.d:mn chemicals (not elsewhere 4,334.0 449.1 - 10 112,100 11,200
g4
industrial inorganic chemicals_.............. 3298 i 10 95200 9,500
Plastics materisls, synthetic resins, and nom-
vulcanized elastomers..................... 3,001.4 3812 1 81,200 $,900
2822........ Synthetic rubber. . ......oueeeenniennnnnnnas 919.9 179.2 19 313,400 2,500
zlg?.;..i.-. B&uud’ %.whm.m. ,2781 19.6 ? 100 6,100
i N N g:ca icing rma-
CAUIKBIS. e s P a2 as) $o12,300 8,90
208.8 4.1 20 12,000 1,400
80.8 37,700 2,200
897.8 . : §8, 700 §, 000
] L7 1L B0 830
3ll........ Steam engines, turbines, and parts_._........ 603. l% 3 32,600 , 300
8........ lmm!' ”e:;mnm engines (not elsewhere 1,564.3  250.3 16 54,400 8,700
ﬂ“ﬂ .
Farm machinery and equipment.............. 2,83.2 431 15 128,500 18,900
Co:'su:cthn azl mining machinery and equip- 3,161.9 1,112.3 35 128,500 44,900
o
Oilfisid machinery and equipmest............. 642.8 1508 34,500 1,900
Motal Cutting Othing f00ls .~~~ -mermo: LNSZ 2048 B oo 2
Conveyors, hoists, and industrial cranes.......  684.8 58.5 9 32,500 2,900
Textile machinery and parts. . .......ceee.... 558.8 140. 3 28 , 600 9,900
Miscelianeous metalworking machinery....... 1,301.1 272.8 2; $00 14,300
Paper industries machinefy......ceceaeee aeue 378.0 64.4 17 819,600 3,300
Food products machinery.. .. 5305 1083 19 .10 7,000
Printing machinery and parts. 430.8 2.9 |} 25, 600 4,800
Pumps and mm ..................... 1,39.9 10.9 13 68,900 8,600
Computing ines and office machines (not
eisewhere ), scales and balances
oxcept 1aboratory. .. ..cceececaeincenanena 2,400 8 43.1 18 9158,300 27,900
3562... ...... Ball :':;i :t:pl:' b‘:lr el kel s . L0140 8.3 8§ 55,300 4,400
2623,9...... Weid ra industrisl goods
(ot sisewhere amlﬁcd ) I SI8. S 50.3 10 325,900 ;.SM
TR ma;‘u'cmm ....... . m 8¢ 4 &2, 12,100
' S0 _Mechinicsl messarieg lectr Y usg 2.7 13 ug:ooo 24,300
301........ Photographic equipment snd supplies. 1,902, 1.2 10 75,900 1,500
»8i3........ Switchgear and switchbosrd apperatus . 1,028 N4 3 68,000 , 300
»2........ Motors and genersiors. . ........... covasace . 1,61581 I& 0 L ] 400 700
........ ndustris) controls... .........ccccececneanean 7‘”.0 ] 4 000 , 900
M......... Motor vehicles and equipment............... %,87.1 1,688 . § 755,400 37,700

v

1U.S. Bureau of the Census, “U.S. Commodity Experts and Imports as Related to Output, 1064 and 1963, U.S. Gove
ernment Printing Omalz:’sh g:n D.C., 1966. .
" .;. us. Dounuc:‘t “«‘um r, * Vlﬁ:'w osdc‘bm:& Shtmmw the m lsh“hh" |m.-'cs." Sulletia Ne. 1312-3,
Goverament odu‘ i .C.; unpublished reau of Labor Statistice,
3 Unpublished data provided by the lm:'u of Labor Statistics, prov

Senator SuaTHERS. What is our situation with respect to our
alance-of-payments deficits? How big is it?
Secretary Rusk. The figure for last year was about $1.4 billion, and
ig looks at the moment as an annual rate of $2 billion at the present
ime.
Senator SMaTHERS. If we adopted these measures that have been
proposed, which as you say would result in retaliation, and I am sure
that is correct, what would be the situation then with respect to our
balance-of-payments deficit? Would it be worse or better?

.
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Secre Rusk. I think, sir, that we would get ourselves into very
serious difhculties with our balance of payments, because our balance-
of-payments deficit in part stems from obligations which we cannot
avoid, our security commitments abroad and, indeed, some share of
the total of what 18 called fo:sgn assistance in the world.

Now, if we start a downward spiral in the trade field, then we inev-
itably shrink our ability to earn on the merchandise account the sur-
glus (ﬁmt will keep that balance-of-payments deficit in reasonable

un

Senator SMATHERS. So it is reasonable to assume, if we adopted
these bills, not only would our balance-of-payments deficit not im-
prove but it is reasonable to assume it would be worsened.

Secretary Rusk. I think, sir, these bills, plus the action taken by
other governments, would have that result.

Senator SMATHERS. Mr. Secretary, how many jobs are directly
related to our foreign trade—directly related?

Secreta.r{ TrowBRIDGE. Mr. Chairman, I would like to say we use
a rule of thumb which, if I am not mistaken, is about 100,000 jobs
per each billion dollars’ worth of our exports. So this would come to
close to 3 million jobs at the current level of our exports.

Senator SMaTHERs. All right.
If we pass these bills, it is obvious that we would have less foreign

trade, so is it logical to conclude that there would be therolﬁ more
px;)ex;lployment in the United States, that these people would lose
jobs

Secretary Rusk. I think, sir, there is no question there would be
a very serious effect on employment in this country, with a spiraling
downward of production, of exports, and indeed, of jobs that are
taken up under imports and processing of imports. So, through the
economy, I think there would be shrinking employment.

Senator SMATHERS. The Secretary of fgriculture indicated today
that much of the farmer’s income, & good proportion of his income,
results from e,o::gorl; trade. If we adopted these bills what, in your
judgment, specifically would happen to the farmer, Secretary Freeman?

Secretary FREEMAN. Well, there would be a simrp drop-off in net
farm income, without any question. Exports account for about 17
cents out of every farmer's net income, and that net income was
$16.5 billion last year.

I might add also, Senator Smathers, that in the employment
ﬁﬁres to which you are referring, there would be included 538,000
jobs that are tied directly to agricultural exports. L

Senator SMATHERS. So it is reasonable to conclude, is it not, that
the farmers as a group would actually suffer rather dmstioally if we
passed these limitations? . . i .

Secretary FREEMAN. No question about it. I think, as I tried to
emphasize, that the farmer has a greater stake in expanding trade
than perhaps any segment of our economy. .

Senator SMATHERS. Now, Mr. Secret Rusk, would it not be
reasonable to conclude if we passed these bills, therefore, and condi-
tions of unemployment might result in the manufacturing business,
the farmers are not better off, would it not be reasonable to conclude
that because we are not importing competitively certain items, that
the price of most consumer goods could rise?
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Secretary Rusk. I think, sir, the consumer has a_tremendous
interest in this issue, not oniy with respect to prices, which would be
vm real, but also with respect to selection, choice, taste, and questions
of that sort.

Senator SMATHERS. So while it would be that we might be helping
in some instances those people who are directly related and directly
working with a icular industry, the fact of the matter is, is it not,
that if these bills were passed not only would we worsen our balance-
of-payments_position, not only would we lose the balance of trade
advantage which we have, not only would we increase unemployment
but in addition to that we would increase the cost of living for all
of our citizens?

Secretu'g Rusk. That is our deep view of the matter, sir.

Senator SMATRERS. Now, has it been your observation, since you
have been around Washington—I do not mean to put you on the
:got with this—but for years, has it been your observation that the

ongrees acts rapidly in matters of specific industries or specific
questions when they arise? Well, anyway, do you see what I am driving
at? Has it been your observation——{Laughter.}

Secretal:y Rlusx. Well, Senator, I think I see what you are driving
at. ughter.

e see from time to time, if I may put it in very friendly terms,
what might be called a little guerrilla war by particular interests or

another.

But let me say this, sir, that when you look back over the last
several years, and when the Congress is seized with the fact that as
a corporate body it has the responsibility, for all of its people, the ex-
porters, the importers, the farmers, the consumers, and everybody
else, that, on the whole, the Congress comes out pretty well.

Senator SMATRERS. I agree with that. I am very much for the
Congress—but has it not been your observation that the Congress can
act well and does act well with respect to basic broad programs, but
when it comes to taking over administrative duties and legislating
specifically in certain types of industries and things of that character,
such as the railroad industry or the airlines, or whatever it is, we have
seen fit to establish cies to do that for us, and I think wisely so;
is it not your observation that probably the Congress would not be in
a position to act as quickly with respect to some quotas as such, as
we are talking about today, if conditions should change in the foreign
country or here with the rapidity which is needed?

Secretary Rusk. I think that is one of the very im&orunt factors
here, because flexibility requires that there be a capability to act at a
pace that is faster than the Legislative Calendar of the Congress.

" Senator SuaTHERS. Mr. Chairman, my § minutes are up, so I yield

m y.

The CaHAIRMAN. Senator Williams.

Senator WiLLiAMS. Mr. Chairman, I will have some questions. But
I recognize the hour is late and some of our members have to leave,
so I am going to yield to the Senator from Utah first.

_ Senator BENNETT. Mr. Chairman, this has been a most enlighten-
ing morning for me. We have heard every old bogeyman about the
effects of protectionism raised that has ever been raised in the history
of the country. They have all been waved before us again, all the

4
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effects on the total economy and all the effects even on the poor peo-
ple who, I guess, are going to be injured if this bill is attached to the
social security bill, or whether the bill is passed or not.

It has been interesting to me that the Secretary and Mr. Roth have
raised these bogeymen, and then the Secretary of Agriculture, who has
attempted to help the Jury industry by putting restrictions on the thing
that we are asking, the type of conwg' eration we are asking, for other
industries, has done a beautiful job of saying we can do it without
generating all the retaliation that the Secretary and Mr. Roth have

raised for us.
He made it clear to us that it is a very difficult job to negotiate
these problems. It is difficult, and it is panful. But the Secretary of

iculture did it.
would like to address my first question to the Secretary of A&n’
culture. Is it fair to say that under section 22 the farmers in this
country have a protection that is not available to the industrialiste?

Secretary FrecmaN. Noj; I think it is not. I think the same pro-
tection that the farmers can get under section 22 is acoorded to other
segments of our economy by the escape clause, countervailing duties
and antidumping procedures. ) .

Senator Curtis. Does not section 22 authorize specifically the
curtailment of imports in order to make our own price-support
programs effective?

Secre FreEMAN. That is correct.

Senator BENNETT. Is that available to industry?

Secretary FReEMaAN. There are no price-support programs aud no
comparable examples,

) dSenator BENNETT. The answer is, “yes,” it is not available to .
m ustry‘

There was one comment in your statement that intrigues me.

Secretary Frrxman. T you for answering the question.
[Laughter.

Senator BENNETT. Do you want to correct my answer?

Secre FrexuaN. Well, I do not think it is & very meaningful
answer, if I may say so, because you are talking about apples and
oranges, and not about the same things at all.

Senator BENNETT. Well, my point is, and I think I have established
it, that the farmer does have s type of .escape in his products if the
come under attack, which is not available to the producer of in-
dustrial products. It grows out of the difference in the basis of his
production, and it grows out of the difference in the law affecting
production, but he does have a basis of escape, and you have used it,
and you have used it without the kind of retuliation that we have
been frightened with here this morning.

Secretary FREEMAN. In the interest of accuracy, might the record
show that section 22 applies only to those items where we have price-
support programs, that, as a matter of policy set down by the Con-
gress, it operates in the national interest to protect the National Troeas-
ury, if you will, and that the products affected run to, oh, roughly, less
than 40 percent of farm commodities. :

Senator BENNETT. Are our dairy products among those items?

Secretary FREEMAN. Yes.

Senator BENNETT. They are.
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I was interested in another comment or combination of rather
widely separated comments on essentially the same subject in your
statement, and I would like to get it straightened um my min

You said, in effect, that the importation of beef not substan-
tially damaged the price of beef, and you said that the particular
volume of beef that was imported in chief is manufacturing cow beef,
and you pointed out proudly that the prices had been rising.

Then at the very end, you said, and I quote, “And in dairy cow
numbers the main domestic source of this kind of beef in the past has
dropped one-third over this period.”

y did it drop one-third

Secretary FRExMAN. It dropped one-third because dairy farm in-
come, particularly the price for butterfat, had been far below a level
that would permit a continuing of output at the level we enjoyed from
thenumberolsmmslsinthowliorxri . '

Senator BENNETT. Don’t you think the import of, or importation
of dairy products had an?hmg to do with the decision of the dairy
farmers to cut their herds

Secretary FreEMAN. I think not; imports had a very, very small
impact, because out of the 125 billion Jmunds of consumption, less
than one billion pounds was imported. These amounts are very
modest, and I think have almost no effect.

Senator BENNETT. Well, why then did the dairy farmers cut their
herd;rono-thirdf Did the consumption of milk in the United States
go o

Secretary FREEMAN. Yes. In a number of years—the consumption
of milk in the United States this year, for example, is about 5 percent
les%hsoaaljt.hgn(iltwaslaﬁiyear. t serioul L

e dalry industry, likke most segments of agriculture, 18 go
through a ve basug adjustment which has involved larger uniltl:g,
primarily family farm units.

Senator BENNETT. You mean larger cows?

Secretary FrzzmaN. I mean more productive cows. Some of them

may be largur, too, but the yield from the average animal today
is substantially greater than it was 10 years ago.

Senator BENNETT. Is it as much as one-tﬁrd’ greater? In other
words it seems to me, and I am not a dairy farmer, that there must
be a direct relationship between the importation of dairy products
and the reduction of she number of animals by one-third.

Secretary FREEMAN. I would say that that is not true. There is no
relationahi%whauoever.

Senator BxyNeTr. Well, this is strange economics to me. )

Now, much has been made, particularly by my friend from Florida,
of the fact that Qgixfreae moves very slowly but the administration
can move very quickly.

The newspapers have been suggesting the last little while that the
settciknf of these hearings is forcing the administration to move rather
alui ly on the preparation of alternative proposals to give relief to

80 mdusmes.c @ ’

an we such proposals

Secretary %nownmnon. I could comment in dgeneml.on that. I

think we have to specify which industries are under consideration.

¢
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Senator BENNETT. Let us just say any one of the industries whose
tatives will appear before us in the next 2 days.

scretary TrowsrinaE. I could comment on, for instance, the

textile industry whose concerns on thé impact of imports have been

particularly strong this year.

I would ythmknamt our attention to the problems of that industry
has bu:n constant, and has not necessarily sped up in the last few
mon

We have determined that & rapid Tariff Commission study should
be accomplished. Well, as soon as that study is received, we will put it
together with our own information and come up with some recom-
mendations on future tgolv:i But I do not know of any immediate
speedup as a result of these hearings.

Senator BENNETT. Perhaps the man to whom—

Secretary Rusk. Senator, Ambassador Roth mentioned one ex-
ample of one point under consideration, and that is the adjustment
provision of the Trade Exransion Act. Perhaps he might want to

on further.

comment on your questi
Mr. Rota. Mr. tor, I think there was some misstatement of

what was said in the newspapers. The administration is not going to
come in with & change in the escape clause procedures, for instance,
under which an industry that is injured by imports can apply for
relief either through quota or tariff increases.

We will come in as a part of a tripartite bill with more liberal criteria
for adjustment assistance to groups of workers and individual firms.

Senator BENNETT. In other words, unemployment compensation
which leaves the men still without a job because their jobs are now
being done by someone overseas.

Just one more comment.

Mr. Rors. The point——

Senator BENNETT. The gavel has ?no down on me. Unfortunately,
the Secretary of the Treasury is not here, because what I am reading
is that you are coming up with special tax benefits or proposals for
special tax benefits for these industries.

Thank you, Mr. Chairman.

The CHAIRMAN. Senator Anderson.

Mr. Rora. Mr. Chairman, if I could just say apropos of tax
benefits in adjustinent assistance to firms, there are tax benefits

presently in the law.
higenator ANDERSON. Senator Hartke has to leave and I will pass to

The Cra1rMAN. Senator Hartke.
Senator HanTxx. Mr. Secretary, do you think the United States can
continue to afford the loss of American jobs as an instrumeat of our

foreign polioi?

Secretary Rusk. I think the great trend has been the other way,
that we are gaining jobs and increasing employment by the increase
in our exports and the more lively participation of the United States
in two-way trade at r:rndly increasing rate. )

Senator HArTxE. Would you t:{ that is true in the question of steel?

Secretary Rusx. Well, the steel— .

Secretary Trowsripas. I might comment, on that Mr. Chairman.
Thejindustry, the steel industry, employment in totals from 1960 to

re
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1966 moved from 572,000 downward then moved back up again to
584,000 in 1965, and 576,000 in 1966.

It is, therefore, at about the same total level of employment, but at
considerably increased productivit{ per worker. .

Senator HARTKE. Yes. But the fact is that for every 1 million tons
of steel which are shierd, our mills in the United States employ
6,400 wage earners. There are an additional 1,300 jobs which were
directly involved in coal and ore xmm:g and in transportation. So,
therefore, for every 1 million tons of steel this means employment for
7,700 Americans,

Now, you will not deny this, I am sure, that steel imports have
gone, during that same period of time, roughly, from about 1 million
tons to 11 million tons, to roughlg 10 percent of the total American
production; is that right or wro ‘ . .

Secretary TrowBRIDGE. The figures for the same period of time,
3,300,000 tons in 1960, 10,750,000 tons in 1966, 11 percent.

Senator HARTKE. We have 11 million offshore tons of steel imported

into the United States; is that correct?
Secretary TrowBRIDGE. About 11 million tons, about 11 percent;

yes, sir. )
Senator HARTkE. And this represents the export of 69,000 American
jobs in the basic steel industry alone, and 14,000 jobs in supporting
acti;ities, an export of 83,000 jobs in that industry alone; isn’t that
true
Secretary TrowsRrIDGE. If you use the basic premise, Senator
Hartke, that imports always displace American jobs, I sup &our
arithmetio is true. But imports also provide many jobs for others
connected with the handling of imports. You have to discount that

rtion.
poSenator Hartke. I saw where the Secretary of State had to go
back to 1964 statistical material to find a favorable basis upon which
to even make a statement. I am dealing with the latest figures we have.

Secretary Rusk. Senator, I believe I will ask Ambassador Roth to
comment additionally on this, too, but we do export steel mill products,
which ought to be taken into account.

Senator HArTkE. I understand that.

Secretary Rusx. And we also export very quantities of ma-
terials that have steel in them, machine tools, and all the rest of them,
automobiles. '

Senator Harrxx. I understand.

Secretary Rusk. So those all mean jobs, too.
bnﬁmbass;;lor Roth, would you like to add to what Secretary Trow-

go sai

Senator HarTxs. We export how many automobiles to Japan?

TrowBRIDGE. About 4,000.

Senator Hartxx. Four thousand.

Who is the biggest exporter of steel to the United States?

Secrotarﬁ'fnownmnou. Japan.

Senator Harrxx. Dollarwise, who has a favorable balance, auto-
mobikl:, n;n.chinery, tools, snytining else with Japan—how much? Do

u know
yOSecremry TrowsripGE. We have. In 1967 we will have a trade
surplus in total trade with Japan of an estimated $400 million, if I

am not mistaken. .
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Senator HArTkE. Is that on the basis——

Secretary TrowBRiDGE. That is all products.

Senator HArTKE. 1 understand.

Last year, did we have an unfavorable balance?

Secretary TrowBRIDGE. We had an unfavorable balance of $600
million.

Senator HARTKE. Is the favorable or unfavorable balance—not
taking into account projections as of today?

Secretary TrowsrinGge. Without taking into account projections,
our unfavorable balance for the first 8 months of this year is less
than half the $450 million deficit for the correupuudli:;ﬁlpenod in 1966.

Senator HARTKE. I understand the 6-month nce showed a
favorable balance in favor of Japan. These are only projections. Last
year was the first time there was a favorable balance of trade in favor
of Japan and against the United States; is that correct?

Secre TrowBRIDGE. No, the first unfavorable balance of trade

. tary v
with Japan arose in 1965.
Secretary Rusk. Senator, it depends on how far you go back. When

we first set up the United States~Japanese Cabinet Committee, we
had a favorable balance over Japan, and the results were very un-
favorable to Japan.

This depends on the circumstances of a favorable growing economy
as against ours, and we have an annual meeting to go over theie fac-
tors. But, perhaps, Ambassador Roth can comment on your question.

Mr. Rota. Senator, I wanted to give an example of what Secretary.
Rusk described in terms of imports of products which contain steel.
One firm, Catergillar Tractor, as I understand, buys something under
1 p&rcent. of U.S. steel production, which gives work to 8,000 steel-
workers. :

Of their 45,000 workers in their own factories, however, 15,000 of
those workers are dependent upon the export of those products.

Senator HARTKE. The truth of it is, if you take the facts here, that
one of the biggest reasons for our even having an export trade balance
is we take into account in the first place, foreign aid-tied purchases.

Is that not true?

Mr. Roru. That is right.

Senator HaArrxe. How much does that amount to?

Secre Trowsripex. I think it is a billion and a quarter for aid.

Senator HARTKE. I am not interested in the technical details of
amounts, because, a3 you well know, and as [ well know, if you take
out the foreifn aid, military sales and subsidized agricultural sales,
there is not & [avorable trade balance for the United States of America.

Secretary Rusk. I think, sir, when you take those out, my under-
standing is last year it was about $0.6 billion, and befure that it had
been about 2—82 billion a year—for about 4 or 5 years, taking out
the factor you are talking about.

Senator HarTks. That is right; $0.6—

Secretary Rusk. That is, if you take out—

Senator HarTxs. The foreign aid-tied sales.

Secre Rusk. The aid increment; that is right. -

Senator HARTKE. The foreign military sales, military equipment

salus, and subsidized agricultural sales.
S\:a?ur;u Rusk. Iﬁwnot sure about the foreign military equip-

ment sales, because those are—
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Senator Hartxs. That is all right. I am not arguing on the facts
of it. I am just taking those three factors. In other words, your

mili ipment sal foreign aid-tied and
b st i, o orin s d e d yout -

Mr. Rorm. '§ou are still in a surplus position.
Senator HarTxx. You are still with an unfavorable balance of

trade.
Mr. Rore. You are still in a surplus position.
Senator HarTx®. How much? urplus posi
Mr. Rota. We will get those figures for the record.
(The committee subsequently received the following information:)

U.S. MERCHANDISE—EXPORTS, IMPORTS, AND TRADE BALANCE, 1962-87

in billions of deliery}
s, ndios Merchandise uut‘:‘h.lnd nu*‘nﬁ?‘s
excluding U.S. general balence EMD and m Low 400 :t’quu
military grant imports (cols. A-8) Lwild
shipments ! programs us. Merchandise
(cols. A-D) beleace
(oohe. -0
w ® ©) o) ® (0]
el N
;g;:::::::::: : i \ ’ * i
........ - ° 18 H
L]

acludes rchases of military equipment.
ibm%wzmmmmummmmmmmumm
H s A
Sources dewwmmw mwummd

Senator HarTks. I will supply those figures for you, Mr. Roth,
and show you you are wrong.

Mr. RorTs. X]so, with respect to steel employment, I think your

included coal workers as well, did they not?

Senator HarTkx. I did not hear you. What? Coal workers?

Mr. Rota. Yes. ) .

Senator HARTKE. I used coal, transportation, in addition; sure.

Now, is steel a basic material of our economy?

Secre Rusk. Yes, sir. . i

Senator HarTxx. You with the words of President Johnson
of August 12 of this year, that steel “is the core of industrial America.
It has helped to make American productivity and technology the
wonder of the world. This vital product which we produce in un-
matched”abundanco is basic to our economy and essential to our
security.

I unﬁerstand those words mean something; right?

Mr. RorH. Yes, sir.

Senator HARTKE (reading):

It supports our buildings, spaus our rivers, arms our fighting men. It is funda-
menull:gothoumnds of products which are of everyday l?fe of every citisen
of this nation. It will become inoreasingly important to us in the years that lis
ahead. Research continues to uncover new uses for this durable and versatile
product to satisfy exacting military and civilian requirements.
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Those are the words of President Johnson on August 12 of this year,
and I am sure you agree with that. .

Yet, do you realize that the industry in the last 5 years, and I am
talking about the last 5 years, and the experts can correct me if they
want to, have never earned more than—I will quit in 1 minute—
never earned more than 70 percent of the profits that they earned
during the period from 1951 to 1955 or 1955 to 1956 and 1959, or
do you realize that in the last 10 years, the industry had the lowest
return on investment capital of the 40 major manufacturing
industries?

Do you realizse that the steel industry has higher fixed costs than
almost any other manufacturing industry, and that as far as their
increase in exports, it cuts down from domestic steel output, and
because of the high fixed costs which occur, regardless of output,
the cost per ton of domestic steel is continuing to increase, and real-
izing in the first 6 months of 1967, contrary to your testimony given
here, imports rose by 10 percent, domestic sales fell by 7 percent,
and profits fell by 28 percent? . )

Do you realize that the steel industry in their attempt to cut costs
by investing in new technology, and that this cannot be done unless

ere are returned ings, and their profits do not fall.

Contrary to Mr. Roth’s statement, it you take the periods of
corporate profits after taxes, instead of going up 38 percent, they have
dropped 28 percent in the first 6 months of this year.

I 'would just like to get one other statement in, and that is the fact
that there is an overcapacity of steel in the world today of some 70 to
80 million tons, and the United States of America has helped to finance
steel mills in 30 countries since 1950, and Russia has helped to finance

six more.
Before 1950 there were 30 steel producing countries in the world and

now there are 66. 'l'he U.S.S.R. spent nearly a billion dollars to
finance steel plants in Indis, Iran, %ru , and the United Arab
Republics. We have spent over $2.2 billion to finance most of the
other newcomers, and, thereby, reduced our exports, increased our
imports, and cut down job opportunities for steelworkers.

'Bhe CuAIRMAN. Thank you very much, Senator Hartke.

Senator Hartke’s time has expired. .

Sonator Gunnts. M Chairman, I waat to yield to the distinguish

ator Curtis. Mr. want to yield to the distinguished
minority leader because of the time element, and I would just ask one
question, not to be answered now, but to be supplied for the record
by the Secretary of culture. '

Mr. Secretary, would you provide the committee with & complete
tabulation of all the costs and the expenditures of the United States
to promote agricultural ts, what they are, how they work, and
what we spend out of the Federal Treasury one way or another, both

in giveaway, subaidized price, subsidized freight, and so on, if you
wilﬂlo thuty for the recorcl yo
Secretary FREEMAN. Yes.
(The Secretary of Agriculture subsequently informed the committee
that an answer to Senator Curtis’ question could not be prepared

in the time available.) )
Senator Curtis. Then I yield to Senator Dirksen.
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Senator DirksEN. Mr. Chairman, first I had better inquire of our
distinguished Cabinet guests here, what is your time picture? I see
that clock says 12:23. .

Secretary Rusk. I am afraid, sir, we ought to leave at 12:30. We
originally thought we might have to leave at 11:45, but our other
meeting was deferred for 45 minutes.

Senator DirksEN. You know 7 minutes is as nothing in the life of &

Senator.

Secre Rusk. I understand. [LtuYhter.]

Senator DIrksEN. I have got a whole line of questions, Mr. Secre-
tary, and I assume, I would just as well defer that because I can get
this at any time.

Secretary Rusk. I can arrange for witnesses to be available, Senator.

Senator DirksEN. I am sure you can. So I would rather not in-
convenience the Cabinet, since ‘ 16y are going en masse to another
place to meet.

I jl\lut want to once more express my delight to see them all. I wish
you had brought your colleagues along, the Secretary of Defense and
a few more; it would have been, that would have made it & complete

. meeting.
So I think at this point you will probably, for the sake of con-
"venience and because of the traffic, want to get back to the next
appointed meeting.
he CualrMAN, May I just make this statement with regard to
the news media. This committee bas been gradually liberalizing its
rules with regard to radio and television coverage.

Recently, we have respected the request of the Senators who wanted
radio and television in this committee room. It started as of this
year. We have not had the radio and television coverage unless it
was requested by a member of the committee.

The news media inquired about the situation with regard to this
morning’s hearing and with the chairman on his way here, the staff
member informed them of the rule.

If any member of the Cabinet at any future date wishes to request
that we have television and radio coverage of any particular heari:
before this committee, as far as the chairman is concerned, he woul
expect to honor it. b Mr

you very much, Mr. Secretary.

Senator HArTxE. I have & quesﬁot:rgemtor Young of Ohio wanted
to ask, which I will submit for the record.

(The question above referred to follows:)
h?ge-zlﬂon. I understand thnv} :&o Petrochen;i“onl Com anles have a vital intenm

| ] N are your WS al on NM’.D‘ ¢
needs as rmwam (feed Mch’ ) are ooncerned? e

(The answer received by the committee follows:)

Answer. Import allocations are made available for petrochemical companies
under the mandatory oil import eontrol program. A group of 10 petrochemical
companies has suggested to the Adminis! ration that the existing program be
revised to take account of these companies’ increasing need for feedstocks derived
from petroleum. These companies maintain that, uniess they have increased
acoess to fomign feedstocks in the future, their competitive position in the U.S.
market and in foreign markets will be adversely affected, with attendant implica-
tions for the U.8. balance of payments. We are reviewing the chemical company

proposal and other alternatives.

*
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The CuairMaN. We will be back here, then, at 2 o’clock, and we
are ﬁing to change the order somewhat to accommodate the time
problems of the members of the committee. We will hear from those
re%esentatives of the mink producers at 2 o’clock.

e will have a statement from Gaylord Nelson, Senator fromn
Wisconsin, and we will hear from Mr. Richard Westwood, and Mr. G.
Waedell, of the Danish-American Trade Council. Mr, Westwood is from
the National Board of Fur Farm Organizations.

Thank you very much, Mr, Secretary. )

(Whereupon, at 12:25 p.m., the committee adjourned, to reconvene

at grp.m. same day.)

(Two bills, S. 1856 and S. 1897, to amend the Tariff Schedules of
the United States with respect to the rates of duty on whole skins of
mink, whether or not dressed, follow:)

85-460—47—pt, 1——8






MINK SKIN IMPORTS®

"e” S, 1856

IN THE SENATE OF THE UNITED STATES

May M4, 1067

Mr. Newsox (for himself, Mr. Youxa of Olio, Mr. Morsrz, Mr. McGovery, Mr,
McCarry, Mr. Hatriewn, Mre, Mercanr, Mre. Mosoaer., Mr. Muxor, Mr.
Moss, Mr, Mirixm, Mr. Bavn, Mr. Proxyise, Mr. Jacxsoy, and Mr,
MaoNtwon) introduced the following bill; which wus read twice und
referred to the Committee on Finance

A BILL

To amend the Tariff Schedules of the United States with respect
to the rate of duty on whole skins of mink, whether or
not dressed.

1 Be it enacted by the Senate and House of Represenia-
3 tives of the United States of America in Congress assembled,
3 That (a) schedule 1, part 8, subpart B of the Tariff Sched-

*Witnosses testifying on this subject, pp. 63-100,
Communications recsived by the committes on this subject, pp. 100-110, and

ps 11538,

55
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3
ules of the United States (19 U.8.0. 1202) is amended

2 by inserting after item 123.50 the following new items:

10
1
13

8
4
s
6
7
8
9

“ Whole skins of mink, whether or
not dreseed:

of the domestie

...................... 80% od val. | 505 ad val,

part
133. 08 | Plates made of twe or sx0re whole
skine of mink, whether or not
dremsed..........oo00000iv00000 0%advel. | 50%adval. | ¥

(b) The headnotes for schedule 1, part 5, subpart B of
such Schedules are amended by adding at the end thereof the
following headnote: _

“5. The Becretary of Agriculture, for each calendar year
after 1967, shall, before the beginning of such year, estimate,
publish, and certify to the Secretary of the Treasury the
number of whole skins of mink, whether or not dressed, that
will be domestically consumed during such year. Estima-
tions made by the Secretary of Agriculture under this head-
note shall be final.”.
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s
1 Beo. 2. The amendments made hy the first section of
3 this Act shall apply with respeot to articles entered, or with-
3 drawn from warehouse, for consumption on or after Janu-
4 ary 1, 1968,




M= S, 1897

IN THE SENATE OF THE UNITED STATES

Jows §, 1067

Mr. Bexxere (for himself and Mr, Huuvsk. &‘mtrodueed the following bill;
which was 1ead twice and referved to the Committee on Finance

A BILL

To amend the Tariff Schedules of the United States with respect
to the rate of duty on whole skins of mink, whether or not

dressed.
1 Be it enacted by the Senate and House of Represenia-

g tives of the United States of America in Congress assembled,

3 That (a) schedule 1, part 5, subpart B of the Tariff Sched-
&8
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3

1 ules of the United States (19 U.B.0. 1203) is amended
2 by inserting after item 128.50 the following new items:

© ® 9 O G e W

10
1
12

“ Whols skine of mink, whetber or

not dressed:

133.60 In each calendar year before
the entry, or withdrawal
from warehouse, for cone
sumption of the number of
such skins which equals 0%
of the domestic consumption
of such skins during thas

under headnote § to this
SubPart ci.veiiinniriionens Tree Free
133.62 In each calendar year after the
entry, or withdrawal from
warehouse, for consumption
of the number of such skins
which equals 407, of the
domestic consumption of
such skine during that year,
as estimated by the Secre-
tary of Agrieulture under
headnote § to this subpart...| 50% ad val. | 50% ad val.
123. 63 | Plates made of two or more whole ’

skine of mink, whother or not B
dreseed. ....iiiiiniiiniinrannns 0%adval. |80%adval. 1"

(b) The headuotes for schedule 1, part 5, subpart B of
such Schedules are amended by adding at the end thereof the

following headnote:

“5. The Secretary of Agriculture, for each calendar year
after 1967, shall, before the beginning of such year, estimate,
publish, and certify to the Secretary of the Treasury the
number of whole skins of mink, whether or not dressed, thas
will be domestically consumed during such year. Estima-
tions made by the Secretary of Agriculture under this head-
note shall be final,”
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8
1 8Eo. 3. The amendments made by the first section of
3 this Act shall apply with respect to articles entered, or with-
8 drawn from warehouse, for consumption on or after Janu-
4 aryl, 1968,
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Senator BENNETT (presiding). Ladies and gentlemen, we are going
to start the hearings promptly, even in the absence of the chairman.

In accordance with the arrangements previously made, the first
witness was to have been the Honorable Gaylord Nelson, who has
advised the committee that he will not appear but will submit a state-
ment and, therefore, we will go on to the second witness, Mr. Richard
E. Westwood, of West Jordun, Utah.

(Senator Nelson's statement appeuars at p. 102.)

Will you take the stand, Mr. Westwood, please. )

I have a special interest and satisfaction in opeuinf this hearing for
Mr. Westwood because he comes from my State of Utah, and is s
mink rancher from West Jordan. )

He produces about 8,500 pelts annually at the present time, and
bas been producing mink for 22 years.

He is a member of the West Jordan Town Board and the Salt Lake
Vélllpy Citizens Committee, so he hus had a deep interest in civic
affairs.

He is also president of the EMBA Mink Breeders Association, which
is a national association marketing its products worldwide.

He is also fimt vice president 0? the National Board of Fur Farm
Organizations, representing all mink rancher associations, and has
other respousibilities in other industry organizations.

With him is Mr. David Henderson, formerly from Utah, and now
executive secretary of the National Board of Fur Farm Organiza-
tions; and Mr. Harold Lovre, former Congressman from South
Dakota, presently the attorney for National Board of Fur Farm
Organizations.

{r. Westwood has submitted to the committee 22 letters written
by mink producers expressing their position on this legislation.

I should say, without objection, but as I look around I do not see
anyone to object, so we will put in the record the names of a number
of people, and their letters, many of which are written by hand, will
be added to the files of the committee in this hearing but not included
in the printed record.

(The names above referred to follow:)

Andersen, Dule V., President; Peterson, Dennis, Secretary-Treasurer; Stone, John

R., National Board Member, South Dakota Fur Farmers, Mitchell, South

Dakota,
Amdt, Emcst, President, North Central Wisconsin Mink Club, Inc.; Grahl,

Merrill, Scorctary; Maguuson, Herbert, National Board Director, Phillips,

Wisconsin.

Bender, Frank, President; Pipkorn, Elmer J., Sceretary; Sheuerkaufl, Gerald,
Director, National Board of Fur Farm Organizations, inc.. Upper hﬂchigun
Mink Breeders' Association, Escanaba, Michigan.

Bennett, Lester W., L. W. Bennett and Sons, Inc., Victor, New York.

Bloss, Arthur, Director of Emba, Salem, Wisconsin,

Coleman, Benton, President, Lake Region Fur Producers Association; Bohn,
Donald, Rep. to the National Board; Eidcnschink, Patricia J., Secretary-
Treasurer, Lake Region Fur Producers Association, Detroit Lakes, Minncsota.

Dougan, Elbert M., President; Dougan, Carlene Soereur{-'l‘muurer; Gibson,
Lloyd W., National Board Director, Western Colorado Mink Brecders Asso-
ciation, Delta, Colorado. _
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Ear Lestel, President; Slack, Mrs. National Board of Fur Farm Organ-
berichgox ot Mink Breeders Association, Rrgs“

izations, Secretary; Upton, Gain, Hoosier y
Ceutorn,.'lndhna . ton, s B T

Ellison, Oscar President, Tren Illinols; Pirok, He: w Secretary,
Worden“gu‘noh, Central Illinois Mink Ranchers Auodnuon;.’

Erokso 0., President; m Charies L., Secretary; Wost R E
Vice President and National Representative, Fur Breoders Agricultu
Cooperative, Midvale, Utah.

Frisch, Robert R., Executive Vice-President, Northwood Mink Farms, Ine.,

Cary, Illinois.

G%rdgn. I!‘loy F., President, Nebraska Mink Breeders Association, Bennington,
N oDraska.

Hacklander, John R., President, Wisconsin Board of Fur Farm Cooperative,

Janesville, W
Harman, Roy D., Harman Fur Farms, Christiansburg, Virginia
Haﬁ’nwﬁ, Robert, President, Northwest Fur Breeders Cooperative, Edmonds,
ashington
Hofacre, Paul, Dircotor to National Board of Fur Farm'O&nlmtiono' Mead,
Emmett, President; Chylsta, Charles, Secretary-Treasurer, Ohio Mink Breeders

Association, Rave hio
Jacob, Ted, Prosident, "on State Fur Breeders Astociation, Tillamook, Oregon

Jansen, John, President, West Iowa Fur Breeder's Association, Simmons, Vashti,

Secretary

Klinger, John, President, Gannon, Francis, S8ecrctary, Wenstadt, John, N. B.
Dir., Chippews Valloy Fur Growers, Chippews Falls, Wisconsin

Kosinski, Danicl, Sccretary; Pavek, iloben, President, Lakelaund Fur Growers’

Association
Kriezox} Frank, Great Lakes Mink Association, Director to the National Board of

Fur Farm Organizations, Kenosha, Wisconsin

Kurbajec, Frank, Kenosha, Wisconsin
Mahon, B. E., Executive Sec’y, Olympic Fur Breeders Assn., Inc., Port Orchard,

Washington
Muin, Austin, Secretary; 8:raight, Leslie, Prcsident, Western New York Mink

Breeders Association
Mever, Robert F., President, North Shore Mink Breeders Association, Kenosha,

isoonsin
Moore, Larry, Presiden Moore Ranch, Inc., S8uamico, Wisconsin
Mueller, Everett, Prosi t;F ckson, Palmer, Jr., Legislative Chairman; Iowa

Fur Farmers Association, Fredricksburg, Iowa
Plier, Martha, Secretary, Mink Breeders Association of lllinois, North Chicago,
0,

Illinois
Rabel, Larry, Jr., President; Mingo, Phil J., Secretary and National Board
Representative, Fur Farmers Cooperative Association, Minneapolis, Min-

nesota
Saxby, Allan W., President, Saxby Fur Farm, Inc, New York State Mink

Farmers Association, Holcomb, New York
Schmidt, Leonard, President, Minnesota Fur Breeders Assn., Okabena, Min-

nesota
Space, Ralph, President, New Jersey Fur Breeders Association and Director,
National Board of Fur Farm Orgunizations, Inc.; Yucius, Walter, Secretary,
New Jersey Fur Breeders, Sussex, New Jersey
Trabucco, ﬁ Secretary, Board of Dh-ect,ol'll!~ Oregon Fur Producers; Willson,
Woodrow, Director, National Board of Fur Farms, Oregon State Fur Breeders
Association, Astoria, Oregon
Wal;eﬂel{iﬁ Lawrence, Secretary, Michigan Fur Breeders Association, Traverse
ty, Mic
Wertl{, John A., Preddonmm Co-op, Inc., Madison, Wisconsin; Jarls-
lt?‘erg, Wm{or&cmtuy- er; Brown, bwight T., National Board of Fur
arms
Westwood, Richard E., President; Sturgeon, Andrew, S'ecﬁcm. Zimmerman,
Myrle, Vico-President and Director to the National Emba Mink
Breeders Association, New YorkkNe

w York
Wiesman, Emil O., Member of the National Board of Fur Farming Chain O'Lakes
Fur R Wisconsin, enclosing letter from

Breeders ﬁfreaenuuve. Caroline,
Heistad, Arthur, Manager, Production Credit Association, Shawano, Wisconsin

.
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Y William D.,” President; O Erna B., Secre d Treasurer,
%:h:ukodq'g. Clyds, Director to Nlmd Board of Fur tI.’ru{mwa'nn!uuonl:
Zimbal, Robert, President; Braats, Secretary; Babr, Chester, National
Board Direcior, Kottty Moratns Mk Brostere Aarsiciec iy aaona
Senator Benngrr. Mr. Westwood, we are very happy to welcome
you, and we will be glad to hear you.

STATEMENT OF RICHARD B. WESTWOOD, FIRST VICE PRESIDENT,
NATIONAL BOARD OF FUR FARM ORGANIZATIONS, INC.;
ACCOMPANIED BY DAVID HENDXRSON, EXECUTIVE SECRE-
TARY; AND HAROLD LOVRE, COUNSEL

Mr. Westwcon. Thank you, Senator Bennett. )

Senator BENNETT. Anybody who has been chasing 8,500 mink
around West Jordan should be able to make himself heard.

Mr. Westwoop. I am going to leave out part of the text of my
prepared talk in the interest of keeping within the time limit.

nator BENNETT. It will all be included in the record.
Mr. Westwoob. I would like to have it all included.
Senator BENNETT. It will be.

Mr. Westwoop. Thank you.
My name is Richard E. Westwood, of West Jordan, Utah, first

vice ident of the National Board of Fur Farm Organizations, Inc.,
8 nationwide trade association devoted to the domestic mink ranchin
industry. This organization represents over 95 percent of the min
ranchers of the United States, and its 51 constituent member asso-
ciations represent virtually all mink ranching association activity in
the United States. I also speak in the capacity of president of EMBA
Mink Breec::ﬁt As:::lcistion. vod belialf of .
tism privilege to speak to you today on of a group o
proud my;l otherwis? self-reliant aéricultur{l producers, the mink
ranchers of the United States, who are fighting for their very survival.
Imeforts riding “piggyback” on s new and unique industry, and
sh tere(i by duty-free entry, have reached the proportions of s tidal
wave which inundates our markets and paralyzes our sales. .
Unlike most of the industries scheduled to speak at these hearings
the mink ranching industry is not merely concerned with its rate of
sroﬁt but with its right to survival. Its last cro‘f of mink pelts, some
n}ﬂﬁon, s quantity far below the total annual consumption in the
United States, has now been marketed, with great difficulty, far below
cost o{d;:roduction. As a result, its producers face imminent disaster,
since, like many other agricultural producers, the sales proceeds of one
crop must provide the financial resources for reseeding and propagating
* T producing the 1065 billion pounds of agrisultural and
n ucing the crop, over a on pounds of agricuit an
marine byprogucu were utifized by mink rpt:chers who spread their
$69 million worth of feed purchases over grains, packinghouse and
poultry offal, fish, and nutritional fortification materials. Over half of
the States sell a million or more dollars’ worth of byproducts for mink

feed annually.
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Now, we have never asked for, nor do we want any subsidies, but
out of sheer desperation, we have turned to the Congress of the
United States as a last resort, hoping that its power and wisdom will
find a way for us to retain our larms, and our skills, and our life’s

savings.

Mink ranching, as a profession, is just as American as movies and
jazz and mass production. And like other American genius that has
spawned endless enriching industries for the benefit of mankind, its
roots lie deep in native ingenuity and self-reliance. Mink is peculiarly
native to North America only, and the idea of converting its forest
beauty into an agricultural product for the benefit of the fashion-
conscious women of the world was a North American idea. In the
span of about 40 years, the mink rancher has brought this difficult
little animal from an esoteric forest oddity to its present rank—by
far the most pcm\;lar of all furs in the fashion world.

After 1940, erican mink farmers, having solved some of their
cagey breeding and production problems, formed marketing groups,
ai 1 1t was their genius to recognize from the start that funds must
be provided from their own sales to build consumer demand and to
set quality standards for the protection of the consumer. Further
foresight and genetic skill enriched the product of providing, in rather
rapid succession, a range of natural mutation colors ﬁi\’ing it endless
adaptability. No other livestock industry can match the rapid sci-
entific breeding progress developed by American mink ranchers. For
more than a generation, its associations have insisted on:

(a) Quality control and consumer protection;

(5) Product enrichment from new color and texture; and

(¢) Self-generating programs to build consumer demand through
promotion and advertising.

All of these cardinal points of self-help took money which might
otherwiso have been taken as profit by less progressive producers.
The ranchers’ association efforts since the early 1940’s have been able
to double the consumption of mink in the United Statos ovex‘?v 10 years
and they have spent an aggregate of about $20 millicn in doing this.

In the last crop year—1965—for which records are complete, the
ranchors produced 8!4 million mink pelts, then worth $160 million,

But little profit. In fact, during the past five seasons, 40 percent of
our producers have been forced out of business and currently the
survivors are facing disaster. Why?

No rich and promising market such as that created and built by the
American mink ranchers can escaﬁe the hungry gaze of enterprisin
foreign producers—especially while that market remains exposeg
mercilessly to invasion, from the binding of mink to the free entry
list, & classification, by the way, which was erected without consulting
the mink rancher who created the product.

It is hardly surprising, therefore, that the rancher long ago became
conscious of an unfair foreign competition, slowly stealing his mar-
ket away, riding “‘piggyback” on his promotions, producing at a lower
cost and expanding exports into the rich American bappy hunting
grounds which lay ahead, wide open, without an iota of import
regulation.

After import quantities began to back up at trade levels in the
American market in 1959, the ranchers, through their legislative arm,

’
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the National Board of Fur Farm Organizations, Inc., asked for Gov-
ernment relief through the escape clause, but the Tariff Comunission
a‘ftgr :a study of the industry, ruled that imports were not the injury
claimed. :

As predicted by the ranchers, ingestion of increased quantities of
mink, particularly from Scandinavis, sent the world market crashing.
Prices fell from $21.48 to $16.41, a 23-percent drop, establishing a
valuation base from which we have never really recovered. Since that
time we have lost over 40 percent of our producers, forced out of
business by the costa)rice squeeze.

Other avenues of Government relief were earnestly searched for,
with none promising to be effective. Since the Trade Expansion Act
of 1962 established rigid policy lines for freer world trade, we have
lived in a kind of terror, on the one hand respectful of ennobling
Government efforts to upgrade world prosperity, and on rhe other
hand fearing the inevitable catastrophe from foreign competition
which believed that the American woman would consume an endless
number of mink pelts, without the logical financial assist to build
new consumer demand.

And the inevitable descended upon us. In the past marketing season
prices fell from $19.48 to well below 814, nearly a 30-percent break,
and well below the cust of production. What industry can take such
dislocations as this? What respect for free world trade can be generated
from competition that demoralizes and displaces a unique and valuable
contribution to our agricultural and national economy?

In 1966 total imports increased 16 percent and in the case of the four
Scandinavian countries, over 23 percent. As examples of unreasonable
expansion, Denmark increased her imports to the United States 28
percent and Norway over 38 percent. o

Senator BENNETT. May I interrupt at this point to ask you if that
is an increase in 1 year?

Mr. WesTwoop. Yes. )

Senator BENNETT. That is an incrcase in 1966 over 1965?

Mr. Westwoop. That is correct.

Senator BENNETT. Thank you. )

Mr. Westwoop. In the corresponding period, growth of production
on American ranches remained at & mild and cautious 9 percent. .

Why cautious? Still mindful of the crash of 1960. Still trying to find
money to build new consumer demand. And still hardly able to make a
profit from the price structure of the sixties, from which 40 percent of
the Kroducers gave up. ' . _

The price structure of the 1960’s, however, did not impede our foreign
friends. Imports grew from 2% million, the total at the time of the 1959
Tariff Commission escape clause failure, to 5,675,000 in 1966, more
than doubling in that short span of years. )

In 1956, imports claimed 30 percent of the American market, in
1959 we were concerned that they claimed nearIII{ 35 percent of
consumption, but in 1966 their probable share will be 42 percent.
Where will they stop? ) N

Apparently, there is no limit to the ability of imports to swallow
up the domestic market. American producers, facing this stealthy
encrouchment of their own rightful domain, are only too conscious of
the advantages hunded out by Government to foreign mink ranchers
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throuﬁh duty-free entry. For the foreign rancher works from a lower
oost of living uces with noticeably lower labor costs, and makes
little financial contribution to the bui.k{ing of consumer demand.
And, forgive us, to point out here that he pays no taxes to the
U.8. community, maintains no schools here, carries no local civie
responaibilities, and elects no public officials. Forgive us, too, if,

borrowing a term from railroading, we use the term “piggy
in & loose manner. _

As an example of the kind of competition we face, the last 3 or 4
years have resulted in & total of 15,000 to 20,000 Scandinavian
groducom, each of whom it is said average about 450 pelts per annum.

uch insignificant average ranch uction is bardly more than
moonlighting and obviously does not constitute the producers’ principal
source of income. By contrast American ranches average over 2,250
pelts per annum, a quantity which requires serious full-time engage-

ment.
Uader the moonlightiexag conditions of the average Scandinavian
Eroducer, labor is provid luxly b{v a member of the family in spare
ours and payroll demands such as face Araerican ranchers are hardly

'Y xxajor production tfh.:u;rngh . ) Ny

n exception to tening picture of foreign competition is
Canada, 08:' neighbor and ooinventgg of mink ra:lgﬁng. anada, in
the gﬁm before 1059, assisted financially in building & mink market
in the United States. Her ranchers share similar cost-of-production
demands with us and, understandably, her growth rate, like our own
in recent years remains halting and cautious. Once the principsl
source of imports, Canada now ranks in fourth place and shipments
to us are slowly declining. .

Other foreign competition remains relatively static. But Scandi-
navia, which two decades ago was of little consequence, now exceeds
the United States as the world's major producer of mink. That is—
achieved such status in the year of world market disaster—is, we
think, significant.

Thox:fmScandinavian rancher associations have spent some money
in the American market, it has been largely used at trade levels in
pira.t.inﬁ our own trade customers and trade relationships—but little
to the building of new consumer demand.

Our brief to the committee staff will certainly contain a tight
documentation of our case, but our reason for being here today is

very simply a case of survival. ]

Thonzgﬂ total export figures on mink pelts do not tell the whole
story, there has been a st.ea;ijr increase in the percen of ranch-

ised mink pelts going abroad. Last year exports totaled well over a
million and brought home $22 million in ?ld.. Ranchers’ pelts ac-
counted for more than three-fourths of this bullion and the total will
steadily increase. By contrast, imports cost us in 1966 well over $73
million in gold. ) ) .

- Analyzing the statistics in the case is very interesting, and our brief
to the committee staff will certainly contain a tight documentation
of our case, but our reason for being here today transcends the theory
and practice of free or reciprocal trade. It is—very simply—a case of

survival.
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Competition with foreign producers, as they are presently aided b
duty-frl:: entry, has brought us to the brinkyo! disaster. ﬁuing ex!
hausted all hope of administrative relief, we have laid our cause before
Con , where in the last months we have found many Conq;nsmeu
and Senators who have given us courage and encouragement. To date,
over 78 companion bills or co-pqnnomhxﬁl have been introduced on
our behalf, patterned after the pilot H.R. 6694, introduced by Con-
gressman James Burke of Massachusetts.

In this action we have requested Congress to grant a simple device—
that is, to freeze the status quo as to the sharing of the American
market with imports. The bill directs the Secretary of Agriculture to
determine the domestic consumption of mink in 1 year and to estab-
}iah‘cgu:itl.lc limiting imports to 40 percent in the next. We think this
is & fair bill.

What other American industry, protected or not by tariffs, is willing
to guarantee its foreign com%tition that share of its domestic market
even in the face of disaster? Who else is willing to share future growth
to that extent? Some of our congressional friends say that this is too
liberal and that a freeze of status quo will but perpetuate the elements
of disaster already so apparent. .

Your indulgence in our case to hear the complaint and to carry it
to careful staff investigation is appreciated by all of the mink ranchers
of the United States. Without Government intercession at this point,
their proud and resourceful industry will certainly vanish. Without
some reasonable economic device that will assure stability in future
years, their ability to accumulate funds for product and market

omotion will uicklz evaporate. Without the mink rancher, the

ur industry itself will find it hard put to promote and vitalize its own
consumer demand, something it has never been able to do for itself.

Now, in summary, I would like to say that we produce an agricul-
tural product and use vast quantities o a&icultuml and marine by-
products in doing so. We have created the product and built the
market by spen $20 million of our own money on advertising
and promotion.

Imports have taken a share of the market over the years, a large

increasing .

Forty percent of our ranchers have gone out of business due to the

cost-price squeeze, due to foreign competition. )
he remaining ranchers face disaster from selling the last crop
below cost of production. _

Our bill allows continued trading, duty free up to 40 percent of
domestic consumption. This will t more imports as s profitable
market is developed. We need help now. o

Mr. Chairman, in behalf of the domestic mink ranching industry,
I wish to thank you for the fine consideration you have given us 1n

permitting us to t our case to you. As an industry, we are in a
sut:(ﬁf:ng mrehe'f‘nj it is our hope that you can give us exp;ditioua and
rem .

Again, thank you for your consideration.

Senator BENNETT. Thank you very much, Mr. Westwood. I have
no particular questions, and since there is no other member of the
committee here, there will be no questioning, but I should like to add

to the record the figures developed by the committee staff and found on
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page 155 of its booklet, “Background Material on Quota Legislation,”
which show that for the years 1963 through 1066 the percentage of
mink imports into the United States was greater than 40 percent, a
high of 43 percent in 19656 and 1966; 42 in 1963; and 41 in 1964; so
that it seems to me your proposal of a 40-percent quota is approxi-
mately equal to the present relativnship, und rather thun being a
drumatic cutbuck, which would give you back part of the market
which you have lost would, in effect, actually hold you where you are
oW, more or less.

Mr. WesTwoobn. Yes, sir.

Senator BENNETT. I think these figures are important.

(The prepared staioments of Mr. Westwood and Mr. Henderson

follow:)

Tug Mink Rancuiva InvustRy Facks EXTINCTION Fuosm UNkair ForgieN
CoMpETITION

Statement of David W, Henderson, Executive Sceretary of the Nationul Board
of Fur Farm Orguniastions, Inc., With Richard K. Westwood

Since the early 1440's, when mink ranching beeame a full-fledged induatry,
ranching associutions have sought government nssistance in regulating imports,
Az the new American iuduut:jy Krew, it appropriated from its own gross suales a
fund to build new corsumer demand. Fear of luvasion of its market on the part
of unrcegulated imports was therefore based on two considerations:

a. Imports, duty-free, exploited an udvantafe of lower cost of production,
based on foreign economies representing lower living standards.

b. Imports contributed nothing to the building of consumer demand to
accommoalate increasing supply.

Since the United States was the world's principal consumer, it would only be a
matter of time before imports would drive domestie production out of the Ameri-
can market.

American ranchers sought to offset these disndvantages by upgrading the quality
of their product, and by creating new mutation colors in an effort to achieve
new adaptability and to bring new fashion color to the world market before forcign
competitors could imitate their offerings.

By 1958 this raoce for survival has reached a oritical peak, when exoessive
?uantitieo of imports begun to back np at trade levels in alarming quuntitics.

mports had grown in volume over the years from almost nothing to more than
fifty percent of domestic prodaction. The National Board of Fur Farm Organiza-
tions, Inc., speaking for the entire mink ranching industry in 1939 requested
government relicf through an Escape Clause action, but the Tarif Commission
ruled that imports were not the cause of injury, within the concepts then laid
down by law governing cxecutive action, and, as the ranchers predicted, cxeessive
over-loading of the market by imnports in the following ycar sent the market
crashing from a pelt level of $21.48 to 816.41, a 239, drop, sending 409, of the
domestic producers out of business in the succecding years. The price structure,
hovering close to cost of production, hus never recovered from this break.

Imports, encouraged by failure of Amcrican ranchers to secure government
regulation through the ape Clause, mushroomed in volumne from 2.846,000
in 1960 to 4,131,000 in 1961, accounting for over 409, of domestic consumption
in the latter year. Imports now had incrensed to more than 61 percent of domestic

production.

The mink ranching industry, paralyzed by these developments, bring in a kind
of terror from duty-free imports froin which no relief could be found, struggled
through the sixties tolerating a wobbly market bringing prices barcly coverin
cost of production, losinf 0% of its produccrs, and slackening its rute
growth to an average of less than 6% per year. In these yenrs, the volume of
imports rose fron 2,846,000 in 1860 to 5,673,000 in 1966, doubling in that short
span; and this growing burden of quantity in the domestic market vastly increased
tmeed for membership contributions to build new consumer demand.
 After a bricf rise in world market prices in carly 1866, excessive quantitics of
imports began to back up at trade levels in September and October, and in No-

’
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vember it became apparent that over a million cklnlﬁn oxoeas of normal inven-
tories, were lying on shelves waiting for demand. At t ogonln;olthomnkuh
December, and in spite of a tight money squeese claimed by the trade, American
buyers went to Europe and purchased another million skins, dumping them into
an American market already saturated, at a cost of $1334 million. F m
:‘;dbt’t:niu tW‘m‘ ‘.’m‘ ?tho
un [ w ou
loose” without limits. This burden of import volume continued through
;mn&wlth yet another million, setting all-time records.

By time American ranchers could organise & major sals, their market bad
become completely demoralised by phantastically excessive quantities and falling
prices below American cost of production. In the months ahead American
mchmnu{lymoooododlndhpoduol%%olthclr 1968 crop with an av

oe break, compared to the ssason of over 30%. Buch a market lef¢

m destitute and far short of the necessary funds to mature a sucoeeding cro
dmd‘{“well under wwom preli estimaates for 1966 it now seems pro
able imports cli tolrooordﬂ}yioldomum consumption.

At the opening of the 1966/67 scuson Scundinavian marketing associntions
proudly announced that they would offer 9.4 million pelts, thereby establishing
themselves, the four Scandinavian nations collectively, as the world's major
producer of mink:

Such distinction was uchieved largely because of—

a. Duty-free access to the American market,
b. Free use of the American ranchers’ promotional funds finding new

. consumers,

¢. Ready access to the American market to dump surplus crops whenever
they couid not be sold elsewhere.

Such extravagant opportunity had put the consumer market on a roller-coaster
price ride, completely eliminating stability in market conditions, and leaving
the American producer high, dry and bankrupt on his relatively high American
standard of living. Are these the goals of free and reciprocal trade?

Some idea of tge cconomics loss accruing to the internul economy of the United
Stutes from this dislocation of national trade policy can be gained from the
figures below. isolating the shortages of funds suffered by the American mink
rancher in living and facing the reseeding and propagation of a new agricultural

crop:
THE ECONOMIC CONSEQUENCES OF SELLING THE 1908 CROP BELOW COST OF PRODUCTION, UNITED STATES
CAPACITY

11 sold ot ious actuslly seld
* (:I'O..' c’xm&'&u P
yoor's (318.48) 4 rojected shortage

Total investment
polts prod

...................................

(nterest,

FEED INGREDIENTS
::h.::r .................................. ’?:?.:g “&%ﬁ ﬂi':g;:ﬁ
oL - &3“ i s *33
Liver, 000 14, 648, 000 71,

Source; Estimates by the Notionsl Deard of Fur Farm Organizations, Inc.
85—468——67—pt. 1——T
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The integration of American mink ranching with the national agricultural
economy is evident from the fact that the $75 million feed bill faced in maturing
the 9 million pelts of the 1968 crop, accounts for over one billion pounds of agri-
cyltural by-products, as detailed in the above chart s::fegaﬂng the economio
factors allocated to cereals and dry ingredients, fish, try, meat scraps, liver,
tripe and other fortifications. The ability of the mink rancher to successfully
uti these waste or by-products is often the essential factor which allows a
profit in the o tion of these supplying agricultural industries.

The extinction of the American rancher as & necessary cog in the agri-
cultural sector, therefore, would have many consequences in local economies in

most of the states.

’ Without belaboring the reader with ‘ﬁ)nnderous economic arguments, we find
the RECORD sufficiently dramatic to illustrate the ranchers’ case for relief. We,
therefore, submit herewith a series of exhibits, based solely on Department of
Commerce reports of im and exports, and on rancher census reports to the
National Board of Fur Farm Organisations:

Figure 1—Growth rate of the domestic rancher industry against the average
price curve for crop years 1956-1966, illustrating the market crashes of
1960 and 1966.

Figure 1-A—Addenda to the preceding Figure.

Figure 5—Domestic pelt price averages for crop years 1963-1966 with the
disastrous price break percentages from the latest market.

Figure 6—The total mink imports into the United States for calendar year 1966,
comparing volume with 1965, by princip.Jl sources.

Figure 7—Import trends from 1961-1966 illustrating the sharp acoeleration of
volume from Scandinavia in recent seasons.

Figure 8—Total raw imports into the United States for Calendar years 1964-
1966 showing dramatic growth of volume from Scandinavia compared with other

principle sources.
Figure 10—The increasing ‘‘bite”” of imports into the domestic market from

1956-1966.

Figure 11—Growth of the American market by cro‘r gem with domestic con-
sumption divided percentagewise between imports and domestic production. We
would like to highlight this exhibit as the record, in that it contains all the
salient statistics to illustrate the case, and for a penoc‘ of years sufficient to account

for developments.
Figure 18—Total mink prod .tion in the United States and its relation to

imports, exports, price, and domestic consumption.

Figures retain their original numbers as taken directly from An Economic
Report to the Mink Ranching Industry, 1967, as delivered to the Directors of the
National Board of Fur Farm Organizations, Inc., in annual meeting, August
1967. A co;g of this report will be mailed separately to each of the members of
the Senate Committee on Finance).

Among those industries clamoring for relief, we believe the American mink
ranching industry is unique for the following reasons (to summarise) :

Far from baag any semblance of profit left from competing with duty-free
imports, it fights now for its very survival, having sold its last crop far below oost
of production. The on-coming market contains aimhr‘ conditions for disaster to
those in the preceeding one. Without government intercession such conditions
will leave the rancher bankrupt.

Duty-free entry exposes the domestis mink market to unfair foreign competi-
tion, since imports:

Do not pay their share of market development;
Do not share similar cost of production;
Do not support the national economy. ‘ .

Duty-free entry stimulates a foreign growth rate far in excess of this country’s
ability to abeorb excessive foreign production. i

Far from calling. for a roll-back of imports, it requests its government only to
freese the status-quo, an action which should be compatible with free-trade pchy.

It expects to share future growth or future decline with its foreign competition

in the ratio to the status-quo.
It was not pressed for and does not intend to press for either state or.federal

aid or support in any way, shape or form.
As a group which oteutéd, perfected, and in all ways excels in, the production

of the world’s most popular fashion material—furs, it expects its government
to ensure its survival against foreign competition on reasonable economic terms.
Exhib“l attached. . ‘ - ) -
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Figurs 1-A

Rance Mink ProbuctioN IN tHE UNITED STATES, 1956-1966

In this year of crisis & closer examination of the ranch mink produotion curve
reveals the followin‘% detail:

Planned liquidation of the 1966 crop, as reported to the National Board on
ranch census cards as of last November lst, was indicated at 8.7 million. Suc-
ceeding sluggish sales and low auction prices apfarent-ly forced an additional
300,000 breeder females, from “winter pelting”, into the market, as indicated
from final IBM totals struck on June 30th. If we assume the normal average
yield per breeder female to be 3.5, this attrition from economio pressure prevented
the Emduction of well over 1 million kits in the 1967 crop.

This is in answer to Scandinavian inquiries, citing reports in which the four
Scandinavian producing countries are alleged to have killed off more than a
million kits from the 1967 crop in an effort to adjust supply and demand for more
gomiml prices, which ask what American efforts have been made to limit pro-

uction.

In early 1067 press reports indicated that( the Scandinavian countries were
planning an increase for the new season of about 20% from 1966 crop levels,
which had already been announced to the trade at about 9.4 million. Such figures
would produce a 1967 crop of 11.3 million, far in excess of anything expected in
the United States. i

If, after the highly-touted Scandinavian plan to kill back 2.4 million kits from
the probable 1967 crop of 11.3 million, we generously assume that 1.5 million
kits were actually liquidated, we can still expect the 1967 Scandinavian crop to
total 9.8 million skins, plus whatever breeding stock liquidation is forced from an
admittedly pour market prospect, leaving Scandinavian production higher than

ever.
+HE PRICE CURVE HAB BEEN ADDED TO THE PRODUCTION CURVE

After the National Board failed in 1959 to gain relief from imports through the
Escape Clause, from a Tariff Comnmission review, the market crushed, as pre-
dicted, in 1960, and during the succeeding years the ranching industry lost over
40 percent of its producers, obviously not able to produce profits from the sluggish
market returns. Even including the brief respite of a more bouyant market in the
1965-66 season, prices averaged only $17.71 gross, for the crop years 1960 through
1965 hardly above cost of production. .

Through those years American production growth was halting and cautious
and ranchers searched for new methods of production efficiency, and renewed
their efforts, through voluntary sales deductions, to build new consumer demand
and to perfect new merchandising methods.

The gross auction price average for the 1966—67 season is qag%ed at $14.28 with
the reservation that 40,000 to 500,000 pelts remain yet to be sold, proceeds from
the final sale of which will no doybt result in a final gross auction price average

well below the $14.00 level.
FIGURE 5.—DOMESTIC MINK PELT PRICE AVERAGES, 1908 CROP COMPARED WITH 3 PREVIOUS YEARS

A 1965-66 Percent of
verage gross peit price 1% m

Type mal total sales
1963 1964 1966 1968 decline by suction
$19.17 320.50 $4.77 b %14 .62
19.28 2106 14,90 2.25 2.62
1.2 166 12 26.01 9. 98
15.91 1610 123 23.68 2.67
1579 1360 1244 Bu 1.5
.................... 12.98 13.29 25.9¢ 55.15
19.31 24.08 15.63 35.04 612
17.94 20. 3 12.72 x5 48
15.91 17. 11.20 3B.71 2.8
.................... 1.3 14.31 una .41
.41 212 209 216 10.02
2098 238 1658 30.51 512
1895 23.88 1690 2.23 15.00
17.98 23.90 14.18 40.75 274
.............. a1 1.9 2.9 ns
2. 1.9 .8 .8 25
1.5 1548 1428 2.6 100.01
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The figures given above are strictly preliminary, since 400,000-500,000 pelts
from the 1966 crop remain to be sold, market prospects for which remain depress-
ing. All the averages shown above will, no doubt, be revised downwurd. The
overall average gross auction price of $14.28, when all reports are in will wind up-

well below the $14.00 mark.
Price averages as abcve are computed on the basis of 5.2 million pelts, sold by

.

all auction outlets to date nnd reported to us oy
New York Auction Company, Inc., New York Cit
Hudson’s Bay Company, Fur Sales Inc., New Yorz City
Ranchers’ Fur Auctions, Milwaukee

Scattle Fur Exchange, Seattle
New York Auction Company (Minnesota), Inc., Minneapolis

FIGURE 6.—TOTAL MINK IMPORTS INTO THE UNITED STATES, CALENDAR YEAR 1966

«t  Percent increase

Number of  Average Per
Imports from— peits value Total value of tutal (decrease
rew imports over 1
Canada.....oneeeeeenes 799,734 $15.04  $12, 006, 43¢ 14.15 (5. 58)
i - o L — ] SRR

12.32 18, 567,477 26.68 2.2

12.60 8,770,959 12.32 15,98

13.28 18, 700, 458 20.92 38.68

12.46 12,479,445 17.72 844

Total, Scandinavia................. 4,387,293 12.65 55,518,339 77.64 23.55

Netherlands...._.. ... ..o - """ 72,850 12.10 882, 262 1.2 9.92
United Kingdom...... ... .. - - """ 58, 451 11.02 644, 222 1.03 (25.83)

Poland....... 124, 850 10.97 1, 369, 428 221 2.54
East Germany. 320 10. 2 800, 148 1,3 fz. !3;

Japan........ 305 11.62 793,923 1,21 (11.75

Allothers... . ...oeueoooo oo 61,126 12.01 734,392 1.08 75.61

Total, raw imports................. 8,650,929 12.88 72,769, 148 100 16.37
Dressed lmpom...rm.:. ................ 622:045 12.00 ’7 ......... cen (8.05)

Total, imports......ccuceeennn... 5,674,974 12.87 73,052,688 ............ 16. 24

Compare 1965 4,882,317 13.16 64,3157 ... ..eeee s -
Increase. 192,657 ..... .. 38,303,419 ........... 16.24
1 Estimated.
3 Price declined $0.29 or 2.2 percent,

Sourcs: U.S. Department of Commerce.
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FIGURE 7
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FIGURE 8.—TOTAL RAW MINK IMPORTS INTO THE UNITED STATES 1964-68, 3 CALENDAR YEARS COMPARED

1964 1965 1966
Imports lrom—
Numberof  Average Numberof  Average Numberof Average
units value units value units valve
Canada. . ......ooemmaiecnannnnnn 675, 325 $15.20 846, $15.63 794,733 $15.04
Scandinavid. ... ..o, 3,143,951 14.14 3,551,023 12.89 4,387,293 12.65
Netherlands. ............oocoonee. 73, 868 12,8 65, 11.44 72,85 12.11
United Kingdom ... ......c.cveuuenn 74,972 12.22 78, 804 10.87 58, 451 11.02
Poland. ... ..ooemeiirieiaas 145, 230 12.78 120, 75 10.27 124, 850 10.97
Japan. ... ... ... 1.4 77,403 11.83 68, 305 11.62
Allothers. . .. .. ... ................ 163, 845 12.45 , 807 9.82 139, 446 11.00
Totah oo 4,363,883 14.08 4,856, 167 13.16 S, 650,929 12.88

Note: Curves showing import trends taken from the above figures, from principal sources, are set forth on fig. 7, pre-
ceding. Volume is traced across the chart for a 3-year period and related to average pelt value.

Source: Official publications of the U'.S. Department of Commerce, and compiled by the National Board of Fur Farm
Organizations, Inc.

Figure 10
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The curve above is built from a computation of apparent annual consumption
of mink in the United States, found later in this report, and based upon import
and export figures supplied by the U.S. Department of Commerce, a8 worked
against annual ranch census figures of the National Board.

In arriving at annual consumption, the following formula is used: list total
ranch and wild mink production, subtract total exports for net U.S.A. production,
then add total imports.

The lion’s share of this “bite” is taken progressively more by the Scandinavian
producers, and progressively less by Canadian producers. Canada’s share, illus-
trated by the curve across the bottom of the graph, is based on imports only,
but the shape of the curve is similar when adjustments are made for exports to

Canada.
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FIGURE 1L —~GROWTH OF THE AMERICAN MARKET BY CROP YEARS
CONSUMPTION OF MINK PELTS, IMPORTED AND DOMESTIC PERCENTAGES COMPARED, 195668
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FIGURE 12
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Senator BENNETT. The next witness is Mr. G. Wedell, president
of the Danish American Trade Council.
_Mr. Wedell, we are very hapgy to hear you present the other
side of the story. I am sure that that is why you are here.

STATEMENT OF GUSTAVE WEDELL, PRESIDENT, DANISH AMERI-
CAN TRADE COUNCIL, INC.; ACCOMPANIED BY THOMAS D.
BLAKE, AND KNUT SORENSEN, SECRETARY, DANISH AMERICAN

TRADE COUNCIL, INC.

Mr. WepELL. Thank you very much, Mr. Chairman,

Senator BENNETT. You have not supplied the committee with
coRies of the statement; is that correct?

Mr. WEbELL. Yes, sir; I have.

Senator BENNETT. You have?

Mr. BLAKE. Yes, sir; I delivered it myself.

Senator BENNETT. Proceed with the statement. We will not hold
you up while they try to find the copies.

Go ahead, Mr. Wedell.

Mr. WepeLL. Thank you.

Mr. Chairman, my name is Gustave Wedell. I am president of
the Danish American Trade Council, Inc., which is an American
corporation, 665 Fifth Avenue, New York, N.Y. The council’s
membership consists of leading United States and Danish firms and
individuals who are striving to encourage and promote the two-
way street of trade between the United States and Denmark.

Trade developments between the two countries have been markedly
successful as the combined exports and imports of the two nations
have increased from $258.9 mHlion in 1959 to $420 million in 1966.
In every year the trade balance has been in favor of the United States
to the tune of $32.5 million in 1959, increasing to $45.3 million in 1966.
However, for the first half of the year of 1967, the trade balance in
favor of the United States is $47 million, that is, already more than the
favorable balance in all of 1966, and with 6 more months to go.

Denmark has few things to export when it comes to the United
States, and most of them are agricultural products, and all of them
for trade with the United States of America. Three major agricultural
items of farm products, if gou prefer them, make up 60 percent
of our exports to the United States in 1966, this being canned products
that is, canned ham, or canned ham products, dairy products, and
mink skins.

It might interest the committee, Mr. Chairman, that I mention
that 42 percent represented ham products, 5.5 percent dairy products,
and 11.5 percent mink skins. In turn, Denmark purchased in the
United States steadil increasing amounts of agricultural products,
such as foodstuffs and grain, and, in addition, machinery, electronic
equipment, commercial aircraft, military aircraft and other military
equiiment for the Danish NATO forces, all of which rsx?igpnes"as 18
well known, Denmark is now paying for in cash. These military items
alone amount to tens of millions of dollars per year.

As stated before, international trade is a two-way street. Any
impediment to the flow of goods results in a diminution of the trade

flow in both directions. It is as simple as that.
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Denmark needs dollars to make her purchases in the Unite.l States.
Denmark gets these dollars by selling her products to tiie United
States. If tﬁe United States dams the flow of Danish goods by enacti;nﬁ :
quota systems, Denmark will sell the United States less goods, wi
receive Jl,ess dollars and will spend less dollars buying U.S. goods.
Trade dollars come back to the United States as a constant, and in
recent years, increasing source of income to the entire U.S. economy.
A throttle on the access to the trade dollars is bound to have a bad
effect on the United States, but a very severe effect on Danish economic
life, and we are your best customer.

'The mere possibility of the enactment of quota legislation now be-
fore this committee has a debilitating eflect on the Danish-American
exporter and importer. For the past 10 to 15 years Danish exporters
and American importers have spent considerable funds advertising
and promoting Danish products in the American market and American
exporters and Danish importers have done the same in Denmark.
Now, however, with the possibility of roadblocks to be thrown up by
this proposed legislation, able businessmen on both sides must begin
to consider retrenchment in current expenditures in order to take
care of a possible decline in future business. After all, if the bulk of
Danish export to the United States is facing jeopardy, Denmark
could be forced to revise their trade policy by sheer necessity, and this
is not a threat, it is not retaliation. 1t is more probable that Denmark
could not retaliate anyway. We might not like it, but we would be
forced to do so.

In the case of Denmark, it is difficult to see with what logic the new

legislation is being proposed, when one considers the fact that the
United States of America is selling 30 percent more to Denmark than
Denmark is selling to the Unite§ States. The mere }Jrospect of an
imgort quota on Danish agricultural products is made further ironical
and, if I may add, unreasonable, when bearing in mind the U.S. own
export to Denmark of agricultural products such as oil-bearing seeds,
including soy beans, grain and grain products, feed concentrates,
tobacco, rice, as well as animal and vegetable raw products—products
which l?rﬂfs raised in most of the States whose Senators have proposed
quota .
_ Senator BENNETT. Mr. Wedell, I hope you will pardon me if I
interrupt tKou at this point. I have got to leave in a minute because I
have another committee, from which I may not be absent, and I have
one question that I would like to ask you before I leave, and then
Senator Curtis will take my place as chairman, as acting chairman, un-
til a member of the majority comes in. We have been told by Mr.
Westwood that the imports represent between 40 and 43 percent of
our American market for mink. Can you tell us what percentage of the
Danish mink production is exported to the United States?

Mr. WepELL. Well—

Senator BENNETT. If you do not have that here, can you supply it
to the committee?

Mr. WEDELL. Senator, may I give the dollar amount because then
we can figure it out. For 1966, I have a dollar amount, skin or minks,
that is raw skins or minks, amounted to $21.4 million of Denmark’s
total exports to the United States. Denmark’s total exports that year
to the United States——
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Senator BENNETT. I do not mean that. I am trymmni to get the
figure that represents the %arcent e of your total mink production
that was exported to the United States, not the percentage of the
mink production to your total exélzorts.

Mr. WebpELL. I understand, Senator. I am sorry to say I cannot
now reply to that, but a 22-page—or 20-page, rather—report that has
been filed with the committee—it will be filed by Mr. James R.
Sharp, who is counsel for the American Fur Merchants Association,
with all covering facts.

Senator BENNETT. You think that figure would be in that report?

Mr. WeDELL. I believe it is; if not we will submit it.

(The statement referred to above follows Mr. Wedell’s remarks.)

Senator BENNETT. I would appreciate it very much because I think
we need it for a comparison between the two statements. Also, I
think it important for the record that we should have the name of
the gentleman who is sit,t.ingron your left.

_Mr. BLoxe. My name is Thomas D. Blake, B-l-a-k-6. I am asso-
ciated with Mr. James R. Sh rp. I am not a lawyer.

Senator BENNETT. Now, will you identify Mr. Sharp, since you
mentioned .

Mr. BLAkE. I beg your pardon, sir. James R. Sharp is & lawyer at
1108 16th Street, Washington, and he is the counsel for the American
Fur Merchants Association of New York City.

Senator BENNETT. Thank you very much.

Mr. Buake. Mr. Sharp is filing his statement tomorrow.

Senator BENNETT. That is fine. I am glad to get you identified for
the record.

I hate to run, but I am not always the master of my own fatp these
days. I am sorry. I will read the rest of your statement, even if I
won’t be able to hear it. )

Mr. WebpkLL. I would appreciate it.

Senator Curtis (presiding). You may proceed.

Mr. WepeLL. Thank you.
And, Mr. Chairman, in the case of Denmark, this is not a matter of

unfair competition and price cutting. By and large, this is a matter of
high quality Danish products fetching higher prices and justifiably so.
A further trade handicap, however, as proposed by these quota bills
is bound to kill a happy commercial relationship to the advantage of
no one because Danish exports will simply price themselves out of

the market. o .
The advocaters of import import restrictions in the United States

must realize that the question of introduction of such restrictions on a
string of important commodity groups are not merely temporary
safeguards for this or that narrow branch of industry, but can in
rinciple contain a breach with the previous fundamental basis of
international trade during the postwar years. .

These advocaters will have to ask themselves the question whether
broadly speaking the United States will be well served by leading the
way in a ‘reversal” of the laboriously adopted principle of free trade.
If this is what U.S. trade and industry want and get, the relapse to
restrictive import policy will leave its mark on other countries. And
in such case, {I(.,S. exports will undoubtedly shortly be faced with ob-
structions and quota arrangements in other countries, which will nei-
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ther be in the interest of American exporters nor of international trade
collaboration.

It will be no less than tragic if the United States should revert to -
the import restrictions of the thirties which caused such immense harm
to international trade. The British economist, John Robinson, de-
scribed that policy as a ‘‘beggar-my-neighbor ﬁolﬁv."

Has the United States forgotten that during the Marshall aid 20-odd
years ago, its spokesmen urged the Danish people to work harder, to
work longer, and to produce more, in order also to take advantage of
:he ?U.S. market and thus recover and be able to stand on their own
eet
And has the United States forgotten the very recent vigorous
Kennedy round negotiations which Denmark, among other countries,
worked s0 hard to help make a success?

We hope not. )
We urge that your committee, Mr. Chairman, reject the idea of

fixed quotas such as are here proposed and remain faithful to the
principle of free trade as represented by the Kennedy round which
this committee authorized some years ago. By so doindg,egou can do
much to maintain the happy trade relations which indeed now exist
between Denmark and the United States, and always have.

By so doing, American agriculture and American industry will not
have to suffer should Denmark and its European neiil:)bors through
no fault of their own, be forced to withdraw the trading advantages
which they have granted U.S. products under the Kennedy round.

Mr. Chairman, may I just conclude by pointing out that when I
said the agricultural exports to Denmark are a very important thing
to Denmark because it is practically the only thing we can sell over
here, then Denmark must look on minks as a lifeblood for their dollar
earnings, and with the United States selling 30 percent more of their
merchandise to Denmark than Denmark is able to sell to the United
States, I do think that most people in Denmark would be unable to
understand if they are being restricted on the mink skins, or the other
products I mentioned. ) )

As a matter of fact, most people in Denmark, since 1951, when
quotas were put on a certain gﬂspe of Danish cheese, have been in very
much hope that someday bills will be introduced in the Congress
proposing complete elimination of any quota on Danish cheese.

So to give the Danes a chance to try to make up some of the dollar
deficits which now exist in their trade with the United States in rela-
tion to the U.S. exports to Denmark, we hope that will be done.

Thank you very much for giving me the opportunity to appear here

ay.

Se{mt.or Curris, I want to ask you a few questions. What Danish
concerns are members of the Danish American Trade Council, Inc.,
of 665 Fifth Avenue, New York? )

Mr. WepeLL. Waell, to start with, American firms mostly that have
been doing business with Denmark many, many years. You are
speaki u:iout exporting to Denmark?

Senator Curtis. What Danish firms are members of that council?

Mr. WepELL. What Danish firms are members? The Danish firms
which operate as exporters of merchandise to the United States
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exporting to Denmark, and also members who are importers here
and imports of merchandise from Denmark.

Senator CurTis. Yes. But I want to know the names of the Danish
companies that are members of this trade council.

Mr. WepELL. The members—well, I have a member list here that
I am sure, Mr. Chairman, you would not want me to—for me to read
the number of members, but I can deliver that for your guidance.
I have a membership book of all the members that are stated in
that book.

Senator Curtis. All right, you may submit that. It will not be
reproduced in the record, but it will be here for reference by the
committee.

Mr. WebpeLL. I must have left that in my htel room.

Senator CurTis. You may send that in.

(The above referred to was received and maue a part of the official
files of the committee.) -

Senator CurTis. You understand, of course. that these bills do not
suggest the shutting off of all imports into the United States of
products which they cover, do you not?

Mr. WeDELL. Yes, sir.

Senator CurTis. Is Denmark a member of the EEC?

Mr. WebpELL. Denmark is a member now of the outer market.

Senator Curtis. The European Economic Community; they are?

Mr. WepeLL. They are not a member of the Common Market.
They are a member of the outer market, the outer seven market.

Senator Curtis. Now, the other countries that do belong to the
EEC have an export subsidy on ham, $48.50 per hundred kilos. This
amounts to about 50 cents for a 2-pound can. Has that cut down
Denmark’s export of ham to the United States?

Mr. WepeLL. Mr. Chairman, I have an aide here sitting among
the audience named Sorensen. I know he could answer you.

Senator Curtis. All right. Will you identify yourself and answer?

Mr. WepeLL. He is secretary of the Danish-American Trade

Council.
Mr. SoreNseN. My name is Knut Sorensen.

I do not remember the up-to-date e:gmrt figures from Denmark
or from Holland to the United States. Offhand, I can say that the
Danish export figure to the United States for the first 6 months of
this year is lower than the same period last year. I believe that the
Dutch export figure this year is comparable or higher than it was the
same period last year.

Senator Curtis. Well, we are faced with a situation here where
other European countries are offering an export subsidy which amounts
to about 50 cents for a 2-pound can of ham, which, if it is not detri-
mental to Denmark now, certainly will be. This is nothing set up by
the United States. In fact, it is not favorable to the United States,
and I wonder if Denmark was objecting to it and, if so, where did
you lodge your objection?

Mr. SorensEN. I am sorry, I am not able to answer the question.

Mr. WepeLL. Mr. Chairman, we will submit to the committee
that information and a proper answer to your question.

(The following letter was subsequently received by the committee:)
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SHanp, SoLter & Hurenison,
Washington, D.C'.,, October 20, 1 987,

, Hon. RusskLn Long,
Chairman, Finance Commiltee of the Senale,
Washington, D.C'.

Dear Mz, Curieman: I accompanied Mr. Gustave Wedell, President of the
Danish-American Trade Couneil. Ine., 665 Fifth Avenue, New Yok, N Y.,
when he testitied before your Committee on Ociober 18, 1967 during yvour hearings
on import quota legislation,

Mr. Wedell was asked 1o furnish additional information to the Committee, and,
beeause of the time clement involved, is unable to write you himmself. He has,
however, furiished me with the information desired and T am transmitting it to
you.

T OMr Wedell was asked to give the names of the members of his Council. 1 am
enclosing five (3) copics of the 1967 Dircetory of Membership of the Danish
American Trade Council, Ine,

(The abore referred to was made a part of the officiul files of the comamitice.)

Mr. Wedell was asked to furnish the pereentage of the Danish miuk fur skin
production which is exported to the UN, Here are the annual figures for 1962~
1966, production, exports_to the U8, and the percentage which these exports

bear to Danish produetion:

Year Production i skins Exports to United States  Percentage of exports United
in skins States to productun
1966. .. . 3,336,000 1,134, 000 34
1965.... 2,912,000 911, 000 31
1964... 2, 355, 000 764, 000 32
1963 ..ol il 1,836, 000 739, 000 40
1962... 1,437,000 750, 000 50

Source: Board of the Scandinavian Fur Farm Ocganizations and the Statistical Department, Denmark,

Mr. Wedell was asked the following two questions by Senator Curtis:

“Now the other countrics that do belong to the EEC have an export subsidy
on ham, $48.50 per 100 kilos. This amounts to about 50¢ for a 2-pound can. las
that cut down Denmark’s export of ham to the United States?”

“Well, we are faced with a.situation here where other European countries are
offering an export subsidy which amounte to about 50¢ for a 2-&)und can of ham,
whieh, if it is not detrimental to Denmark now, certainly will be. This is nothin
set up by the United States. In fact, it is not favorable to the United States, an
1 wonder if Denmark was objecting to it and, if so, where did you lodge your
objections?"’ ~

Mr. Wedcll states that it is difficult to evaluate whether the alleged subsidy
has cut Denmark's exports of canned hams and shoulders to the United States,
The U.S. Depurtment of Commerce figures for the first six months of 1967 com-
pared with the first six months of 1966 show a decline of about 8 million pounds
(458.7 million pounds in 1966 versus 40.8 million pounds in 1967). At the same
time Dutch exports of canned hams and showlders for the first six months of 1967
were up 1.2 million pounds (32.9 million poands in 1966 versus 34.1 million pounds
in 1967). The Danish decline may have been due to factors other than the alleged
fll(l])Sigy' To Mr. Wedell’s knowledge no objection to the alleged subsidy has been
odyed.

The Committee was informed that it was believed that there was no Danish
Government control similar to the U.S. furm subsidy program. Mr. Wedell states
that tt is a fact that there is no such Danish Government control quantity-w-ise
on farm products.

1 trust this gives you all the information your Committee requested. On behalf
of Mr. Wedell and myself, I want to thank the Committee for its courteous treat-
ment o{ us. ul

‘ery truly yours,
Tuomas D. BLaks.

Senator Curris. Now, another question. What does Denmark
im{)/i,:t from the United States which they can produce themselves?

Mr. WepELL. Wel!, we do produce a lot, ourselves, in Denmark of



84 IMPORT QUOTAS LEGISLATION

industrial products. But when it comes to certain machinery like
electronio equipment or when it comes to a commercial airplane¥or
comes to weaponry like military aircraft, and so on, we just do not
produce them. If we produce it, it just is not good enough for that
purpose. There are many other things that we have to import from
the United States, I grant you, but there is no doubt about it that
if we do not have the money to pay for it, then Denmark will have to
50 ahcégping somewhere else, and whatever that amounts to, that
eg:n on what adjustments we will have in our dollar earnings.

it is difficult to say what we could do without it, because we
might do without a lot if we make more favorable trading agreements
elsewhere. But this is a natural pattern of trade that goes on between
the United States and Denmark, and if I may be permitted to say,
a very good trade to the United States, because it is selling 30 percent
more to the Danes than the Danes are able to sell here, including the

Senator Curtis. In Denmark, are there any restrictions on agri-
cultural production imposed by the Government?

Mr. SorensEN. I believe there are only veterinary regulations like
you also have in this country when it comes to imported minks.

Senator CurTis. No; no. What I mean, is production itself re-
stricted? Here we have a farm g:(;fram that is based upon restriction.
The American farmers’ indivi farm plant is, quite a portion of
it is, idle by Government edict.

Mr. Sorensex. I do not believe that there are restrictions in
Denmark in that respect, anyway similar to what you have in this
country.

Senator CurTis. That is all. I would like to go on, but we have a
long list of witnesses. I than%gou gentlemen for your contribution.

. Chairman

Mr. WepeLL. Thank you, .
(Mr. Sharp’s statement, referred to previously by Mr. Wedell,

follows:)

STATEMENT TO THB FINANCE COMMITTER OF THR SENATB IN QOPPOSITION TO THEB
Lxa1sLaTION ESTABLISHING A QUoTA ON TE® IMPORTATION OoF Raw MINk

Submitted by James R. 8 Washin D.C., on Behalf of the American
¢ Fus Merchants m{.ﬁm, mmew York, N.Y.)

SUMMARY

Mr. S states that imports of raw mink skins are not responsible for a
temporary ine in prices of fur skins in the U.S. He points out that the real
reason for the wide swings in the prices of mink skins is due primarily to the fact
that the market is dominated by other factors, mainly the fashion whims of

American womean.
Mr. Sharp submitted with his statement a Fact Sheet on the U.8. and foreign

mink skin industry. This fact sheet carries its own summary.
OcTtosxr 20, 1967.

Hon. RussxLL Long, .
Chairman, Senate Commiliee on Finance,
The Capitol, Washington, D.C.

Dear MR. CHairMAN: I would like to submit the following statement to your
Committee in connection with your hearings of October 18, 19, and 20, 1967, on
quota legislation on a wide variety of products. ‘

h&y name is James R. S . I am an attorney with offices at 1108 16th Street,

N.W., Washington. In these earings I appear as a lawyer with many years ex-
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erience in the international trade ficld, but particularly as counsecl for American
“ur Merchants Association of New York City, the largest association of fur dealers
in the United States.

For many years 1 have represented firms, organizations and individuals in the
international trade field. The problems ranged from customs, appeals appearances
before the Treasury Department, the Tarif Commission, the Ways and Means
Committee and your distinguished Committce. The products run the gamut from
hardboard to plywood, to steel to carpets, to clothespins to raw mink skins. I have
always been on the siée of the importer, the man who has to battle the attempts
by the Government on the legislative side and on the executive side, to impoze
tariffs, quotas or other restrictions on forcign imports. And being on the side of
the U.S. importer means that I have been and am on the side of the U.S. consumer
who, under a frec unfettered trade system, enjoys the products of all the world at

a reasonable price.
PABT HISTORY OF CLAIMS OF INJURY FROM IMPORTS CONBISTENTLY UNFOUNDED

My experienoce indicates that it is almost a consistent pattern of repetitive
action whenever an internationally produced product suffers a price decline.
Immediately the U.S. producer claims that the foreign producer is ‘‘dumping'’
his product in the U.S,, is producing his product with cheap labor or cheap mate-
rial and the poor U.8. producer is being forced to the wall because of foreign
imports. The only thing that will save him is protection by Uncle S8am, either
by an embargo, or quota or a raising of tariffs. The greater the protective wall,
the better so far as he is concerned.

Invariably, as in all markets, after the fall of prices giving impetus to the cr
for legislative or administrative relief, prices pick up, profits rise and the U.S.
producﬁr, threatened with death, thrives again mightily. No cat ever had so
many lives.

Take the raw mink skin ranchers in the U.S. In 1959 they invoked an escape
clause action before the Tarif Commission, claiming inju;-g from imports and
requesuing an absolute quota. The Tariff Commission turned down this applica~
tion after conducting Open Hearings and an extensive investigation of the entire
problem of mink ucers here and abroad, mink marketing systems, the history
of the growth of the mink industry, and other matters germane to the issue.

From this exhaustive study, the ’I‘mﬂ Commission concluded that increases
in imports resulting from the duty-free status of mink skins as frozen in the
GA Agreement were not injuring or threatening inj to the domestic pro-
ducers. In 1959 when this finding was made, the test by the TarifCommis-
sion for injury findings required only that imports had contributed substantially
to the serious injury or danger thereof. This was & much milder test than the
more strict test which became applicable with the adoption of the Trade Expan-
sion Act of 1962 which requires that imports be the major coniributing factor

to injury.
PAST TRENDS WHICH INDICATED NO NEED FOR RELIEF ARE CONTINUING

In denying relief in 1959, the Commission stated that “‘the trend of domestio
production (of mink) has been rising; that in terms of volume the increase in
domestic production has been greater than the increase in imports.”

That was the situation in 1959. What is it in 1967? Here are the figures for
1961-1966, as reported by Assistant Secretary of State Macomber on May 31,

1967:
U.S. RAW MINK STATISTICS—1961-68
Quantity in miliion skins}
Imports as
Yoar Production Imports Exports Consumption percent of
1 . 4 4.1 0.8 9.5
}:2. - ‘7 3.8 .8 8.7 g
1983 encenceccncccceccaccen ,0 4.2 , 16 lf
}gg i i. 1 %o. 4
T+ Tt 'y s.’ 1.1 i “
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A further analysis of the State Department’s figures is quite interesting. Pro-
duction increased from 6,400,000 skins in 1961 to 8,200,000 in 1966, an increase of
1,800,000 skins. Each ycar was higher than the ’xm'vioua year. lmports increased
in the same period from 4,100,000 skins to 3,700,000 skins, an increase of
1,600,000. Thus the same condition exists today ua in 1959; the trend of domestic
production has been rising and, in terms of volume the incrense in domestic produc-
tion has been greater than the increase in imports (1,800,000 production increase
v, 1,600,000 increase in imports).

In support of the legislative efforts to obtain quantitative import quotas, and
the administrative effort with the Tariff Commission in 1939, the domestic mink
ranchers have on each occasion claimed that in a short time their industry would
be baukrupt and destroyed unless relief was forthecoming. Yet the domestie mink
pelt producing industry has grown and--except fur short-lived price setbacks, a
thuommmn normal in any business--has always proven quite profitable. David

lenderson, Executive Sceretary of the National Board of ¥ur Farm Organian-

tions rvportvd in his recent Economic Report issued in August, 1967, that U.N,
production in 1966, just nine years after the Taritf Commission decision, was
84 million and in 1967, ten years later, would be close to 9 million, a ten-yenr
inerease of nearly 1004, The Emba Mink Breeders Association announced at its
April, 1966, meoting in Milwaukee that the 1,978,079 pelts sold through its
marketing auspices through February 1066, avernged $21.07 per pelt up from
$17.49 in 1965 and from $17.27 in 1064, this despite an increase in domestie
production of mink skins from 1965 to 1966 of 700,000 pelts or over 109, and an
crease in imports in 1865 to 1966 of 800,000 pelts, or u'pi‘)roxiumu-ly 1695.

Mr. Richard F. Westwood, of the National Board of Fur Farm Organizations,
Inc., who appeared before this Committee on Wednesduy made another highly
emotional appeal for relief, claiming immediate need for legislative quotas if his
industry waa to survive. Mr. Westwood said that his group was concerned not
with rate of profit but with “right to survival.” This is the same ory his organiza~
tion made in 1959. But, as this Committee must know, dying industries are gen-
erally not growing industries. Yet, Mr. Westwood's induutrzmhu increased its
sroduction from 1958, the year before the lust Tariff Commission hearings were

eld, from 4,837,000 _Pul&s to 8,987,000 in 1066, just cight years later. This is un
incroase of about 867, in that short eight year period. Average pelt prices in 1958
were $19.01 per pelt. In the selling senson 1965/1966 they were $19.48 per pelt.
On that record could mink ranchiug really be an uneconomie losing propuosition?
The low prices of the past selling senson are now on the way ur!). Recent auctiona
in this country and abroad show the price trend is up—10 to 159, over the earlior
auctions this ycar. The earlier auctions were what provided stimulus to the criea
for immediate “help” by the domestic mink ranches.

Mink pelts, I can assure you, were not the only luxury commodities which in
the economic stagnation we experienced in 1967, dropped in price. And now that
the economy is again surging forward—forward at a rate which brings fears of
inflation—mink pelt prices are not the only prices which are dramatioally rising

from the lows experienced lust year.

PRICE FALL IN 1966-67, RANCHERS CRY

Mink prices and fur prices and prices of a lot of luxury items did fall in late
1966 and 1967. They have fallen all other the world, not just in the U.S. But,
imports are down, those from Scandinavia off 17, in tho first 8 months of 1966
over 1967 and off nearly 1065 from all countries. It can’t be the imports that

caused the price drop. What could it be?
WOMEN’'S FASHIONS THE DETERMINING FACTOR IN PRICE SWINGS IN FUR MARKEP

Furs are not necessities of life like wheat, textiles, milk or petroleum. Furs, and
particularly mink, are fashion products and in the final analysis are subject to
tho whinis and constantly changing tastes of women, consequently demand can
change radically from year to year. In addition to fushion, furs not being a
necessity are highly sensitive to economic conditions and immediately react
to an oconomic slow-down, or the fear that one is on the horizon. A study of fur
prices reveals constant and substantial Huctuations. In 1966/67, the price decline
in all furs was especially sharp due to a complication of factors:

(1) The general economic slow-down towards the end of 1966 in Europe,
particularly in Germany, coincided with our own cconomic slow-down here in
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America. These changes caused an immediatfe slackening of demand siinultanc-
oualy in both KEurope and in the United States with a consequent strong pressure
or pricos.

(2) At about the same time, mink dressing factories introduced a new revolu-
tionary dressing process. The new process made it possible to buy a relatively
modestly priced standard mink, the color of which became much darker after
provessing by the new method, and the value of which then became equivalent to
a very expensive mink pelt.

As an cxample, an ordinary color mink which was bought for $20.00, after
dressing, received the same value as a good color dark skin for which $50.00 was
paid. It goes without saying that all goous took an immediate decline, Why should
anybody pay $50.00 if the $20.00 skin, treated by the new process, would give him
practically the same color? .

To compound the confusion, the Federal Trade Commission ruled that mink
dressed by this new process could be called “Natural”, This rulins was subse-
menﬂy amended twice and as a result, full confusion in the fur industry reigns

ay.

The above are two major reasons for the unusually sharp decline in mink prices
in 1966/67. Neither has unything to do with imports.

It is important to note that the pricos of all furs declined—uot just mink. Here

are reports on some typical sales,
SOUTHWEST AFRICAN PERSIANS!

July 1966 July 1967 Decline

(percent)
Hudson's Bay Co................. 68/10=8964. .. .. ............ 415=8664........ccceneao.nn .2
Anning, Chadwick ... ............. ﬂ/‘ng.ﬁ .................... m-&m .................... 25.9
Eastwood & Holt, tud............. 6469908 ................... G/-=%M. ... s

RUSSIAN PERSIANS 3

Buchamd. .cooeeiiaiiiieanann. ) | N .63. .- .S
Turkmen..c...ceoeneennaacianann - SR, X ) PO 3.4
Kazakstan.......ccconenanaananen ¥ L S ¥ 3 SRR 32.%
ALASKA SEALS?
April 1966 Aptil 1967 Decline
(percent)
AVBIAEE. o ceeaaicnacnananaan 12748, .. e eeceeeiaenn 1 S 259

1 Official London auction companiss reports.
3 Calculation based on () units in the Jul&%? auction; and (b) actual prices realized in the July 1967 and 1966 auctions.

§ Official hgures supplied by Fouke Fur Co. (official seal processors for the U.S. Government),

In addition, both muskrats and foxes, American and Russinn, declined 507,

in price, 1967 over 1966

he case of Alaska scals is purticularl)\; significant. Here is a fur which is a
monopoly of the U.S. Government and there is no foreign competition, hence no
im&ons and yet Alaska seal prices declined nearly 269 in 1967 as compared with
ll? s al;t()jut t'tlm sawme price decline as the U.S. miuk ranchers cluim in 1967 for
their product.

The facts simply do not support the claim that legislative rclief is needed to
limit imports of mink skins. The facts show that in 1966 when prices were delight-
fully high, imports were unusually high; that in 1967, when prices were low,
imports declined measurably although domestic production went up; that the

rice decline experienced this year is not unusual in this trade, which heretofore

us with frequency experienced price declines and inoroases of as much as 20 to
30% in a single year; changes attributable not to imports but instead to changing
economio conditions and the whima of women’s fashion. :

Add to this the fact that almost the entire fur trade in the United States with
the exception of the U.S. runchers beliove quotas on mink imports are highly
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undesirable. This is the belief of the brokers and dealers who are members of the
American Fur Merchants Association which I represent, of the Fur Manufacturers
Association, of the major fur processing organizations, of the fur traggers, of the
fur finishers unions and of most of the major retailers of fur garments. The ranchers
stand alone in their demands for Congressional action. The remainder of the U.S.
fur industry—and the remainder is large in number although much less vocal than

the ranchers, are flatly against it.

Finally, I should like int out that restrictive quotas and other measures
heretofore adopted in relation to fur products have been disastrous instead of
helpful. Let me give you a couple of examg;ea:

he American silver fox industry at one time was largg)and an annual production
of 350,000 skins a wvear was reached in 1939, according to the Department of
Interior Fish and Wildlife Service. Silver foxes were protected by a duty of 37%

nt. In 1939, at the height of its fashion demand, the fox ranchers succeeded

having Congress impose an import quota which limited the importation of
f produced silver foxes to 100,000 skins per year. On top of this, in 1951, the
ranchers succeeded in imposing an outright embargo on all foxes from the Soviet
Union. The import quota, the duty and the Russian embargo are still on the books
today and what is the unhappy result?
ag Importation of silver foxes fell rapidly and is today practically zero.
b) American yearly production of silver foxes is down to a few thousand skins.
o) American consumption of silver foxes is down to zero.

Neither an embargo against the Russian foxes nor a general protective tariff
against all other countries has helped the domestic silver fox industry. In the fur
industry, fashion is the primary determining factor, and restrictions on the normal
supply of any given fur, drive the manufacturing and dealing segments of the trade
into other furs. The end result is almost always to the detriment of those who
sought “‘protection.” Many of the mink ranchers today are the sons and daughters
of former silver fox ranchers, but the lesson seems to have been lost on them.

At the same time that the ranchers succeeded in imposing an outright embargo
on Russian foxes, they also succeeded to embargo Russian muskrats. The em-
bargo on muskrats is still on the books today and the unhappy result is:

?" Importation of Russian muskrats went down to zero.

b) Production of American muskrats steadily declined and was down to
4,305,096 skins in 1965, according to Field and Wildlife Service of the Department
of Interior, a decline of 50% from 1951 when the embargo was im d.

(¢) American consumption of muskrats steadily declined and was down to
;:)llulyf 2‘.:2,967 skins in 1966, according to information supplied by American dress-

g factories.

(d) The bulk of the American crop of muskrats (95%) has to be marketed
abroad, including Scandinavia, or by mink rancher definition ‘‘dumped in Europe.”’

These two examples show the uselessness of quotas in a fashion industry.
Mink quotas would equally make no sense.

In the belief that it will be helpful to the Committee, [ am attaching to this
letter a recently prepared Fact Sheet on the U.8. and Foreign mink skin industry.
The source of most of these facta is the Department of Commerce. The facts given
in that paper support fully the statements I have made above as to the lack of
need for quota legislation in this field. I thank you for the opportunity of sub-

mitting this statement
Facts on tam U.8. aNp ForriaN Raw MiInk SxsN INDUSTRY

(P?ared by: James R. Sharp, Washington, D.C., and Thomas D. Blake of
agshington, D.C., for The American Merchants Association, Inc., New

York, N.Y., the Leading Fur Dealers Association in the United States. Con-
sultant: Eugene Dreisin, Chairman, Foreign Trade Committee, American
Merchants Association—QOctober 9, l%?ﬁn

1. CURRENT DEMAND FOR LEGISLATION LIMITING IMPORTATION OF RAW MINK

As of October 4, 1967, some 50 Representatives and 21 Senators had sponsored
bills to establish a quota on the importation of mink skins. Except for two of the
House bills, all bills are identical; they provide for the Secretary of Agriculture,
before each calendar year, to make an estimate of the number of mink skins
the United States will consume during that year. His decision cannot be appealed.
Duty-free imports will be limited to 40 adperoent of this amount, the remainder
wﬂl{ae subject to a duty of 50 percent ad valorem. Two of the House bills limit
the duty-free imports to 30 percent of U.8. production, as estimated.
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2. PRESSURE ON WHITE HOUSE FOR ADMINISTRATIVE ACTION

Simultaneously the domestic mink ranchers brought considerable pressure
on the White House to take action in order to ‘“‘save the domestic mink industry”’
The White House resisted these l&ressures, its position being clearly set forth
in two letters from Mr. William M. Roth, Office of the S8pecial Representative
for Trade Neﬁ:tiations. Executive Offices of the President. Both letters were

ssed to Rep. H. C. Schadeberg (R., Wisc.), one of the strongest advocates

of quota legislation,
‘The first letter, which appeared in the Congressional Record of June 12, 1967,

read as follows:

“Your letter to the President of May 18, 1967, has been referred to this Office
for further reply. In your letter, you urge that the President request the Tariff
Commission, under section 332(g) of the Tariff Act of 1930, to make a study of
imports of mink.

“I frankly do not bclieve that the President would consider requesting such a
study of the Tariff Commission without considerably more information about
the nature of the problem. I might add that under section 332(g) the Ways and
Means Committee or the House of Representatives may ask the Tariff Commission
to undertake such a study.

“In any case, however, we would be reluctant to consider the imposition of
additional restrictions on imports of mink without a showing that such imports
are causinf or threatening serious economic injury to the domestic industry. This
is especially true since the domestic industry already enjoys extraordinary pro-
tection through the total embargo on imports from the Soviet Union, which has
been in effect since 1951. This embargo is provided for in headnote 4 of subpart B
of vart 5 of schedule 1 of the Tariff Schedules of the United States.”

The second letter, which appeared in the Congressional Record of August 8,
1967, read as follows:

“Thank you for your letter of June 12 with further reference to the matter of
mink imports.

“] assure you that my letter of June 8 should not be construed as indicating
a lack of concern for the mink industry. However, without more information the
Administration does not have a basis for a decision on the imposition of additional
import restrictions. As I pointed out in my earlier letter, under section 332(g)
of the Tariff Act of 1930, the Ways and Means Committee or the House of Repre-
sentatives may ask the Tariff Commission to make a study of the problem.

‘“Any decision as to administrative relief for the mink industry would have to
be made by the President himself on the basis of the best possible information.
It bas been suggested to us, for example, that the President use his authority
under section 204 of the Agricultural Act of 1956, as amended, to negotiate
agreements with foreign countries to limit their mink exports to the United States.
We have carefull'{ considered this suggestion and have concluded that more
information would be needed in order to evaluate the advisability of using this
procedure. It seems clear that other countries could not reasonably be expected
t0 give serious consideration to agreeing to limit their mink exports to the United
States in the absence of data demonstrating convincingly that it was n
to curtail shipments of mink from foreign countries because of the situation in
the domestic mink industrv. For this reason, I believe the President would not
be inclined to ask other countries to enter into negotiations unless there had been
ashowing, as a result of a careful investigation, that such agreement was necessary.

“As to the extraordinary protection which the mink industry has had since
1951, I can only point out that the provision which prohibits the importation of
mink from the Soviet Union applies only to six other specified types of furs and
to no other products whatsoever. For this reason, the protection which the mink
industry has had for more than 15 years must be regarded as extraordinary.

“Since 1 wrote you earlier this month, we hove learned from the American
Embassy in Copenhagen that mink breeders in Denmark, Sweden, Norway and
Finland, like their counterparts in the United States, are disturbed over the de-
clining prices for their mink pelts and have decided to take drastic steps to counter-
act the downward trend. At a recent meeting in Stockholm, the association of
mink breeders in the four Scandinavian countries agreed to reduce mink produc-
tion by 30 percent.

“The Embassy reports that for Denmark alone this will mean that between
600,000 and 700,000 newborn mink cubs of the standard type will be killed during
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the coming months. It is planned that the destruction of mink cubs will continue
until prices have been brought back to what the breeders regard as the normal
level. According to the Embassy, the Scandinavian fur breeders consider that the
present low price level is due to oversupply and, therefore, consider it reasonable
to respond by reducing the supplies of mink pelts.
“The four Scandinavian countries are the major source of United States im-
Kons of mink. The 30-percent reduction in their mink production should therefore
elp relieve the downward pressure on mink prices in this country to the benefit

of United States mink breeders.’
3. PRESIDENT CALLS ON TARIFP COMMISSION TO REPORT ON MINK INDUSTRY

On August 29, 1967, the President of the United States excrcised his authority
under the Tariff Act of 1930 by requesting the United States Tariff Commission
to conduct an investigation of the conditions of competition in the United States
between domestic produced mink and imports of mink, requiring that the Tariff
Commission report on all pertinent facts including, but not limited to, facts
concerning U.S. consumption, production, im(i)orts, exports, prices, employment,
ﬁnxcial returns of the domestic ranchers, and the effects of imports on domestic
producers.

It is anticipated that the Commission will require from 5-6 months to make the
comprehensive investigation required of it under the Presidential order. The
events of the past have established that the best source of the required informa-
tion would be an objective report of the fact-finding Tariff Commission.

The Tariff Commission has announced that as a part of its investigation, public
hearings will be commenced December 5, 1967. Those concerned with the imposi-
tion of import restrictions on mink pelts should be prepared to 'Fn-sent their views
in the course of the Tarif Commission public hearings. The Tariff Commission,
a8 usual, has invited the views of all interested partics and has requested that
written views by organizations and persons who do not intend to make an appear-
ance at the hearings, be submitted on or before December 5, 1967.

4. THE AMERICAN FUR MERCHANTS ASSOCIATION READY AND WILLING TO PRESENT
FACTS TO THE COMMISSION

The American Fur Merchants Association, the leading fur dealers group in the
United States, intends to cooperate fully with the Tariff Commission and will be
prepared to present the following facts to the Commission, as well as any other

pertinent data.
5. HISTORY OF EFFORTS BY DOMESTIC PRODUCERS FOR IMPORT LIMITATIONS

This is not the first time that attempts to obtain a quota on mink imports have
been tricd. In 1946, 1951, 1965 and 1966 bills were introduced in the Congress
seeking absolute quota limitations on the import of mink skins. In early 1959, the
U.S. mink ranchers filed an application with the U.S. Tariff Commission under
the “‘escape clause’” of the Trade Agreements Extension Act stating that they
were threatened with injury from imported mink skins and requesting an absolute
quota.

The Tariff Commission turned down this application after conducting Open
Hearings and an exteusive investigation of the entire problem of mink producers
here and abroad, mink marketing systems, the history of the growth of the mink
industry, and other matters germane to the issue.

From this exhaustive study, the Tariff Commission concluded that increascs
in importa resulting from the duty-free status of mink skins as frozen in the GATT
Agreement were not injuring or threatening injury to the domestic producers.

6. PAST TRENDS WHICH INDICATED NO NEED FOR RELIEF ARE CONTINUING

In denying relief in 1959, the Commission stated that “‘the trend of domestic
production (of mink) has been rising; that in terms of volume the increase in
domestic production has been greater than the increase in imports.”

That was the situation in 1959. What is it in 1967? Here are the figures for
1961-1966, as reported by Assistant Secrctary of State Macomber on May 31,

1967:
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U.S. RAW MINK STATISTICS~1961-68

Quantity in million skins}
Y Production Imports Exports Consumption e t:l'
oar percen
coRsumption
(X} 0.= 0.8 9.5 43
6.7 3 .8 9?7 3
1.0 4.5 ’ 10.7
7. 4.4 . 10.8 4
7.% 4.9 .9 11.5 43
 § 5.7 1.1 128 "

A further anulysis of the State Department’s figures is quite interesting. Produc-
tion increased from 6,400,000 skins in 1961 to 8,200,000 in 1966, an increase of
1,800,000 skins. Each year was higher than the previous year. Imports increased
in the same period from 4,100,000 skins to 5,700,000 skins, an increase of 1,600,000,
Thus the same condition exists today as in 1959; the trend of domestic production
has been rising and, sn terms of volume the increase in domestic production has been

reater than the increase in imports (1,800,000 production increase vs. 1,600,000
ncrease in imports).

In support of the legislative efforts to obtain quantitative import quotas, and
the Administrative effort with the Tariff Commission in 1959, the domestic mink
ranchers have on each occasion claimed that in a short time their industry would
be bankrupt and destroyed unless relief wus forthcoming. Yet the domestic mink
pelt producing industry has grown and—except for short-lived price setbacks, a

henomenon normal in any business—has always proven quite profitable. David

enderson, Executive Sccretary of the National Board of Fur Farm Organizations
reported in his recent Economic Report issued in August, 1967, that U.S. produc-
tion in 1966, just nine years later after the Tariff Commission decision, was 814
million and in 1967, ten years later, would be close to 9 million, a ten-year increase
of nearly 100%. The Emba Mink Breeders Association announced at its April,
1966, meeting in Milwaukee that the 1,978,079 pelts sold through its marketing
auspices through February 1966, averaged $21.0 Fer pelt up from $17.49 in 1965
and from $17.27 in 1964, this dcspite an increase in domestic production of mink
skins from 1965 to 1966 of 700,000 pelts or over 10, and an increase in imports

in 1965 to 1966 of 800,000 pelts, or approximately 16%,.

7. WHAT HAS8 HAPPENED SINCE 1966? PRICES DOWN—U.S. PRODUCTION UP—
IMPORTS DOWN

Prices Have Fallen.—According to the National Board's figures, prices which
averaged $19.48 per pelt in 1965/66 have fallen to $14.28 thus far in 1966/67.

U.S. Production Up.—But, and this is important, U.S. production, according
to National Board’s figures, increased from 7.5 million pelts in crop year 1964, to
8.2 million in crop year 1965 and close to 9 million in crop year 1966.

Imports Down.—Scandinavian imports, December, 1966 through August, 1967,
decreased by 560,000 pelts over the same period a year earlier, a decrease of 17 .
All mink imports dropped almost 109, in the same period. Here are the official
Department of Commerce figures for the first cight months of 1966/67:

Raw mink imports Raw mink imports
from Scandinavie ali countries
Ist8months 1966...... ....cocoveiimvammnnenn. 3,309, 000 4,215, 061
IstSmonths 1967... ... . ciianann.. 2,749,000 3,797,853
Docreass. . ....c.oonniiiiiaccaneraacens 560, 000 417,208
Percent decreass. .......coceecneoncnnnnnn. ” 9.9

Thus, during the recent substantial u?‘rice decline, we also had a decline in mink
imports from all sources and a particularly substantial one from Scandinavia.
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8. DOES A ONE YEAR RADICAL PRICE DECLINE ENTITLE AN INDUSTRY TO RELIEP
FROM IMPORTS?

The answer is that obviously no such relief should be considered. Practically
every industry in the United States suffers occasionally from cyclical changes.
The mink producing industry is no different. Mink was in great demand in 1966;
aver'zﬁe ces rose sharply over the gior Seu and the crop produced in the
Uni tates was fully sboorbed“bg th U.8. and foreign buyers. During the
early part of this sperous 1965/66 marketing season the following year's
crop was produced (that is, the females were bred) in larger numbers than in the
prior breeding season. As a result the 1866/67 crop was larger by 700,000 pelts
than in the prior year. But the U.8. economy in the second part of 1968 eased up—
a tight money market developed—all of which resulted in substantial slackening-
off of demand for consumer goods—automobiles, appliances, homes, apartments,
clothing—and of course fur and fur trimmed products including mink products.
Simultaneously, most European countries experienced an econorric slowdown and

urchases of furs and other consumer goods (by West Germany particularly) from
th U.S. sources and fron. Scandianvian sources, decreased substantially.

9. BCANDINAVIAN MINK I8 NOT BEING DUMPED ON THB U.8. MARKET

U.S. mink ranchers claim that huge amounts of foreign mink skins have been
‘“dumped’’ on the American market, resulting in a serious price decline in domes-
tically produced mink.

There has been no “dumping’’ whatever definition of ‘‘dumping’’ may be used.
To dump, according to the dictionary, is ‘‘to market goods in a foreign country
at a price below that charged in the home countx?r.” gally, dumping involves
the sale to the United States at prices (FOB the foreign source) less than prices
for the same quality, quantity, and type of goods sold to buyers for delivery in
the exporting country and/or third countries. *“Dumping” is a term that cannot
be applied to the marketing of mink fur skin, for fur skins of all types enjoy an
international market in the fur auction rooms in the fur Jaroducing countries of
the world. Buyers from all over the world bid in free and open competition for
the mink pelts. In January 1967, at Copenhagen alone, there were 296 buyers
from more than 20 countries attending the auction.

No buyer is forced to buy anything; if the quality does not please him, or if
the price is not right, he need not buy. However, if consumer demand exists as
it has in the U.S., then a dealer will buy, confident that his purchase can be sold
at a profit. Ameriran buyers compete for mink skins with buyers from all over
the world, whether they are buying in the American, Scandinavian, British or
Canadian sales. The same price and quality considerations guide American
buyers whether they are in the New York or Scandinavian auction room, there-
fore they will pay the same price for Scandinavian mink that they will pay for
comparable mink in New York, freight and other imponderables, taken into
consideration.

Different prices for different buyers from different areas are not set. There is
no possible way of ‘‘dumping’ foreign mink skins in the U.S. in any sense of
the word as long as the skins are sold at open public auctions.

10. THE UNITED STATES, BEING AN AFFLUBNT SOCIETY, HAS A WIDB RANGE OF
MINK CONSUMPTION

Different countries produce different tyggc and qualities of mink; this is due
to different climate, food and breeding habits. Different countries also have
different consumer demands. This is due to social conditions and different dis-
tribution of wealth.

The U.S. is the largest consumer of mink skins, some 12,800,000 skins in 1966
alone. The U.S. produces some of the finest skins in the world and the luxury
mink products manufactured in the United States are beyond compare. At the
same time, the U.8. enjoys an affluent society etretchini‘on down the economio
ladder far greater than is the case in any other country. As a result, the U.8. can
consume a large variety of qualities of mink, in capss, in coats, and more im-
portantly in fur trimmed coats, jackets, sweaters, dresses and other garmeats.

Italy, on the other hand, produces little mink and while it enjoys a demand for
high grade fashions at the u level of the economiec strata, it does not enjoy
an in-depth affluent society. Hence, Italy buys the better grade skins in the world
markets, making them into lovely garments for its rich citizens, but does not use
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the cheaper grades for trimming and low cost garments. This pallern applies

tn varying degrees o all European couniries.
This dﬁferenoe between domands for mink by various countrics is well exempli-

fied in the following table:
TOTAL EXPORTS OF RAW MINK SKINS FROM SCANDINAVIA, 1962-66

Yoor United States Other countries
Number mu Total value Average  Number of Tolal value Average

(thou (thoussnds) valve (thousands) (thousands) value
1966............. 87¢ , 700 12.83 3,627 , 727 16.74
1965............. gﬁza ‘:8!5' slz.ﬂ 3,045 ’gzows s17.30
1964............. 2,14 ».2n 14.30 2,109 38.32¢ 12.51
1963............. .1 %14 13.32 1,95 33,998 17.38
1962............. 2,378 32,082 138 1,688 8,825 12.10

Source: The Scandinavian Government statistical depariments.

¢ l}n 1966 the breakdown between countries (shown by the same source) was as
ollows:

Countries Number the total velue Averages
number
516 $49, 700, 000 12.
16.9 20, 449, 725 16. 14
11.6 12,554, 649 14. 4
9.2 14, 329, 793 20.81
21 2,713,037 17.62
1.7 2,454,712 19.24
3.2 3,524,690 14. 56
.5 594, 327 16. 44
.8 858, 605 18.53
2.6 3,298,855 16.64

1 Including inter-Scandinavian exports.

It will be noted that Italy received 9.29; of the total exports, at an average
price of $20.81 per skin. The U.S., on the other hand, took 51.6%, of the exports
at an average price per pelt of $12.83. In fact, the three leading importers, next
to the U.S. at 51.6%,, were West German%, England and Italy, whose combined
share of the Scandinavian exports was 37.79%, yet in dollar value this amounted
to over $47 million, nearly equal to the U.8.s 51.6% value of $49.7 million.
This clearly demonstrates that the low average price of the imported mink is due
strictly to the demands of the American consumer for substantial quantity of the

cheaper quality mink.
11. CLASSIFICATION AND GRADES OF MINK SKINS

Raw mink furs receive uniform grading before being offered for sale in auction
rot;xnm all over the world. The skins are graded by sex, by color, by size and by
quality.

The females, which are smaller than males, bring a lower price than mates of
the same quality and color. Standard mink skins are graded for color from dark
shades which are most expensive, to the lighter shades. Mutation minks are
gmded for color from the ll‘ight simdea, which are the most efc.renaive, to the

ker shades. Taking all g es in the mink trade, assorted by color, quality and
size, there are well over 100 grades.

! REABONS FOR PRICE FLUCTUATIONS IN THE FUR TRADE

Furs are not necessities of life like wheat, textiles, milk or petroleum. Furs, and
particularly mink, are fashion products and in the final analysis are subject to
the whims and constantly changing tastes of women, consequently demand can
change radically from year to year. In addition to fashion, furs not being a neces-
sity are highly sensitive to economic conditions and immediately react to an
economic slow-down, or the fear that one is on the horizon. A study of fur prices
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reveals constant and substantial fluctuations. In 1966/67, the price decline in all
furs was especially sharp due to a complication of factors:

(1) The general economic slow-down towards the end of 1966 in Europe,
particularly in Germany, coincided with our own economic slow-down here in
America. These changes caused an immediate slackening of demand simultaneously
in both Europe and in the United States with a consequent strong pressure on

rices.

(2) At about the same time, mink dressing factories introduced a new revolu-
tionary dressing process. The new process made it possible to buy a relatively
modestly priced standard mink, the color of which became much durker after
processing by the new method, and the value of which then became equivalent
to a very expensive mink pelt.

As an example, an ordinary color mink which was bought for $20.00, after
dressing, received the same value as a good color durk skin for which $50.00
was uI)aid. It goes without saying that all goods took an immediate decline. Why
should anybody pay $50.00 if the $20.00 skin, treated by the new process, would
give him practically the same color?

To compound the confusion, the Federal Trade Commission ruled that mink
dressed by this new process could be called “Natural”. This ruling was subse-
qu(;'mly amended twice and as a result, full confusion in the fur industry reigns
today.

The above are two major reasons for the unusually sharp decline in mink
prices in 1966/67. Neither has anything to do with imports.

It is important to note that the prices of all furs declined—not just mink.

Here are rcports on some typical sales.
SOUTHWEST AFRICAN PERSIANS t

July 1968 July 1967 Decline
(percent)
Hudson's Bay Co_................ 68/10=3964. ... ... ......... 47/5=8664. . . . o eeo... -31.2
Anning, Chadwick. ... ......... /4m$9.56. .. . e 50/8=87.09... .. .. .. ......... -25.9
o0od & Holt, Ltd_ . _._....... H=39.08_ .. . .. ... 46/-=$6.48.. . . ... -28.8

Buchara. ..o e, 8675 i iiaaan 3.63 ......................... -31.5
Turkmen........oeeecenranenan. $6.86. . eeiieiciianee X1 SO, -33.4
| SR ¥ L S, £ 3 DN -
ALASKA SEALS?
April 1966 ril 1967 Decline
pril Ap oty
AVEIage. ... ..o ecncccaacaane 12748 .. ainaee M. .. eccaee -~25.9

1 Official London suction companies reports.
units in the July 1967 auction; snd (b) actual prices realized in the July 1967 and 1966 auctions.,

3 Calculation based on o(o.d)
3 Othcial figures supplied by Fouke Fur Co. (official seal processors for the U.S. Goverament).
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In addition, both muskrats and foxes, American and Russian, declined 50%
in price, 1967 over 1966.
he case of Alasku seals is particularly significant. Here is a fur which is a
monopoly of the U.S. Government and there is no foreign competilion, hence no
imports and yet Alaska seal prices declined nearly 269 in 1967 as compared with
1966, about the same price decline as the U.8. mink ranchers claim in 1967.for

their product.
13. THE DOMESTIC MARKET I8 EXPANDING

Eight years ago, the domestic ranchers, in their appeal to the Tarif Commis-
sion, stated that unless they received relief from the importation of foreign mink
skius by the institution of a quota, their industry was immediately doomed, a

lea they have repeated in 1967. They proved to be poor prophets in 1959 and
or the vears 1961/66, when:

(») U.S. mink consumption rose from 9.5 million to 12.8 million skins, up 34

pereent.

(b) U.S. production during that period actually out-distanced foreign mink
imports by 200,000 skins.

¢) U.S. mink exports during that period rose 37 percent.

(d) Domestic ranchers actually realized an average of $3.07 more per pelt in
1966 than in 1961,

(e) As a percentage of U.S. consumption, mink imports compared to U.S. con-
suwmption rose only one percent during this six year period (from 43 percent in
1961 to 44 percent in 1966).

(f) Between 1962/66, the domestic mink crop grew in value from $116,000,000
to $160,000,000—despite an increase in imports of 1.9 million skins.

(g) In 1960/61, one year after the ap to the Tarif Commission, dark ranch
mink averaged just under $15.00 per pelt, and represented about 189, of the crop.
In 1965/66, tive years later, dark ranch mink averaged well over $20.00 per pelt,
an increase of 33 %p—this d'espite the fact that it represented more than 26% of

the greatly expanded crop.
14. IMPORT LEVELS AND PRICE DECLINES AND INCREASES ARE NOT RELATED

The major argument advanced by domestic mink ranchers in support of
demands for administrative and legislative relief is the drastic price decline ex-
perienced in the most recent domestic marketing period, January through June
1967, the reponsibility for which is said to lie primarily at the feet of imports
from Norway, Finland, Sweden and Denmark. David Henderson, Executive
Secretary of the National Board of Fur Farm Organizations, in his report to the
American mink ranching industry for 1967, states that the American mink ranchers
grossed 26.7% less for their pelts this season than they did a year ago ($14.28
average gglr pelt as compared with $19.48 for the prior year 1965/66), or 18%, in
1966/67 below the 1 65 average of $17.57.

But these variations are not at all unusual in the mink market and are the
result of fashion and economic changes—not increases in imports. Note price
fluctuations in the schedule on the following page, fluctuations differing in each
year from color phase to color phase, and unrelated to the generally increasing

volume of imports.
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Bingle year chmz‘ea, it will be noted, are substantial and frequently have been
much grealer than the £26.7%, experienced sn 1966/67. Note for instance that in
1957/58, the average price 03 standard was up 36.61% over 1956/57. (Comparison
of 1958/59 with 1956/57, shows & two year increase of 57.5%.) Note also that
1960/61 prices of standards were £8.£5% lower than 1959490. (Comparison of
1960/61 with 1958/59 shows & # year decrease of $9.42%.) ollowing these two
years of decreases, the price shot up again so that in 1961/62 there was a 28.88Y%
tncrease in the price of standards over 1960/61. (Comparison of the 1962/63
standard price with the 1960/61 shows an increase in the two years o 39.80%.)
Similar gyrations spgea.r in the case of the saﬁ)hires. Prices declined in the two
ears following 1956/57, a total decline of 24.22% in 1959/60 from the 1956/57
vel. Prices of sapphires then remained fairly levef until 1962/63 when they were
11.76 % below the 1958/59 level. Three years later, in 1965/686, they had shot up
41:20% over the 1962/63 level of sapphires,
The fact that fashion is a primary factor in price fluctuations is evident from
comparison of the increases with the decreases in a single year in various color
phases. Thus in 1958/59 standards and pastels enjoyed a considerable price increase
while all other color phases decreased from 3'7: to 16% from the prior year. In
the following marketing year, 1959/60, standards and pastels decﬁn‘ ed whereas
ag other color phases increased, in two of them as much as 16 to 179, over the
Or year.
P Finiuy, comparison of the price fluctuations shown by the schedule with
increases and decreases in imports shows the two are unrelated. In 1965/66
average prices per pelt according to the National Board were $19.48, an increase
of 9.8% over 19643%5, but from December 1965 through June 1966, imports
increased 186% over the same period 1964/65. In 1966/67 imports dec 7%
under the lev& in 1965/66, yet the average domestic pelt price dropped to $14.28,
according to the National board, a decrease of 26.7 %. The price drop seems wholly
unrelated to imports and certainly cannot be blamed on an increase in in.ports
for there was in fact a decrease. Later figures show that in the first cight months of
1967, the decrease below the first eight months of 1966 is almost 10%—a total

of 417,208 pelts.
18. PAAT UNHAPPY EXPERIENCES WITH IMPORT QUOTAS AND RESTRICTIONS ON FURS

Import quotas and embargoes are of dubious value to start with. In the fur
trade we know fron. bitter experience that they do not work at all.

The American silver fox industry at one time was large and an annual production
of 350,000 skins a &ear was reached in 1939, according to the Department of
Interior Fish and Wildlife Service. Silver foxcs were protected by a duty of
373 percent. In 1939, at the height of its fashion dem.and, the fox ranchers suc-
ceeded in having Cor:fress impose an import quota which limited the importation
of foreign produced silver foxes to 100,000 skins per year. On top of this, in 1951,
the ranchers succeeded in imposing an outright embargo on all foxes from the
Soviet Union. The import quota, the duty and the Russian embargo are still
on the books today and what is the unhappy result?

(a) Importation of silver foxes fell rapidly and is today practically zero.

(b) American yearly production of silver foxes is down to a few thousand skins.

(¢) American consumption of silver foxes i3 down to sero.

Neither an embargo against the Russian foxes nor a general protective tariff
against all other countries has helped the domestic silver fox industry. In the fur
industry, fashson is the primary determining factor, and restrictions on the normal
supply of given fur, drive the manufacturing and dealing segments of the

into o furs. The end result is alinost always to the detriment of those
who sought “protection’”. Many of the mink ranchers today are the sons and
daughters of former silver fox ranchers, but the lesson seems to have been lost on

them.

At the same time that the ranchers succeeded in imposing an outn:fht embargo
on Russian foxes, they also succeeded to embargo Russian muskrats. The embargo
on muskrats is still on the books today and the unhappy result is:

(s) Importation of Russian muskrats went down to zero. .

(b) Production of American muskrats steadily declined and was down to
:} 098 skins in 1965, according to Field and Wildlife Service of the Department

Interior, & decline of 50% from 1951 when the emm imposed.

(¢) American consumption of muskrats steadily i and was down to
only 22%067 skins in 1966, sccording to information supplied by American
dressing factories.
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(d) The bulk of the American crop of muskrats (95%) bas to be marketed
abroad, including Scandinavia, or by mink rancher definition “dumped in Europe’’ .

16. A QUOTA WOULD UPSET U.8. FUR MARKETS

A mink quota would harm the American fur trade as a whole, and would have
an immediate disastrous effect on the ranchers, for it would completely disrupt
the already chaotic marketing situation in the mink trade.

There are 15 foreign mink producing countries in the world, aside from Russia,
namely: Canada, “enmark, Norway, Sweden, Finland, England, NetlLerlands,
West Germany, East Germany, France, Belgium, Poiand. Spain, Yugoslavia
and Csechoslovakia. All these countries have always sold their mink in free com-
petition to the highest bidder regardless of from what country he came.

Now, assuminﬁa quota of 5 million mink is established for the importation of
foreign mink, it is logical to assume that all these countries would change their
marketing policies and there would ensue a scramble for the maximum share of
the American mink quota.

This would crcate an over-supply in the crucial carly e(smrt of the selling scason,
January-February, because the goods would be exported to the U.S. irrespective
whether or not an actual demand existed.

17. BCANDINAVIA TAKES ACTION TO IMPROVE BREED

The Scandinavian countries instituted measures in mid-1967 to improve the
quality of their furs. Such action encouraged the killing of stock to reduce the
number of skins in the durk and pastel shades, concentrating on the poorest grades.
They also planned to cut down on their breeding stock to ensure a lower level of
production after the 1968 mating season. The action by the Scandinavians was
taken at a time when uninformed statements were being made on the floor of the
U.S. Congress that Norway and other Scandinavian countries were planning til
increase their production ‘“by 209,”. The program of the Scandinavians was
announced by Ivar Thome, Managing Director of Oslo Fur Auctions on July 29th
before the opening of the Oslo fur auction:

“To help to bring about the stabilization of the international mirk market as
Quickly as possible the four Scandinavia Fur Breeder Associations in a meeting of
l.)lug_%.?th agreed upon a joint plan to reduce this year's production of mink skins

)0

“The Scandinavian auction houses and the breeder associations are going to
pav individual farmers a premium for each animal taken out of production and
destroyed now.

““The scheme is, of course, not compulsory, on the contrary it is voluntary, but
we are quite hopeful of its c¢flect. The aim of the plan is to reduce the 1967 mink
crop in Denmark, Finland, Sweden and Norway by more than 2,000,000 skins of
dark mink and pastel and measurcs have been taken to insure that especially the

poor quality mink are taken out of production.”
18. SALE PRICES SHOW UPTREND IN RECENT 1067 SALES

Price fluctuations are a normal practice in the fur trade. Prices for furs are
constantly going up or down. They almost never remain steady at one level.
In July 1967 the curve afgin started to move up and the whole industry is
in an upward move. Recent London auctions showed strong upward price tenden-
cies, as did sales in the last few weeks in Oslo, Copenhagen, Canada and New York.
Strong buying participation by West Germany—a conspicuous absentee earlier
in the season—accounted for much of the rise in the recent Scandinavian sales

and indirectly affected sales elsewhere.
19. U.S. CONTINUES SALE OF BREEDER STOCKS ABROAD

It is important to point out that the U.S. rancher is the undisputed father of
the ranch mink production abroad, particularly Scandinavia.

The U.S. rancher was primarily responsible for the great extension of the Scan-
dinavian mink industry, selling thousands of breeding stock to Norway, Sweden,
Finland and Denmark. In fact, in the three year period following the 1959 Tariff
Commission claim by the domestic ranchers that Scandinavian breeders were
going to b;nkrutt the domestic industry, domestic ranchers sold further quantities
of breeding stock to Scandinavia, no doubt at a substantial profit.
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2. QUOTA ON MINK BKINS WOULD HURT U.S. BEST CUSTOMERS

The ranchers in propagandizing for protection, consider free trade as virtually
un-American. But the overall interests of the nation represent the true morality.

The nations that would be hardest hit under a mink quota system would be
Canada and the Scandinavian countries—both areas now providing the U.S.
with a favorable balance of trade. Canada’s record imports from the U.S. in
1966 hit $6.7 billion—a favorable balance for us of $540 million.

As pointed out recently by Assistant Secretary of State Macomber, ‘‘our
(U.8.) exports to Scandinavia in 1966 were valued at $687 million and exceeded
imports from that region by $56 million.”

look at the figures on trade between the United States and Scandinavia shows
that our northern friends imported millions of dollars worth of our agricultural
products; in fact, their purchases of oilseeds, grains, and grain products repre-
sented the major portion of their dollar purchases.

Assistant Secretary of State Macomber also commented on the Kennedy Round
of tariff negotiations as follows:

“The successful conclusion of the Kennedy Round of tariff negotiations will
provide an unprecedented expansion of the opportunities for mutually beneficial
trade. To take advantage of this development the President on May 23 directed
the responsible executive agencies to find new ways and means of bringing about
a major increase in United States exports. However, in working toward this goal,
we must necessarily keep in mind that the willingness of Canada, the Scandinavian
countries, and our other trading partners to continue to purchase increasi
c‘t,xantitieo of American exports will be importantly influenced by our treatment
their shipmenta of mink furs and other products to the United States market.
Thus, if we were to impose a quota on imports of mink furs it would undoubtedly
lead to demands in the exporting countries for restrictive action against United
States exports and the major benefits we hope to realize from the Kennedy Round

agreement would be jeopardized.”

2. EUROPEAN NATIONS SUBSTANTIALLY REDUCED TARIFF8 UNDER KENNEDY
ROUND

It should be noted that there were substantial tariff reductions on furs and fuu
roducts by the Scandinavian and EEC countries (France, West Germany,
lgium, Holland, Switzerland, and Italy) in the Kennedy Round, thus giving our
tur industry more of an n«:ren sesame to these im t markets. It is of impor-
fance also to note that but one of the Scandinavian countries and all of the
EEC countries rebound raw mink skins in a duty free status, the principal foreign
source of such skins in those markets being the United States and Canada.

22. MOST OF THE U.8. FUR INDUSTRY OPPOSES QUOTAS

The overwhelming majority of all segments of the fur industry strongly oppoees

a quota system for mink imports.

a) Skin dealers and brokers support a free mink market. The market is inter-
national and any attempts to separate one segment of the mink skin market
from another are simply unrealistic.

(b) Manufacturers representing both of the major manufacturing associations
oppose & quota as & limitation of their free choice in making purchases, and as a
qu precedent that could extend to other furs, or become more restrictive on

(c) Fur designers traditionally favor free movement of goods and ideas. They
know that there is only one satisfactory market—a world-wide market—for
mink, the most popular of furs.

(d) Retaslers op the quota because they want to offer merchandise at
va;‘i’ous price levels conducive to the broadest possible distribution of their

roducts.
P (e) The fur workers, at both the manufacturing and processing levels, are
firmly against a quota, because such a quota would curtail the domestic dressing
and manufacturing industry and would foreshadow poesible unemployment.

23. QUOTA ENDANGERS NEW YORK AS FUR CENTBR

In 1951, when the Russia embargo went into effect, it had a greas psychological
effect on international fur producers and fur traders. The fur uﬂ basically
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an international trade and any restrictions on the free exchange of ﬁ:):ds works
economically t the country which imposes such restrictions, is borne
i.:ltN by tyl'w gec sinoe 1951 in firms and workers connected with the industry
ew York.
In 1951, there were 50 dreasing and dyeing firms. In 1966, there were 25. There
2,112 manufacturing firms in 1951, and 1,261 in 19668. There were 13,600 workers
employed in manufacturing firms in 1951'and 8,700 in 1966.*

8. CONCLUSION

In conclusion, it is quite obvious that imports, far from injuring the domestio
fur industry, have been a distinct help to it. The United States does not produoce
enough of the types of skins desired by the American woman and hence neceasary
to the fur trade in meeting the market demand. Past history proves that any
obstacle in this highly changeable fashion world is generally bypassed and other
furs, more readily available at a more attractive price to the purchaser, will jump
tor:ﬁe forefront of public fancy. The consumer, often forgotten in the struggle of
the marketplaoce, would lose another ogaportunity for a free and unfettered choioe
were foreign mink skins barred from the U.8. market. Mink would again become
the possession of the few instead of the many.

(The following are communications received by the committee
expressing an interest in the preceding subject:)

STATEMENT oF HoN. WARREN G. MaGNUsON, A U.8. SENATOR FROM THE STATE
or WasHiNaTON, CONCERNING MINK IMPORT QUOTA LEGISLATION

Mr. Chairman, mink ranching is an integral part of the agricultural econom
of my state of Wuhington. In 1965 the gross income to ranchers from
production amounted to $10,121,000 produced on 217 separate ranches. I am here
on behalf of these mink ranchers aeeiing support for legislation which has been
introduoced to give these and other ranchers, at least, a small degree of protection
from imports skins.

Currently, mink pelts are found on the ‘‘free list” and are coming into this
country at an ever increasing rate. Largely as a result of these imports, the United
States has lost over 40 percent of its mink ranches in the Baat seven years. Un-
fortunately, Washington shared in that loss of mink ranchers, and in addition,
many of the fishermen in Washington lost a ready market for their by-product
since mink are probably the largest market for fish offal. Not only have the mink
ranchers in Washington contacted me about the decline in ranch numbers because
of the imports, but also a number of the fish products producers have written me
letters aurx)ng relief for the domestic mink ranching industry.

Let me say here, that the protection being sought by the mink ranching in-
dustry is not tive legislation in the classical sense. Already, our domestic
ranchers have lost 40 peroent of the domestic market to imports. They are willing
that no roll-back in imports be made and that the foreign ogroduoen retain that
tggement. I know of no other industry willing to make such conoessions to freer

o. After the 40 peroent of domestic consumption is reached, however, the
Sdicionsl skine beyond. the 40 percent. This not.only means. thet. he forsign
on percen no means e foreign
uoarolminkliinnwwldremnhincumntuhmofourdomesticmuket,
ut in addition, would share in any increase in consumption in the United States.
This is a very enlightened view in this current period when so many of the agri-
cultural and industrial segments of our economy are seeking a roll back on imports
or almost complete embar X

The vital need for thhmht.iom has been pointed out by representatives of
the mink ranching industry. I wish to state that I support their approach
to their im problem and I hope that committee will give them sym-

pathetic and expeditious consideration.
Thank you, Mr. Chairman, and members of the Committee.

*Sources: Fur Dressers Guild, Furriers Joint Coundil of N.Y., Far Weekiy, N.Y. State Depart-
meat of Labor, Furriers Joint Couacil of New York. ' Age '
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SraTeMENT OF HON. EnWwanp W. Brooxs, o U.8. BeNaTor FroM THE STATE
oF MassacrUBETTS

1 am pleased to have this opportunity to discuss the effect of im rts u;
the mink industry, for I feel the plight o¥ the nation's mink ranchers zo‘ 8Qrious

one.

There are but 4,458 mink ranches in the United States. In numbers, they d
not represent a cant oonstituency in any state. But their case is one that
is worthy of oonsi

American mink is raised on small family-sised farms with some help from hired
labor. These mink ranchers have organised to develop consumer markets. They
have t over $20 million to make mink the most coveted of furs. They have
su ose in their aims, but the fruits of their efforts are going to foreign mink
ranchers.

Sinoce 1959, the number of mink ranches in this country has been reduced b
2,743 or 38 percent, because of the tremendous influx of duty-free imported mi
mlta, which have captured. over 40 nt of the domestio market. Foreign

rts have degmued the average U.8. auction price from $21.48 in 1959 to
$15.00 in 1966. Since it costs on the average $18.25 to raise 8 mink pelt, the
American mink rancher is no longer even “breaking even.” Aside from the higher
oost of labor and feed, the coet of raising mink is high because of the strics veter-
inaﬂ rexuhtionl which do not apply in foreign countries.

e American mink rancher cannot reduce his coets. He cannot compete
successfully with foreign imports. More and more families that have raised mink
for generations will have to quit. Their only recourse is protective legislation.

Because I believe this industry should survive, I have added my name as a
co-sponsor of 8. 1897, a bill which would impose a tariff on all skins after a quota
amounting to 40 percent of the domestic market in a given year had been allowed
to enter the country duty-free. I urge the Committee to give 8. 1897 favorable

oonsideration.

Cunp———.

StarameNT or Hon. Lan B. Joroan, o U.8. Ssnator Frou T StaTs
. or Inamo

Mr. Chairman, I appreciate the opportunity to give you and members of this
Committee my views on S. 1897 which will amend the tariff schedules of the U.8.
with respect to the rate of duty on whole skins of mink, whether or not dressed.

This bill would limit foreign mink producers to 40% of the American consump-
tion market without a duty payment, then a 60% tariff would be added to any
additional imports on mink. .

Mr, Chairman, we are trying to encourage people who now live or have employ-
ment in rural towns and farming areas to remain there rather than to migrate in

at numbers to overcrowded cities. The problem of our cities is well known.

t has been greatly publicised. Some of the problems are unemployment, lack of
%'oper housing, crowded schools, sanitation controls and increases in crime.

e have been tald it may require hundreds of billions of dollars to attempt re-
habilitation. No clear cut programs have yet emerged. Now and for the past
several years more than a million people a year leave the farms and rural
communities to move to the cities. Many of these people are untrained for any
city employment. This committee and members of Congress now have an oppor-
tunityﬁto assist in making it poesible to keep more families from joining this

ation. ‘

nk farming, if profitable, can keep thousands of families in rural areas where
the air is pure, the water clean and the environment for rearing families is favor-
able. Many of our mink farmers can operate a part of their farm in a mink pro-
duction program along with other operations. Their families can also assist in
rearing and caring for mink. It fits in well with our overall agricultural programs
in the intermountain area. We do not ask that all imports be stopped % of
our needs could still be filled from imports with no duty. Our high living standards,
high wages for help, higher taxes, higher cost of marketing than competitors in
o countries e it neceasary that the American mink grower have protection
from foreign imports. This bill is reasonable and it is charitable to mink producers

from other countries.

) aloa with the mink uﬂroduoeu of my State of Idaho request that members
of your Committee give full consideration to the need for protection from excessive
nink imports to our ocountry. : e . b

80-468—67—pt. 1—9
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STATEMENT OF WISCONSIN SENATOR GAYLORD N=ELsON

Mr. Chairman, I want to thank you for this opportunity to offer my support
for legislation to ﬁlnca reasonable limitations on the importation of duty-free
mink pelts to the United States. I am sure that my 22 other colleagues sponsoring
mink import legislation in the Senate ggin me in this a&peal.

* Our nation’s mink ranchers have developed their industry over a period of
many years. It is an important agricultural product. It is only tgx.opm;ed by this
amendment that reasonable import controls be imposed so t dumping of
foreign mink will not wipe out an important American industry. :

American mink ranching is not a hobby or dmgly g:rt time work. It means full
time employment for thousands of Americans, who have an investment of nearly
$200 on in ranch production alone. Mink pelt sales bring around $170 million
into the country’s economy each year.

But the future of these ranchers and their families is being serioualy threatened
by the alatming increase in foreign mink imports, which bave risen nea.rltg 50%
over the past five years. Duty-free imports of foreign pelts surpassed the five
million mark last year for the first time in history.

More than 409, of our nation’s mink ranchers have been forced out of business
since 1960 due to this rising volume of low-priced foreign pelts.

Not only have these imports disrupted the American mink industry, but they
have also accounted for a loss of gold flowing to foreign countries in the amount of
$73 million annually.

The Scandinavian countries have been the main source of the increasing imports
during the J)ast few years. The combined mink production of Denmark, Finland,
Sweden and Norway now exceeds U.8. production. With a surplus developing in
golse %go:lmtries, they increased their shipments to America by more than 23%,

one.

With government shipping subsidies and cheap labor costs, foreign countries
have been able to dump their surplus mink production on our markets at an
average price of $11 per pelt, at least $7 less than even the cost to produce a pelt
in the United States. This is not fair competition.

The mink import legislation that we have presented would allow foreign mink
pelts to continue entering the country duty-free until the annual total equals 409,
of the domestic consumption in the United States. All pelts imported after that
point would be subject to a duty equal to 509, of their value.

This proposal is just and fair to all concerned. It will enable our American mink
ranchers to retain the domestic markets that they have developed through years
of hard work and promotion. At the same time, the plan will allow foreign mink
producers access to a fair share of our market on a duty free basis with their share
increasing as consumption expands in the United States.

The latest figures that I have seen indicate that imports this year are well above
the monthly figurcs for 1966. It appears that there will be no voluntary let-up in
sight for the mink import problem. Immediate legislative action is needed if the
domestic industry is to be saved.

I would like to impress upon the Committee the very urgent need for immediate
action. The present mink crop must be marketed wit the coming weeks.
Therefore, American mink ranchers must decide very soon whether or not they
will be able to stay in businecss for another year. Unless controls are placed on this

resent flood of mink imports, hundreds of additional mink ranchers will be
ﬁ)rced out of business.

However, if the ranchers receive some indication by the action of this Com-
mittee that their government is indeed concerned about their future, we may be
able to save businesses and g?sbe for many Americans.

Mr. Chairman, I think this is reasonable lﬁﬁhtion which treats foreign pro-

ducers moset generously by any free trade standard of measurement.

ConNGRrEss or THE UNITED STATES,
House oy REPRESENTATIVES,
Washsngton, D.C.

Hon. RusseLt B. Long,

Chairman, Senale Finance Commilice,

U.8S. Senate, Washington, D.C. ‘
Dxar MR. CHAIRMAN: In view of the hearings which your Committee is con-

ducting this week on the subject of import quota legiui'ntion, may I bring to
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our attention the desperate plight of the mink ranchers of this country who are
n dire need of relief from the flood of mink pelts which are being imported into
this country.

To illustrate, in my own district in Wisconsin, ten mink ranchers have gone
out of business in the past year. Predictions are that forty per cent of the remain-
ing ranchers will be put out of husiness by the end of the year unless relief is
forthcoming. The economic implications of this situation are clear when one
realizes that there are 1,000 mink ranchers in Wisconsin who employ 3,000 per-
sons, whose annual payroll is over $10 million, whose capital investments exceed
$50 million, and whose gross sales totul $46 million.

We cannot afford to ullow this industry to be submerged by competition from
abroad. Foreign mink imports are increasing by drastie proportions, particularly
lf)roq\ Scandinavia, while the American producers are struggling to remain in

usiness.

1 will appreciate your scrious attention to this matter and I trust that it will
receive the earnest considcration of your Committee during these hearings.

I will also appreciate your including this letter in the official transeript of the

hearings.
Co.

v HxNrY C. SCHADEBERG,
Member of Congress.

STATEMENT OF HONORABLE WENDELL Wyarr, A U.S. REPRESENTATIVE FROM
THE STATE OF OREGON

The American Mink pelt industry is little known generally, but an economically
important national industry. This industry is presently endangered by the in-
creasing importation of low cost, low quality foreign, non-dressed mink pelts.

The tude of the mink industry in this country is ter than usually
imagined. Today there are over 3700 mink ranchers in the United States gener-
ating a total annual business of $160,000,000. In 1950 there were over 6,000 mink

ranchers.

While the domestic demand for mink pelts has risen 309, in the last five years,
foreign imports of duty free mink pelts have risen almost 40%,.

A radical decline in the price per pelt paid producers during this period has
placed our domestic mink breeding industry on the borderline of a crisis. Marginal
profits enable today’s mink rancher to barely keep his head above the flood of
cheap foreign pelts.

In 1966 pelts were worth an average of $19.48 per skin. This year the price
has drop to less than $15 per pelt. Imported pelts, allowed in duty free, when
untrea or ‘‘undressed’’, are being marketed this year in competition with
American produced peits at an average of $9.54 per pelt.

Oregon’s mink industry alone produced pelts annually valued at over $7,500,000
representing a capital investment of over $8 million, just in Oregon, endangered
by the growing influx of low-cost duty-free foreign pelt imports

In the last 25 years the annual number of pelts imported has risen from about
865,000 annually to well over 5.5 million! Our American mink ranchers need our
help now to protect their investment and the domestic mink market.

ver 50 presentatives including myself and 21 Senators have introduced
legislation to establish a quota-tariff on undressed mink importas. I certainly urge
that consideration be given this immediately in order that our domestic mink
ranchers be freed from the threat of unlimited and unfair foreign competition.

OREGON STATE FUR BREEDERS Auocu'rxon,o'
eg.
Hon. RussziL Long, 4
Washington, D.C., the U.S. Senate.
Dzar SenaTOR Lona: I am writing to urge you to do all you poesibly can to
support the legislation concerning the mink industry an! the other trawl

industry of Oregon.
Both industries are in a very critical situation at the present time and have

bills and investigations in process and would like to urge you to give us all the
support and influence you can in our efforts to keep imports from flooding our
home markets to the extent that they have during this past year.
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You are well aware of the extent of imports of both fish and furs and the impact
it l::thad on our industries during lmg?Thmk you for your attention to this
matter.

Very truly yours,
Txp Jacos, Jr., President.

SratesManT 3Y GEoRGE Storsxy, Manacmr, Furmimas Joinr CouNcil or
Nsw Yomrx

My name is George Stofsky. I am the Manager of the Furriers Joint Council of
New_ York, an affiliate of the Meat Cutters and Butcher Workmen
(AFL~CI0). The Council has its offices at 250 W. 26th Street in New York.

The Council is com of 10,000 members who work on fur skins and the

making of these skins into fur ts,
Our statement is an appeal for urgent help to obtain relief from the operation
of the embargo on raw and dressed fur skins from Russia and Communist China

which is contained in the Trade Agreements Extension Aot of 1051,

The provision is contained in Part 5, Subpart B(4), Section 121.65 of Schedule 1
of the Tariff Schedules (19 U.8S. Code Anno 1202) and forbids ‘‘the entry,
or withdrawal from warehouse, for consumption of ermine, fox, kolinsky, marten,
mink, muskrat, and weasel fur skins, raw or not dressed, or dressed, which are
the product of the Union of Socialist Soviet Republics or of Communist Chins.”

As we point out below, a loophole in this ban bas not only frustrated its purpose
but has operated to encourage the im of these banned skins at an tin,
rate to the increasing detriment of all branches of the domestic fur industry, atgg

especially to the fur manufaocturing employees whom we represent, and to

national economy as well. )

This incredible result is due to the fact that the ban on the im erordnmd
skins, does not restrict the import of fur garmenis manufactured from skins/

As a result of this situation, it is entirely legal for manufacturers to buy these
banned skins for manufacture into garments in other countries such as Canada,
where the ban does not exist, and to ship and sell fur garments made from these
skins in the United States. Such garments have been in i featured and

minent stores in the New York area as Fifth Avenue,

romoted by such ¢

'ailored Woman, y’s, and others. The same is true in other markets in the

United States with reault.u:f loss of scarce jobs and livelihood for American fur
o

workers and to the harm of domestic fur breeders and dealers in and manufacturers
of garments made from non-banned skins.

his harm is caused by the underlying fact that the ban on these skins tends
to depress their prices. Superficially, it would therefore seem that the ban is
acoomplishing its purpose. The contrary is the fact, for the lower price makes
these skins miﬁoaYly and, therefore, unfairly competitive with other skins. The
increased volume of sales and rise of this practice, therefore, more than compen-
sates for the Jower unit price because of the expanding volume. More importantly
also, the ban (in combination with the loophole) compels the manufacture of
these skins into garments to be performed in other countries, where standards of
wages, hours, sanitation, health, and other benefits are far below ours.

he finished imported garments are thus more than competitive with American
products and increasingly threaten the domestic industry, despite the superior
styling and workmanship of American garments and the greater productivity
and of American workers. Moreover, the harm is not limited to them. The
balanoce of payments of the nation is adversely affected because the present situa~
tion encourages the expenditure of American dollars for labor abroad instead of
as payment of wages to American workers.-

'Fl?e incrensing rate of import of such garments shows that any to the

i in comparison to the damage to the domestic

t countries is min
et:f)g%my, at least if the loophole continues to exist, and that the effect of the ban

is the very o ite of what Congress intended in enacting it.

, We thegeﬁ?rgo:lrge the Committee to take steps to refens the ban altogether or,
if the reasons which impelled it are still deemed valid, to close the loophole by
extending the ban to garments manufactured from the prohibited akins.
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CumisTENSEN MINKERY,
Cambridge, Wis.
Senator RusssLL Long,
Senate Office Building,
Washingion, D.C.
theD'u SxENATOR ﬁ&no: I r::d in the Wom;n’n Wear Daily, &m momit:a abon:‘t
numerous pending quota proposals and was pleased with your statemen
before the Senate Finance Committee.
Mink ranching suffered a severe blow with the 1966 crop of mink. Qur ranch
has been in operation for 38 years and last year was the first loss we ever suffered.
Many of the small and under-capitalised ranchers are going out of business and

leaving heavy debts behind.
The ranchers are asking for a 40% quota of the United States consumption.
Personally, if it is going to do any good and save our industry a 25% quota would

be more realistio.
Mr. Johnson, has lost s0 much popularity with Vietnam, race riots, strikes and
other unrest and now he is taking another step . . . destroying U.8. businesses,

letting the farmer compete with nations that can undersell us. In our little business
we have spent a s fortune promoting our product (mink) and the outside
world moves in and capitalizes on our efforts. Wgst do we do? Move to Europe?

Sinoerely yo
¥ yours E. 8. CHRISTENSEN.

STATEMENT or HENRY FONER, PRESIDENT, JOINT BOARD, FUR, LEATHER & Ma-
cHINE WoRKkERs' UNIONS, AMALGAMATED MxaT CurrErs & Burcasr WORK-

MEN or NorTE AMERICA (AFL-~CIO)

The proposed Kennedy round tariff reductions on dressed and dyed fur skins
will have a serious effect upon an industry already hit hard by the competition of
foreign dressed and dyed fur skins, bﬁ;ooeaeed under wages and conditions far
inferior to those that have been established by the unions here after many years
of struggle and sacrifice. In this connection, the attention of the legislators is
called to the hardships already suffered by sectors of the domestic fur prooessing
industry, even before the impact of the Kennedy round is felt. For example—an
most graphically—our rabbit dressing industry, deeply affected by the changin
fashions 1n furs, was administered a virtual death blow by the flood of imports o
dressed and dyed rabbit skins that has inundated our market from France and
Belgium. The unfairness of this situation was pointed up by the fact that the
French rabbit dressers have been favored with a reduction in their social security
tl?nt:d i% proportion to the number of pelts that they were able to export to the

nil tates.

Similar effects have been felt by the Persian lamb processing industry, which,
until recently, has been confined to only two comga.nies in the metropolitan New
York area (a third has just recently been added). For the past several years, these
processors have had their volume of work—and correspondingly, the earnings of
their work reduced due to the increased imports of dressed and yed
Persian lamb skina from Europe, and particularly from West Germany.

In the case of both the rabbit dressers and the Persian lamb processors, we of
the Union have, together with the representatives of ment involved, con-
stantly sought relief frown the mprute tariff authorities. Now we face a polifera-
tion of the problem, which tens to engulf all other fur products as well.
Particularly vulnerable is our domestic mink dressing industry—a highly skilled
section of our trade which has lor;g joyed well-deserved primacy in the world
fur market. If the egferienee of th eagues in the industry is any guide, they,
too, face considerable difficulty in maintaining their level of operation and in
continuing to provide emglg{ment. for the members of our Union.

Our Union is very proud of its record of achievement in «stablishing wages and
working conditions that are among che finest in the American labor movement.
We are also deeply ud of the consummate workmanship and skill that our
members have brought to this industry. We ask our legislative representatives to
enable us to maintain these standards by halting the proposed reductions in the
tariff on dressed and dyed fur skins. Failure to act literally threatens the continued
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existenoe of a si cant servioe branch that has made significant coutributions to
ur industry, to the American consumer aud to the American

eoconomy.

Iowa Fur FARMERS ASSOCIATION.

Senator RusszuL B. Long,
Chairman, Senate Finance Commilice,
Waskington, D.C.

DsAR SENATOR LoNag: We are writing on behalf of the mink farmers of the
Btate of Jowa in support of the position of the National Board of Fur Farm
Organizations pertaining to a quota on the importation of duty-free, cheaply
produced foreign mink pelits.

The mink farmers of Iowa, all of whom belong to the Iowa Fur Farmers Associa~
tion, have taken an increasingly severe economic whipping in recent years at the
expense of mushrooming ex ion overseas. Their expansion has been clearly
designed to capture the U.S. market since domestic consumption in their own
countries is practically nil.

Figures show they have expanded ut a rate approximating five times that of our
U.8. farmers. Dumping this deluge of pelts on our market duty-free has caused
drastic price adjustments resulting in the loss of about one-third of Iowa’s pro-
ducers since 1960. Industry spokesmen and credit sources claim the next one-third

be wiped out in the coming season alone.
ur members feel the pro 40% quota is more than fair. Even though we are

at the brink of being forced out of business we will concede the 409, of our market
they now have if we cun have some assurance that our efforts to create new markets
will not be ambushed by increased imports of cheaper produced, cheaper quality

ts,

The ranch raised mink business was born and conceived in the U.S, It is » very
sad feeling indeed to see people who have t‘Kionetmad and devoted their lifetime to
an ocz:ﬂation being squeesed out and their considerable investment rendered
m&:’cﬁ y worthless by a comgg:it.or who has used our inventiveness and capital-

on it only by cheaper labor, cheaper production cost, a lower standard of
living, and especially by pirating the market created and maintained mainly by
our advertising.

Under these circumstances we feel our government can rightfully im
reasonable restrictions to allow hard working people the opportunity to e a
reasonable living. The 30% prioe drop last year under the influence of a tremen-
dous increase in the foreign crop has resulted in prices well below the cost cf pro-
duction. The United States is going to lose a very worthwhile industry in its

entirety unless we receive your help now.
Sincerely yours,
EvVERETT th.u? X
4

PaLvmer EgicksoN, Jr.,
Legislative Chasrman.

NatioNaL Boarp or Fur FarM OrGaNizaTiONS, INC,,
Straiford, Wis.
Senator RussELL B. Long,
Chairman, Senate Commiliee on Finance:
I am writing in support of the statement of the National Board of Fur Farm
Orﬁmizations, Inc., which speaks for the entire mink industry of the United States.
ink ranching has been our whole life, having been in the business for over 30
years. I have seen many ranchers quit especially in the last 4 to 5 years. Within
our area, which is the central part of Wisconsin, some of the older and more prom-

inent ranchers has quit within the last year.
A rise in cost of the by-products needed for feed has increased our production

costs considerably.
Auction companies have dm{)pgdth;‘ loan credit from $10.00 per kit a year ago to
t thi

between $5.00 and $7.50 per k ear.
Labor cutback has averaged from 3% to 3% per ranch. Many medium sise ranchers

went out to work leaving their families do most of the work on the ranch.
At the present rate I feel that there will be very little left of the mink industry

if some steps aren’t taken to control the imports from foreign countries.
Sincerely yours, .
. CarL SPINDLER,
National Board Director.
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FonmsrviLLE, CoNN,

Senutor RussxiL B. Long,
Chairman, Senate Commiillee on Finance
Senate Office Building, Washingion, D.C.

DEar SeNaTOR LoNu: At the request of Mr. David W. Henderson, Executive
Secrotary of The National Board of Fur Farm Organisations, Inc., 152 W. Wis-
conrin Avenue, Milwaukee, Wisconsin, 53203, I am cuclosing a statement which
I have entitled *“The Plight of the U.8. Mink Farmer."”

The National Bourd is made up of representation from practically cvery state
mink organisation in the United States and is, therefore, in a position and has
the authority to rpeak for the entire mink ranching industry in the United States.

I trust you will give this statement yvour careful consideration. If there is addi-
tional information I can supply, please feel free to call upon me.

Very truly yours,
: Jamgs J. CRITCHLEY,
Seeretary, Connecticut Mink Farmers' Associalion.

Tux Pucar or s U.8. MINK FarRuER

The U.8. mink rancher is battling for his very existence. 409, of the mink
farmers in the United States have been foreed out of business because of the flood
of pelts into the United States from foreign countries. The Scandanavian countrios
(Denmark, Finland, Norway and Sweden) are now producing more pelts than the
comll:eincd production in the United States and dumping their pelts onto our
market.

The mink industry in the United States has spent $22,000,000.00 in advertising
starting in 1944 to date to establish our market for mink garments. Lust ycar
U.S. bureu sﬁwnt $73,000,000 for forcign mink pelts. The cost of producing a
mink pelt in the United States from reliable sources is somewhere between $16.00
and $18.00 depending upon the rancher—yet these forcign pelts sold for an
average of $10.72 for the 4,572,988 {xslw that arrived in this country during the
196667 season. The average for EMBA (U.8.) pelte sold to date for the 1966-67
season after deducting commissions, dressing, and asscssments is $12.10 per
pelt—net to the mink farmer. And more startling the June, 1967 sale averaged
(gross) $10.32—a drop of 339, from the December, 1966 average. The U.S.
market is now glut with pelts remaining to be sold and many ranchers are
awaiting funds from lust ycar's crop. Reports are coming in where mink farmers
are offering their present kit crop for as low as $1.00 ger kit. What other alterna-
tive do they have when they cannot get the money to buy feed? It is rather crystal
clear that our foreign competition is trying to capture our U.S. market.

A little review of the mink industry might be in order. There were a very few
individuals attem&tin  to raise minks in the 1920s. To this number a few more were

added in the 193 ke mauy other pursuits, mink farming had to go through
very little was known about balanced diets

its dgrowing pains. In the ear3 au?eo
and minks were fed on a trial and error basis. It was not until 1840 that minks

were raised in considerable numbers. Mink farmers found out how to feed minks
and how they should be housed, and more people entered this field of endeavor.
It takes an individual many years to establish a successful and profitable mink
farm. First, he must spend large sums of money for breeding stock—the best he
can buy. Then he must spend over a period of years additional large sums for
equipment, including grinders, mixers, feeders. But his biggest expense is involved
in the building of expensive sheds, cages, freezers and barns for storage and other
facilities. Of course, he hus to purchase a farm to begin with and secure trucks
and pay the wages of men to help him operate his farm. The above pertains to the
mink farmer who goes into the raising of minks on a full-time basis and he is the
very one we are most concerned about. He therefore has an over-all expenditure
of many thousands of dollars.
During this so-called “‘build up”’ of his farm he is plagued with disease and
mor production on occasions. Discase van wipe out many hundreds of his minks
fore it is brought under control. Again the establishment of a successful mink
farm does not hapgen over night but retl;::rm a period of many eﬂ“n
The facts and figures brought out above apply equally well with regard to
tion to state the facts

Connecticut mink farmers. I feel that I am in a good
concerning Connecticut mink farmers since I started raising minks back in 1929.
I have also been Secretary of Connecticut Mink Farmers Association since its
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inception in 1846. Although I did not raise minks on a large acale the period of
such raising covered 34 years. However, as far back as 1 I was just about
breaking even and finally had to quit the mink business because I could not mnake

a profit.

T‘:t us go back to 1955, In that year 111 persons were licensed to raise minks
in Connecticut. Singe that year our membership has dwindled every year until
now we have only 43 individuals raising minks in Connecticut. Reports now come-
ing in to me indicate that several more mink ranchers will pelt out this fall.
Other mink farmers who have boen in the mink business for many yvars and who
have thousands of dollars tied up in their farms will attempt to hold out since
they do not want to see their life's work and investment w down the drain.
The success or failure of their mink farms will dopend in a large measure on the
outcome of legislation which must be established on foreign mink pelts coming
into the U.S. market.

Let us take & t.y%ieoal case of a mink farmer here in Conneoticut who is being
foroed to throw in the sponge this coming fall. His name is Joe Wood and he lives
at Egypt Lane, Clinton, Conunecticut. He has been raising minks for twenty years
and started his mink farin in Pounsylvania. He moved to Conunoecticut several
years ago because of the accessibility of ocenn fish. Joe is a conscientious, hard-
working individual who has persevered right down to the end. He is a director of
Connectiout Mink Farmers’ Aasocintion and has been its president. He attended
Yale University and decided to use his talents in the establishment of a mink
farm. He pelts from 3500 to 4000 minks a year and has a huge investment of
several thousand dollars tied up in his mink business. When an experienced
rancher of his stamp and ability has to call it quits, I can foresee where hundreds
of other mink farmers are doomed unless some rather drastio import controls on
pelts are established.

Let moe stato that the U.S. mink ranchoer contributes much to the U.S. economy
by purchasing millions of ?ounds of agricultural by-products per yoar. There is

80 a turn-over of over $150,000,000.00 in the salo of ranchors’ pelts. Like overy
other individual, he pays huge sums in taxes to help support our economy.

The mink rancher is asking support for Bill HR 6694. This bill would permit
pelts to come into the United States duty-free until the amount equals 405 of
consumption in the United States. Isn't this bill worthy of your support?

On behalf of Connecticut Mink Farmners' Association, I am urgently requesting

that you support this bill.

[Telegram]
MANRATTAN, MONT.

Senator RusseLt Lona,
Chasirman, Commiliee on Finance,
. Washington, D.C.

Due to severe economic losses resulting from the excess dumping of Scandinavian
mink on our markets in Deoember and Jauuary, approximately 20 peroent of
Moutana's mink ranchers have been forced out of business, another 20 percent
including myself are buing forced out of business this year. Continued dumping of
this quantity of pelts on our markets will mean the climination of mink ranchers in

Montana within approximately 2 yecars.
RaLre W, CLaRrk,
Director, National Board of Fur Farms, Monlana Fur Breeders Association,

CeNTRAL WisconsIN FUR BREEDERS ASS8OCIATION.

Senator RusseiL B. Long,
Chairman, Senate Commitlice on Finance.

We are writing this letter in support of the statement of the National Board
of Fur Farm Organisation, Inc. This organisation reccives universal support and
speaks for the entire mink ranching industry in the United Statcs.

Our association operates in the central part of the state of Wisconain. At this
time it is coxrisod of only 12 members. Last yoar, 1966, there were 22 members.

A local feed distributor reports that five (5) years ago, he supplied to local
ranchers with ready-mix feed. Theigay 30) of theee ranchers have pelted out. He
now supplies 40 ranchers with feed. This supplier is demanding payment upon

delivery.
[}
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Credit difficultics with Auction Companiea have mounted to the point where
they haveo dropped accounts which they had several years. “Some 25 yearn,"”
To preferred, good rirk ranchers, they are now lending $5.00 to $7.50 whereas
lust vear they would fully lend $10.00 per kit.

Many amall ranchers in this area have gone out to work, leaving their families
to care for the mink. Large ranchers have cut their labor force by 4 to %.

We are luvinf a hard time gotung remaining membership out to meetings.
Members are striving to hang on for the remainder of thin year, hoping for better

rices, but have tho feeling this is the last year they can operate without reliof
rom foreign imports.

Almost all the members have raised mink all their lives and are at a loss to
know where to muke a living, if mink pelts remain at their present low price.

Sincorely,
Jom HzinpL, Jr.,P "
restdent.
CARL SPINDLER,
Director of National Board.
Lxonarp R. Purvis,
Secrelary.

Trinny Mink Rancn, Inc,
Marion, Wis.

Senator RussEwn B. Loxg,
Chairman, Senate Commiitiee on Finance,
Washington, D.C.

GENTLEMEN: The drastic drop in mink pelt prices since December 1966 has
caused many hardships, financial losses, even bankruptoies undeclared as yot.
Many ranchers know they are going to pelt out this coming pelting season but
dare not say so now for fear of losing their hired help before they can got their
animals pelted and sent to market, thus causing them thoe further hardahip of
trying to bring their erop through to pelting time without sufficient help, only time
will tell how many there are in that category.

There are only 15 ranchers that are memboers of our Chain of Lakes Mink
Arsociation, but actually I only know of two ranches that are definitely pelting
out this December. There are two more that may pelt out, but are withholding
{)lwh; final decision until the last minute hoping the market might get better

y then.

I have boen to many ranchcr meetings, and have heard exgmuiom from
hundreds of ranchers, many of them young men quite heavily burdened with
debts, many of these are bankrupt right now and don't know it yet. This last
statement is & prediction, not a fact, because a fact is something that can bo

roved. Overall my mental picture of the mink industry is a rather gloomy one.
he above statements are true as I know them, but 1 realise they are not facts.
1 will state iny own case as facts,

I am 67 years old, my family consists of my wife, and one son 21 years old. We
thmi incorporated in 1965 to make it possible for me to retire and draw sooial
security.

Last year we sold 2110 pelts at an average of $14.68 net, the other 90 pelts
from the 1966 crop are not zold yet, when they are they will bring the average down
below $14.50, which is approximately $1.00 below our coet of production for 1966,
mauking a loss of $1.00 per pelt.

In 1965 our average was $18.49 while our cost of production was approximately
$14.50, giving us a profit of approximately $4.00 per pelt.

There are several reasons why our loss was not more than $1.00 per pelt in 66.
#1 Our herd consists of the so called higher colored mink which the Scandinavian
countries do not have in (Ammtity or quality as yet. #2 We sold most of our pelts
in December before the drastic price drop. For instance certain types of mink
that sold from $18.00 to $25.00 for males, and from $8.00 to $14.00 for females
in December in the 20 called higher colors, dropped from 20 to 307, in June, but
they were at least mildly in demand, but the colors that are sold in quantities
from the Scandinavian countries, such as tel, and mediocre darks had prac-
tionlly no demand unless they were =old ridiculously low. Some ranchors just had
to scll to moet their obligations so they took what they could get, which was as
low as $3.00 for females, and $5.00 for males, an average of $4.00 per pelt. I do
not know what their cost of production was but $15.00 would be very close.
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Our chances for keeping our heads above water for 1967 are better than most
because of the colors we have, but my son has already told me that if things
don't break in 1968 he wants out, and I don’t blame him, and if he leaves I'll

have to pelt out also.

If Bill #H1R6694 could be d and put into effect before Dec. 1967 it would
help everybody, but even if it is passed and doesn't go into effect until after the
first of January 1968 the mink rancher population will decrease considerably by
one year from now.

Yours trul
i CHAIN O’'Laxes MINK ABSOCIATION,

Davip TriBey, President.
RuzsxN BURTTNER, Secrelary,
EuiuL O. WiEsMAN,
National Board Director.

InpiaN Hxap Fur BREEDERS ABSOCIATION,
Hayward, Wis,
Hon. RusseLL B. Lonag,
Chairman, Senate Commitiee on Finance,
Washington, D.C.

Dgar SENATOR: Northern Wisconsin has long been an economically depressed
area in search of industry to improve our living standards without constant
Government aids. Fur farming has played an important part in lifting these
standards and providing decent incomes to many families living in this area.

Just three ycars ago Sawger County, Wisconsin had in the Indian Head Fur
Breeders Association over 22 ranches producing over 34 million dollars annually.
From Washington this amount perhaps does not appesr large but our county
has less than ten thousand people so this is a factor in our economy.

Our ranches supported over fifty families directly and of course with most of
our money being spent locally many other people benefited from fur farming.
As an example our ranch bought $8,000 worth of feed from our local feed mill thus
aiding employment in the community. From your own home state, Senator Long,
we buy ton upon tons of chicken by-products in this way we aid your community.

With the vast increase in imports of mink skins our market has dropped so low
that we have lost over 12 of our Indian Head members with the possibility of
more going out this year. Our area boasted a feed supply plant costing close to
$200,000 it is now shut down and the men are out of work. Last March our own
ranch employed two full time men, both have had to be let go leaving only my
wife and myaself to do the entire job.

As president of our group of ranchers I have tried to lay before you the plight
of the American fur farmer from conditions brought on by the imports that have
taken away the market we have worked 8o hard to build.

I trust the Senate Committece on Finance will support the statement of the
National Board of Fur Farm Organizations.

Thank you.
RoBERT D. FAIRFIELD,

President.

Mrs. HELEN Kawmis,
Secretary.

(Hospitalized, no signature.)

(A bill, S. 612, to rﬁgulate imports of milk and dairy products, and
for other purposes, follows:)
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920111 CONGRESS
b S, 612

IN THHE SENATE OF THE UNITED STATES

JANUARrY 24, 1067

Mr. Proxyne (for himself, Mr. Aikex, Mr. Avnrorr, Mr. Brewster, Mr.
Buroick Mr. Carwson, Mr. Cucren, Mre, Coorer, Mr. Cugris. Mr. Dirx-
sEN, Mr. DoMivick. Mr. Easreaxo, Mre. Erving Mr, Faxyis, Mr. Grues-
iNg, Mr. Harrig, Mr. Hant, Mr. Harrxe, Mr. Hreska, Mr. Inovye. Mr.
Jackson, Mr. JoreaN of Idaho, Mr. Kucnrn. Mr. Loxa of Missouri, Mr.
Maaxvsox, Mr. McCawrny, Mr. McGovern, Mr. MiLier, Mr. Moxpace,
Mr. Moxroxgy, Mr. Monse. Mr. Munor, Mr. Nruson, Mr. Provty, Mr.
Scort. Mr. Sparkman, Mr. Sraineron, Mr. Tuvkmono, Mr. Youne of
North Dukota, Mr. Yovxa of Ohio, Mr. Menrnv, Mr. Yirworoven, Mr,
Prarson. Mr. Moss, Mr. Rixporen, Mre. Hassa s, Mr. Towse, My, Howe
rixae, Me. Bavo, Me, MeGee, Mre. Biner, Mre. Therexvooreg, Mr. Corvrox,
Mr. McCrrrrax, Mr Taaanar, and Mr, Bakes) intraduced the following
bill; whicn was read twice and referred to the Committee on Agriculture

A BILL

To regalate imports of milk and dairy products, and for
other purposes.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United Siates of America in Congress assembled,
3 That this Act may be cited as the “Dairy Import Act of
4 1967".

3 Sec. 2. No imports of dairy produets shall ne admitted

G into the United States for consumption exeept pursnant to

T

*Witnesees testifying on this subject, pp. 115-136.
Communications received by the committee on this subject, pp. 136-153 and

p- 183.
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authorizations- issued by the Secretary of Agriculture in ac-
cordance with the provmons of this Act.

Skc. 8. No authorizations for imports of dxury products
ghall he issued by the Secretary which ‘would result in total
imports for consumption in any calendar year of butterfat or
nonfat milk solids, in any form, in excess of the respective
avernge annual quantities thereof which-were admitted for
consumption’ during the five ‘caleidar years 1961 through
1965.

SEc. 4. In-the event that total annual domestic con-
sumption of milk and milk products in any calendar year
shall be greater or less than the average annual domestic
consumption of milk and milk products during the five
calendar years 1961 through 1965, the total volume of
imports for such calendar year authorized under section 3
shall be increased or decreased by a corresponding per-
centage. For the purposes of this Act, the Secretary may
estimate such total annual domestic consumption on a quar-
terly basis and reflect adjusiments of such estimates in the
level of imports authorized in subsequent quarters or in the
subsequent year. In computing or estimating such annual
domestic consumption under this Act, milk and milk prod-
ucts used in Federal distribution programs shall be excluded.

SEc. 5. The President may permit, if he finds such

action is required by overriding economic or national security
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interests of the Unitéd States, additional quantities of imports
of any dairy product. ~ Additional imports permitted ander
this section shall be admitted for consumption under special
authorizations issued by the Secretary. No additional im-
ports shall be admitted for consumption under this section
at a time when prices reccived by dairy farmers for milk
on national average as detcrmined by the Secretary are at
a level less than parity, unless the Sccretary shall, at the time
such imports are authorized, remove from the domestic
market, in addition to and separate from other price support
purchases and operations, a corresponding quantity of dairy
products. The cost of removing such dairy products from
the domestic market shall be separately reported and shall
not be charged to any agricultural program.

Sec. 6. “Dairy products” for the purpose of this Act
includes all forms of milk and dairy products, butterfat, non-
fat milk solids, and any combination or mixture thereof, and
includes also any article, compound, or ixture containing
5 per centum or more of butterfat, or nonfat milk solids, or
any combination of the two.

Sec. 7. The Secretary may prescribe such rules and
regulations as he deems necessary for the effective adminis-
tration of this Act.

Src. 8. Nothing contained in this Act shall be con-
strued to repeal section 22 of the Agricultural ;i(ljltsmcnt

118
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4
1 Act or any import limitation established thereunder; but the
2 total annual quantitative limitations on imports of butterfat
3 and nonfat milk solids prescribed by this Act shall prevail,
4 and all imports authorized under said sectian 22 or any other
5 law shall be included in computing such total.
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Senator CurTis. Senator Gaylord Nelson?
Senator Proxmire?
Then we will call Mr. E. M. Norton, secretary of the National

Milk Producers Federation.

STATEMENT OF E. M. NORTON, SECRETARY, NATIONAL MILK
. PRODUCERS FEDERATION; ACCOMPANIED BY PATRICK B.
HEALY, ASSISTANT SECRETARY; AND M. R. GARSTAKG, GEN-

ERAL COUNSEL

Mr. NorToN. My name is E. M. Norton, secretary of the National
Milk Producers Federation, 30 F' Street, Washington, D.C. With me is
Mr. Patrick B. Healy, assistant secretary, same address, and Mr.
M. R. Garstang, our general counsel, same firm, same address. -

I would like, with your permission, Mr. Chairman, to file this
entire statement for the record and read certain excerpts of it.

Senator Curtis. Very well, without objection that will be done.

Mr. NorroN. The National Milk Producers Federation is 8 national
farm organization. It represents dairy farmers and the dairy co-
operative associations which they own and operate.

Practically every form of dairy product produced in any substantial
volume in the United States is produced and marketed by dairy
cooperative plants represented by the federation.

he federation is, therefore, directly concerned with the adverse
effect of excessive dairy imports on American dairy farmers and on
the supply of milk produced in this country. We are also directly
concerned with the effect of excessive imports on dairy plants operated
in this country and with the effect of such imports on the domestic
market for dairy products..

In addition, there is presently in effect an important agricultural
program authorized by Congress for milk and dairy products. Under
this pro , prices paid to farmers for milk are supported at levels
ranging between 75 and 90 percent of parity. This is accomplishedaléy
removing surplus sngrplies rom the market through purchases made
by the Commodity Credit Corporation.

Parity is a formula for measuring the relationship between the
prices farmers receive for the commodities they sell as compared with
the prices farmers pay for the things they buy. ~

One of the objectives of the dairy program is to maintain the pur-
chasing power of dairy farmers as an 1mportant factor in the national
economy.

Anot.ger objective, of great importance to the security of the Nation
and to its general welfare, is to assure adequate supplies of essential
foods produced from sources within our own shores. We should be most
foolhardy to rely on an overssas source of supply of dairy products
which could not be depended upon in times of emergency. - :

Neither this important agricultural program, nor the American
dairy industry as we know it today, can exist under present conditions
of world trade without effective import controls. : '

We have no quarrel with the principle that foreign trade should be
expanded, provided such trade is beneficial and not destructive.

road general principles of free trade, however idealistic they may
sound in the abstract, are often impractical and unrealistic when ap-

H
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plied to specific commodities. This is particularly true when they are
considered in the light of the adverse conditions which prevail today
in world trade. o '

Beneficial foreign trade does not result to the United States from
excessive imports of dairy products which are already in surplus
supply and which we do not need. Such imports burden the support
pro with millions of dollars of wasted and unnecessary cost,
undermine the Nation’s agricultural production and markets, and
result in loss of opportunities for our own people.

This country is committed to a high standard of living, high price
levels, high wage rates, and the maintenance of agricultural prices at
levels which will protect the purchasing power of farmers. As a result
of these policies, our agricultural prices, in many cases, even though
still below parity, are far above world price levels.

As long as this condition exists, import controls will be necessary to
prevent world surpluses from being drawn to our more attractive
stabilized markets. The same price differences make export price
adjustments necessary if we are to retain a fair share of the world
agricultural market.

For example, butter is supported at a price of 67% cents per pound
in New York under the price support program. At the same time,
butter has been available in Europe for export to the United States
at about 20 cents per pound. The product came in as butterfat-sugar
mixtures in evasion of the quota on butter.

Senator CurTis. Is that an ice cream mix largely?

Mr. Norton. Yes, sir. Shipping charges run about 3 or 4 cents per

und and the tariff on such mixtures is about 4 or 5 cents und.
urthermore, there is a g)roﬁt on the sugar ingredient, whic was
imported in evasion of the sugar quota.

n our statement before the U.S. Tariff Commission in May of
this year, we quoted figures showing that the American price for
butterfat was more than three times as high as the European export

rice and that the American sugar price was about two times the
uropean price. ]

These are matters which cannot be ignored without disastrous
consequences to our own country. Other countries have been more
astute at recognizing the realities of foreign trade and in dprotecting
their agricultural tgrogmms and their own people against a destructive
level of imports fsn ha: the Umu:id St.alres. by Co

A reappraisal of our foreign trade policies by Congrees in a more

ract.icaf and realistic light 1s long overdue. The Euro Common
Market has sharpened the need for such a review by rendering obsolete
earlier concepts of foreign trade, particularly in the agricultural field.

Aside from this, the extremely wide variations in prices, wages,
costs, and other factors which exist between different countries made
the general application of free trade policies impractical.

Vfo believe Congress is becoming increasingly aware of the fact
that our foreign trade g&licxes are seriously out of line with realities.
The large number of Members of Congress who have introduced
import control bills so indicates. For example, 59 Senators and 198
Members of the House have introduced legislation to provide more

effective quotas on dairy imports.
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Import bills on other commodities also bave an impressive number
of sponsors in both the Senate and the House.

e Dent bill, H.R. 478, passed the House by a vote of 340 to 29. .

We compliment this committee on its foresight in initiating this
hearing to take a new look at foreign trade policies and to explore the
need for import quotas. We are grateful for an opportunity to present
the need for more effective import controls on dairy products.

The federation helped develop and is s supporting the pro-
osed Dairy Import Act of 1967. As indicated above, this legislation
as been introduced by 59 Senators and 198 Members of the House

of Representatives, )

I understand, Mr. Chairman, a question was asked this mor
whether section 23 was an adequate remedy, and the Seaetar;":ﬁ
Agriculture indicated that it was much more expedient to use sec~
tion 22 than to go through this “‘cumbersome’ businees of congres-
sional ings on imports. In other words, that the wheels of Congress
were much slower and less flexible than section 22 action. But I
would point out that it took one-half of the U.S. Senators and almost
200 Congressmen to b this to the attention of the Secretary of

iculture before we could get action under section 23.
Dairy Import Act of 1967 would provide s fair and practical
approach to the dairy import problem. Furthermore, it would be

;c&i;e, am{lii‘:.h would put a :lu;p to the long lix:tory of evasion adnd
su uge w. 1mporters and foreign nations have engaged in under
our presg.ht laws. It would be oﬂignt, because it would be self-
activating at the prescribed level of imports and would ll)z?m the

resent time-consuming and unsatisfactory proceedings before the

Bactostly, the Dasry' 1 Act would limit imports b

ically, iry Import Act wo imit im| uotas
to the average levomportod during the historical base ger?od of
1961-65. The years 1966 and 1967 would not be included in the base
period, because these were not normal import years.

Both 1966 and 1967 were characterized by a great flood of evasion-
type imports. These were primarily butterfat-s mixtures and
&53 cheese. Neither of these products are normal historical imports.
The butterfat-sugar mixtures were imported in open and t
evasion of import controls on butterfat and on sugar. The Colby
cheese, practically identical with Cheddar cheese and used for the
same purpose, was used to evade the import quota on Cheddar cheese.

Limiting total dairy product mg:cr:a to the 1961-85 average is
more than fair to foreign nations, use these years include rela-
tively high levels of nmxoru which have been steadily increasing.

The Dairy Import Act would permit forai%:stions to share in
future developments of the domestic market. This would be accom-
plished by increasing or decreasing the itted level of imports in
proportion to increases or decreases in domestic consumption.

ew products could be allocated a share in the imports, but this
would be do?:i w;:ﬁ;n t.ll:ﬁi lg:nts of the ol:rerall quot:}; In the slam:i
manner, 8 n co recognized by varying the import lev
of 'cum'c products within the overall quota limit. po
vision is made also for emergency action and for overriding
considerations of national interest to be exercised by the President.

If additional imports were authorized by the President under the
emergency provisions at & time when domestic market prices were

85-468—67—pt. 1—10
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below parity, the adverse effect of the imports on the market would be
offset by removing from the domestic market a corresponding quantity
of dairy products by the Commodity Credit Corporation.

It is our firm conviction that quotas are the most effective form of
impo;it. oontrol and also that they are the fairest to all parties con-
cerned.

Tariffs have been rendered meaningless by currency devaluation
and manipulation, by steadily increasing inflation, and by export
subeidies in whatever amounts are .necessary to move the product
into our markets. The volume of imports which will enter under a
fixed tariff is uncertain and cannot be predicted for future years.

On the other hand, when quotas are set, foreign nations know ex-
actly what they can depend on in the American market, and they can
ad{ust their production and marketing accordingly.

n the same manner, American producers know what the volume
of iu:gom will be, not only currently but for several years ahead,
and they can make long-range plans, as they must do, if this country
is to enjoy assured supplies of an essential food.

Furthermore, it is our belief that a definitely known volume of

ir:lports causee less disruption of the market than would the same
volume when coupled with uncerta.int.{ as to whether the imports

would stop at that level or bly go far beyond it.
We hlwle) just been thmumtuaggn wher{ imports got completely

out of hand. The effect was to drive prices to the support floor, add
many millions of dollars of wasted and unnecessary cost to the support
program, and .demoralize and discourage American dairy farmers.
islation is desperately needed to prevent this from happening
again. Unless Congress steps in to bring some measure of dependability
and respectability to our dsirf import controls, we fear another similar
fiasco will result. The plans for it are already being explored by im-
porters and foreign nations.
Import controls are presently in effect on some dairy products under.
section 22 of the Agricultural Adwment Act.
This section, as I pointed out before, is not adequate, and controls
under it bave been weak and ineffective. For example, it has been
characterized by a long history of easy and repeated evasion of its

quotas. ‘
For example, a quota was placed on butter in an effort to regulate

itnports of butterfat. This was evaded by imports of butteroil. A
uota was then placed on butteroil. This was evaded by imports of
ylone, a product com of butterfat to which a small percent-
age of sugar had been added. A quota was placed on butterfat-sugar
mixtures containing 45 percent or more of butterfat. This was promptly
evaded b iml{)orts of a butterfat-sugar mixture containing 44 percent
of butterfat. A quota was then imposed under the sugar law on butter-
fat-sugar mixtures containing more than 25 percent of sugar. This
was promptly evaded by imports of butterfat-sugar mixtures con-

taining 24 percent sugar.
In the same manner, a quota on Cheddar cheese was evaded by

imports of Colby cheese. Colby cheese is used for the same purpose
a8 Cheddar cheese. It is not a normal historical import.

Senator Cuntis. Except for what, the age? ‘

Mr. NoRrtoN. Yes, air; it is not aged.
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A quots on cheese in original loaves is evaded by simply cutting
the loaves in half and then putting them back together again.

During 1966 and the first half of 1967, there was in effect a finding
by the Tariff Commission that imports of butter in excess of 707,000
pounds would interfere with the support program. A butter oil quota
was in effect at 1,200,000 pounds. In 1966, butterfat-sugar mixtures
imported in evasion of these quotas totaled 106 million pounds. In
the first half of 1967, the evasion irgrorts were 92 million pounds,
the equivalent of an annual rate of 184 millon pounds.

During the same period, 1966 and the firrt half of 1967, there was
in effect a finding by the Tariff Commission that imports of Cheddar
cheese in excess of 2,780,100 pounds would interfere with the price
support program. In 1866, Colby cheese imported in evasion of this
quota totaled 46 million pounds. Colby choese imports in the first
half of 1967 were 48 million pounds, the oquivalent of an annual
rate of 96 milliox:srounds.

That new legislation is needed to provide more permanent and
effective controls is forcefully pointed us by the recent Tariff Com-
mission hearing brought to c ose loopholes in previous quotas. The
level of imports recommended by the Comm.ssion was unreasonable
and unrealistic, and its suggested quotas left additional loopholes open

for future evasion. ' ~
It was necessary in this instance for the President, after conferences

with the Secretary of Agriculture and dairy leaders, to override the
Commission’s recommendations by establishing much lower levels of
imports and by including frozen creamn in the new controls.

ven 80, the new controls are &fmn weak und inconclusive, par-
ticularly with respect to evaporated or condensed milk and cream—
these two products have been left open—and retail size packages of
butterfat-sugar mixtures, and other products. .

There is before the Bureau of Customs now an inquiry about
consumer-size acka‘._ging of a butterfat-sugar mixture conunn.i’lll’fl 90

cent butterfat. If it 18 agproved, we are wide open again. These
umports could again reach the same size they were last year. Imports
of evaporated milk are also being explored.

We are concerned that the way may again have been left open for
the writing of another chapter in the already too long history of
“Invasion by Evasion.” ) ] :

Another reason section 22 controls are inadequate is that they are
available only to protect certain agricultural programs. Legislation is
needed not only to lHrovide more positive controls but also to provide
coverage for agricultural commodities which may not be subject to
a support program.

e, therefore, urge you, Mr. Chairman, most earnestly to reevalu-
ate the import contro proimm for dairy products and to provide
p?sitive and effective controls under the proposed “Dairy Import Act
of 1967.” .

Thank you. :
Senator CurTis. Do I understand that by resorting to mixtures has

been the method by which the importers have substantially boosted
their imports in the last year or so

Mr. Norron. Well, that is one way. Another way, Mr. Chairman
is that the original import proclamation back in 1953, prescribed
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Italian-type cheese in or'}ginnl loaves as the onlI type under quota.
What the importers and foreign governments did was merely cut the
cheese in two, wax both faces of 1t, put it in the same box and it then
be_cstmo cheese not in original loaves. So you see it isn’t always just &
mixture.

. nglm;or Curtis. This mixture, has this imported mixture been very
sizable

Mr. NogrTon. Oh, yes, it has.
Senator Curtis. And a number of American manufacturing coim-

panies of ice cream have used it in very substantial quantities.
Mr. Norron. Right. About 200 million ?ounds of this mixture
came in during 1966 and the first half of 1967.
Senator CurTis. About 200 million pounds.

About what is our total impart of butterfat?
Mr. Norron. Well, in the first half of 1967, imports in terms of

milk do;luivalent were running at an annual rate of about 4.4 billion
ounds.
d Senator Curtis. And you feel that while import restrictions based
upon a historical base period of 1961-65 would be a considerable help
to the American du.ir& industry, do you also feel that is rather a
r

reasonable period for the fo. producers?
Mr. NorToN. Yes, sir; we do, because in 1966 and the first half

of 1867 is when the evasion imports of ice cream mixes and Colby
cheese became most prevalent.

Senator Curtis. If something isn’t done there will be new inno-
vations——

Mr. NortoN. Excuse me.

Senator CurTis (continuing). To increase the imports; would they

not?

Mr. NorrtoN. Pardon, I didn’t hear you.

Senator CurTis. I say if Congress does not take some action there
are apt to be new innovations.

Mr. NoRrToN. Yes.

Senator Curtis. On how to increase the imports; isn’t that right?

Mr. NortoN. Yes, sir. .

Senator CurTis. Now, why is the number of dairy cattle down
one-third? The Secretary of Agriculture referred to that this morning.

Mr. Norron. Well, I understood that he indicated that imports
had nothing to do with the declining herds. Herds ars being dispersed
and are decﬁining. I would feel sure that, as in any other business, the
decision to stay 1n business relates somewhat to profit or price. Dairy
herds are dispersing and I would relate that directly to the effect of
imports on price and on the uncertainty of future markets.

efﬂyou have imports at a level that the support program must be
in effect at all times, you are at the very minimum of what you can
make in the business. I would think imports have a very direct rela-
tionship to dec herds. )

Senator Curtis. Yes. It would be quite a factor in our economy
if housing starts dropped one-third.

Mr. NortoNn. That is right.

Senator Curtis. If one-third of any other manufacturing capacity
were to be discontinued, and I think it is a very significant figure.

Mr. NorTtoN. Yes. i ]

Senator Curtis. Because the consumption of dairy products, the
per capita consumption of dairy products hds not decreased, has it?
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Mr. Norron. If it has gone, down, it has been very slight. Now it
haspened, Mr. Curtis, that imports last year were extremely heavy
and rising rapidly. This must have had some effect on price and it
must have had some effect on decisions to stay in or go out of business.

Senator Curtis. And an effect on the U.S. Treasury.

Mr. Norron. Yes, sir; considerable. )

Senator Curris. I think that is all, Mr. Chairman.

The CuatrmaN. Thank you very much, sir. I will read this state-
ment. I came in while you were presenting it, but I will certainly study

1t.
(Mr. Norton’s prepared statement, with a supplemental state-
ment submitted by the National Milk Producers Federation, follows:)

Preraned StaramENT oF E. M. NoRTON, SkcrRETARY, NATIONAL MIiLK
ProbUCERS FEDEBRATION

The National Milk Producers Federation is & national farm organisation. I$
represents dairy farmers and the dairy cooperative associations which they own

and operate.
Some of these cooperatives are bargaining associations. They enable farmers,

bydminh together, to bargain more effectively for the sale of raw milk to processors
and handlers.

In other cooperatives, farmers have banded together to build and o to their
own dairy plants. Through thess plants, they process, on a coet the milk
produced on their farms and market it in the form of finished fairy products.

Practically every form of dairy sroduct produced in any substantial volume in
the United States is produced and marketed by dairy cooperative plants repre-
sented by the Federation.

The Foderation is, therefore, directly conocrned with the adverse effect of exces-
sive dairy imports on American dairy farmers and on the supply of milk produced
in this country. We are also directly concerned with the effect of excessive imports
on dairy plants operated in this country and with the offect of such imports on the
domestio market for dairy products.

In addition, there is presently in eflect an important agricultural program
authorized by Congress for milk and dairy products. Under this proﬁrnm, prices
paid to farmers for milk are supported at levels ranging between 75 and 80 perocent
of parity. This is accomplis by removing surplus supplies from the market
through purchases made by the Commodity Credit Corporation.

Parity is a formula for measuring the relationship betwven the prices farmers
receive for the commodities they sell as compared with the pricos farmers pay
for the things they buy.

One of the objectives of the dairy pmgnm is to maintain the purchasing power
of dairy farmers as an important factor in the national economy.

Another objective, of great importance to the security of the nstion and to its
general welfare, is to assure adequate supplies of essential {oods produced from
sources within our own shores. We would be most foolhardy to rely on an overscas
source of supply of dairy products which could not be depended upon in times of
omergency.

Neither this important icullural program, nor the American dasry indusiry as
we know it t;)day,pcan cctm present conditions of world trade without effective
import conirols.

e have no quarrel with the principle that foreign trade should be expanded,
provided such trade is beneficinl and not destructive.

Broad general principles of free trade, however idealistic they may sound in the
abstract, are often impractical and unrealistic when aptglied to speocific commodities.
This is particularly true when they are considered in the light of the adverse condi-
tions which prevail today in world trade.

Beneficial foreign trade does not result to the United States from exoessive
imports of dairy produots which are already in surplus supply and which we do
not need. Such imports burden the support program with millions of dollars of
wasted and unnccessary cost, undermine the nation's agricultural production and
markets, and result in loss of opportunitics for our own peopie.

This country is committed to a high standard of livin%, luﬁh price levels, high
wage rates, and the maintenanoe of agricultural prices at levels which will protect
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the purchasing power of farmers. As a result of these policies, our agricultural
nrig?:, in many cases, even though still below parity, are far above world price
vels.

As long as this condition exists, import controls will be necessary to prevent
world surpluzes from being drawn to our more attractive stablised markets. The
same price differences make export price adjustments necessary if we are to retain

a fair share of the world agricultural market.
For example, butter is supported at a prioe of 67 14 cents per pound in New
York under the price support p At the same time, butter been avail-

able in Europe for export to the United States at about 20 cents per pound. The
groduct came in as butterfat-sugar mixtures in evasion of the quota on butter.
hipping charges run about 3 or 4 cents per pound and the tariff on such mixtures
is about 4 or 5 cents per pound. Furthermore, there is a profit on the sugar in-
gredient, which also was imported in evasion of the sugar quota. .

In our statement before the United States Tarif Commission in May of this
year, we quoted figures showing that the American price for butterfat was more
than 3 times as high as the European export price and that the American sugar
price was about 2 times the European price.

These are matters which cannot be ignored without disastrous consequences
to our own country. Other countries have been much more astute at recognisin
the realities of foreign trade and in ﬂ'otecting their agricultural Brogrm an
their own people against a destructive level of imports than has the United States.

A reappraisal of our foreign trade poli b& ngress in & more practical and
realistic light is long overdue. The European Common Market has s ned the
need for such a review by rendering obsolete earlier concepts of fo trade,
partiocularly in the agricultural field.

Aside from this, the extremely wide variations Lx‘larrices, wages, costs, and
other factors which exist between different countries e the general application
of free trade policies impractical.

We believe Congress is becoming increasingly aware of the fact that our foreign
trade policies are seriously out of line with realities. The large number of members
of Congress who have introduced imgon control bills so indicates. For example,
59 Senators and 198 members of the House have introduced legislation to provide
more effective quotas on dairy imports.

Import bills on other commodities aiso have an impressive number of sponsors
in both the Senate and the House.

The Dent bill, H.R. 478, passed the House by a vote of 340 to 29.

We compliment this Committee on its foresight in initiating this hearing to
take a new look at foreign trade policies and to explore the need for import quotas.
We are grateful for an opportunity to present the need for more effective import
controls on dairy products.

The Federation helped develop and is strongly supporting the proposed “Dairy

Import Act of 1967.” As indicated above, this legislation has been introduced by
59 Senators and 198 members of the House of Representatives.
It would provide a fair and practical approach to the dairy import probiem.
Furthermore, it would be effective, and it would put a stop to the long history
of evasion and oubtaerfu%e which importers and foreign nations have engaged in
under our present laws. It would be efficient, because it would be self activating
at the prescribed level of imports and would bypass the present time-consuming
and unaatisfactor{) proceedings before the United States Tariff Commission.

Basically, the Dairy Import Act would limit imports by quotas to the aver-
age level un%orwd durini‘the historical base period of 1961-1965. The years
1966 and 1967 would not be included in the base period, because these were not
normal import years.

Both 1966 and 1967 were characterized by a great flood of evasion tvpe imports.
These were primarily butterfat-sugar mixtures and Colby cheese. Neither of these
products are nor historical imports. The butterfat-sugar mixtures were im-
g%r:ed in open and flagrant evasion of import controls on butterfat and on sugar.

Colby cheese, practically identical with cheddar cheese and used for the
same purpose, was used to evade the import quota on cheddar cheese.

Limiting total dairy product imports to the 1961-1965 averafe is more than
fair to foreign nations, because these years include relatively high levels of imports
which have been steadily increasing.

The Dairy Import Act would permit foreign nations to share in future develop-
ments of the domestic market. This would be accomplished by increasing or
decreasing the permitted level of imports in proportion to increases or decreases
in domestic consumption. ,
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New products could be allocated a share in the imports, but this would be
done within the limits of the overall quota. In the same manner, special needs
could be recognised by varying the import level of particular products within
the overall quota limit.

Provision is made also for emergency action and for overriding considerations
of national interest to be exercised by the President.

If additional imports were authorised by the President under the emergency
provisions at a time when domestic market prices were below parity, the adverse
effect of the imports on the market would be offset by removing from the domestic
8arket ; corresponding quantity of dairy products by the Commodity Credit

orporation.

It is our firm conviction that quotas are the most effective form of import control
and also that they are the fairest to all parties concerned.

Tariffs have been rendered meaningless by currency devaluation and manipu-
lation, by steadily increasing inflation, and by export subsidies in whatever
amounts are necessary to move the product into our markets. The volume of
imports which will enter under a fixed tariff is uncertain and cannot be predicted
for future years.

On the other hand, when quotas are set, foreign nations know exacr:;lg what
th?!v can depend on in the American market, and they can adjust their production
and marketing accordinglx'.

In the same manner, American producers know what the volume of imports
will be, not only currently but for several years ahead, and they can make long
range plans, as they must do, if this country is to enjoy assured supplies of an
essential food.

Furthermore, it is our belief that a definitely known volume of imports causes
less disruption of the market than would the same volume when coupled with un-
ge:mitatyuaa to whether the imports would stop at that level or possibly go far

ond i
e have just been through a situation where imports got completely out of
hand. The effect was to drive prices to the support floor, add many millions of
dollars of wasted and unnecessary cost to the support program, and demoralise
and discourage American dairy farmers.

Legislation is desperately needed to prevent this from happening again. Unless
Co steps in to bring some measure of dependability and respectability to
our dairy import controls, we fear another similar fiasco will result. The plaus for
it are already being explored by importers and foreign nations.

Import controls are presently in effect on some dairy products under Section 22
of the Agricultural Adjustment Act.

This section has not been adequate, and controls under it have been weak and
:xlxeﬂective. It has been characterised by a long history of easy and repeated evasion

its quotas.

For example, & quota was placed on butter in an effort to regulate imports of
butterfat. This was evaded b{mimpom of butteroil. A quota was then placed on
butteroil. This was evaded by imports of Exylone, a groduct composed of butterfat
to which a small percentage of sugar had been added. A quota was placed on
butterfat-sugar muxtures containing 45 percent or more of butterfat. This was
promptly evaded by imports of a butterfat-sugar mixture containing 44 percent
of butterfat. A quota was then imposed under the sugar law on butterfat-sugar
mixtures containing more than 25 percent of sugar. This was evaded by imports
of butterfat-sugar mixtures containing 24 percent sugar.

In the same manner, a quota on cheddar cheese was evaded by imports of Colby
cheese used for the same purpose as cheddar cheese and not a normal historical
import.
quota on cheese in original loaves is evaded by simply cutting the loaves in
half and then putting them back together again.

During 1966 and the first half of 1967, there was in effect a finding by the Tariff
Commission that imports of butter in excess of 707,000 pounds would interfere
with the support program. A butteroil quota was in effect at 1,200,000 pounds.
In 1866, butterfat-sugar mixtures itg}»ortcd in evasion of these quotas totaled
106 million pounds. In the first half of 1967, the evasion imports were 92 million
pounds, the equivalent of an annual rate of 184 million pounds.

During the same Beriod, 1968 and the first half of 1967, there was in effect a
finding by the Tariff Commission that imports of cheddar cheese in excess of
2,780,100 pounds would interfere with the price support program. In 1966, Colby
cheese imported in evasion of this quota totaled 46 million pounds. Colby cheese
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imports in the first half of 1867 were 48 million pounds, the equivalent of an
annual rate of 96 million pounds.

That new legislation is needed to provide more permanent and effective con-
trols is forcefully pointed up by the recent Tariff Commission hearing brought to
close loopholes in previous quotas. The level of imports recommended by the
Commission was unreasonable and unrealistic, and its suggested quotas left addi-
tional loopholes open for future evasion.

It was necessary for the President, after conferences with the Secretary of
Agriculture and dairy leaders, to override the Commission’s recommendations by
utablisbilrxﬁsmuch lower levels of imports and by including frosen cream in the

new con
Even so, the new controls are again weak and inclusive, particularlg with

respect to evaporated or condensed milk and cream, retail sise packages of butter-
fat-sugar mixtures, and other products.

We are concerned that the way may again have been left open for the writing
of another chapter in the already too long history of “Invasion by Evasion.”

Another reason Section 22 controls are inadequate is that thgy are available
only to protect certain agricultural programs. Legislation is needed not only to
provide more positive controls but also to provide coverage for agricultural
commodities which may not be subject to a support program.

Without such legislation, the American dairy industry can never rise above a
support program, because, as soon as it becomes self-sufficient, import controls
will be removed and imports will force it back into a new support !)rogram.

We, therefore, urge you moset earnestly to reevaluate the import control
program for dairy products and to provide positive and effective controls under

the proposed “Dairy Import Act of 1967.”

SUPPLEMENTAL STATEMENT OF THE NATIONAL MILk Probucers FEDERATION
ON EvasioN AND SuntERrUGE UNDER PRESENT IMPORT Laws

This supplemental statement is submitted in response to a request of the
Committee that we su;:flg more detailed information concerning the evasion
and subterfuge practiced by importers and foreign nations in connection with
import quotas imposed under Section 22 of the Agricultural Adjustment Act.

EVASION AND SUBTERFUGE

Section 22 has been marred by a long history of repeated and flagrant evasion
of the import quotas.

With high profits at stake, foreign nations and American importers have not
hesitated to exploit every possible loophole in the orders prescribing quotas.
They have been quite successful in their efforts.

For this, in most cases, tlﬁv have been rewarded, not only by handsome profits,
but also by being granted additional quotas based on the history of the evasion
imports. In the most recent hearing, beld this year, substantial increases in the
import quotas were granted on the basis of the evasion imports of butterfat-sugar
mixtures and Colby cheese.

On only one occasion, that of exylone, a butterfat-sugar mixture containing
a high percentage of butterfat, was the evasion issue faced squarely and forth-
rightly. In that case, the Tariff Commission refused to recognize the subterfuge
product as a normal import, and a zero quota was established.

Unfortunately, even this one bright spot is tarnished, because the exylone
quota was limited to rroducta containing 45 percent or more of butterf..t, and it,
in turn, was prompt| {: evaded by imports of junex, a butterfat-sugar mixture

containing 44 percent butterfat.

Beginning of section 28 quolas

Although Seccion 22 had been enacted in 1933, and although imports had
become such a serious threat that Congress had to step in to control them, it
(\ivu notol‘x’nﬂl 1953 that import quotas were established under Section 22 on

airy products.

Tge Congressional controls were applied for several years immediately preceding
1953 under Section 104 of the Defense Production Act.

In 1953, import controls were established under Section 22 at a time when a
further extension of controls by Congress w&a:‘rending. It is obvious that the Sec-
tion 22 controls would not have been provided in 1953, except for the fact that it
was necessary for the Administration to do so in order to defeat a further extension
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of controls under Section 104 of the Defense Production Act. The Presidential
Proclamation (No. 3019, June 8, 1953) tl'ank.liyl'l recognized this and made the new
controls under Section 22 apply only *. . . in the evznt Section 104 of the De-
fense Production Act of 1950, as amended, expires under its present terms . . .”.

On the basis of this action, Con onal controls under the Defense Production
Act were not extended and con were shifted to Section 23 of the Agricultural
Adjustment Act.

Since that time, the controls have been evaded and chiseled away to an intol-
erable de and the time has come when Congress must again step in to bring
a reasonable measure of effectiveness and respectability to the dairy import policy.

Two of the products which were of initial importance to an import control

pro were butterfat and cheese.
Tariff Commission found, in 1953, that imports of butterfat would imperil

the support pr and set a quota on butter imports of 707,000 pounds.
Butter was the obvious import item at that time. The Department of Agri-
culture had recommended that the import quota for butter be applied also to
butteroil and to cream containing 45 percent or more of butterfat.
The Tariff Commission did not accept this recommendation and thus left
open a hole in the dike through which the first great evasion of Section 22 quotas

was destined to tuke place a few years later.

The butteroil evasion

Enterprising importers and foreign nations were not long in discovering and
taking advautage of the butteroil opportunity.

In 1956, butteroil imports had reached 1.8 million pounds. This was equivalent
to 2.2 niillion pounds of butter.

In 1957, an annual quota of 1.2 million pounds of butteroil was established
under Section 22 (Presidential Proclamation, April 13, 1957). The effect of this
was to reward the importers and foreign nations with an increase in the butterfut

imports equal to 1.5 million pounds of butter per year.

The ezylone crasion

A way to avoid the butteroil quota had been devised by the importers before
the quota was ever issued. The letter from the President setting the scope of the
butteroil heurin%_weut to the Turiff Commission November 17, 1956. In less than
two weeks, on November 28, 1956, the first pilot shipment of exylone arrived.
Exvlone is butterfat with a small percentage of sugar (8.2¢¢) added.

By the time the quota on butteroil was established in April of 1957, approxi-
mately 2.5 million pounds of exylone had already come in through the new gteak

in the dike.

A month after the butteroil proclamation was signed, the President had to start
a new proceeding before the Tariff Commission on exylone. Approximately 9 mil-
lion pounds of exylone were entered before the shipments were stopped by a sero
quota.

The exylone proclamation was limited to articles containing 45 percent or more
of butterfat, thus inviting evasion by articles containing 44 percent butterfat.

The junez evasion

Two months after the exylone proclamation was signed, the importers were
working on a new evasion product containing 44 gercent butterfat and about 55

cent sugar. The new product was called junex. For several years junex became

volved in the sugar quota and imports were delayed. For the past 5 or 6 years
however, junex has been imported in subetantial quantities and has added
millions of dollars of unnecessary and wasted cost to the support program.

In 1966, the butterfat imported in butterfat-sugar mixtures in evasion of the
quotas was equivalent to approximately 58 million pounds of butter.

TAe sugar evasion

The evasion history of this product has carried over to the sugar quota.

The Secretary of Agriculture issued a sugar order in July 1966, placing a quota
on imports of such mixtures containing more than 25 percent sugar (Federal
Register, July 13, 1966, p. 9495). :

e Secrctary’s order was immediately evaded by a butterfat-sugar formula
containing 24 percent sugar and 44 percent butterfat.

In the first half of 1967, the butterfat imported in butterfat-sugar mixtures
was equivalent to 52 million pounds of butter. This is an annual rate of 104

million pounds of butter.
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None of these butterfat-sugar mixtures was & normal historical import. All
of them were subterfuge products designed to evade our weak and inadequate
import quotas under Section 22 and under the sugar law.

The Colby cheese evasion

When import controls were transferred to Section 22 in 1953, a quota was
established on Cheddar cheese of 2,780,100 pounds. This quota remained in effect
until July 1 of this year.

In July 1958, the importers and foreign countries obtained a Bureau of Cus-
toms ruling that Colby cheese was not subject to the Cheddar cheese quota.
Colby cheese is practically identical with Cheddar cheese and is used for the same
Kurpose as Cheddar cheese. Colby cheese is an evasion product and not a normal

istorical import.

Following the Customs ruling, imports of 500,000 pounds came in during 1958.
The import rate increased rapidly to 15 million pounds’in 1961. During the
period 1962-65, an attempt was made to control them under voluntary arrange-
ments with some of the principal exporting countries and imports ranged from
10 to 14 million pounds a year.

In 1966, tre vouuntary arrangements broke down as prices in this country rose
and foreign nations suw an opportunity to mike a killing in the American market.
1966 imports totaled nearly 46 million pounds.

In the fir=t half of 1967, Colby cheese imports were 34 million pounds equal to

an annual rate of 108 million pounds.

The split loaves evasion

The 1953 proclamation utider Section 22 established a quota of 9,200,100 Ibs.
for Italian-tvpe cows milk cheese in original loaves. The quota was increased in
1960 to 11,300,100 pounds.

This quota was originally evaded by simply cutting the loaves in half and then
putiing them back together aguin.

More recently the evasion of this quota is taking the form of consumer size cuts
or grated cheese.

1966 importa not in original loaves had climbed to 451,000 pounds. January-
March 1967 im(;)orts had jumped to 277,000 pounds, equal to an annual rate of

8.

1, 10%,000 poun
Processed Italian-type cheese is another potential evasion of this quota.

The 1967 proclamation

Although imports of butterfat-sugar mixtures containing 44 pcreent butterfat
and Colby cheese, both obvious evasion products, had been adding millions of
Jdollars of wasted and unnecessary cost to the support program for many ycars,
no nction was taken to control them until 1967. The inadequate sugar regqulation
of 1966 cut the sugar content of some of the butterfat-sugar mixtures from 35 to
24 percent but left the butterfat content unchanged at 44 percent.

Imports got completely out of hand in 1966, particularly with respect to
butterfat-sugar mixtures, Colby cheese, and frozen cream. It is estimated that
total 1966 imports added approximately $29 million of unnecessary cost to the
support program.

n early 1967, the situation was becoming much worse with some products
running at double or more of the nlreudg heavy 1966 rate.

It was not until April 1967 that the Tarif Commission investigation was
initiated, and controls were not applied until July 1, 1967.

This was many years after the need for controls arose and more than 12 months
after the situation became especially critical in the first half of 1966. It was after
many millions of dollars of unnecessary cost to the price support program had
been incurred. And, most imgortan:}y it was after half of the United States

use of Representatives had introduced legislation

Senate and almost half of the Ho p
to end imports by subterfuge and establish a practical and respectable import

policy.

The 1967 proclamation put a quota of 6 million pounds on Colby cheese, 2.6
million pounds on butterfat-sugar mixtures containing over 5.5 percent butterfat,
1.5 million gallons of frosen cream, and raised the cheddar cheese quota from

2.8 million pounds to 10 million pounds.

The effect of this was to reward the Colby evasion with an increased CL.ddar
quota of over 7 million pounds per year plus 6 million pounds of Colby in the
annual quotas. The butterfat-sugar evasion was rewar with an annual quota

of 2.6 million pounds.
Excepted from the quota on products containing over 5.5 percent butterfat
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are bulk shipments of evaporated or condensed milk and cream. Also excepted
are consumer sized packages of Junex and Exylone.

The next great evasion
The 1967 Presidential Proclamation is again weak and inconclusive and is an

open invitation to further evasion attempts.

The real drive for evasion may not come for another year. If Congress enacts
the “Dairy Import Act of 1967" there will be no further evasion, because that law
would deal with the problein from a positive rather than a negative angle and

would be self-activating and effective.
There arc two reasons why the next evasion may not develop immediately.

One is the danger that too soon an evasion may hasten the pmaf of the Dairy
Import Act. The other is that warchouses are stocked with butterfat-sugar
mixtures and Colby cheese. Some of the largest dairy companies, we understand,
have accumulated imports sufficient to supply their needs for a year ahead.
Nevertheless, the groundwork for the next great evasion is already being laid.
Importers and foreign natious are quietly exploring, in the Bureau of customs,
the possibility of evading the new quotas by merely changing the form of the
imported butterfat from a butterfat-sugar mixture to evaporated or condensed

milk and cream.
The original request for a quota on butterfat-sugar mixtures would have

included evaporated or condensed milk or cream in the controls.

However, in the course of the Tarif Commission hearing, and in the final
proclamation, a special and specific exception for evaporated or condensed milk
and cream was written into the quota on articles containing over 5.5 percent of

butterfat.
The effect of this exception is to leave the door wide open under this quota Io;

unlimited imports of butterfat in the form of evaporated or condensed milk an

cream.

Another major evasion possibility already being explored in the Bureau of
Customs, is the importation of 5 or 10 pound bricks of butterfat-sugar mixtures
under the exception in the quota for consumer size packa The bricks would be
90 percent butterfat, could be wrapped in easily removable wrappers, and could

be sold to ice cream manufacturers.
The weak and ixmde(Luate wording of the exception for consumer size packages

does not require that the product be imported for the retail trade or that it be
sold in retail trade. All that is required is that the product be packaged for dis-

tribution in the retail trade.
Other loopholes left open by the new proclamation are cut loaves of Italian-type

cheese, processcd Italian, processed Edam and Gouda, and chocolate crumb.

In view of the loopholes written into the new proclamation, it appears quite
likely that the new proclamation may be just another gesture, as others
have been so many times in the past, which can be used to discourage Congress
from enacting effective import controls but which will leave the way open for
another round of evasion as soon as Congress looks the other way.

The CHalrMAN. Our next witness is the Honorable William Prox-
mire, senior Senator from Wisconsin.

Senator Proxmire, we are happy to have you with us today and to
hear your views on economic matters with which you are thoroughly
versed as chairman of the Joint Economic Committee.

We are also pleased to know your views on dairy products because
that is one of your specialties. So you proceed in your own fashion.

STATEMENT OF HON. WILLIAM PROXMIRE, A US. SENATOR
FROM THE STATE OF WISCONSIN

Senator ProxuMire. Thank you very much, Mr. Chairman.

I have a short statement and I won’t deliver the whole statement.
I will speak for about 5§ minutes or so.

I am delighted to have an opportunity to a;:rear before your com-
mittee today in support of legislation to curtail dairy imports. Eight
members of your committee are cosponsoring my bill to set a quota on
the importation of dairy products based on the 1961-65 average.

Although the legislation, S. 612, is now pending before the Senate
Agriculture Committee, I think it is entirely appropriate to direct
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your committee’s attention to the Dairy Import Act of 1967 in view
of the fact that similar legislation is pending before the House Ways
and Means Committee, as well as the nature of today’s hearings
on import quota legislation.

Dairy imports to the United States have been skyrocketing over the
past few years. In 1965, 900 miillion pounds, milk equivalent of dairy
products were shipped into this country. This amount was reasonably
close to the 1961-65 average of 832 million pounds. However, imports
tripled to an incredible 2.7 billion pounds in 1966 and were being
brought into the United States at an annual rate of 4.3 billion pounds
when President Johnson moved to curtail imports by a proclamation
issued on June 30 under the authority of section 22 of the Agricultural

Ad\j‘trxgtment Act, as amended.

at caused this tremendous jump in dairy imports? Quite frankly, .-

it was due to a successful effort by foreign producers and marketers
to find loopholes in the section 22 controls that presently govern dairy
1mports.

_ For example, on April 15, 1957, President Eisenshower acted to bar
imports on articles containi:rf 45 percent or more of butterfat. This
embargo was aimed at butterlat-sugar mixtures which had made sub-
stantial inroads into U.S. markets. However, butterfat-sugar mixtures
containing less than 45 percent butterfat began to evade this control
decision in i966. In that year butterfat-sugar imports leaped to
184,5522,904 pounds from a modest 3,510,032 pounds of imports in

65.

Butterfat-sugar mixtures produced overseas were and are able to
compete with domestically produced mixtures in the absence of
quota controls because of export subsidies.

For example, the Dutch sell butter in their own country at 64
cents a pound. However, the Dutch subsidize butter sold on the world
market to make it competitive with the cheapest butter available
in that market. That means the Dutch subsidize exported butter
to the tune of about 39 cents per pound, making it available f.0.b.
Dutch ports at around 26 cents a pound.

When this cheap butter is then used by Canada and the United
Kingdom in butterfat-sugar mixtures produced for export to the
United States, it is_easy to see how the product can undercut the
domestic product pricewise. i

But why are import controls necessary? If we can’t produce dairy
products cheapl¥ in this country, why shouldn’t we lose our market
to other nations? I've already gven one answer to that question—the
pr_odulct we are competing with is subsidized to artificially keep the
price low.

However, a second consideration is the perishable nature of fluid
milk. Fluid milk is probably the single most im nt_product of
the dairy industry. It is an essential staple in the diet of the Nation’s

children. Congress has recognized this fact by giving its support to
a school milk program separate and distinctyfrom :ie sohoof lunch
progl::m. However, fluid milk is extraordinarily perishable. It could
not be imported from any country that did not border on the United
States. If we stand idly by while imports drive dairy farmers out
of business we may well see the day when our children drink only
powdered, not fluid, milk. .
The public should also recognize that it pays dearly for dairy
imports that create surplus milk production in the United States.
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Because of the import flood earlier this year, before the Presidential
proclamation, the Department of Agriculture had to purchase the
equivalent of 3.6 billion pounds of milk at a cost of $169 million. The
Department estimated the dairy price-support program would cost
$300 million by the end of the year unless dairy imports were sub-
stantially reduced.

Of course, the President has now acted to curtail dairf imports.
For this I am very 'lirateful. I know that the dairy farmers of my State
are 'ﬁmtef ul also. The import quota set by the June 30 proclamation
should limit imports to 1,011 million pounds per year—well under the
4.7-billion-pound annual rate that existed before the quota went into
effect, although substantially above the 832-million-pound level

envisaged by my proposal.
~Why ls;a'g th& li"reaidczmtiul action sufficient? Why is my bill still
DECessary

First, importers have evaded controls set by Presidential order in
the past and there is no reason to think they will not do so again in
the future. These quotas are set on a product basis, not for the indus-
try as a whole, as my bill would do. For examgle, at this very moment
8 dairy processor in my State is suffering badly because the most
recent Presidential order did not cover a product called chocolate
crumb. This product is one of his staple items and he will probably
be forced out of business.

The Presidential order also placed no restrictions on imports of
Edam cheese, Gouda cheese and Italian-type cow’s milk cheese in
grated form although restrictions on all of these products were sug-
gested by the Secretary of Agriculture. Any of these products or some
other we are not presently familiar with could becume the vehicle for
further import invasions bringing hundreds of millions of pounds of
milk equivalent into the United States. ‘

Second, the President at any time can rescind these controls by
executive proclamation. Thus, the Congress has no control over the
level of dairy imports to the United States. It is not beyond the realm
of possibility that some future President could use an off-again, on-
again approach to keep domestic dairy prices depressed through the
constant threat of foreign imports. '

Third, it takes months to use the authority available under section
22 to invoke controls of dairy imports that could have a drastic effect
on the domestic market in & matter of weeks. First, the Secretary of
Agriculture calls on the Tariff Commission to investigate one or a
series of dairy import ]irobl . The President approves this request.
The Commission holds ings, A report is then made to the President
who, after a suitable period, issues a proclamation that then must be
implemented. By setting anent import quotas that could be
expanded to take account of a growth in consumption of dairy products
in the United States, my bill would make this administrative redtape

unnecessary. '
For all of these reasons, Mr. Chairman, I hope your committee will
carefully consider the dairy import problem as well as the solution
my bill would provide in any general discussions you may have of
the overall import question. o o Y '
The CaairMAN. Thank you for a very persuasive statement,
Senator Proxmire. b o S S
What you are advocating here would require & rollback in dairy
product imports, I takeit? - - ! S
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Senator ProxMmiRE. Well, the President has acted, acted as of
July 1. He made it effective as of July 1, to restrain imports to the
average level that we had between 1960 and 1965, plus an allowance
for New Zealand and Australia because of the Vietnum situation. My
bill would accomplish roughly the same thing.

The CHAIRMAN. So what you are asking for is pretty much what
the administration has recommended, except you wouldY like ta.write
it in the law.

Senator PrRoxMIRE. That is exactly correct.

The CaairMaN. Where the people could depend on it. You are like
other industries I know of that would rather have it in the law than
limited by sufference of the President.

While he might be kind to them, (f'ou would like to see it in the law,

s'here you exist whether the President feels kindly toward you that
ay or not.

Senator ProxMiRE. That is right. I admire and respect the President
greatly, and I think he did a fine thing for the dairy industry, and I
think it was very wise for the country, saved money.

But, as you put it so well, I think 1t would be a good thing for us if
we had this written into the law so the dairy farmer could count on it.

The Caammuan. I was talking to someone about a parallel problem.

He said:

Don't you trust the President? Don’t you trust the Secretary?

I said:

Well, I suppose I trust them more than you do. But, on the other hand, I would
like to see it written in the law where we could rely on it.

You cannot tell who is going to be President, even 2 years from
now.

Senator ProxuIRE. Unfortunately, that is too true.

The CuairMAN. Nor can you be sure who the Secretary will be
even 6 months from now. So if you had it in the law then you know
you can rely upon it and people could make secure investments.

Senator ProxmiRE. That is why we are losing our dairy farmers
now at a very rapid rate. We are losing them at a rate of 12 to 15
every day in the State of Wisconsin, and it is true all over the country.
I say if we are continuing to lose them at this rate because of the un-
certainty in our mdust.r(ﬂ, it is going to threaten the fluid milk which
is so important to the diets of our children. .

The CrairMaN. When a little fellow invests everything he has in
his small business, and dairy farming is a small business, it would be

od to know that no one is going to muke a trade agreement and
that no foreign country is going to invade his market and take it

away from him in a year or two, is it not?

Senator PrRoxMIRE. Yes, indeed.
The CrarMAN. If you look at all the problems small businessmen

are confronted with, and you have been very much interested in that
problem, as have I, you find that the small businessmen have it toml;
enough trying to compete with all of these big businesses in thi

country the way it is now, much less to find that someone made a
trade agreement and put them right out of business at one of these

international bargnnmi tables.
So it would be well that he have some idea as to where he stands

in the international picture, at least that his domestic market is some-
what stable when he goes into business, to feel that if he can’t com-
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pete with the giants in this country, that he at least has some chance
to survive without being negotiated out of business by some trade
negotiator, even though that man may be very sincere when he signs
that trade agreement.

Senator PRoxMIRE. The Senator ﬁuts it very well, and of course,
a farmer is a small businessman. He has his investment, he has
problems very, very similar to any other small businessman, but I
think all of us recognize that farmers have a much tougher row to
hoe than alinost any other group in our society, and the dairy farmer—
the President has recognized this, the Secretary of Agriculture has,
the dairy farmer has had the toughest of all.

He is frozen into this tough and unprofitable business because of
his big investment, his income has been shamefully low, and then
just as he is beginning to make progress, this flood of imports comes in,
and it is a situation that does cry out for justice and relief.

The CrairMaN. Well, he certainly has a spokesman on his side
in the senior Senator from Wisconsin.

Senator ProxMIRE. Thank you, Mr. Chairman.

The CHAIRMAN. Am'lriou made a fine statement.

Senator PrRoxMIRE. Thank you very much.

The CHAIRMAN. Now, the next witness will be Mr. Bernard A.

Tr;n‘gman, who is president of Trugman-Nash, Inc.
elcome, Mr. Trugman, and we will be pleased to hear your

statement.
STATEMENT OF BERNARD A. TRUGMAN, TRUGMAN-NASH, INC.

Mr. TRuaMAN. Thank you very much.
Mr. Chairman and members of the committee, my name is Bernard

A. Trugman and I am president of Trugman-Nash, Inc. of New York
City. My family, commencing with my father, has been in the dairy
products business since 1921 and I have personally dealt with import
and export of dairy products since 1934, a period of 33 years.

I have come before dyou today to urge that this committee take no
action that would lead to imposition of further import quotas on dairy
products. The reason for this is very simple: The President, less than
4 months ago, imposed stringent new quota restrictions on imported
dairy products in addition to those already existing. Certainly now
is not the time to legislate on this subject matter when the results and
ramifications of this most recent action will not be known for at least
a year.

A substantial increase in dairy imports was witnessed in 1966.
The level of 2.8 billion pounds milk equivalent was reached in that
year and the prediction was made that unless some restriction was
imposed the level would rise to 4.8 billion pounds for the year 1967.
As a result the President, acting under section 22 of the Agricultural
Adjustment Act, asked the Tanff Commission to institute an investi-
gation and to make recommendations to himn concerning possible
tightening of dairy product import quotas. _

The Tariff Commission in June ol this year recommended to the
President the imposition of new quotas which would have the effect
of keeping the miort level at the 1966 figure. This recommendation
mind you, would have kept the imports at a figure which, it should
be noted, is only 2 percent of the entire U.S. dairy production.
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However, the President in his ju%ment, decided to impose much
more restrictive quotas than the Tarifli Commission had recommmended
and, therefore, on July 1 of this year the quotas that actually went
into effect were at a level to allow only 1.1 billion pounds milk equiva-
lent per year, a ﬁ.ﬁure less than 1 percent of the total U.S. dairy pro-
duction and equal approximately to the imports of the year 1965.
These new quotas covered Cheddar cheese, American-type cheeses,
cheeses other than Cheddar, butterfat mixes used for ice cream mixes,
and frozen cream. There was already in existence a most restrictive
butter import quota.

It can, therefore, be seen that the dairy import situation at the
present time is well under control. I would implore this committee
to defer any action whatsoever in this area.

It is my personal opinion that the restrictions imposed by the
President, efiective July 1, actually went too far, when one considers
how insignificant the size of imports is compared to the overall U.S.
dairy production, and when one considers further the amount of these
imports that actually are specialty items that are not even made in
the United States a.nywa*.

' To me the basic underlying problem in the domestic dairy situa-
tion today is not the threat of increased imports but rather the alarm-
ing decrease over the past 15 or more years in the U.S. per capita
gousumption of dairy products generally and particularly milk and

utter.

I have here a chart which illustrates my point graphically. It shows
the gradual decline in milk consumption contrasted with the shar
increase in soft drink consumption and the alarming downward ten
in butter consumption as opposed to an almost identical uptrend in
the consumption of oleomargarine.

(The chart referred to follows:)

U.S. Per Copita Consumption of Selected Doy and Competing Products,
1950, 1956 and 1963
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Mr. TruamaN. Gentlemen, as long as this type of situation exists
there can be neither stability nor absence of economic dpressures in the
U.S. dinry industry. I note that this trend in milk and butter is not a
worldwide trend and, therefore, that excuse certainly cannot be given.

If our Government is interested in preserving the markets of the
domestic dairy farmer, it also must bear a share in the responsibility
for this decline in per capita consumption. A case in point is the recent
shift by the Departments of the Army and also the Air Force in
abandoning their previous regulations requiring the supply of butter
to our troops and airmen. It is my estimate that this change in policy
which became effective in March 1966, might be responsible for a
decrease in overall butter consumption of perhaps 84 million pounds
per year, based on an individual daily ration of 1.6 ouncee per person.

It should be noted that the only reason the Pentagon did not
eliminate butter from the Na\&‘ntion is because the Congress, in its
food judgment, has written Navy butter requirement into the
aw

It is entirely possible that this shift by the Army and Air Force
might have had a so-called multiplier effect on domestic consumption

of butter where e might have been swayed in clnnguf' their
individual purchag:o g:tbits a8 a result of the publicity astendant to

gt bo seid thet the P changed ite poli rd

t might be said that the Pentagon changed its policy in order to
save money and that one should not criticize such action. And I should
suppose that this might be a good reason for the shift away from butter
by our civilian population as well, but in neither case, gentlemen,
should imports be the whipping boy.

As I have said, I have been an importer of d-.ir{producta for many
years and I have exported U.S. dairy products when they have been
available for export at competitive prices. One thing that is clear to
me that has already been alluded to at these hearings is that an
unnecessarﬂ restriction of dairy imports is quite likely to come back
to haunt the economy in perhaps some other area. In other words,
gentlemen, if the countries that trade with us cannot earn dollars by
sending in imports they will not have these dollars to buy our refriger-
ators, our record players, television sets, grains or aircraft.

Mr. Chairman, in discussing this situation, I have tried to keep to
the bare essentials. I urge this committee to take no action that would
lead to further restriction of dairy products into the United States.

Thank you.

The CrA1rRMAN. Mr. Trugman, I notice here in your statement
that you feel that it was unfortunate that the and the Air Force
abandoned their ations requiring the supplying of butter to
troops and airmen. Let me ask you, I assume that those services do
silll provide something in the place of butter, oleomargarine, in the
event butter is not served, would they not?

* Mr. Trueman. I assume so, yes, sir.
The CrA1RMAN. And I suppoee that the service in purchasing

Butter, if the purchasing officer found it desirable to purchase butter,
ke would just purchase competitively with oleomargarine.

Mr. TruagmaN. Well, the price is not competitive, sir. The support
program of the Government apparently raises the price on the milk
and@the butter-finished product to such a level that there is quite
o bit of difference between the price of margarine and butter.

85-468—087—pt. 111
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The CrairmAN. Well, are you not advocating a restraint on free
trade yourself when you advocate we write into the law here that
the services be required to purchase butter rather than oleomargarine?

Mr. TruaMmaN. Well, sir, I think your predecessor, Senator Wiley,
when he was chairman of the Senate Finance Committee, was the
instigator of making the regulation so that the Navy would have to
serve butter and so not buy margarine in its place.

The CuairMaN. He was not chairman of this committee. He was
chairman of the Foreign Relations Comunittee for a while. He might
have had something to do with it, but he did not do it as chairman of
this committee.

Mr. TruamaN. That is my understanding here.

The Cra1RMAN. The committee was told by two previous witnesses
that the quotas which have been established on dairy products proved

ineffectual as foreign producers were able to circumvent them by
i i uirements and things of that

product mix, changing packaging req |
sort. Do you have eny facts that can refute those assertions.

Mr. TruaMaN. Yes, I do, sir. Actually, in the year 1966, 46,000
tons or therebys of imported butter mix was imported but that was
the first and only . The Government acted—the administration
acted very quickly in cutting that out. The actual quota that has been
established on July 1 was limited to only 1,150 tons which is about
onl{ 22% million pounds or less, which is less than 2 percent or close
to 1 percent of the entire imports of that previous year.

Now, we in the trade consider that that is completely effective as
far as control of those imports and Secretary Freeman this morning
mentioned that. He says absolutely there is a control and right now
the amount of imports is approximately less than 1 percent of the
entire milk production of this country.

I could mention one other thing about the consumption which one
of the previous speakers may have tg:'en a bit of a wrong impres-
sion on. The production of milk in this country at the present time
is about 120 billion pounds of milk equivalent. Fifteen years ago the
figure was the same, 120 billion pounds. Yet, the population 15 years
ago was 150 million people. Today we have 200 million people.

The CrairMAN. Here is what the previous witness said on behalf
of the National Milk Producers Federation. He said:

For example, a quota was placed on butter in an effort to regulate imports of
butterfat. This was evaded by imports of butteroil. A quota was then placed
on butteroil. This was ev by imports of Exylone, a product cocmposed of
butterfat to which a small percentage of sugar had boen added. A quota was

laced on butterfat-sugar mixtures containing 45 per cent or more of butterfat.

his was promptly evaded by imports of a butterfat-sugar mixture containing
44 per cent of butterfat. A quota was then imposed under the sugar law on butter-
fat-sugar mixtures containing more than 25 per oent of sugar. This was evaded
by imports of butterfat-sugar mixtures containing 24 per cent sugar.

Hrust wanted your comments on that.

. TRuaMAN. Yes; there is an actual quota on butter imports of
707,000 pounds, if I am not mistaken, for the whole country, from
all sources. There is a quota of 1,200,000 pounds of butter oil for
the whole quota. That is from all over. That is less than 2 million

pounds overall fat.
As for butterfat mixtures, there is 1,150 tons altogether. It is only

less than 2% million pounds. The total—there is no quota on Exylone.

"

/1
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There is no quota on butterfat-sugar, butterfat mixtures other than I
just mentioned.

The amount of chee:e that is on quota is much less than the Tariff
Commission suggested in its report. I was down at the Tariff Com-
mission hearings in May. They spent 3 days taking testimony just on
this problem. They published a Look that must have run 200 pages,
which is available for the Senator and they concluded that 2.8 billion

ounds should be imported. The President in his judgment, cut it
Eack to 1.1 billion, and that in my opinion, is much more stringent
than it should be. I do not think there should be any legislation,
There is no need for it, sir.

The CuairMaN. This witness also said that a quota on Cheddar
cheese was evaded by imports of Colby cheese, which serves the sane
purpose and that the quota on cheese in original loaves was evaded by
simply cutting the loaves in half and then putting them back together
again. 1 am sure that we can have your help in getting to the bottom
or this and sceing who is right.

Mr. TRusMAN. Yes. Would you like me to comment, sir? The
Cheddar and the Colby are both on quota licenses. The quotas amount
to much less than the Tariff Commission suggested could be equitable.

As far as the Italian type cheeses or the ones that are cut in half,
the Tariff Commission found that there is no harm done to the U.S,
dairy industry by any imports of that—that the amount was insig-
nificant compared to what could be a troublesome area, and they
dec}ideld no quotas were necessary at all and the President went along
with that.

The Crairman. I would suggest that you give us a supplementary
statement documenting that and we will invite the other side to
submit one also. We usually get to the bottoin of these things and
find out precisely who is right and who is wrong. If we take enougi

time at it and usually we do. Thank you very much.

Mr. TrRugMAN. Thank you.
(Pursuant to the above discussion the National Milk Producers

Federation submitted a supplemental statement which appears at
p. 124. The supplemental statement of Mr. Trugman, follows:)

SUPPLEMENTAL STATEMENT OF BErNARD A. TRUGMAN

This memorandum is in response to a request for a supplementary statement
documenting my position in regard to problems which have arisen in the past with

the administration of import quotas on dairy products.
First, 1 would like to address m to the problems which arose with regard

to imports of butterfat in certain forms.

As ] brought out in my testimony before your Committee on the 18th (Tran-
soript page 159), imports of butter have been for many years subject to an overall
quota of 707,000 pounds. As you know, butter contains about eighty percent
butterfat. Likewise, imports of butteroil (about 99 percent butterfat) and imports
of butterfat-sugar mixtures (containing over 45 percent butierfat) have for many

ears been subjected to quotas, the former item having an overall quota of

,200,000 pounds and the latter a sero quota.
When the scarcity of milk in the domestic market in 1966 caused domestic
rices to rise, imports of butterfat mixtures were again attracted to the United
tes. These mixtu of course, had a butterfat content not over 45 percent.
on the advioe of the Tariff Commhart:n ren-

As you know, the dent, actin
dered in June of this year ('ll.C. Pub. 311), issued Presidential Proclamation 3790
which limits importe of these mixtures containing over 5.8 percent but not over

43 percent butterfat. It is not commercially feasible to import such mixtures con-
taining 5.5 percent butterfat or less,
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Thus it is apparent at this writing that the Administration has acted to effec-
:,ii:ie]y px:id s;:batantially limit the imports of butterfat so as to protect the domestioc

ry industry.

Second, insofar as imports of Colby cheese are concerned, the Tariff Commis-
sion stated that Colby, together with washed curd, granular, and cheddar is used

rimarily to produce pasteurized process American cheese and that under regu-

tions of the Food and Drug Administration, only these four cheeses are eligible
to be used. (T.C. Pub. 211, page 15.)

When this statement is taken in conjunction with the quotas imposed on these
products by para, ;fh' (4) and (5) of ll”reaident.utl Proclamation 3790, it is evident
that there is little if any room for evasion of those quotas under present cir-
cumstanoes.

As to the Italian-type cheeses, not in original loaves, the Tariff Commission
stated that such imports were insignificant when their milk eguivalent was com-

ared to domestic milk production. Thus the Commisgsion did not find that any
Exjury was resulting or was practicall{ certain to result to domestio price support
programs because of importation of these cheeses. (T.C. Pub. 211 pvt;ﬁes y 19.)

From the above, it is apparent that Secretary of Agriculture Freeman
indeed had basis for stating before the Senate Finance Committee, . . . that the
situation can be kept under control, using the legislation which we now have, and
that the recent Section 22 action has demonstrated this.”

We would be pleased to furnish additional information on request.

. (Following are communications received by the committee express-
ing an interest in the preceding subject:)

STATEMENT OF SENATOR JOHN STENNIS

As one of the co-sponsors of the Dairy Imports Act of 1967, S. 612, I am grateful
to the Committee ?or this opportunity to express my utmost support for this
legislation. I cannot emphasize too strongly how important this bill is to many
small farmers and dairy processors in my own State of Mississippi.

Although Mississippi 18 not a leading dairy state nationally, it is one of the
leading Southern States in dairy production. In total milk production, Mississippi
ranks 26th in relation to other States and produces only about one percent of the
nation’s milk supply. However, the sale of milk consistently makes up about
seven percent of M ississigpi’s cash receipts from farm marketings. Mississippi dairy
farmers produce more than a billion pounds of milk annually and nearly ninet
percent of this is marketed. In 1965, the total cash receipts from the sale of mil
and cream amounted to $50,000,000. The sale of milk ranks 5th as a source of cash
farm income in Mississippi. . o

Thus, dairy farming is a small but vital part of our economy in Mnssxsslﬁpi.
It is also the foundation and support of another highly important industry. There
are thirty fluid milk processing plants throughout Mississippi and numbers of
manufacturing pllvgnts engaged in making cheese, ice cream, dry milk and other
dairy products. These enterprises all depend to a large extent on a ready and con-
stant supply of milk from Mississippi dairy farmers. Similar industries in sur-
rounding States are e%ually dependent on ““i“ﬂf milk producres. In 1965,
Mississippi exported 60,000,000 pounds of milk to Alabama, 100,000,000 pounds
to Tennessee, and 144,000,000 pounds to Louisiana.

Although Mississippi has been able to hold its own in the production, processing,
and manufacture of milk and milk Xtoducta. thro the adoption of modern

* methods and equipment, the dairy in has act suffered a drastic decline
in the past ten years. From 1956 to 1965 the number of milk cows decreased from
581, head to 303,000. The number of farms with milk cows dropped from
more than 122,000 in 1954 to less than 38,000 in 1964. The number of prooessing
plante fell by fortyfive percent between 1956 and 1965. The number of manufao-
turing plants was cut in half during the same period. . .

If this trend is permitted to continue, the dairy industry in Mississippi will be
completely wiped out in less than a decade. There is a limit to the handicaps and
diasgvant.ageo that can be overcome by harder work and better methods. The
dairy farmer has stru to keep his head above the flood of foreign dairy im-
ports that have po into the country in recent years and he has done an out-
standing job in cutting costs, increasing production ant{agenemlly remaining
competitive. But he is now on the verge of going under and taking the whole dairy
industry down with him unless Congress comes to his aid.
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This decline in the duiry industry in .\lississip})i corresponds almost exactly
with the increasing evasion by forcign producers of the import quotus imposed in
1953 under section 22 of the Agriculturul Adjustment Act. T?wse uotas have
been avoided by foreign shippers from the very beginning and efforts to
strengthen them have failed. It is clear that they are totally inefTective in control-
ling imports und more realistic measures are urgently necded if the dairy industry
is to be saved,

It is uscless to try to stabilize ngricultnre through regulation at home if foreign
producers ure going to be allowed to flood our markets at will, Unless we also
control the flow of agricultural products into this country, we are merely putting
our own farmers at the mercy of fluctuations in production in foreign countries.
Qur furm program will, in effect, be controlled from abroad rather than at home.
In the long-run this is going to hurt not only the dairy farmer but also all those
employed in the duiry industry and related businesses and the consumer as well,
If we allow the dairy farmer to be driven out by unfair competition from foreign
surpluses, then the processing plants and the manufacturing plants are going to
be closed down and their employees thrown out of work. There will be a shortuge
of fluid milk because this cannot be shipped several thousand miles without
spoiling. The price of dairy products, such us checse and butter, will gradually
increase as we become more dependent on foreign suppliers.

The bencfits of the Dairy Import Act, thercefore, will reach far bevond the
duiry farmers who are hurting right now. It is really in the best intcrest of all con-
cerned and should be speedily enacted to J)revent further injury to the dairy
industry, save the many jobs at stuke, and protect the consumer from higher

prices in the future.

STaTENMENT oF HoN. LEN B. Jorpan, A U.S. SENATOR FrOM THE STATE OF IDAHO

Mr. Chairman, a8 & cosponsor of 8. 812, the Dairy Import Act of 1967, I appre-
ciate the opportunity to express my views concerning this vital area of legislation.

I wish to suggest that if unchecked importas are allowed to continue to flow into
the United States, the dairy farm industry will be severely weakened, if not
permanently damaged.

The munber of dairy farms in the nation has declined from 2,400,000 in 1940
50,000 today. At this rate, there very well may be no dairy farms by 1980 unless
steps are taken to protect this industry and provide its members with the promise
of a satisfactory income and not the threat of gradual extinetion.

The dairv import act of 1967 allows for quotas which are based on average
imports of butterfut and non-milk sclids during 1961 to 1965. It also states
that, as our marke!s expand, importers will receive a proportionate increase in
their quotas,

This bill will certainly not prevent foreign countries from shipping dairy
products to this country, but it will protect a fair share of the market for the

American dairy farmer.

STATEMENT OoF His EXCBLLENCY, THE AMBASSADOR OF THE ARGENTINE REpPUB-
Lic, MR. ALVARO ALSOGARAY

Mr. Chairman, (1) The Argentine Government as well as the different sectors
of the industrial and commercial production of cheese and products of
Argentina are great‘liy concerned by the bills presented in the United States
Con, that would further increase the restriction on the imports of these
products in the United States.

(2) Due to the eventual restrictive nature that the tﬁwm measures might
have in this matter, concerning the ﬂf:d"c“ of Argentine origin and due to the
certain injury that tlgelee(fialntive bills would cause if approved, the Argentine
Government has expr its deep conocern in many and recent occasions.

(3) The Argentine Government finds it is necessary, to insist once more that
the imposition of restrictive measures on the imports of dairy products of Argen-
tina to the United States is not justified (taking into account the experience of
many years), and further more they contradict ideals adopted in international
and speciﬂcaily Latinamerican forums.

(4) It is necessary to categorically point out that the imports of Argentine
origin do not represent, due to its amount and characteristic, neither an inter-
ference nor a distortion, of the commercial market.
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(5) Argentine exports to the United States Italian type cheese (from cow’s
milk), in original loaves, in accordance with the quota zR;stem established in 1953,
being the actual amount for Argentina 5.919.000 pounds.

(6) Argentina exported in calendar year 1964, 3.630.000 pounds; in 1963,
3.098.000 pounds and in 1966, 4.045.000 pounds, being accordingly the percentage
of utilisation of the quota below the 80%. This low percentage ie partially the
result of a system of licenses to importers. In this respect Argentina has expressed
her nef)ative points of view, but even this system could eventually be improved.

(7) During the last two decades it has not been recorded any siseable increase
in the imports of Argentine cheese, and it is evident that this type of cheese has
not caused any distortion or interference with the local market or with the price
lupﬁ)ort programs of the U.S. Department of Agriculture, as it has been the case
with other dairy Ftoduc ex vely imported from other sources.

(8) Moreover it must be pointed out that the Argentine quota was established
in 1953 and that in the last six years the U.S. population has increased in almoet
‘21:)%000 inhabitants, and the per capita consumption of cheese has increased

9) gl‘he growth in the U.S. production of Italian type cheese further proves
that that imports are not interfering with the domestic industry; in 1957 the
U.S. production of this type of cheese was of 111,620,000 pounds, and in 1966 has
;x;c;gaaed to 270,030,000 pounds, an increase of 1429, recording a steady growth

0 Yyear.
(1.0? &“ 1966 the U.8. manufacturers produced more than 30 times as much
talian type cheese as was imported into the U.8., and it is evident that the
small percentage of imported cheese have offered no great competitive problems
neither displace domestically produced Italian type cheese in the market, nor

forcing down prices.
it must be mentioned that the equivalent in milk of the total

(11) Relatively

production of all &au'y products supplied to the United States in 1966—Ilocal and
imported—was 128,800,000 pounds, which compared to the amount of 40,045,000
represents an insignificant fraction and can therefore, neither influence price
supfort rograms nor the domestic market.

(12) The non-quota Italian type cheese, mainly grated, sent to the United
States from Argentina, amounts very little. The figures for the last three years,
are respectively, 126,000; 39,000 and 391,000 pounds, which is also a low fer-
centage, not only compared to the total of dairy products imported to the United
States, but also to the total local production.

(13) It is possible that uader exceptionully favorable natural and commercial
couditions, a8 during the fiscal year 1966-67, the dairy products imported from
Argentina could reach the amount of the quota. However, that would be unusual,
for the growth of the total Argentine production from 1952-1966 has been, for
the Italian type cheese, 159, that is to say, an average of 10, each year.

(14) According to what has been stated, it is obvious, that neither in the pre-
vious experience, nor in the reasonable prevision of the production and exporta-
tion of the Italian type cheese to the United States, there is a reason to consider
them dangerous to the local production, market or programs, and then any
resftrictive measure adopted in that respect would appear as groundless and
unfair,

(15) In short, the Argentine Government believes that if the Argentine quota
is not to be increased in proportion with the increase in the population and cheese
consumption as it has teen pointed out earlier, the volume of the current guota
should at least be maintained.

(16) It is the hope of the Argentine Government that the principles set forth
herein are shared by the United States and trusts these principles will be taken
into account when the measures are adopted and furthermore, that these measures
will not harm the cheese trade which is mutually advantageous for both countrics.

Brizr or THR Dairy ProoucTs IMPORTERS GROUP OF THE ITALY-AMERICA
Caampxr or Coumercs, INc.,, SusMITTED BY BaRNES, RicHARDSON & Col~
BURN, Nzw York, N.Y., Bxrors TeB CoumiTTER ON FINaANCE, U.8. SENATE

SUMMARY OF ARGUMENT

The proposed “Dairy Import Act of 1967” (S. 612), by grouping together eg;

ucts and restricting their importation to the av

dairy pr e quantity
butterlzt or nonfat milk solids annually imported into the Un?::g States during
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the period 1961-1965, would place unwarranted limitations on the importation
of Pecorino cheese and Italian-type cheeses made from cow’s milk.

Since sheep’s milk cheese is not produced in the United States, Pecorino cheese
from Italy does not compete with any American-made product and any quota
restriction on its importation would be completely unjustified.

Imports of Romano, Reggiano, Parmesano, Provoloni and Provolette cheeses,
which are already subject to quota under section 22 of the Agricultural Adjust-
ment Act, are infinitesimal in quantity in comparison with U.S. production.
Since they pose no threat to continued increases in U.8. production, further
Hmitation of their importation is unnecessary.

The Dairy Products Importers Group of the Italy-America Chamber of Com-
merce, Inc. of New York, New York, submits the following brief pursuant to
leave granted by the Chairman in an announcement dated September 29, 1967,
The Italy-America Chamber of Commerce is a national organization of American
businessmen engaged in trade and other economic dealings with Italy. The Dairy
Products Importers Group of the Chamber includes numerous U.S. corporations
and business firms engaged in the importation of Italian cheeses for in the
United States.

This brief is submitted in opposition to the proposed ‘“Dairy Import Act of
1867" (8. 612). The cheeses in which we are particularly concerned fall into two
categories: Pecorino cheese, which is made from sheep’s milk and provided for
under jtem 117.67 of the Tariff Schedules of the United States, and Italian specialty
cheeses made from cow’s milk, such as Romano, Reggiano, Parmesano, Provoloni
and Provolette, which are provided for under item 117.55 of the Tariff Schedules.
They represent the types of cheeses which historically have been imported into
the United States. The Dairy Import Act of 1967 would prohibit the importation
of any dairy product which would cause the total imports in any calendar year of
butterfat and nonfat milk solids to exceed the average annual quantities of such
products imported during the five calendar years 1961-1965. The term “dairy
Kroducts" is defined in the bill as including all forms of milk and dairy products,

utterfat, nonfat milk solids and any other combination or mixture thereof,
including any article, compound, or mixture containing 5% or more of butterfat,
or nonfat milk solids, or any combination of the two.

Our oppusition to the bill stems from the grouping of all dairy products tg?ether
and restricting their importation on the basis of the average quantit such

roducts annuall im;l)lorted into the United States during the period 1961-1965.
t will be hereinafter shown that neither Pecorino nor the Italian specialty cheeses
made from cow’s milk have had a detrimental eflect upon the U.S. dairy industry,
are not being imported under such conditions and in suci quantities as to render
ineffective, or materially interfere with, the price-support programs of the Fcderal
Government, and that any further restriction on their importation is unnecessary

and unjustifiable.
i 1. Pecorino

Pecorino cheese is a distinct product which accounts for over two-thirds of all
gﬂ)om of cheese products from Italy. Its unique fundamental inmd:ent, sheep’s

ilk, sets it apart from all other cheeses. Imports of Pecorino ¢ from Ital,y
do not compete with any comtﬁzrable American dairy product, since she‘?l
milk cheese is not produced in United States. It is & premium cheese which
sells at prices substantially higher than cow’s milk cheeses to those who recognize
and are willing to pay for the subtle, more expensive flavors and consistency
produced in Italy. It is because of its unique character and fundamental ingredient
that Pecorino cheese has not been subject to quota restrictions under section 23
of the Agricultural Adjustment Act.

Statistics published by the United States Depar.ment of Commerce ! reveal
that imports of Pecorino cheese from Italy over the 1961-1966 have
fluctuated between 12,000,000 and lG,SO0,0%%gounds, with an average of approxi-
mately 14,400,000 pounds per year. In 1 imports from Italy to only
12,052,704 pounds, a drop of almost 1,000,000 pounds from t. uantity of
imports in 1965. During the same l{:;:riod of time, as found by the United States
Tarif Commission in its recent rt to the President on. Dairy Products?
the U.8. production of Italian-type cheeses (cow’s milk) has fluorished, increasing
from 60,088,000 pounds in 1961 to 81,000,000 pounds in 19686.

10.8. ment of Commercs, Schedule A, 11765 and 11767.
2 United States Tarift Commission Bm the President on Investigation No. 22-26 Under Section 22
of the Agricultural Adjustment Act, as od, June 1967,
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The facts are indisputable. Imports of Pecorino cheese cannot be said to have
had a detrimental effect ugon nor in any manner impeded the growth of the dairy
industry in the United States. Therefore, any restriction on the quantity of
imports of such cheese is clearly unnecessary.

II. Romano, Reggiano, Parmesano, Provoloni and Provolette

Since 1953, imports of Italian Romano, Reggiano, Parmesano, Provolexi and
Provolette cheeses, which are produced from cow’s milk, have been subject to an
annual absolute quota under section 22 of the Agricultural Adjustment Act. The
initial quota was 9,200,100 pounds which was increased in 1969 to 11,500,100
It is significant, however, that total imports of these cheeses during 1966 were
far below the quota limit. Department of Commerce? statistics reveal that only
8,227,983 pounds were imported last year, with only 3,762,883 pounds attribut-
able to Italy. Like Pecorino, Italian-type cheeses made from cow’s milk are
traditional specialty products which are higher in price than their American-
produced countexgmrts. Moreover, they cannot be commingled or processed with

ican-made cheese to reduce costs or infringe upon domestic milk consumption .

Imports of the Italian-type cheeses in question are infinitesimal when compared
with the increasing United States production of such cheeses which, as reported
by the Tariff Commission, reached 81,000,000 pounds in 1966. The Tariff Com-
mission, after extensive hearings and review of the dairy products industry, con-
cluded and reported to the President that Italian-type cheeses made from cow'’s
milk were not being imported under such conditions and in such quantities as to
render, or tend to render, ineffective, or materially interfere with the price-support

rograms of the Department of Agriculture for milk and butterfat products.
learly, imports of such cheeses pose no threat to the domestic dairy industry,
and further restriction on their importation would not in any way alleviate the

present problems in that industry.
CONCLUSION

Imposition of across-the-board restrictions on all imported dairy products is
neither necessary nor justified for the protection of the dairy industry in the
United States. Imports of Pecorino cheese and Italian-type cheeses made from
cow’s milk are not competitive with American-made cheese, and have not impeded
the growth of the dairy industry in the United States. Therefore, the Committee
is urged to revise the proposed legislation (8. 612) so that no further restriction
on the importation of these products is imposed.

RoquerorT AssociaTioN, INc,,
New York, N.Y.

Tom Vair Esq.,
Chief Counsel, Senate Commitlee on Finance,
New Senate Office Building, Washington, D.C.

Dxar Mg. VaiL: My organisation is vitally interested in the matter of imports
of Roquefort cheese. We believe that Roquefort does not compete with any
:ll;ie.ese pgodéxced in the U.S.A. and that any quotas established should not include

product.

8. 612 directly concerned quotas on cheese and I submitted a statement to,
and testified before, the Senate Committee on Agriculture and Forestry last Spring
with regard to that Bill.

It is my understanding that the hearings of the Senate Finance Committee are
much wider in scope than merely cheeses or even dairy products. I would very
much like my views to before the Senate Committee on Finance before an

roposed bill is prepared in final form by your Committee. On the other hand,

mm to me that if I were to submit a brief at this time concerning one very

segment of the problem now under consideration by your Committee, it
would not be helpful to the present deliberations.

If there will be an opportunity for those interested in individual items such as
Roquefort cheese in particular, and French cheeses in general, to make their
thoughts known to the Committee at a later date, should the Committee decide

United States Department of Commerce, Schedule A, 11758 20/40/60/80.
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to draft a bill on the subject, then I believe it would be more useful for me to
await that partioular time. If, on the other hand, there will be no such future
opportunity, then, of course, I would want my views submitted to the Committee
now.

I would greatly appreciate your comments and advice.

Vi truly yo
i y yours, Frank O. FrepBRICKS,
President

.

STATEMENT OF AMERICAN PRODUCERS OF ITALIAN-T'YPE CnEXsES ASSOCIATION
AND UNiversaL Foobs Corr., STELLA CHEESE DIvisioN, MiLwAUKES, Wis.,
SusMITTED BY DoNaLd M. domlmn, Counssn

T(l;le domestic producers :ff gﬂrtalmn ot; chei:se aux;e %nimtedd t:&.,noer& M&bout
rapidly increasing imports products into the y
Italian-type oheeses &at are co, in outside existing quotas.
24'I‘lm Amoan muoeri:ol id ia Cheeses Auoc:t.ion is oom . of
mem specialising producing Italian varieties cheess, p
Provolone, Romano and Parmesan. These of oourse, all cow’s milk «ﬁ'g
It must be emphasised that the members of our association acocount for prao-
gi::lly the total production of Provolone, Romano and Parmeean in the United
tes.

The Italian-type cheese industry purchases over 2 billion pounds of fresh farm
milk annually from over 6,000 farmers and oﬂloya mpmxim&td 2,600 persons.
What happens as a result of these hearings affects s,mdtgoaopoopuand
the thousands of others that depend upon them.

The Stella Cheese Division of Universal Foods Corporation is one of the largest
of the domestic producers of this type of cheese operating seven Italian-{
and blue-mold cheese manufacturing plants at sueh places as Amery, Case
Clayton, Lancaster, Cumber Baronett, Glenwood City and Campbellsport,
Wisconsin; Baltie, Miohigan; and Peru, In

Certain Italian-type cheeses are presently covered by a quota provision estab-
lished under Section 22 of the cultural Adjustment Act in Item 950.10 of the
Tariff 8chedules of the United States for “I type cheeses, made from cows'
milk, in original loaves.” These quotas were established to prevent interference
with the price support programs of the Department of culture and disrup-
tion of the American dairy industry by excessive imports. However, from the out-
set, a serious loophole has existed in the quota provisions. By merely cutting the
original loaves of cheese or grating them, the cheese is changed to a state no longer
“in original loaves’’ and thus th:eguota provision is avoi Customs officials
have held that cut loaves and grated cheese are not in orginial loaves.

In this way, rapidly increasing quantities of Italian-type cheese are coming into
the United States outside the quota. The quota was originally set up to prevent
material interference with the price support programs of the ent of
Agriculture. The Department has %om regulations providing an orderly
method of regulating these cheese imports under quota through the issuance of
import licenses. These purposes have been subv by increasing im making
use of the ‘‘not in o loaves’’ loophole. There is no reason why theee cut
Italian-type cheeses should not be incﬁxded under the quota provision. Merely
cutting or 3nting the cheese does not change its character or identity. Theloophole
should be closed to prevent interference with U.8.D.A. price support programs and
to enable orderly inistration of the import license m&m

We recently asked the Tariff Commission to close this loophole by recommend-
ini to the President that the quota classification under Item 950.10 of the Tariff
Schedules of the U.8. be changed to include named Italian-type cheeses, whether
in original loaves or not. Unfortunately, the Tariff Commission recommended no
zls)ction g o((:ilose this blatant and obvious loophole in their June, 1967 Report on

airy uocts.

But even if this looghole were closed, that is not enough. We are confident that
the importers will find another loophole. They always have in .mast.

Further, even if the ‘“not in original loaves” loophole is cl , it should be
noted that the quota only covers certain hard Italian-type cows’ milk checeses,
namely; Romano made from cows’ milk, Reggiano, Parmesano, Provoloni,
Provolette, and Sbrinz. Other Italian-type cheeses made from sheeps’ milk
(Pecorino) and goats’ milk are not included. Mozsarella and other specialty-type
Italian cheeses are being used in greatly increasing quantities but they are nof

covered by the quota either.
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Therefore, we nced legislative relief to cover all types of Ttaliun-type cheeses—
those under the quota and those not, We support legislation, such us the Duiry
Import Act of 1967, to create legislutive limitations on the imports of dairy
products based on the 1961-65 average.

Wae also support “The Orderly Trade Act of 1967"” which, we understand, will
be known as the Dirksen-Long Bill. We feel that the setting up of definitive, ob-
jeotive criteria in the bill for relief is extremely valuable. The sad experience with
the adjustment assistance provisions of the Trade Expansion Act of 1962—no
relief in eighteen cases—indicates the need for more tightly drawn criteria. The
four criteria that we understand will be in the bill, under any of which a domestio
industry can qualify for import quotas, cover the situations where domestio

industry has been harmed.
We feel that foreign imgorto have caused market disruption, unemployment

and under-employment and economic waste of capital investment in productive
facilities in our industry.

We are concerned that the proposed Dirksen-Long Bill not contain any loop-
holes whereby the President would be allowed to operate outside of the arithmetic
of the quots formulas in the bill. We understand that the bill contains one provi-
sion that does allow the President to do this. This provision would empower the
President to negotiate quotas with foreign supplien on more liberal terms—if the
terms are still such as to carry out the act’s ‘‘pt "’ and avoid market disrup-
tion. We are confident that such a provision be drafted such that it will not
allow the President to vitiate the intent of the bill through “freewheeling’’ ne-

gotiations.

We are concerned, however, that any legislation adopted make adequate pro-
visions for limitations on imports of all 1talian-type cheeses. We would not want to
see, for example, any ‘‘trading off’”’ where Italian-type cheese quatos are raised and
the quotas on other products are oorrespondingly reduced. Quotas set for

products under import legislation should be set by product—such as
I type cheeses and not lumped together under a gen cag‘%gory. In this
way, fair consideration can be given to each type of dairy product. We are hopeful
that any dairy import legislation adopted clearly establish specific quotas for
Italian-type cheeses—without to shape and form and without regard to
type of milk used to manufacture the cheese. After all, a pound of foreign cheese,
regardless of shape or form} will still reﬁl‘:oe a pound of domestio cheese and thus
harm the American dairy farmer and ocustomer, the American cheese manu-

facturer. '
IMPACT OF DAIRY IMPORTS ON PRICE SUPPORT PROGRAM AND DOMESTIC INDUSTRY

There is no question that the loophole imports of Italian-type checse and dairy
imports generally have increased tremendously in the last year. There is also no
question that these imports have materially interfered with the dairy price support

roénms of the Department of Agriculture. The Commodity it Corporation
CCC) has vastly increased its purchases of butter, cheddar cheese and non-fat
milk under the Sprioe support program.

n 1985, the U.S. imported the equivalent of 900 million pounds of milk—
mostly in the form of cheese. In 1966, these imports increased 300%-—to the equiv-
alent of 2.7 billion Eounds of milk—enough additional milk to put the domestio
dairy industry back into a surplus situation again. Further, the latest statistics
for 1967 indicate an increasing trend of cheese imports and the consequent rise
in £rioe support payments by CCC. In fact, the figures for the first of 1967
indicate that imports are coming in at a rate of 4.3 billion pounds of milk—
equivalent on an annual basis.

In the case of Italian-type cheeses, an import quota has been in effect as pre-
viously discussed for Italian-type cheeses made from cows’ milk, in original loaves,
under Section 22 of the Agricultural Adjustment Act.

In 1965, non-quota imports of Italian cows’ milk cheeses, such as Parmesan,
Romano{nf’rovolone, Provolette, ete., amounted to 95,000 pounds. In 1966, these
imports increased to 424,000 pounds. This is an increase of approximately 346%,
over 1965 imports with greater increases indicated for 1967.

These foreign cheese imports have had an extremel rise in the past
several months. This has resulted in the following apecific results:

(1) The price support program of USDA has been directly interfered with
in that the markeafrice of milk has been severely reduced by the dislocation
of purchases of milk by domestic cheese makers.
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(2) The Brice support prc‘)’gmm of USDA has been directly interfered with
in that CCC has been forced to greatly increase its purchases of milk, cheese
and non-fut dry milk as a direct result of increases in foreign imports of
cheese. There is a direct correlation between the rise in foreign imports and
the increased purchases of USDA under the price support pro .

(3) Low-priced imports of Italian-type cheese from Argentina and Aus-
tralia that were grated to avoid the quota covering Italian-t cheeses in
original loaves have disrupted the domestic Italian-t cheese market.
These imports are being sold delivered ex-dock in the U.S. and after duties-
have been paid, at prices below, and we repeat ‘‘below”, U.S. cheese manu-
facturing coets,

In 1960, the Tariff Commission recommended over a two million pound increase
in the Ita[ian-type cheese quota based on the majority opinion at that time that
increased imports would stimulate consumer interest in dairy products, that there
would be little impact on USDA prioe support programs and that Italian-type
cheeses are at most only indirectly comgetitive with domestically produced
Italian-type cheeses and do not displace them. At that time, imported brands
generally sold at a premium over domestic brands.

This is no longer the case. Great.ll);i increased ex-quota imports from tina
of grated Italian-type cheese have hit the U.S. market at prices as much as 20
cents below U.S. ;ﬁo‘u and the availability of this cheese appears to be rapidly
increasing. The devaluation of the Argentine is partly responsible. In any
event, domestio producers cannot compete with this foreign cheese because they
must pay at least the price support figure for manufacturing milk. This figure
(currently $4.00 per hundred weight) is vastly more than the comparable figure
in Argentina. Further, the low Argentine labor costs involved in grating the cheese
creates an additional price differential with respect to domestic cheese in view of
h.ish American labor costs. Thus, l'ay ting the cheese to avoid the quota, not
only do foreign cheese makers avoid the quota but they also attain an additional
price advantage. The result is an unfortunate one; the U.8. dairy price support
pro is tending to price U.8. cheese and cheese makers out of the market. It
would ap that this is certainly not the intention of the Department of Agri-
culture. But, the vise closese—either domestic Italian-type cheese makers must
meet the lower prices set in the market place by the foreign cheese imports or
else they must go out of business. In fact, in the last three months, two substan-
tial manufacturers of Italian-type cheese have gone out of business.

American cheese makers are closely supervised by the Food and Drug Adminis-
tration and by local and state cies which set high standards of sanitation,
labeling and manufacture. We take pride in the maintenance of these standards
but here again, the effect is to increase the competitive disadvantage of domestic
K‘roducm with respect to low-priced imports. There are no comparable sanitation,

beling, etc., standards in Argentina or anywhere else—foreign cheese imports
nrehmtedb Food and ononliaundombuhstporuotontryintotho
Ut'x?.h wmtor u;l:ofn hiu in ufeed the gorﬁgn“D Inspection Ag& or“m‘w
whic req oreign dairy farms and plants produc ucts for
fm tion to the United States to meet sanitary standal.r‘z med by the
U.S. Government. We strongly support this bill and hope it will be enacted by

Co
These loophole imports of Italian-type cheese not only interfere with the price
support m&m of the Department of Agriculture but they cause a loss of revenue
to the ican dairy farmer. Generally, our company has paid the farmer a
higher price for his than he would receive from a cheddar cheese maker who
resells to the CCC. Therefore, the ent of the domestic Italian-type cheeso
industry will not only thrust an added burden on the CCC through increased
purchases of cheddar cheese to offset the slack created by our demise, but it will
cut the already too low earnings of the dairy farmer. The farmer deals with a
perishable commodity and must find a market for his uct quickly if the fluid
milk handler doesn’t want it. He turns to the domestic cheesemaker that is geo-
fraphiul{r close to him. For every pound of foreign imported cheese that comes
nto the U.8., there is one less pound of cheese that will be produced domestically.
Thus the farmer trying to sell his surplus milk to the ltaghn-‘ type cheesemaker
finds no market there—and turns to the cheddar cheesemaker from whom he
receives approximately $4.00 per hundredweight of milk produced. The price he
would have gotten from an Italian-type cheesemaker currently is $4.38 per hundred-
weight which is more than ho would get from the cheddar cheesemaker.
his helps to account for the unfortunate fact that the American dairy farmer
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receives an average wage for his labor that is less than the minimum wage set by
Congress. In Wisconasin, for example, many dairy farmers in 1965 averaged less
than 50 cents an hour for their labor. This is absurd. Further, in 1865 and 1

the decline in the number of dairy farms increased nharpl{ and the number
dairy cows sent to nlab:,;hter nearly doubled. Thus the need for dairy import legis-
lation is obvious to S all segments of the American economy.

In this situation involving d:‘ﬂ imports is allowed to continue without action
by our government, everyone lose. The Italhn—t}mrcheeoemaker goes out of
business, the farmer loses badly needed inocome the 'Y support programs are
interfered with, and the taxpayer must pay more for the 'y price support

programs.

g our industry is forced out to business by low-priced imports, thousands of
persons will be deprived of their livelihood. It should be understood that most
cheese factories are operated in rural areas where non-farm employment oppor-
tunities are very limited. Thus, the effect of loss of these jobs will have a much
i‘ruter impact than would a comparable loss of jobs in & metropolitan area.

here appears to be no intelligent reason why foreign dairy imports should be
allowed to cause this level of economic injury to domestic cheessmakers and dairy

farmers.

We urge the Committee to consider all of these factors carefully and take action
to restriot the imports of dairy products to a reasonable level. If dairy imports
were controlled by quotas on & produot-by-product basis, the farmer oould
take his milk to market without fear of injury because of a reduced prioe brought

:Zomaht oould market his goduct

on by excessive dairy imports, the domestio
at & modest profit, and the publio would not be threatened with an uate

supply of domestically produced milk and dairy products.

STATEMENT ON BrHALF oF CuEksx IMPORTERS ASSOCIATION oF AMERICA, INC.,
BY MARTIN A. FroMeR, COUNBEL

SUMMARY SHEET

Re: Committee on Finance Hearing on Import Quots Legislation.
Subjeot: Cheese Imports. “

.

Summary:
Imports of dairy products are presently subject to restriction under Section 22
of the Agricultural Adjustment Act and no additional legislation or restrictions
are warranted or neoessary.
U.8. milk production is in a downtrend.
Cheese imports represent a very minute part of the U.S. dairy industry.
Additional restrictive import l(aislation would have a seriously adverse affect
on international trade—of a total U.8. favorable trade balance of 3.8 billion doliars
in 1966, the agricultural trade balance accounted for 2.4 billion dollars, or two~

thirds of the favorable margin.
Imports of foreign types of cheese have stimulated U.S. production of similar

types, such as blue cheese, swiss cheese, Italian cheese, etc.
STATEMENY

As indicated by the Committee in the press release announcing that the Com-
mittee will hold days of public hearing, there have been introduced into both
Houses of Congress & substantial number of bills which would restrict the impor~
tation of various commodities. Prominent among these commodities is dairy prod-
ucts. As the Committee well knows, Section 22 of the Agricultural Adjustment
Act provides for restricting imports of dairy producers when imports are in such
quantities and under such conditions as to render or tend to render ineffective, or
materially interfere with, the price-support program of the United States Depart-
ment of Xgriculturo. For the past fourteen years, import restrictions have been in
effect under regulations adopted pursuant to Section 23 of the Agricultural Adjust-
ment Act with respect to the principal cheeses imported into the United States,
namely, Italian type cow’s milk cheese, edam anmuda cheese, cheddar cheese,
and blue-mold cheese, and with respect to other y products including butter,
dried whole milk and dried skim milk, milk powder, dried cream, and drie

buttermilk.

~
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Hearings were held before the Tariff Commission in May of this year pursuant
to Section 22 of the Agricultural Adjustment Act, as a result of which import
restrictions have been imposed, effective July 1, 1967, on American type cheese,
including colby and other specifically named cheeses of this type, and on butter-
fat-sugar mixtures containing 5.5% or more of butterfat. There is atill pending,
however, before the Senate, 8. 615, a bill to regulate imports of milk and dair
products, which bill would place across-the-board restrictions on all dairy pro
uots and cheeses of every variety including those which are not manufactured in
the United States and which have historically been imported from abroad.

It is submitted that the existing legisiation, namely, Scction 22 of the Agricul-
tural Adjustment Act, provides the best method of dealing with imports of prod-
ucts such as dairy products which are subject to a prim:gport program. The
effectiveness of the additional import restrictions imposed effective July 1, 1967
to meet the complaint of the domestic dairy industry is demonstrated by the statis-
tics of imports published by the Department of iculture in its publication
“Dairy Situation’ of September 1967, a copy of which is submitted herewith.
It will be noted from this tabulation that the amount of quota type cheese importa
in July 1967 amounted to 21% of imports of the same types of cheess during Jul;
1966, and that the milk equivalent of imports of all dairy produots in July 196
amounted to only 18%, of the total dairy products imports in July 1966.

DAIRY PRODUCTS: U.S. IMPORTS, QUOTA AND NONQUOTA PRODUCTS, TOTAL 1968 AND JULY 196667 ¢

1967 cumuiative to
Calendar July 1966 July 1967 1967 as bl
(calendar 1966 im- (t‘or a3 per-
Product yoor)?  perts (thos- sand sand January to 1967 as
pounds) sand  pounds) pounds) of 1968 July (thow- & per-
pounds) sand cent of
pounds) 1966

3:‘:;"“ ' lw';. i 1..1:37.

¢ nciudes earier ontries of butterfst-sugar mixtures and Colby cheese not reported by Censes until July and quantities
'wu%ﬁu, “Other,” and Gammelost and Neokkelost. o

e N L I S S W e

The facts and fi with regard to imports of foreign t. cheeses, which
include roquefort c , Italian type cow’s milk and ahgegp’mﬂk cheeoe,wbl:e
cheese, edam and gouda cheese, s cheese, and a considerable number of other
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spocialty checscs, such as fontina checse, port du salut cheese, nockkelost cheese,
cte., over a poriod of thirty years, the lattor half of which have been in part under
import restriction, demonstrate that imports of forcign types of cheese have not
materially increased, and especially so when compared to the population increase,
The checse imm)rting industry is a small industry, amounting in its entirety to
less than two-thirds of a pound rer capita per year. .

Imports of forcign types of choese have sorved to satisfy consumer tastes for
forcign cheese and have holped stimulate and develop the domestie industry in
such varietics as domestically made Italian type cheese, blue mold cheese, edam
and gouda cheese, swiss cheese, and other chevses which have very substantially
increased in volume of production and consumption while imports have been
relatively stagnant. We submit a table of U.S. Cheese Production and Imports of
Checses by Types, 1936-1939 Average and Annual Imports 1949 throu{;go 1966
together with graphs pertaining to said statistics. Some very significant facts wi
be noted from these statistics which prove that imports have stimulated domestic
production while these historically imported cheeses have not themselves sub-
stantially increased and, in fact, in many instances, the volume of imports of
foreign types of cheesge have decreased. I draw gour attention, for example, to
Italian type cow’s milk choese. You will note that the annual average of U.S.
production, 1936-1939, just prior to World War I1I, was 15,463,000 Ibs. Since then,
the amount of production has increased 1800 %, to 270,030, 000 1bs. In the last
ten years alone, tho production of Italian type cow’s milk checse has more than
doubled. It will be noted from the atatistics of imports that imports are relatively
at the same level as they were just prior to and after World War II and that total
imports of 8 million pounds represent only about 3 % of domestic production and
is less than the amount that was imported in any of the last five years, with the
exception of 1965,

I draw your attention to production and imports of swiss cheese in the United
Btates, as set forth in the table submitted. You will not that domestic production
has more than tripled since jus‘txrrior to World War II, and that from 1957 to
the present, annual domestic production has gone up from 100 million pounds to
134 million pounds. Imports represent barely 10% of domestic production, and
even with the increase in 1966, the level of imports is only 509, more than that
imported thirty years ago as compared to the 300% increase in domestic produc-
tion. Examination of the statistics with regard to imports of blue mold cheese
indicate a steady and every increasing production of this forcign type of cheese,
the manufacture of which, as in the case of the other foreign types of cheese
referred to, was introduceci from abroad. Whereas in 1951 imports of blue mold
cheese were 5,048,000 lbs. compared to domestic production of 7,232,000 lbs.,
domestic production has tripled to 22,455,000 lbs. compared to imports of about
the same level as 1951. Although our table docs not show the statistics of edam
and gouda checse inasmuch as these statistics have not been scparately published
we are informed that domestic production of this foreign type checse has increase
and we trust to have available at the time of ntation of this statement soine
figures which the Department of Agriculture indicated to us will be available

by such time. :
yln addition to those foreifn types of cheese which have stimulated production
and consumption of cheese in the United States, we would like to point out that
a considerable volume of imported cheeses are not duplicated by any comparable
domestic cheese and that the volume even of these cheeses, which are not under
import restriction, has been decreusing rather than increasing in spite of the
increased per capita cheese consumption in the United States and the increased
population. I draw your attention to the statistics for pecorino checse. This is a
sheep’s milk cheese imported from Italy. You will note that from a high of 17,973,-
000 lbs. imported in 1962, which amount represented about 229, of total USs.
cheese imports during said year, imports of this variety of chvese dropped to
15,645,000 1bs. in 1966. Similaily, imports of roquefort cheese have fallen from a
high of 2,392,000 lbs. In 1962 to 1,860,000 lbs. in 1966. This is even less than
the amount that had been imported over thirty years ago. Thoe point which these
figures demonstrate is the fact that by and large, forcign types of cheese are
specialty chegses and their importation is limited by consumer tastes, and that
no import restrictions are actually nceded with respect to these checses. Never-
theless, some of the principal varictics are under import restriction.
Cheese importers are being made the scapegoat of what is essentially a domestic
vroblem in tﬁe dairy industry. Basically, the milk producers’ problem arises from
the fuct that prices they receive for their milk are claimed to be too low. The
rices of most of the milk protluced is set by the Sceretary of Agriculturein various
Ecdcml Milk Marketing Orders in effect throughout the country. These prices
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are claimed to be too low to give the farmer a proper return for his product.
ImForto of milkfat in the form of butterfat-sugar mixtures and colby cheese are
claimed to help prevent the price of dairy products in the market place from
rising above that reflected in the prices fixed by the Secretary of Agriculture.

The Secretary of Agriculture is in the unenviable position of trying to satisfy
the milk producer by fixing for him as high a price as possible for hg railk and
at the sa'ne time, satisfy the consumer by not raising the price of milk. On April
27, 1907, in respounse to the tremendous amount of agitation by producers, evi-
denced in part bK the drive for legislation to impose increased restrictions on
dairy products, the Secrotary of culture announced an increase of 20¢ per

hdwt. fn the price to be paid to producers of fluid ilk.
MILK PRODUCTION I8 IN A DOWNTREND

It is significant to note that although milk rroduction has been going down,
r capita has been inoreasing each year. Total milk produc-

cheese consumption })e
tion has gone down from 126 billion pounds in 1962 to 120 billion pounds in 1966.
The dairy situation last year was such that the President called for an investiga-

tion by the Tariff Commission to increase quotas for the importation of ched
cheese. In & press release at the time of last year's investigation, the Secretary of

Agriculture stated:

“The action to increase Cheddar cheese imports is being taken to help alleviate
an imbalance in manufacturing milk supplies which has developed as cheese and
butter manufacturers compete for existing supplies of manufacturing milk. Strong
demand for cheese is diverting milk from butter {;roduot!on. Many small cream-
eries face disaster from the cost-price squeese that results. The increase in butter
prices that results threatens to hurt the market for butter—an action which in
the long run will injure dairy farmers who produce mainly for butter production.”
(USDA Press Relcuse 984-66)

The imbalance in manufacturing milk supplies was sought to be alleviated by
increased cheese imports. Now it is claimed apparently that there has been an
overabundance of help to correct the imbalance in manufascturing milk supplies.

The imbalance, however, of decreasing milk production is still with us. The
Department of Agriculture, in support of the announcement of the increase in
the price to be paid to 7Px-oduoera for fluid milk, stated the following (Federal
Register of April 27, 1967):

“The effect of off-farm opportunities for employment would be felt most in
heavily industrialized stutes. In an area extending from the Atlantic seaboard
states through Ohio, Indiana, Michigan and Illinois, total milk production con-
tinucs this year under a year ago. While a number of states in other regious had
incrcases in recent months, the most wsignificant in quantity were the States of
Wisconsin, Minnesota and Iowa, representing agricultural areas of heaviest milk
milk production.

“Dairy economists in some Midwestern states pointed out that other farm
enterprises have been absorbing increasing proportions of land and other produc-
tion resources, thus diminishing the land and resources available for dairying.
This situation therefore limits the potential for a return to former levels of milk

uction in theso states where production has fallen off in recent years.

“National milk produoction in the first 3 months of 1967 continued at about
the same level (up about 0.3 percent) as a year ago following the decline in 1965
3.2 percent in 1966

and 1968. Milk production declined 2.2 percent in 1965 mzd8

from the year before.”
It is to be noted that this decline alone is mare than twice the amount of milk

equivalent in all dairy products imported into the United States in 1966.

The statement proceeds as follows:

“The potential for possible upturn in milk production is limited by the reduced
number of dairy cows now on farms. The number of milk cows on farms is cur-
rently at the lowest level in the past forty years. An immediate increase in pro-
duction can only come from greater production per cow at a rate hevond what
many consider likely. Foeding and management for maximum production will be
required to maintain present levels of production. Proponents assert that this
wl(h occur only if producers have confidence their returns will continue at levels
at least as high as in the past 12 months,

“The decline in the total milk cow population has been a definite trend since
1954 and has continued through 1966. The 6 percent decline in the January 1,
1966, total com d to January 1, 1965, was the largest year-to-year decline
since 1954. For a.nua&vml. 1967, the number of cows and heifers two years old or
over kept for milk declined further to 5 percent below a year earlier,

“Dairy heifers 1 to 2 years old declined in number 6 percent as of January 1,
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1967, compared to a year before. The reduced ratio of numbers of such heifers to
milk cows, 23.8 this year comnpared to 26.0 in 1960 and 1961 (and intermediate
ratios in followin years), indicates that lesser replacement stock is available.

“In terms of prod'uotion, the effect of lower cow numbers has in recent
months been offset by increased groduotion per cow. This recent increase in &ro-
duction per cow (about 5 percent over a year ago for the first 3 months of 1867)
has been at a more rapid rate than normal, and producer representatives state
that it is more than could be reasonably expected to continue. Thus, prospective
increases in production per cow cannot be relied upon to result in greater total
milk tproduction while cow numbers continue to decline at the same rate as in
recent years.

“Pro%eueer representatives state that current ample production in certain fluid
markets is due to price assurances given by previous Department actions, and
particularly favorable production conditions except in the Southwest region
where drought eonditions have affected pastures. Because of the increasing costs
and alternative opportunities for dairymex:l a higher level of milk prices was

held to be neoessary for an indefinite perio
uacy of milk supply in relation to total milk and dairy product

“Long term mde%e
consumption will be affected by the rate of population growth. During recent

years milk production has declined, while the po‘fulnt.xon is_increasing. The
effect of these two trends in opposite directions, if continued, would lead to
substantial reduction in milk available on a per capita basis to consumers.”

It would appear to be inconsistent, in the light of what the Secretary has
said, to impose additional import restrictions on dairy products and more par-
tieufuly on cheese. The Secretary states that ‘‘the decline in the total milk cow
mulation hag been a definite trend since 1954 and has continued through 1966’’.

is trend, as well as the downward trend of milk production, existed before the
claimed influx of dairy imports. This trend was definitely & factor in the rising

rice of domestic dairy products which caused the administration to make an
ediate increase in the cheddar quota and to recommend further increases in
this quota. Prices rose to a level not only above the support level, but substantially
above same, and attracted foreign imports. Since then, by reason of the increased
imports, prices have stabili themselves at & more realistic level and the
domestic industry, including both cheess and butter manufacturers, are able -

to secure milk supplies ient to meet their needs.

CHEESE IMPORTS REPRESENT BUT A VERY MINUTB PART OF THE U.S. DAIRY
INDUSTRY

As shown above, and by the tables of statistics, the amount of foreign cheese
consumed in the U.8. is minute. This is especially 80 in a country that produces
120,000,000,000 lbs. of milk and consumes over 2.7 billion pounds of cheese,
including cottage cheese. Imports of all cheeses in 1966 amounted to as little as
0.2 of an ounce of cheese per capita per week. The total amount of milk equivalent

in all imported cheese represents only a very minute percentage of the total U.S.

milk production. “

Based upon an fmportation of 135 million pounds of cheese in 1966, a sub-
stantial portion of which was made from y skimmed milk, it is estimated
that the milk equivalent required to manufacture said cheese is about one billion

unds. This com with a total U.8. milk production in 1966 of about 120
n pounds. The ratio of milk equivalent in imported cheese compared to
8. mﬁl‘:) production is less than nine-tenths of one percent (.9%).

The figure that in terms of milk equivalent, imports have increased from about
900 million pounds by 300% to 2.7 n pounds, loses sight of several important
facts. F that equivalent in the form of cheese represents only about
one-third of the total import and that domestic cheese production has increased
by a far greater amount than the increase of imports (see table of imports).
Second, that total U.S. milk production in 1966 was about three billion pounds
less than in 1965, and that total imports of all dairy products do not even make
up for this decrease in U.8. milk production. Although the figure 300% is lar

the actual amount of milk equivalent in imports does not even make up for the
ared to 1065. Third, the said

smaller amount of milk production in 1966 as con;r
total imports include products which have historically been imported into the
at least nine million pounds of milk equivalent. The

United States con
1966 reduction in mllE production follows a similar reduction of about
in order to

B s aaparohs that in 1966, ports wero spparentl

t is & orts were apparently necessary

help balngee the wm demand situation in the Uniteg States, and it was for
this reason that the dent proposed to increase’the quotas for cheddar cheese.

illio
U
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We note the following section from the report of Congressman Thomas B.
Curtis, Congressional Delegate for Trade Negotiations, submitted to the House

of Representatives on A 13, 1967;
‘“IMPORTS NOT THB PROBLEM

“But on the whole, and without the benefit of detailed study of this problem
the proposal that all dairy imports should without reference to further facts and
nrgzment be more strictly controlled lacks an element of good sense. A further
sobering factor is that for the t of cheese under quota, imports in 1966 were
actuall6 less than imports in 1951, the year the quotas were imposed. Since
1951, U.8. production of the same cheeses increased from 1.2 billion pounds
to 1.74 billion pounds. There has been no flexibility in the U.8. quota system,
as there is in U.S. meat quotas, that would allow gradual increases in quotas in

proportion with increased domestic consumption.”

PROPOBED CUTBACK OF IMPORTS TO 1061-19060 ANNUAL AVERAGE

It has been proposed in the pending legislation that imports be restricted to
the average annual amount imported in the years 1961-1965. This loses sight
of the fact that there has been a substantial increase in U.S. consumption and
utilisation of cheese in the last six years. Production has increased from 1,592,022,-
000 lbe. in 1962 to 1,878,605,000 lbs. in 1968, an increase of 270,573,000 lbs.

This increase in four years alons is twice the volume of imports of all cheese
in 1966. It also loses sight of the fact that imports of cheddar as well as
specified other types of cheese, have been restricted and therefore always kept
below the amount fixed by quots. Furthermore, that there has been no complaint
until the last six months against imports of dag products, and then only with
respeot to the two produots previously mentioned. Only a year ago, the Admin-
istration was seekinm increase cheese imports. The annual average of American
cheese produced in this country (which term in the USDA tabulation of statistics
includes cheddar cheese, washed ourd cheese, g&nuhr cheese, jack cheese, and
monterey cheese) for the years 1961 to 1965 inclusive is 1,133,339,000 lbs. In
1966, U.8. duction of American cheese amounted to 1.234,496.000 lbs. I hear
no pro to cut U.8. productien back by the one hundred million pounds
increase over the annual average from 1961 to 1965, nor do we propose or want
such a cut. I am only to demonstrate the unfairness of a proposal which
would further unn y restrict the business of United States cheese importers
whom I represent, and the discrimination against the operations of an industry
that makes a substantial contribution to the ddr{b:ndultry a8 a whole, to the
tastes of the American cheese consumer and to essonomy of our country.

EFFECT OF ADDITIONAL RESTRICTIVE IMPORT LEGISLATION ON INTERNATIONAL
TRADE

The imposition of restrictions against the import of cheese is contrary to the
obligations undertaken by the United Btates under the General Agreement on
Tarnffs and Trade and is contrary to our best interests in internationl trade.The
United States sought and secured under the General Agreement on Tariffs and
Trade a waiver from its obligations so that Section 22 might be apgiled without
conflicting with its international obligations. The United States delegation, in
presenting the matter at the 1956 on of the Contracting Parties, stated:

“The mere faot that the prioe of a product is eligible for price support and that
i‘t:rsrieo is higher than world prices does not mean that import controls will neces-

y be imposed under Section 22 ® ®* * Whether such interference (i.e., with
government agricuitural program) will arise depends in large on the relation-
ship between the domestic market price and the im&ort ce. If the domestic
marke:rrioe is above its support level * * # no Section proglem arises * * * Thus,
it is onl where a clear threat of injury to the program from imports actually
exists that action is taken under Section 22.”

The price of foreign types of cheese is above the support level and there is no
real basis for continuing import restrictions on these types of cheese. As pre-
viously indicated, the volume of removal of dairy products from the commercial
market is 80 low that it can hardly be stated that the total supply burdens the

0e-8U .
pl‘iFurl'.hle)aprx‘::;'re, l!hoon to our own best interests and the best interests of

the American farmer to continue these import restrictions.
Remarks recently made before the Senate by Senator Stuart Symington of
Missouri, which were printed in the C onal Record of April 24, 1967

(8. 5746), are particularly in point. I quote:
86-468—07—pt. 1—13
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“Mr. President, the Kennedy round of the trade negotiations will be endins
in a matter of a few weeks. It will then be up first to the administration, an
later the Senate, to evaluate the results of those negotiations and decide what
has been accomplished.

“These decisions will have major import to many areas of trade, for two reasons

none more important than those affecting agriculture.
“First, U.S. agricultural exports have moved ahead more rapidly than any

other export item since the early 1960’s; and we must be certain that the outcome
of these negot.iationa rovide an opportunity for continued maintenance and
owth in these agricultural exports. is important to farmers, to the agri-
usiness complex, and to our total economy.
“Second, in that these agricultural exports play a vital role in the continuing
unfavorable balance of Hnyments problem, the results of the Trade Expansion

Act are important to all Americans.
“Since the early 1960’s, each year U.S. agriculture has set new export records
year after year. Let me cite a few facts and figures.
“U.S. a%ricult.ural exports today are at an alltime high of some $7 billion
hat is slightly over one-fourth of the Nation’s total exports—agricul-

annually.
i%aél”and industrial combined—and an increase of more than 50 percent since
) * . ] * L | J * L

“Exports bring the American farmer 17 cents of every market dollar he receives,
or almost twice as much as a dosen years ago; in other words, the export contri-
bution to domestio farm income has almost doubled during that period. In addi-
tion, these exports have naturally expanded income by a substantial amount
through the strengthening of farm prices across the board.”

] ] * L ] L ] *

rts in the 1960’s will go down in history as a

“The progress in agricultural
which is the healthful effect on our country’s

great achievement, not the least

balance of payvments.
“From a trade balance point of view, we are doing much better in our agricul-

tural trade than in our industrial trade. As example, in the calendar year 1966, the
United States had a total favorable trade balance of $3.6 billion; and of that total
the agricultural trade balance accounted for $2.4 billion, two-thirds of this fav-

orable margin.
“Since 1960, dollar exports of farm products have totaled $29.1 billion, which,

along with $1.8 billion in ‘avoided expenditures’ through the use of foreign our-

rencies acquired under Public Law 480, gave a total of $30.9 billion in dollar

earnings from agricultural exports to apply against the dollar drain. Without

agricultural exports, our serious international finances would be in critical shape.”
* = . » * . »

“Excellent work has been done in Japan on behalf of wheat, soybeans, and
tallow; in Western Europe on rice, fruit, and sovbeans; and in cotton all around
the world. Effective farm product promotion has also been accomplished through
trade fairs abroad, particularly in the case of processed food.

“Nevertheless these imaginative promotional efforts are about powerless unless
unless the doors to trade are kept open.”

While negotiations go on in Geneva to reduce world-trade barriers, we are here
apparently for the purpoee of erecting additional U.8. trade barriers. The imposi-
tion of restrictions on the importation of cheese, and particularly upon cheeses
which have historically been imported into the United States, closes the door, if
not completely at least partly, to trade with countriee who buy more from us
than we sell to them. The following represents the volume of trade in 1966 in U.S.
dollars between our country and the principal countries from which we have
historically imported foreign types of chcese, as reported by U.S. Customs:

[in U.S. dollars]

Export to the  Import from

Country United States  the United

States

739, 345, 218 s
318,471,619 l,gi';% 109
201,140,826 179,631, 144
Sar TR o0 7
127,813,812 143,599,323
299,342,175 354,877,604
145,959,276 238,582,628
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The balunce of trade with these countries is strongly in favor of the U.S. How
can we now adopt additional legislative rcstriotions against cheese imports
without very compelling reason (which certainly does not exist in view of the
facts and Section 22 of the Agricultural Adjustment Act) without offending the
countries from which we import these cheeses?

We believe that it is amply demoustrated by the foregoing that no further
imgort restrictions should be imposed with reapect to imports of dairy products,
and particularly cheese. The cheese import industry has been the cornerstone of
U.8. manufacture of foreign types of cheese. It hus not only served the domestic
industry, but has served consumers as well. Any further imposition of import
restrictions would be a disservice to both industry and consumers and an un-
warranted interference with our international trade.

CHEESE—U.S. PRODUCTION AND IMPORTS OF CHEESE BY TYPES, 193639 AVERAGE, ANNUAL 1949 THROUGH 1966

IMPORT QUOTAS LEGISLATION

ia thousands of pounds)

Americon $ Blue-moid Edem and Gouda italian cow's-milk types

Calendar yoar of Production Imports
average Production imports Produc- Im- Produc- Imports
tions ports? tion¢ Total  Hard tyr Hard

only$  type only
936-39 average... 519, 364 5,936 3,030 4,157 15,463 7,138
I 306 vie6  ouw 1ap o 0 s B s
950.. 06 13,293 8.880 3,492 4,000 3,755 60,481 33,440 3585
12,072 7,232 5,048 4,100 4,333 55,4 25,980 6,515
,525 11,186 3,022 4,200 3,58 60,572 28,740 6,960
7,810 10,137 3.331 4,300 4,51 67,834 30,780 8633
, 814 ,719 3,304 4,400 4132 Nn,204 3,770 71,122
2,577 10,047 3,984 4,500 4,915 86,018 37,850 2,130
2,782 10,663 3,934 4 500 5. 187 101,738 44,260 7,808
2,243 10,864 3,5% 4,100 4,580 111,620 48,323 4,624
3,002 11,447 3,993 4,600 4,345 130,557 55,880 8,119
2,155 12,710 4,184 4,600 5,159 140,765 59,500 2,818
3l 5,169 4,186 4,600 5.994 157,533 65,730 6,984
1,677 16,205 3,81 ? 1.329 161,799 0 .m
2,50 14,507 4,362 6,687 165,456 y 9,071
6,811 15416 3,910 ( 1.489 192,228 ¥ 10, 200
13,907 16,835 4,249 (b 6,770 220,548 8, 895
16,007 ,000 4,400 1.566 244,470 Y 7,788
50,178 22,45 5,173 3 10,097 0, 030 228

Swiss or Al others ¢ Total cheese

Calendar year l?c:ocinuo R.oq:::&n Emmenthaler (_;"r'upoyeg
or average impor m| i
Production Imports Production imports Production Imports

15, 284 2,479 41,824 9,270 2,888 104,586 8,321 681,237 58,500
6, 960 1,394 81,043 5777 1,343 116,189 3,088 1,199,442 32,015
13,071 1,641 99,483 6,923 1,490 125,937 3,923 1,191,487 56,173
9,626 1,688 92,049 7,848 1,625 ost 3,580 1,161,308 52 335
12,716 1,815 108,032 7,51 2816 455 4,200 1,170,262 49,207
12,313 1,806 103,780 8,656 3,215 137,293 5890 1,344,400 56,215
13,317 ,879 113,525 8,422 3,085 142,041 5,283 1,383,234 49,958
13,242 ,630 116,664 8,641 3,585 145,395 8,247 1,366,893 51,951
13,742 .81 123,216 8,319 3,683 156,321 6,341 1,387,682 53,717
12,281 2,097 100,048 8,965 3,808 159,063 8,683 1,407,423 50,877
14,735 ,036 107,114 9,341 3,669 167,693 8,497 1,399,384 55,737
13,992 , 275 111,901 11,495 4,423 169,724 12,357 1,383,061 63 858
, 928 2,094 121,081 9,935 4,752 184,585 12,065 1,472,973 63,149
14,877 2,271 120,508 11,203 4,627 0 2,241 1,634,505 75,818
17,973 2,392 109,412 12,517 4,805 Q 17,614 1,592,022 77,614
12,554 ,040 119,906 11,692 4,830 ¥ 18,496 1,631,817 83,023
16, 639 ,004 121,844 11,506 5,173 0 8,734 1,726,480 77,878
15, 850 2,191 122,637 10,419 5,513 3 9,778 1,755,528 79,31
, 645 ,860 134,030 14,751 9,123 S 4,307 1,873,595 135,473

1 U.S. production is whole milk cheese including cheddar, Colby, washed curd, Montersy, and Gra H
Im’p::m 3p 10 1963 do not include Colby chease, y Jack, ' RAular cheese

nzola.

ncludes Q&t{o
l‘l.ip _unt;l“ll includes only whole loaf.

me
§ Not available.

¢ Production excludes cottage types and full skim milk cheese.
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RATIO OF CHEESE IMPORTS TO
DOMESTIC CHEESE PRODUCTION
1931-1966
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GROUNDFISH IMPORTS*

mREe S, 2411

IN THE SENATE OF THE UNITED STATES

. SeprEMBER 14, 1067

Mr. Mowrse (for himself, Mr. HarreeLp, Mr. Barrrerr, Mr. Brooke, Mr.
GrueniNg, Mr. Muskie, Mr. MaanusoN, and Mr. Jacksoxn) introduced
the following bill; which was read twice and referred to the Committee
on Finane§h

chedygles o{ Wd States to provide

tives of tlﬁ Uni
hat the notes t

ules, the aggregate number of pounds of fish which may be

entered under item 110.20, 110.47, 110.50, 110.55, or
I
*Witness testifying on this subject, pp. 157-160.

Communications received by the committee on this subject, pp. 160-171.
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2
110.60 in the calendar year 1968 or in any subsequent cal-
endar year shall not excced the average annual number of
pounds of fish described in such item entered during the
calendar years 1963 and 1964 (as determined and published
by the Secretary of the Interior). Of the aggregate number
of pounds of fish permitted hy the preceding sentence to he
imported into the United Stutes during any calendar year
under any item, not over } shall be entered during the first
three months, not over 4 during the first six months, and
not over 1 during the first nine months of that year. For
the purposes of applying this headnote, item 110.20 shall

be treated as not including salmon.”
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The CHAIRMAN. Senator Morse?

STATEMENT OF HON. WAYNE MORSE, U.S. SENATOR FROM THE
STATE OF OREGON

Senator Morse. Mr. Chairman, I prepared a detailed statement
setting forth my arguments in support of import quota bills that are
of special importance to Oregon, including beef imports, bottom fish
and mink skins.

I want you to know that I support the bill that you have intro-
duced. I am not going to take the time to read my statement. It is
more important, I think, that we hear these out-of-town witnesses.
I know my statement will receive your careful consideration. I am
going to ask permission to file the statement.

You know, I am sure, my position on the Foreign Relations Com-
mittee. I have been one of the outspoken critics now for some years
of a program that is selling short the economic interests of our country
by tEe gtate Department in regard to foreign trade and particularly
in the field of agriculture. What they need is somebody over in the
State Department who knows something about agriculture. I have
vet to find one. It is very important that we draw this issue with the
State Department. This legislation will draw it.

We have the duty as legislators, in my judgment, to check the un-
sound economic policies of the State Department in the field of the
foreign trade. I shall support this legislation because I think it does
check those policies. Also, it is my advice to this administration, that
unless it pays somne heed to this type of legislation, it is going to hear
from the people of this country who are suffering great losses at the
hands of a State Depurtment that apparently wants to put industrial
things first, but forgets about the agricultural and other resource
products of the country that ought to be protected. I do not happen
to be a high tariff man but I am a strong import quota man.

Thank you very much.

The CHairMAN. Thank you very much, Senator Morse, and we
will print vour statement in full at this point in the record.

(T‘l)xe full statement of Senator Morse follows:)

STATEMENT OoF HON. WAYNE MoORsg, A U.S. SENaTor FrRoM THE STATE OF
OREGON, BEFCRE SENATE FINANCE COMMITTEE OoN IMPORT QuoTa BILLS OF

IMPORTANCE TO OREGON

Mr. Chairman and members of the Subcommittee:

I am happy to appear before the Committee today in support of S. 1588, an
effort by this Congress to more accurately predict and control the amount of
meat imported into the United States in an effort to stabilize the American market.
As the Committee knows, the 88th Congress adopted legislation in 1964, later to
become PL 88-482, in an effort to assist our cattlemen to better anticipate the
amount of foreign meat arriving each vear. After 33 montks of experience with
that bill, it is apparent that certain additions and corrections are necessary. This
proposed legislation has the strong support of the Oregon Cattlemen’s Association.

Oregon cattle raisers, corresponding with me about this problem, have urged
numerous changes in the present law, including: (1) establishment of quotas on a
quarterly basis, thus helping to spread the imports out over the calendar year;
(2) utilization of a more restrictive base period; (3) inclusion of processed meat
within the quotas, and (4) inclusion of non-Federally inspected meats.

Oregon ranchers emphasize that they are caught in a squeeze: at s time when
their costs are pyramiding, they are being asked to reduce production to improve
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the price picture. Some ranchers are voluntarily selling their cattle earlier, when
they weigh less, but feel that is hardly fair for them to make such efforts uniess
thglyhare protected from the increasing tide of foreign imports.

is point warrants considerable emphasis. Many Oregonians have pointed
out to me that the price they are receiving for cattle is about the same as it was
fifteen yenrs ago. They are frank to admit that domestic production is a factor,
but I have been repeatedly asked why they should work hard to curb production
if meat continues to be imported from other countries at high levels. As one
Oregon rancher, John M. Boyer of Haines, Oregon, wrote to me: “We in the
industry are working on the domestic issue, but it will be futile to curb our pro-
duction only to make a market for fore.gn beef here in the United States.”

As another of my constituents wrote:

“The present legislation restricting imports is ineflective because of the clas-
ticity of the upper levels at which quotas can be imposed. It does little good to
attempt to bring our domestic supply situstion into the line with a reasonably
g;oﬁtable market, and then to have an increase in forcign imports raise the supply

ck to its present high level. We do not, of coiirse, advocate the complete elimina-
tion of beef imports, as we realize that foreign trade must be a two-way street.
However, with the present legislation, it appears that any time we, in this country,
arrive at a favorable supgly situation, imports can increase to where we are right
back where we started and foreign proJucers reap the benefits of our self-discipline.”

I submit to the Committee that this statement, made by the President of the
Harney County Stockgrowers Association in Burns, Oregon, evinces an entirely
responsible and commendable attitude by the cattlemen. It warrants the sympa-
thetio attention and support of this congress.

One aspect of the 1964 legislation which this bill would correct rclates to the
1055 “leeway” before the quotas are invoked. As you know, under PL 88-482,
the quotas are not invoked until imports exceed the quotas by 109, thus creating
a trigger-point of 110%,. I am informed by the American Cattlemens’ Association,
however, that exporting countrics have been gearing their production toward the
higher ‘“trigger-point”’ and thus planning production to excced their actual
Ruota. This situation is artificial on its face and would be corrected by S. 1588.

calistic quota would be established and the 109 “trigger-point” eliminated,
thus dispensing with considerable confusion, both here and abroad.

The beef industry in our country involves over two million people and embraces
some part of the economy of each of the 50 states. It is an induatry which has made
considerable effort over the past few ycars to help itsclf, by curtailing production
in certain areas in an effort to obtain a more favorable price. But many ranchers
are still unable to make ends meet. And for far too many, the future does not
apgeur particularly promising.

S. 1588 is obviously not a cure-all, but I believe it will help to stabilize the beef
f)rodur-tion picture and enable the cattle growers to obtain a more favorable return
or their efforts.

They have done much to help themselves. I believe they deserve the support
of the Congress and for the reasons I have outlined, I strongly support approval

of S. 1588.
BOTTOM FISH IMPORTS

I understand that 8. 2411 which I introduced limiting the amount of groundfish
allowed to be imported into the United States is not on the agenda today. With
your permission, however, Mr. Chairman, I wish to muke a few brief comments
about this important legislation.

The offshore fishing industry is of considerable importance to Orzgon as well as
to the other coastal states. The members of the Committee are well aware of the
difficulties we experienced tkis past summer as a result of intensified activities of
the Russian fishing fleets. The Russians made such large catches of bottom fish
that there was some fear future crops might be endangered. Creation of the 12-mile
limit by the last Congress has helped, but it does not respond to another very real
threat to our fishing industry. I refer to the swelling tide of imports of fish and fish
food producta.

All of us in the Oregon delegation have received considerable correspondence
on the growing threat of groundfish and bottom fish imports. We are particularly
indebted to Dr. E. W. Harvey, Administrator of the Otter Trawl Commission of
Oregon, for supplying pertinent evidence. Dr. Harvey’s report includes the fol-

lowing information:
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Imports of groundfish fillets into the United States are now 819, of the supply.
The 1966 import figure wus 315 million pounds above the five-year average of 210
million pounds for 1960-1964.

Statistics released by the Bureau of Comincrcial Fisheries show that the domes-
tic catch in the United Stutes during 1966 was the smallest since 1953,

Imports of groundfish and ocean perch fillets reached a record of over 315
million pounds, which amounted to 80.89, of the supply. The figure represents a
6.8% increase in imports for 1968 over the 1965 total of 294,954,000 pounds, which
was 79.9% of that year's supply.

Since 1948, imports of groundfish and ocean perch fillets have inereased 48877,
which increase represents a much larger portion of the supply. In 1948, imports
accounted for only 28¢; of the total supply, whercas in 1966, imports were re-
sponsible for over 80° ¢ of the supply.

Domestic production of groundfish and oceun pereh fillets in 14966 was 74,945,-
000 pounds or 19.29, of the total supply.

There statisties supply convincing evidence that the marketing power of our
fisLing industry faces even further decline unless legislative action is tuken to
stem the tide of disabling competition from other nutions. The bottom fish industry
in particular is confronted with unreasonable competition in the market place.
Forcign combetitors who enjoy lower lubor costs and who, in many instances are
favored by suhsidies, have been able to claim an ever increasing share of the bottom
fish market. Today, U.S. fishermen auppl& only 19.2% of the national demand
compared 1o 62.99, as recently as 1951, While the consumption of bottom fish
has almost doubled, our fishermen are producing only half as much as in 1951.

In the area of Astoria, Oregon, the number of vessels engaged in botton fishing
has declined from 23 in 1956 to ouly 13 in 1967. If the present situation continues,
the future for the offshore fishing industry in Oregon is not bright.

Certainly trade between the nations must be encouraged, but our own nutural
resources and industries that depend upon them must also be considered and
strengthened because of their present and future importance.

For the foregoing reasons, I introduced this bill S. 2411 and I am very proud to
say that this bill has the complete support of the Pacific Marine Fisheries Com-
mission. S. 2411 was cosponsored by Mr. Hatfield, Mr. Bartlett, Mr. Brooke, Mr.
Gruening, Mr. Muskie, Mr. Magnuson, and Mr. Jackson. I am pleased to have
the support of these colleagues on this important bill.

The quota imposed on imported bottom fish as contained in the legislation is
not, 1 believe, unduly restrictive, and it would give our domestic bottom fish
industry a much needed breathing space and opportunity to rejuvenate.

MINK IMPORTS

Finally, may I make a few brief comments regarding S. 1856 introduced by
Mr. Nelson with respect to the rate of duty on imported mink.

Many of my constituents have written to me urging support of efforts to restrict
importation of mink from abroad. Oregon mink ranchers take great pride in the
role they have played, not only in increasing mink production, but in helping
to develop ever expanding markets for their product. Mink production is now
a $160 million annual business in our country.

Information from the U.S. Tariff Commission indicates that U.S. consumption
of whole mink skins has increased steadily from 10.2 million skins in 1062 to
13.5 million skins in 1966. Annual U.S. production rose fromn 7.3 million skins in
1962 to 9.0 million skins in 1966. By far the largest share of domestie production
ir produced on mink ranches. Qutput of ranch-mink skins rose from 7 million in
1962 to an estimated 8.7 million skins in 1966, according to statistics supplied by
the National Board of Fur Farm organization.

During the same period, annual U.S. imports of mink skins rose from 3.8 million
sking, valued at $52 million in 1962, to 5.7 million skins valued at $73 million in
1966. Based on quality, these imports accounted for 429, of consumption during
1962-66 period.

The average annual price received by mink ranchers for skins rose erratically
from $i6.66 per skin in 1962 to $19.48 per skin in 1966. In 1967, the average price
is estimated to have declined to slightly less than $15 per skin. Since 1964, the
average unit value of imported mink skins, based on foreign value, has steadily
deelined. from $14.08 per skin in 1965 to a low of $9.54 per skin in March of this

year,
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The anxiety of Oregon mink ranchers was expressed in a letter to me from Mr.
J. Lyell Ginter, a mink rancher in Bridal Veil, Oregon. Mr. Ginter writes:

“The importers are offering mink at (the) $13 level which is 257 below the
cost of production in the U.S. I know of many, many Oregon mink men who have
sold none of their '66 crop and many, many who will have a large carryover on
their live-stock loan from selling at below production cost. Auction company
officials cstimate that if this trend is not curbed over 509, of American mink men
will be forced out of business.”

Mr. Ginter states that information from the National Board of Fur Farm
organization indicates that over 500 mink ranchers are going out of business each
year and that local associations estimate that one-fifth of the approximately 500
mink ranchers in Oregon are facing bankruptcy.

The situation is extremely serious and I strongly urge the Commiittee to give
serious consideration to the reasonable limitations on mink imports proposcd by
this legislation. Our mink ranchers, facing rising costs of production, descrve
this assistance.

In this connection Senator Nelcon introduced a bill 8. 1856, now pending before
this Committce. This bill would amend the tariff schedules with respect to the
duty on mink skins to assure decent returns to mink raisers. I believe S. 1356

deserves serious consideration by the Committee.
(Following are communications received by the committe» express-
ing an interest in the preceding subject:)

STATEMENT OF HON. EpwaArD W. BroOKE, A U.S. SENATOR OF THE ST\TE
OF MASSACHUSETTS

The fishing industry in the United States is in a serious state of decline. Old
vessels, outdated fishing methods, inadequate storage and preservation facilities,
all help to reduce the amount of fish which can be caught and marketed by Amer-
ican fishermen. The lower amount of the catch has the effect of reducing the
amount of capital availuble for improvements in vessels and cquipment. The
result hasdbeen that forcign imports of fish have increased drastically in the post-
war period.

In 1940, the United States imported less than 10 million pounds of fish per year,
for which we paid approximately $8350 thousand. Fifteen years later we were
importing more than 128 million pounds of fish per vear, at a cost of nearly $25
million. By 1966, our imports had risen to nearly 8.1 billion pounds of fish per year,
the total cost of which was 3720 millivn. A¢ the present time, Ameriean fishermen
are providing less than 20 percent of the American consumer demands for fish and
fish products.

Clearly, something must be done to aid the American fishing industry if the
Amcrican fishing industry is to survive. This assistance can take two possible
forms: financial assistance, in the form of subsidies, tax incentives, loans and in-
vestment guarantees; or quotas on imports which would guarantee a standard
percentage of the American market for our domestic catch.

I believe that an approach which utilizes both of these forms of assistance is
necessary.

A rudimentary program of financial assistance is already in eficet: subsidies and
loans are ?rovided for the construction and improvement of vessels and the
purchase of modern equipment.

But the tariff rates which are presently in cffect have had a minimal impact
upon fish imports. A maximum tariff of 2 cents per pound on frozen fish blocks,
for example, does not prevent Canadian fishermen from making a substantial
profit when selling their products in American markets. The Canadiaus have
become the major suppliers of New Ingland fish processors, providing the frozen
fish blocks from which are made most of our fish sticks, fish cakes, and similar
fish products.

Due to the lower cost of labor, plus the substantial subsidies provided by the
Canadian government for fishing vessel construction, the fishermen of the United
States are unable to compete successfully.

As a result, the American fishermen have been compelled to supply a highly
specialized market: the market for fresh fish. Most species which are sold as fresh
fish are less plentiful, and therefore more costly to catch, than those which are
sold as frozen fish blocks. Fresh fish must be handled more carcfully to prevent
damage to the flesh, and they are harder to preserve and transport. Thus the
overall cost of marketing fresh fish in higher, the price for the product on the

L}
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market is higher, and consequently there is much less of a market for fresh fish
than for proccssed frozen fish products. The result has been that more and more
of our domestic fishermen have been forced out of business.

A quota on fish imports which would guarantee to our fishermen a certain
percentage of the American market would be of great value,

I am privileged to Co-sponsor & bill, S. 2411, introduced by Senator Wayne
Morse, which would place a quota on the amount of groundfish imported into the
United 8tates. Under this bill, the amount of our imports could not exceed the
avera‘fe annual amount imported during 1963 and 1964. Imports in those years
already supplied nearly 70 percent of the American market for fish products.
Thus under this bill the vast majority of the American demand for fish would still
be met by foreign imports. But a portion of the market would be reserved for our
own fisharmen. They would not be driven out of business by foreign competiiion.
I submit that such a quota on fish imports would have a cumulative und salutary
effect upon the American fishing industry and upon the American ¢conomy as 8

whole.

CoNGRESS or THE UNITED STATES,
Housk of REPRESENTATIVES,
Washington, D.C.

Hon. RusskLL B. Long,
Chasrman, Commillee on Finance,
Senate of the Uniled States, Washington, D.C.

DEAR MR. CHAIRMAN: At the general policgohuarin held by your committee
today, I understand that import quotas will be considered for several American
manufactures which are seriously endangered by foreign competition. May 1
urgently request that urpm riate attention be given to the situation which faces
the American groundfish industry today.

On August 29, Congressmen Wyatt, Ullman, and I, filed H.R. 12696, which
proposes an annual quota on groundfish imports in order to reserve a portion of
the domestic market for American producers. We consider this restriction neces-
sary and timely, since U.S. fishermen today provide only 19.2%, of the groundfish
consumed in our country, compared with 62.9%; in 1951. If our domestic industry
is not to become extinct altogether, import restriction must be enacted now.

H.R. 12698 provides that the totul amount of groundfish pr..ducts ‘mported
each year shall not excecd the average amount for 19s3 =.4b ‘264 Sy overa
terms, this would only be a cut of less than a third, but it would reserve part of
the American market for our own fishermen. The legislation has been tiled in
the Senate by Senator: Brooke, Muskie, Bartlett, and Morse, and is receiving
wide support from representatives of many constal states.

1 hope that you will give serious consideration to this industry which is so
vital to the economy of my district and all of Massachusetts and to many coastal
communities around the United States.

Sincerely,
Hastings KEITH,

Member of Congress.

STATEMENT OF HoN. WeENDELL Wyarr, A U.S. RePRESENTATIVE FrOM THE
STATE OF ORLGON

The bottom fish industry in this nation is in deep and dire trouble. Botiom fish,
interchangeably called groundfish, are those that commonly provide the bulk of
the fish consumed in this country, both commercially and in home use. Included
among the bottom fish are cod, haddack, hake, occan porch) enln maonkaral,
mullet, sea bass, shad, snapper, swordfish, and many many other varieties.

Foreign imports of these many species of bottom fish have cut drastically and
deeply into the American bottom fisherman’s share of the groundfish market in
the United Statcs. Imported in all manners, fresh, block, slab, and other, these
foreign bottom fish imports have edged our own fishermen out of the domestic
market to such an extent that in 1966 our own trawlers provided only 19.2 per cent
of the bottom fish consuumed in this country.

There has been a steady decline in the American percentage of the bottom fish
market since 1949, when our fishermen produced 74.6% of all the bottom fish
consumed in the United States. In 1951 our bottom trawlers produced the largest
catch they have ever recorded, well over 148 miillion poun£. Since then it has
been all downhill for our domestic bottom fishermen.

In 1951, our peak year for domestie production, foreign imports were just over

.

«!
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87.6 million pounds. Last year they totalled well over 315 million pounds, while
the United States catch was just under 80 million pounds of bottom fish.
To have dropped from producing 74% of the catch to just 199 in only 18
ears is a starkly rapid decline. If the rate stays the same our domestic bottom
h industry has, at most, 6 years before it is utterly non-existent . . . extinot!
We will be doingoa great disservice to our bottom fishermen and to ourselves as
a nation if we do not quickly and decisively put an end to this tragio state of

affairs.
Not only is the annual imported poundage of bottom fish increasing, but also
the value per {:qund. This geometrically adds to our international ce of
ments problems. Canada is the biggest producer of bottom fish imported

y
f:to this country.

In that nation, as in most nations trading in bottom fish with the United States,
our fishermen are subjected to what amounts to unfair competition with the
Canadian government. Canadian ground fishermen are aided through government
price supports, a fisheries salt assistance program, and a vessel subsidy. Norway,

another big exporter of bottom fish, guarantees minimum incomes to fishermen.

In my own district, Oregon’s First, the situation is critical. Boats are being
driven out of the bottom fish trade at a startling rate by economic pressures
created by this mass influx of foreign bottom fish.

In the Astoria, Oregon ares alone in 1966 there were 23 boats trawling for

oundfish. This year there are only 13. The annual Puyroll for bottom fish process-

in that area in one plant alone has dropped from $126,5600 in 1963 to just
$37,300 for the first half of this year.

Legislation has been introduced to alleviate some of the pressure from the

ts that are swamping our fishermen. Senators

eat bulk of these foreign iml;:or
orse, Hatfield, Brooke, Muskie, Bartlett and Gruening have all introduced a
bill to set a quota on the annual import of these bottom fish. Such a quota is

plainly necessary.
In the House of Representatives Congressmen Al Ullman, Hastings Keith, and
myself have introduced identical legislation. Others have also supported a quota

on bottom fish imports.

Such a quota must be enacted very soon, or there will be no bottom fish industry
in this country left to save. The quota proposed is not a harsh one. It sets the quota
at the average number of pounds imported in 1963 and 1964. This would be over
239 million pounds of bottom fish. Last year 390 million pounds were consumed.

Allowing for a certain percentage of growth in the consumption, the proposed

ul;)ta w}c‘mld still allow foreign imports over 60 per cent of the domestic bottom
sh market.

But it would do more. It would allow our fishermen a kind of breathing room, a
chance to market their product at a decent price. It would give them a chance to

climb back into a fair and solid position in the market.
With all the subsidies given our American fisherman’s competitors by their

governments, it would seem the ver{ least we could do to give our own trawlers
an cven break at the domestic market. If we delay too long it will be too late.
Action is necessary, and necessary now, if we are to save an important American
industry from utter extinction.

Thank you for allowing me to testify.

OFFICE OF THE GOVERNOR,
Salem, Orey.

Hon. RusseLL B. Long,
U.S. Senator, Chairman, Commiltee on Finance, New Senate Office Building,
Washington, D.C.

DEAR SENATOR LoNG: Occasionally our zealousness about maintaining a proper
balance in international trade adversely affects specific factors of our national
economy. This is the case as it relates to the groundfish industry on both coasts.

Rather than barrage you with facts and details, which I am sure will be pre-
sented by experts in the field, may I simply say that the passage of S. 2411 is
definitely in the best interest of our Nation’s coastal states. At the same time, it
recognizes that foreign subsidies of the groundfish industry are creating a great
harm for our domestic producers, workers and processors.

I urge the favorable consideration of your Cominittee on 8. 2411 and would
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appreciate your making my views a part of the record. I am reluctant to speak
for the Governors of my neighboring states, but they have informed me that

they share my concern,
Sincerely,
Tom McCaLL, Governor.

OREGON STATE SENATE,
Salem, Oreg.

Hon. RusseLL B. Long,
Chairman, Senate Finance Commilice,
U.S. Senale, Washington, D.C.

DreaRr SeENATOR LoNag: The writer introduced in our last legislative assemblz
the quota %otection memorial to Congress—S.J.M. 9 on behalf of the ground-fis
industry. is memorial has been inserted in the Congressional Record by our
Oregon Representatives Green and Ullman. The same memorial has been enacted
also by Washington, California and Rhode Island legislatures, and is soon expected
to be by Massachusetts.

Living in Astoria, I full well know the need for this protection of our domestic
fisheries. I know our loss of boats and fishing men, the decline in wages in the
g_xg)cessing plants, and the generally depressed condition of the entire industry.

e thirteen boats lcft out of last year's twenty-three in this immediate area are
limited to amounts of various species they can bring in because of the poor
marketing conditions for domestic fishery products due to the lower priced and
increasing importations. This is unfair, unjust and an unequitable situation for
our American industry.

Oregon’s 1st District Representative Wyatt, with our Rep. Ullman and Rep.
Keith of Massachusetts has introduced H.R. 12696 in the House. And Senators
Morse and Hatfield have introduced a companion bill in the Senate with co-
sponsors Bartlett and Gruening (Alaska), Muskie (Maine), and Brooke (Mass.).

is legislation would maintain quota protection at the 1963-1964 level. The
U.S. fishermen produced only 19.29, of the total consumed in the U.S. in 1966.
These bills are designed to give our U.S. industry a small margin of production
for domestic consumption. By doing so, it will help to rejuvenate our industry on
both coasts, and not impair free trade. It will give the American producers and
processors a little leeway for growth and expansion. The three west coast Gov-
ernors favor the proposal. I enclose a list of endorsements from both coasts for

your consideration.
I strongly urge you to consider this legislature with favor. May I request that

this letter be read before your committee.
Sincerely,
D. A. THixL.

ENDORSEMENTS—QUoTA PRoOTECTION FroR THE U.S. GRouUND-Fism INDUSTRY

Otter Trawl Commission of Oregon—Astoria

Seafoods Dealers Association, Inc.—Astoria, Warrenton

Point Judith Fishermen’s Cooperative Assn.—Narragansett, R.I.
Fishermen’s Marketing Association of Oregon— Astoria

Oregon A.F.L-C.I.O.—Salem

National Fishermen & Wives, Inc.— Region 11

United Packing House Food & Allied Workers

Alaska Fishermen’s Union—Seattle

Columbia River Fishermen’s Protective Union—Astoria

Astoria Chamber of Commerce Fisheries Committee—Astoria
Fishermen's Marketing Assn. of Washington—Seattle

Humboldt Fishcrmen's Marketing Assn.-——EKureka

West Coast Trollers Association—Seattle

Fishermen’s Marketing Assn. of Northern California—Eureka
Congress of American Fishermen—Alaska, Washington, Oregon, California
Oregon State Fur Breeders Association—Salem, Oregon

Oregon Fur Producers Associntion—Astoria

Pacific Coast Fur Breeders—Tillnmook, Oregon

Pacific Fur Foods, Inc.—Boring, Oregon

Atlantic Fishermen’s Union—Boston, Mass.

Seafood Dealers Association of New Bedford—New Bedford, Mass,
Pacific Protein, Inc.—Aberdeen, Washington

American Tunaboat Associntion—San Diego, California

Domestic Seafoods Producers Assoc. of New England—Gloucester, Mass.
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HaLL or REPREBENTATIVES,
Salem, Oreg.

Hon. RusseLL B. Long,
Senate Commiltes on Finance,
U.8. Senate, Washington, D.C.

DEaRr SENATOR: The writer was able to testify for the 12-mile hearing in May»
1966 before the Senate Committee on Commerce. That congressional action,
coneluded about a year ago, was a step in the right direction to conserve and pre-

serve the fisheries.
Now, however, our ground-fish industry of the U.8. hasa critical problem—

that of importations. In 1966 only 19.2%, of the total ground-fish consumed in the
U.S. was from domestic production. Obviously that means that 80.2% was from
importations. This is unfair, unjust and an unequitable situation for our pro-
ducers, Xsrocessors, and glant workers, as those nations subsidize their fisheries well.

Our Astoria boats (13 left this year out of 23 in 1966) are on limits of amounts
they can bring in for filleting, our wages to workers are declining, and in general
the entire industry is in an economic decline because of the continual increase in
importations, with the resulting poor marketinlg conditions. Having my office in
our largest fishing port, I am keenly aware of this situation, and I know it is
occurring elsewhere on this coast and on the east coast.

H.R. 12696—‘‘Quota Protection at the 1963-1964 level’’ has been introduced
by Oregon’s Wyatt and Ullman and Keith of Massachusetts. On September 14th
our Oregon Senators Morse and Hatfield, with co-sponsors Bartlett and Gruening
(Alaska), Muskie (Maine), and Brooke (Maas.) introduced a companion measure
in the Senate—S. 2411. Senators Magnuson and Jackson (Washington) in late
September became co-sponsors and their names by consent of the Senate have been
added. This legigiation will not impair free trade, and will give a small margin
for domestic growth.

In order to ?roteet our domestic industry from further deterioration, I urge you
to look with favor upon this legislation. And may I request that this letter be

read before your committee.
Sincerely,
Wux. H. HoLMsTROM.

Fisa ComumissioN or OREGON,
Portland, Oreg.

Hon. RusseLL B. Long,
Chairman, Senate Commitiee on Finance,
New Senate Office Building, Washington, D.C.

DEar MR. CHalRMAN: We understand that your committee has SB 2411,
which limits groundfish imports into the United States, under consideration. We
support the principles of SB 2411.

here is no 3uestion that the unrestricted importation of groundfish has limited
}ihg %rs%wth and adversely affected the economy of the Pacific Northwest ground-
8 ery.

SB 2411, by limiting the amount of groundfish imporied, would allow our local
fishermen to compete more favorably for the domestic market—a market which
we feel rightly belongs to them. Restriction of groundfish imports is a positive
step toward bringing the trawl fishery back to a financially sound industry.

e wholeheartedly endorse this bill and wish you success in getting it passed
into law. Please call upon us at any time, if you feel we can be of assistance.

Sincerely,
! RoBERT W. SCHONING,
State Fisheries Director.

LocaL Unrox 554,

UniTep PackiNagHouse Foop & ALruiep Workers, AFL-CIO.,
Astoria, Oreg.

Senator RusseLt B. Long,
Chairman, Commiltee on Finance,
New Senate Office Building, Washington, D.C.
Dear SExATOR LoNa: Our Union urges the passage of 8.B. 2411, We must
have a quota protection on the amount of groundfish imported into the United

States.



IMPORT QUOTAS LEGISLATION 165

The import volume is growing steadily, forcing American fish products off the
market and threatening our bottom fishing industry with extinction and this

problem is growing worse.
The Oregon State AFL-CIO Convention held in September went on record

endorsing a resolution for a quota protection for the U.8. ground fish industry.
We will sincerely appreciate any help you can give us on this very important

bill. With kindeat regards.

Sincerely yours,
Jean HovrtHE,
Financial Secretary and Treasurer.
OregonN AFL-CIO,
alem, Oreg.
(AIRMAIL)

Senator RusseLL B. LoNg,
Chairman, Commilles on Finance,
New Senate Office Building, Waaﬁington, D.C.
DEAR SENATOR Long: We re?uest and strongly urge favorable action on the
ground fish quota protection Bill, S-2411. We understand Hearings on this will

start next week.
Enclosed is copy of Resolution which was adopted at our Convention last

month in reference to support.
The States of Washington and California have passed similar Resolutions and

sent Memorials.
We appreciate your consideration and support of this matter.

Thank you.
Sincerely,
Epwarp J. WHELAN,
Ezecutive Secretary-Treasurer.

ResoLuTioN No. 21.—To Aip OrTeR TRAwL INDUSTRY

Introduced by Jean Holthe and Lucille Braley for United Packinghouse, Food &
Allied Workers Local 554. Referred to Committee on Grievances.

Whereas, the Oregon Otter trawl fishing industry is being severely damaged
by the importation of foreign fishery products of similar species of sole, cods, rock

fishes and halibut.
Whereas, this next six months will see more tariffs removed from foreign imports

of bottom fish as a result of the Kennedy round agreement, and
Whereas, our congressmen are now in the process of presenting legislation to

congress to relieve this situation, therefore be it
Resolved, that the Oregon AFL-CIO go on record to aid the Otter trawl

industry wherever possible and assist in passing this legislation.
ResoLuTioN No. 45.—ImMpoRrRTs or FisHERY PRODUCTS

Introduced by Lloyd Knudsen, Maritime Trades Dept. AFL-CIO Portland and
Vicinity. Referred to Committee on Grievances

Whereas, imports of foreign fishery products now exceed 12 billion pounds

annually and, s
Whereas, the U.S. balance of payment deficit in fishery products for the follow-

ing yvears is as follows:

1963 $416,600,000: 196465 $480,600,000; 1966 $638,900,000; and,

Whereas, the millions of dollars expended by the American people on foreign
fishery products, constitute a tremcndous subsidy for foreign fishery fleets,
enabling such foreign fleets to build and equip fishing vessels far superior to Ameri-

can fishing vessels and, . L
Whereas, imports of proportions enumerated herein if allowed to continue and

maintain the increases we have observed over the past several years will most

surcly destroy the American fishing industry, and
Whereas, such destruction will not only affect the economy of our fishing

industry but will also seriously affect conservation and thus deplete a valuable
food supply of utmost importance to the American people, and

&£57-468—67—pt. 1——18
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Whereas, imports as now constituted have resulted in a U.S. catch of 4.3 billion
pounds of fish in 1966, the lowest catch record since 1943 ant{‘

Whereas, instead of increasing tariff rates on fishery products to furnish some
prt:tiec;iolx; for American fishermen, present tariffs already much too low, have been
cut in half.

Thercfore be it resolved this convention go on record, to do everything possible
for the establishment of a quota which will limit importation on fishery products
which the American fishing industry can produce in necessary quantities to fill
the needs of American markets and thus allow American fishermen a reasonable
share of their own markets such quota to be at least 609, of present market needs.

Be it further resolved quotas are necessary to insure economic stability in the
U.8. fishing industry, and also to strengthen the determination of Amcrican
fishermen to promote and work for conservation programs which will maintain
present U.S. fishery resources on a sustained yield basis.

Be it finally resolved, copies of this resolution be sent to AFL-CIO, so that
the full strength of organized labor can be utilized for the benefit of an industry
which cannot survive unless help is forthcoming, to all appropriate governmental

agencies and to members of Congress.

CoLumBIA RivEr FisaerRMEN'S PrRoTECTIVE UNION,
Astoria, Oreg.

Senator RussEL. B. Long,
Chairman, Commiltee on Finance,
New Senate Office Building, Washington, D.C.

DEAR SENaTOR LoNG: The Columbia River Fishermen’s Protective Union
believes that S. 2411 should be given favorable action, because our groundfish
industry can be self supporting if given half a chance.

incerely,
RusseLt Bristow,
Ezeculive Secrelary.
PaciFic MARINE FIsHERIES CoMMISSION,
Portland, Oreg.
(AIRMAIL)

Hon. RusseLt B. Long,
Chairman, Senate Commilttee on Finance,
New Senate Office Building, Washington, D.C.

Dear MR. CHAIRMAN: The Pacific Marine Fisheries Commission which repre-
sents the States of California, Idaho, Oregon and Washington has been advised
that your Committee will hold hearings on Senate Bill 2411 on October 18, 1967

This is to advise you that the Pacific Marine Fisheries Commission heartily
endorses 8. 2411 and its companion House of Representatives Bill 12696, to
establish quarter-year quotas on the importation of groundfish.

The large, irregular, but ever-increasing importations of groundfish into the
United States have had a detrimental effect on this Nation, the fishing industry
and the consumer. .

The importations of fish into this country have increased in amount equal to
or in excess of the annual increase in use of fish in this country due to population
growth. Our own fishermen have been denied this expanding market gecause of
competition from heavily subsidized foreign fisheries, while at the same time the
imports have helped to substantially increase our balance of payment deficit.
Our fishermen are discouraged from intensifying and expanding their fishing efforts
by the uncertainties of the domestic market, while the heavily subsidized foreign
fishermen with their large distant-sea fishing vessels frequently pre-empt the
grounds adjacent to our shores.

The irregularity of the imports has led to unsatisfactory market conditions.
In late 1964 and early 1965, there was a scarcity of cod and haddock blocks, and
the price of imported block fish rose from 24¢ to 27 to 29¢ per pound. The price
for domestic fish blocks went as high as 34¢ The fishery resources of the United
States include other fishes in addition to cod and haddock that eculd be used for
fish blocks but, because of market uncertainties and market standards based on
habit, there is little incentive to encourage the use of other fishes for this purpose
and to assure a more constant supply of block fish.
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In 1966, the domestic market for halibut (Hippoglossus hippoglossus and
Hippoglossus stenolepis) was demoralized and confused by large importations of
another flounder or member of the Pleuronectid family to which the halibut
belong. This other flounder (Reinhardiius hippoglossoides), which is known vari-
ously as Greenland halibut, Greenland turbot, American turbot, turbot, and
blue halibut, has been marketcd as *Greenland Halibut,” and, on some occasions,
the name “Greenland Halibut” has led to misleading advertising. This flounder
a cheaper and inferior table-fish than halibut, has confused the consumer and
driven the price of halibut down. In 1967, the price to the fisherman for halibut
on the West Coast is averaging 11¢ per pound less than last year’'s average price
and the earning of the fishing crews are reported to be 40 geroent less. Accordil‘:ﬁ
to the September 6, 1967 Market News Service regort (Bureau of Commerci
Fisheries, Seattle), the imports of frozen Greenland halibut into New England
through August 31 of this year have amounted to 3,004,300 pounds of fillets
and 3,406,700 pounds of blocks compared to 509,000 pounds of fillets and 2,100,000
pounds of blocks imported during a similar portion of 1966. These imports re[i‘re-
sent increases of nearly 600 per cent for fillets and 62 per cent for blocks. The
importation of Greenland halibut started about three years ago. It is probable
that the importations would not have caused demoralization and confusion if
they had been controlled (}uarterly according to an annual quota.

This year, the demand for groundfish on the West Coust is poor. In April, it
was reported that market conditions were limiting Oregon trawl fishermen to
one delivery per week which may not contain more than 2,000-5,000 ?ounds of
flatfish, 35,000 pounds of Pacific Ocean perch, and 10,000 pounds of rockfish
other than Pacific Ocean perch.

The Pacific Marine Fisheries Commission has previously asked, ‘“that the
U.S. Government, through its proper agencies, review the tarjff on imported
fishery products and recommend legislation or regulation that would provide
for and encourage a healthy domestic fishery,” as witnessed by the attached
Resolution No. 22, “Request Federal Government to Review Tariff on Im-
ported Fish’”’ which PMFC adopted in 1964 and distribited widely. PMFC feels
that an annual import quota for groundfish based on the average annual amount
imported during 1963 and 1964 and divided into equal quarterly increments
would be helpful to the Nation, the consumer and the fisherman. The Com-

mission heartily endorses 8. 2411.

Respectfully,
pe ' LeEoN A. VERHOEVEN,
Ezeculive Director.

P.S.—On September 14, 1967, after a meeting in Astoria, Oregon of an Ad
Hoc Committee on Surveillance (of foreign fishing fleets) 15 representatives from
the fishing industry of California, Oregon and Washington met and voted unan-

mously in favor of S. 2411 and H.R. 12696. L A ‘m
. AgV.

Paciric MaRINE FisueriBs CovmissioN REsoLuTiON No. 22—REQuEsT
FEDERAL GOVERNMENT To REvVIEW Tanirr oN IMPORTED Fism

Whereas, the importance of fish and shellfish in the American diet is continually

being stressed as an important protein resource, and

Whereas, there is an abundant supply of otter trawl species of fish and shellfish
in waters of the Pacific coast, and

Whereas, the producers, processors, and handlers of Pacific coast seafood prod-
ucts believe in and encourage better production and handling methods to give the
American consumer & product of the highest quality, and

Whereas, processing Ylants of the Pacific coast are now limiting the amount of
landings on certain edible species of otter trawl products due to the heavy imports
of similar species, and

Whereas, “In 1963, for the first time, over half of the U.S. supply of fish and
shellfish was received from foreign countries’” (U.S. Dept. of tLe Interior, Fish and
Wildlife Service, Leaflet C.F.S. #3500); )

Therefore, be it rcsolved, that the Pacific Marine Fishcries Commission re-
spectfully request that the U.s. Government, through its proEer agencies, review

the tariff on imported fishery products and recommend legislation or regulation

that would provide for and encourage a healthy domestic fishery for our abundant

trawl species.
Adopted at Annual Meeting November 20, 1964, San Francisco, Calif.
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ALasxa Fisasaman'’s Union
Seatdle, Wash,

Senator RusssuL B. Long,
Senats Offics Building, Washington, D.C.,
rlc)i:sa l\i{nu.f Lom;; M ttihe toAlukal “Flshermen;lﬁ‘li"’nlon :b%uld llkg‘ to be rl;
€0 as avor on imst smporis o ucts that can
produced by United States citisens. P
We believe that in order for the United States to remain & world power we must
be able to actively demonstrate our ability to harvest the resouroes of some 70%
of the earth’s ace which is coverad with water.
£~2411 would make it possible for our domestic fisheries to develop and expand
and take their rightful pldce in the world fisheries.
Sincerely yours,
KxnNNETH O. OLSEN, Agent.
. Norra Coasr Szaroobs,
Oreg.

L4
————————

Senator RusszLL B. Loxg,
Chairman, Commilies on Finance
New Senale Office Buslding, Washingion, D.C.

Dxar 8in: We, the undersigned, ur ntly request your favorable action on
Ground Fish Quota Protection—8 #2411,

We believe you have been contacted by Oregon Senator Thiel regarding the
reading of his comments into the record at the next hearing.

Your help and cooperation will be most greatly appreciated.

Yours truly,
' Norra Coasr Skaroobs,

- Portiane Fisa Co.
Paciric Ssaroops Co.
Cuas. Brer Co.
Prancice Fia Co.
OLLzr Frsa Co.

pm——

Bosron Fism Mamxxr Conp.
Boston, jlm

Hon. RuasmiL P. Lona,
ate Finance Commiliee, ]
ew Senate Office Buslding, Washington, D.C.
Dzan SsnaTor Lona: I should like to urge favorable oonsideration for the
‘‘Quota Import Bill on Fishery Products’ legislation which is now before your

committee. )
I am certain that unless moderate restrictions such as those proposed by the
bill are imposed very soon, the United States public will be almos entirely de-
pendent on foreign sources for their products. The impact of suoch a de-
velopment caa mean nothing but serious harm not only to our industry but to
our ce of trade as well. )
Thank you for attention to this bill. .

Respectf ours. . . L ;
pectt yy L . - Taomas A, Furaan, Presiden).

S1ATEMENT SUBMITIED, FOR THE PENNBYLVANIA CANNERS aNp Faop Procxssons
Associarion, Musaseox Cannene Coupprras N

In response to your press release of September 29, 1967, the Mushroom Can-
ners Committee os; thepPennsylvania Canners and Food rs Association
welcomes the invitation to e ita organisation on record in vigorous support
of the pending legislation which imposes reasonable import quotas & & number
of important commodities. . . : ‘

The Mushroom Canners Committee is com: d of the nation’s major mush-
room growers and canners, and its memberskip accounts for approximstely 75%,
of eur domestic &roduo,tlon of canned mushrooms. The problems whica this indus-
ry has had . with cheap Formosan imports is fuly documented in records pom-

T T .
. L RS M oy 0
Coe DS [ P T NPT
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led in p before the United States Tariff Commission and the

msident nlomm‘.ion Committee

Following the introduction of mushroom production into Formoea by our
AID program imports from tlnt country soared to unprecedented levels. The

gT
l’ollow‘i)n chart vividly the unrestrained assault which cheap Formossn
imports have made on ) the U ted Statu market: .
. Volume
Year (in pounds)
1960._.... becmmecmcecaana hetccmcmcsceecevemaamomeen———. None
196] . e ececcccccccccccecccacacomoeccmean 659, 707
1962 e cceccecaceccceccrccccaceanaa ccceromcecnena 8, 379, 209
.................................................... 11, 251, 949
1064 oo eccccecraccccccacamcccnema————— 8, 698, 283
1085, e ececccccccccceceescacmnerem—ea————— 11, 569, 517
1968 oo ccccccccccccccecccccecceemca———— 12,771, 980
1967 (8 months) ..o cceccccccccccaaccaaan 13, 944, 386

This onslaught of Formosan mughrooms has driven some domestic producers
out of business while the remaining producers have been foreclosed from any
participation in the expan American market which they

Attempts by this industry to invoke the so-called relief provisions "of the Trade
Expansion Actggd the Agricultural Act of 1956 have been singularly unsucccssful.
Despite a clear showing of injury.k tbeenforthoommg cause of the
hyper-technical manner ip- wiff Commission has chosen to
implement a?'our leg ereBbing to note that the volun-
tary restr ' ng the pendency of our case
before the Tariff €ommission have evaporated and in b.are oontinuing their

unrestrained up#ard spiral.
The record 0f our mdustry gud other induBtsies with the assigtance provisions

of the Trad¢ Ex ion Agi-tias been §iss poin hg. These provigions while well
intentioned’ by the Congress hnv been d tort.ed py those who adyinister them,
With this ....,..;,. import quotas huoh as those
pending Jefore the C¢ mxmtteere eRe realm)ic\solutionto very grave
situatior/, which herefofore-hs : b bythe esponaibl ments of our
gn' ngnent, Ete s‘lixbxmt dghat " . b nol & one-way sn&et tan
eq y eman: b B¢ e Ly
belore e Commijttee. We Jrgy on tg:

pend bﬂhmd
thg DASBALe d“atri“
with injpa
6 (} LR
om, Mass. _
Beuator Loya e i
Washingion, -

Dzan 8pnaTOR LoNG: Respect! uest that a quots’ im K exy. ‘
modambegiven favorabledomiﬂyb;“;ourcomi o Pﬂ‘t‘ﬂ'h)y

. ;
L e

TELEGRAMS Bncmnn N Sofvowr or S 2411

N " . I"- .lFl. i x! P

Asrvik, Sig; Seattle, Wash, ™ <
Ackert, James, president, Atlantic Fisherman's Ugion, quton,Mag‘.

Andgraon, Byron, Kureka, Calif, ., o000 i o1 B0
- . . .’ it l:; 9
Ballard Oil Co., Seattle, Wash. SRS

N



170 IMPORT QUOTAS LEGISLATION

Bisho, Edward, Eureka, Calif.

Brown, Fred, Eureka, Calif.

Bushnell, Claude, Eureka, Calif.

Degler, H. A., International Sales Corp., Seattle, Wash.
Fishing Vessel Owners Association, Pier 59, Seattle, Wash.

Geary, E. QG., Jr., secretary, Fishermen's Marketing Association,
Astoria, Oreg

Grotting, Arne, Eureka, Calif.
Harvey, Dr. E. W., administrator, Otter Trawl Commuission of Oregon.

H(())rgan, V. W., secretary, Seafood Dealers Association, Inc., Astoria,
reg.
Humboldt Bay Fisheries Association, Eureka, Calif.

Humphrey, Gordon, agent, National Maritime Union, Port of Boston.
Iceland Boat Co., Inc., Seattle, Wash.

Jacobson, E. E., Seattle, Wash.

Jensen, Bjorn C., Seattle, Wash.

Jensen, Jens, Edmonds, Wash.

Johansen, Knute, Seattle, Wash. -

Jones, Harold, Kodiak, Alaska.

Kindred, Jim, cha.xrman, Chamber of Commerce Fisheries Committee,
Asbona, .

McCauley, Jack, Eureka, Calif.

Mineo, Michael, president, Domestic Seafood Producers Association
of New Englans Gloucester, Mass.

Nll(c‘kemon, Howard W., Seafood Dealers Association of New Bedford’

Northwest Fisheries Inc., Seattle, Wash.

O’Keef, Dick, executive secretary, Congress of American Fxsherman,
Sestt.le, Wash. | - o
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Orme, Jesse M., manager, Fisherman’s Marketing Association of
Washington, Seattle, Wash,

O'Rourke, Huil,:‘ F., executive secretary, Boston Fisheries Association,
Cambridge, Mass.

Ostensen, Jacob, port agent, New hedford Fisherman’s Union, New
Bedford, Mass.

Phebus, Fred L., secretary-manager, Fisherman’s Marketing Associa-
tion, Eureka, Calif. tary ’

Reinhardt, D. E., Halibut Producers Cooperative, Seattle, Wash.
Reinholdtsen, Arnold, Seattle, Wash.
Richardson, William, Seattle, Wash.

Riley, Edward, Boston port agent, Seafarers International Union of
North America.

Riley, James, Arcata, Calif.

Sea Products, Inc., Seattle, Wash.
Skolfield, Emery, Kodiak, Alaska.
Strand, Harold, Eureks, Calif.
Tradewind Fishery, Inc., Kodiak, Alaska.
Wilson, Arthur, Eureka, Calif.

Young, Richard, Eureka, Calif.






HONEY IMPORTS*

i CONGRESS
2§, 2217

IN THE SENATE OF THE UNITED STATES

Avausr 2, 1967
Mr. McCartuy (for himself, Mr. Cutrenr, Mr. Harr, Mr. Newsox, and Mr.
Hruska) introduced the following bill; which was read twice and
refarred to the Committee on Finance

A BILL

To amend the Tariff Schedules of the United States to increase
the rate of duty on honey, and to impose quotas on the quan-
tity of honey which may be imported into the United States.

Be it cnacted by the Senate and Iouse of Representa-
tives of the Unitod States of Ameriod in Congress assembdled,
That (a) item 155.70 of the Tariff Schedules of the United
States (19 U.8.C. 1202) is amended by striking out “1¢
per 1b.” and inserting in lieu thereof “3¢ per Ib.”,

(b). The -amendment made by subsection (a) shall
apply with respect to articles entered, or withdrawn from

B W N

(]

- warehouse, for consumption on or after the date of the enact-

© ® = &

"ment of this Act.
i1

*Communications received by the committee on this subject, pp. 176-178.
173
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2

Sec. 2. (a) The total quantity of honey which may be
imported into the United States in the calendar year 1968 or
in any subsequent calendar year shall not exceed a quantity
cqual to the average annual quantity of honey imported into
the United States during the years 1961 through 1964, in-
creased or decreased by the same percentage that the esti-
mated domestic consumption of honey during such calendar
year is greater than or less than the average annual domestic
consumption of honey during the calendar yecars 1961
through 1964. In determining the quantity of honey imported
into the United States, and in determining the domestic con-
sumption of honey, there shall be included the honey content
of any article containing honey.

(b) The Secretary of Agriculture shall, before the be-
ginning of the calendar year 1968 and each subsequent
calendar year, detcrmino, publish, and certify to the Secre-
tary of the Treasury the total quantity prescribed by subsec-
tion (a) for such calendar year.

(¢) The Secretary of Agriculture shall allocate the total
quantity of honey which may be imported in any calendar
year among supplying countries on the basis of the shares
such countries supplied to the United States market during
the five calendar years immediately preceding such calendar
year, except that due account may he given to special factors

which have affected or may affect the trade in such articles.
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8
(d) The Secretary of Agriculture shall issue such regu-
lations as he determines to be necessary to prevent circum-
vention of the purposes of this section. All determinations by.

the Secretary of Agriculture under this section shall be final,

175
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(The following statement was submitted by Senator Harris a U.S.
Senator from the State of Oklahoma:)

STATEMENT 0 CLARENOE L. BENSON, CHAIRMAN OF THX LEGISLATIVE COMMITTEE,
AMERICAN BEEKEEPING FEDERATION

I appreciate the privilege of presenting this statement relative to the importa-
tion of honey and the effect of such importation on the Agrioultural economy of this

country.

Although honey is a delicious food and beeswax is used as the primary ingredient
of all the better casmetios, it would probably not be too difficult to do without
these two products. We cannot, howeve

function as a pollinator as one billion do|
pletely dependent on their pollinating activity and six

r, do without the honey bees necessary

\lars worth of a%iculwral crops is com-
illion dollars worth of

agricultural ?‘roduction is benefited by such activity.

Following

a list of crops that cannot be produced without bee pollination.

Persian melon

Alfalfa
Clovers: Pumpkin
Sweetclovers: Squash
Annual: White atermelon
Annual: Yellow Carrot
Hubam Celeriac
Sour Celery
True clovers: Parsley
Alsike Parsnip
Arrowleaf Asparagus
Ball Buckwheat
Berseem Lotus
Crimson Sunflower
Persian Fruits and nuts:
Red Almond
Loeper "“‘(‘é‘&m AbReot
osa prico
Tty Avoesco
o Ty
Garlic Blueberry
Leek Cherry
Onion Chestnut
Broccoli Cranberry
Brussels sprouts Dewberry
Cabbage Gooseberry
Cauliflower Gnﬁ
Chinese cabbage Huckleberry
Collard Macadamia nut
Kale Mandarin
Kohlrabi Mango
Mustard Nectarine
Radish Passion fruit
Rape Peach
Rutabaga Pear
Tun'z’x‘;l) Persimmon, native
Cantaloup (muskmelon) Plum
Cucumber Prune
Citron Raspberry
Strawberry

Honeydew melon

It is ag nt that the elimination of the above mentioned crops would be
e ent of Agriculture states that it is necﬁe‘sgry tt:
. Their 8

unthinkal
tistics show that for

. The U.8. De,
to maintain a large population of honey bees for pollination purposes
past many years the number of colonies of bees_has
been declining. Honey prices have also declined. Imgorts of honey into the U.8.
from areas of low cost production has been a contribu

We therefore urge the Committee to give every possib
request to increase the import duty on honey and to establish quotas.

ting factor in this decline.
consideration to our
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Srarement or R. B. WiLLsoN, len&u{;m-r, R. B. WiLLsoN, Inc,, NEw YoRrk,

As president of R. B. Willson, Inc. of New York, a company which is believed
to be the l:aeet exporter of American honey and the largest importer of honev
in the United States, I am grateful for the privilege of filling my statement on
8. 2217 with the Finance Committee of the United States Senate, and I request
that my company’s statement be made a part of the official record of the hearings
on import quota legislation. .

I have long been associated with the American Honey Industry, have twice
been president of the National Honey Packers and Dealers Association, twice
chairman of the Honey Industry Council of America and am currently and
have been for about ten years chairman of our industry’s research committee to
which is entrusted the self-raised sums for our own private research,

8. 2217 by Senators McCarthy, Church, Hart and Nelson has two key features.
It would raise the tariff on imported honey from its present one ocent per pound
to three cents pound.

It also would establish import quotas on honey brought into the United States
based on the years 1961 through 1964, and decreased or increused by the same
percentage of consumption of honey during the years 1961 through 1964.

As the largest American exporter and importer of honey, it is our considered
judgment that this legislation would be detrimental to our nation and harmful
to the two friendly countries who export honey to the United States. In brief,
this bill is aimed at Mexico and Argentina, the two foreign lands who export about
95 per cent of the honey that comes into the United States.

t us examine the real situation regarding honey imports.

U.8.A. honey production for the years 1963 throu{l’n 966 averaged 280,000,000

gound- per year (all U.8. statistics quoted are U.8. Government published

gures). Our exports during that period averaged 153,576,883 pounds per year.
Our imports of honey during the same period averaged 7,600,000 pounds per year,
7,976,883 pounds less per ‘yw than our exports, and our average annu imports
of honey are only 2.7% of our average annual production.

But suppase someone insists that this tiny percent of imports does depress
prices at e. The honey from Mexico, our largest supplier of imported honey
{ear in and year out, is used solely for industrial purposes in our ocountry, most of
t entering the United States along our Atlantic seaboard, lesser quantities through
the Port of New Orleans, but all of it well removed from our major sources of
honey production. None of it to the best of our knowledge is used for packing honey
in jars that one finds on the shelves of our grocery stores and supermarkets.

ut some honey producer may say it is not that industrial honey that bothers
us—it's honey from tina. Let us examine this argument.

Our ave annual imports of table quality laomle;e from Argentina for the
5-year period 1962 through 1966, according to U.8. Department of Agriculture
published figures, was just about 2% million pounds, or less than 19, or our
grodncu'op of honey in the United States. This is a tiny percentage o? honey.

urely this amount of imports cannot be considered a menace to the welfare of
the American honey industry.

But suppose the argument is made that even though these quantities of imports
are smdl they nevertheless have a depressing effect on our market and thus
causo distress to U.8. honey producers. Let us therefore put this to still another

test.

In this land of ours, honey, like the basic crops cotton, corn and wheat is under
mandatory price support. Honey, a minor agricultural crop is supported to en-
courage the keeping of an abundance of honeybees that will fnaure llination
of more than 100 important fruit and seed crops valued at one billion dollars
annually by the U.8.D.A. in_their publication, Beekeeping in the United
States, Agriculture Handbook No. 335. Wherever a greater concentration of
bees is needed over what is normally present in the United States, there are
beekeepers eager to move their bees into the orchard, or melon farms, or alfalfa
fields—for a fee—and thus add to their incomes from their bee colonies. There
is no shortage of bees for pollination in the United States today:.

And government price lufeport levels are now and for several years have been
above world market price levels. And like cotton, corn and wheat, honey is

a world commodity.
Were there distressed honey about our country, were there large quantities of
honey for which there was no market at good prices, our producers would have no
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major worry, because all they would have to do is turn that honey over to the
federal government at support prices. But is there in fact a large quantity of honey
being turned over to the federal government? We have a letter from the United
States Department of Agriculture dated Jnlg 26, 1967, givin% the quantities of
honey taken in by our government through the crop years 1962/1965. They aver-
age 1,319,000 lbs. or less than % of 1%, of our national production. Once again we
are dealing with trivial quantities of honey that cannot conceivably be the cause
of any possible distress to the American honey producer.

A final aspect of this proposcd legislation that needs examination is what would
its effect be on our international relations? As pointed out, this means Mexico and
Argentina—two friendly neighbors in Latin erica.

his re??uest for an unprecedented quota comes when we are in the era of the
Kennedy Round in international negotiations for trade. This is the era of breaking
down trade barriers, not putting them up higher than ever before.

In Yucatan from whence comes most of our Mexican imports, honey production
twenty vears ago was a mere 300,000 pounds. Today the nectar rich jungles of
that land are yielding 30,000,000 pounds. The gathering of this great natural
product has been accoinplished by the Yucatan people 1009, with their own re-
sources, with not one cent of Point IV or Alliance for Progress aid. For the first
time in their existence the poor and alost penniless rural people of Yucatan
have a cash crop, because when they sell their honey they sell for cash only.

Are we going to shut the door on these people—our next door neighbors who
have with their own intelligence and industriousness turned this natural resource
of their jungles into so much self-help—so much improved living?

Mexico has little to export to us except her agricultural products. According to
the Statistical Abstract issued by the United States Department of Commerce
United States exports to Mexico in th last three-year period (1964-1965-1966)
averaied $1,125, 000 per year. United States imports from Mexico, on the
other hand, averageé during the same preiod, 677 million dollars per year, leaving
a balance of trade in favor of the United States of 448 million dollars per year.

Even more striking is the picture with Argentina. Our trade with that country
is only about one quarter what it is with Mexico, but the balance of trade for
seven years 1060 through 1966 totaled over $1,250,000,000 in our favor. And here
also the Argentines can ship practically 100% agricultural products only such as
meat, skins, fruits and honey.

Should we not ask ourselves, is it proper, is it considerate, is it fair to place a
quota on these honey imports that do not really hurt us, especially with countries
hke Mexico and Argentina with whom we enjoy over a half-billion dollars a year

balance of trade in our favor?
The answer to this question is self-evident. There is no distressed situation

with the honey producers in the United States and our friendly neighbors from
whom we buy and import small quantities of honey but with whom we enjoy a
highly profitable balance of trade, need our encouragement, not penalising quota

le?ala' tion.
respectfully request that the commodity honey be eliminated from considera~
tion in the matter of restrictive quotas and that the tariff on honey not be in-

creagsed, and that S. 2217 not be approved by this Committee.
The CrairMaN. Now that concludes the committee’s session for
today. We will meet again at 10 a.m., tomorrow, to take testimony

on oll, orderly marketing, and lead and zinc.

(anereupon, at 3:30 p.m., the hearing was recessed, to reconvene
at 10 a.m., Thursday, October 19, 1967.)

(Following are communications received by the committee express-
ing views on import quota legislation for various agricultural com-

ing
modities:)




COMMUNICATIONS RECEIVED BY THE COMMITTEE EXPRESSING AN
INTEREST IN IMPORT QUOTAS LEGISLATION ON VARIOUS AGRICUL.

TURAL COMMODITIES
U.8. SENaTE,
CoMMITTER ON INTERIOR AND INSULAR Arrams,
Washington. D.C.

Hon. RusseLr B. Long,
Chairman, Senate Finance Commiliee,
New Senate Office Building, Washingion, D.C.

Dxar MR. CeAIRMAN: Import control legislation, the subject of hearings your
Committee is now holding, is of vital concern in manwarts of our economy.

I know you want to close the record soon and get on with the important business
of introducing legislation. Therefore, I won’t comment on all the import legialation
I am co-sponsoring, but I would like to say a few words about agricultural imports,
which are of special concern to my state.

Early in the session, Scnator Proxmire introduced 8. 612, to curtail dairy imports.
We all pointed, at that time, to the tremendous increase in these imports the past
few years. Of course, everyone was happy when the President, under authority
of Section 22 of the Agricultural Adjustment Act, moved during the summer to

cut down these imports.

But the real problem still remains: Section 22 itsclf. The specifications on incom-
ing dairy commodities under this law have been revised and refined, but the
reeouroe{ulneu of foreign producers has enabled them to find new loopholes. For
example, when action was taken to bar articles containing 45;%, or more of
butterfat, almost at once a 449, mixture started to flood the country from overseas.

Added to these loopholes in the law itself is the fact that many of these forei

roduct: receive an export subgidy which enables them to be sold on the world
market far cheaper than they can be sold in the country where they are produced.
Thus, American farmers are competin%nagainst. artificially low prices.

The only answer I can see for a last gsg(-)luuon is prompt enactment of S. 612,

Mr. Chairman, in 1964 we passed P.L. 88-482 to cut down the volume of foreign
beef coming into this country. That law, which r:gresented & compromise and
was much less than some of us wanted, has now shown itself to be completely

ineffective.

The 1964 law set up a system for determining a base quota, and a “trigger
point,” beyond which further im&m would be curtailed. That this law has
never worked is shown by the fact that no quotas have ever been imposed under it.

What is wrong? For one thing, the 10 per cent “over-run” between the base
quota and the “tri point” should be gotten rid of, so the quotas can be
immediately invoked. The base quota is probably too higfx to begin with, and the
provisions requiring the Secretary of Ag‘Ezrulture to make estimates for the coming

ear ought to be changd. Any o?ricultural estimate is very risky, as we are
Xnding out; and some other method has to be found.

As you know, most of these meat import revisions have assed the
Senate once, as an amendment to the Investment Tax Credit bill. The margin
of that vote showed a widely-felt need for revision of the law. I'm convinced that
now is the time for the revisions to be written on the statute books.

Mr. Chairman, there is not a large number of mink farmers in Idaho, but I
believe 1 must have either heard from or talked to every one of them. T’hey all
told me that im) mink pelts are ruining their mink business.

The mink industry is, of course, highly dependent on changin¥ fashions and

neral economio factors. Anyone entering this business on a full-time basis
?:ceo risks that overshadow those producing foodstuffs. People must eat; they
do not have to buy mink coats.

8o the mink industry is vitally concerned about the current flood of im;
from the Scandinavian countries. I am told that the import of mink pelts duty-
free has risen over 50 per cent over the past five years. Many of these pelts are

selling at prices less than American cost of production.
' 179
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The proposal before the Senate would allow mink pelts to come in duty-free
until the total is equal to 40 per cent of our domestic consumption. This is a fair
proposal, and is deserving of support.

I appreciate this opportunity to comment on some of the problems being raised
by unrestricted agricultural imports in my state, and what might be done. But
these are not the only problems. I understand that lead, sinc, honey, and textile
import legislation may also be included in the bill to be introduced next week.
In the interest of brevity, I have not commented on these import problems, but
that does not lessen in any way my support for quota legislation affecting them.

I commend you and your committee for prompt action on these vital problems,
Mr. Chairman.

With best personal regards.

Sincerel .
o FRANK CHURCH,

STATEMENT BY Hon. Jack MILLER, A U.S. SaNATOR FroM TEE STATE OF Iowa

Mr. Chairman and members of the committee, this statement is being filed in
support of several bills before the committee of which I am a co-sponsor. All have
& common 0faurpose, namely: to prevent foreign exporters from taking unfair
advantage of the liberalized trade policy of the United States.

Our national policy on trade became crystalized with the passage of the Trade
Expansion Act of 1962. The Congress determined that the economic growth of
our nation would be assisted by the reciprocal lowering of trade barriers with our
trading partners in the General Agreement on Tariffs and Trade. There was no
intention that this lowering of trade barriers be a one-way street. Nor was there
any intention that the economic principles involved in the free trade concept be
permitted to be vitiated by non-trade barriers or dumping practices of trading
partners paying only lip service to a policy of liberalized trade.

The position of our negotiating team during the recently-completed Kennedy
Round of Negotiations was not one of seeking to acquire an unfair share of the
increased domestic market of our trading partners. This was made clear, for
example, with our request that the Common Market countries assure us of a
guaranteed access for our grains on a percentage determined according to a rep-
resentative base period. This percentage would remain fixed, but as the economy
and population of these countries grew, the volume of our grain exports within
this g:ed centage would also grow. At no time did we su that imports
from the United States take over a larger share of a country’s increased domestic
consumption, much less take over all of it. Unfortunately the Common Market

rejected our prog:m\L

he point to be made, however, is that the bills of which I am a co-sponsor
take the same approach as the one our negotiators took with respect to the
Common Market. Contrary to some reckless and superficial statements which
have appeared in the press, these bills very clearly call for a continuation of foreign
imports, and in very substantial amounts. They have nothing in common what-
soever with the uneconomic protectionist position of the Smoot-Hawley Tariff
Act of 1930. But they do make it clear that, as our domestic consumption for
various commodities increases, our trading partners cannot abuse our liberalized
trade policy by taking over an unfair share, or all, of this increased domestic

consumption.

Mostppeople are persuaded that liberalized trade holds the key to future eco-
nomic growth and better relations of all countries of the world. Overreaching and
abuse by some foreign exporters should not be permitted to destroy this oppor-
tunity. Favorable action on these bills will prevent this from happening.

STATEMENT oF SENATOR Groras McGovErn

AGRICULTURAL COMMODITY IMPORT QUOTAS ARE JUSTIFIED AND NECESSARY

Mr. Chairman, and members of tha Senatc Finance Committee, for a good many
ears members of the international community have understood that the United
tates, with the capacity to produce agricultural commodities far in excess of its

o uirements, has an agricultural price support problem.
w'i’lh?;lare officially aware of this because tarig laws provide for the modification
of import conditions whenever imports threaten the success of an agricultural
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price policy. We have on some occasions, through existing machinery, imposed
quotas on agricultural commoditics which are under price supports in this country,
negotiated import limitations or quotas for commodities not protected by formal

rt programs, and enacted legislation such as the meat import limitation

rice sup,
w of i065, which I co-sponsored, for the protection of farm commodities not
protected by formal support programs.
U.S. agriculture is in a period of great distress. Farm prices are lower than they

were in 1947—twenty years ago. Farm costs have risen more than one-third since
1947. Farming enterpriscs are disappearing at the rate of about 100 thousand a
year, with a very serious effect on our whole social structure, threatening the
existence of munﬂ of our rural communities, and aggravating the problems of

ich displaced rural people have been flocking in recent years.

major citics to w .
ecause of international understanding of our farm price policics, most nations
recognize the necessity of our protecting an agricultural plant which controls its

production and thcreby benefits other nations as well as its own producers. 1
therefore recommend to this Committee that it report favorably to the Senate
measures to achicve: (1) a tighteni of meat import restrictions, (2) mandatory
dairy import restrictions which will make evasion impossible by modification of
the nature of the product, (3) a limitation on honey imports, or an increase in the
tariff rate that will protect the price support program at a profitable level for
domestic producers, and (4) a limitation on the importation of mink skins to not

more than forty percent of our domestic use.

Meat impurts
On April 19, 1967, I introduced an amendment to the Investment Tax Credit

bill to tighten our meat import law which was approved by the Senate by a 55 to
19 vote after considerable debate. It reflected clearly a sizeable Senate majority
for such action. The amendment sought to achieve objectives identical to those
&roposed in the bill subsequently introduced by Senator Roman Hruska of

ebraska, myself, and others, 8. 1588, with one or two exceptions. Senator Hruska
has discussed the bill with this Committee in detail, so I shall not repeat the
data and facts he presented.

My amendment proposed a mandatory limitation on lamb imports rather than
leaving such restriction to administrative discretion. Lamb imports have risen
steeply and a limitation is in order using the same base period as for other meat
im us a share of our ?rowth in use. I think such a provision should be added
to the Hruska bill. I also feel that a limitation on canned and other processed
meats should be written into legislation rather than leaving it to the discretion
of administrative officials. There are indications that imports of such canned

and meats and meat products may be used to escape limitations on

specified types of meat, just as Colby cheese, sugar-butterfat mixes and other

g‘ezmr ug&s have been used in the past to escape limitations on familiar types
'y products.

My views on beef imports, and those of other Senators, can be found at con-

siderably greater length in the Co ional Record of April 19, 1967, on pages

8-5513 and S-5530, where the debate on my amendment to the Investment

Credit Tax bill is recorded.

Dairy imports
Because administrative limitations on dairy imports, impoeed to protect our
dairy price support programs have been avoided in the past by the production of

commodities and mixes not spccifically covered by current regulations, I feel it is
very important to cnact a mandatory overall dairy import limitation stated in
terms of total milk equivalent. I testified in favor of 8. 612, which is sponsored by
a majority of members of the Senate, on May sixtcenth. My statement appears on
pages 16 through 20 of the Senate Agriculture Committee’s published hearings on
the Dairy Import Act of 1967. I would like to make that statement on the dairy
import problem on that occasion a part of the record of this hearing and am at-
taching a copy of the hearings cited, containing my statement and many others.

Honey imports
Producers of honey in the United States are in an extremely serious cost-price

squeese. They render a service to agriculture beyond the production of a desirable
commodity. are an important pollinatmlg xent. In the absence of bees
many crops would be very seriously affected. Producers of a number of cro psare
alread.- finding it necessary to arrange for commercial honey producers to locate

85-468—67—pt. 1-—14
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hives in their fields during pollinating periods. The honey industry is consequently
essential to us for more than the H;o uet it markets.

Because of the importance of this industry, we have a price support program.
The current price support level is inadequate, and should be increased. Neverthe-
less, the success of the program is seriously threatened by imports. This spring
when our price support was 13.4 cents per Kgund on No. 1 honey at the production

ocint the Commodity Credit Corporation had to take over several million pounds
cause imported honey was being offered for 1214 cents per pound, duty free
f.0.b. Chicago. This was 1}4 cents more above the delivered, price support lev

at Chicago.

In pursuance of our policy of using imm limitations to protect price support
operations, import limitations could have been imposed administratively on honey
somectime ago, but they have not been. When and if honey price support levels are
increased to a level just to producers, the need for import limitations will, of course,
be intensified. While some spokesmen for the honey industry advocate an in-
crease in the tariff rate, limitations based on a roger share of the market for
imports seem to me to be much more advisable. If there is an adjustment of the
price support to an adequate level, any tariff rate based on the current situation
might prove inadequate and rate is not so important as the total volume of
imports.

Mink skin imporis

The domestic mink industry is seriously threatened by rising imports. A large
proportion of domestic producers are ?oing to be forced out of production if present
Tuinous prices for skins continue. A limitation on total imports to 40 percent of
domestic use as progosed in H.R. 6694, attached, by Mr. Burke of Massachusetts,
is the best solution I have seen that has been proposed to meet this problem.

Demand for mink fluctuates rather capriciously, both with our economie level
and fashions. The allocation of a maximum saare of the market to imports would
give more certain grotection to our producers than an adjustment in the tariff rate,
which would not fluctuate with demand. Your Committee might very well con-
sider modifying the Burke bill to eliminate the high tariff rate on skins over 40
percent of requirements and making the percentage of demand limitation absolute.

World trade
It is my hope that the Committee will recommend a series of amendments to an

appropriate bill or bills permitting the Senate to consider changes in trade con-
ditions on ther merits of the case for individual commodities.

Restrictions on international trade should be imposed sparingly and with great
care only when clearly justified.

There 1s a great international effort to minimize trade barriers which the United
States should support to the extent possible. It is not possible to eliminate barriers
entirely in one step. Other nations are not prepared to do so. The international
community, by mutual agreement, is moving ?aduall toward that goal to
minimize economic disruptions in the countries involved. We are not expected
to let down all our trade barriers. M