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TRADE AGREEMENTS EXTENSION

WEDNESDAY, MARCH 9, 1955

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met., pursuant to recess, at 10: 05 a. m. in Room 312,

Senate Office Building, Senator Harry Flood Byrd (chairman)
presiding.

Present: Senators Byrd (chairman), George, Barkley, Millikin,
Martin, Williams, Flanders, Malone, Carlson, and Bennett.

Also present: Elizabeth B. Springer, chief clerk.
The CHAIRMAN. The committee will come to order.
The first witness is Congressman Curtis.

STATEMENT OF THOMAS B. CURTIS, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MISSOURI

Mr. CURTIS. I first want to thank you gentlemen for giving me the
opportunity to testify before you. I am here to testify in behalf of
an amendment that I proposed to the Reciprocal Trade Act in the
Ways and Means Committee. I am a member of that committee.

That amendment is on page 4 of the remarks that I made on the
floor of the House, so that you can follow it.

I want to explain the reason I have resorted to this little unusual
procedure of coming before the Senate Finance Committee in behalf
of this amendment.

The House Ways and Means Committee closed its public hearings
on a Monday at 7: 30 and immediately the next day went into executive
session to write up the bill, which was done in 2 days, giving the mem-
bers of the committee practically no opportunity to present and con-
sider the voluminous evidence that we had accumulated in our hearings
and to prepare our amendments.

In my opinion the amendment that I did offer and which received
considerable support in the Ways and Means Committee is rather a
simple one to understand but has very far-reaching effects.

I would like to ask permission, if I may, to put into the record here
my remarks and I have marked this for the stenographer there, be-
ginning on page 3 of the speech.

The CHAIRMAN. Without objection that will be done.
(The document referred to is as follows:)

EXTENSION OF RECIPROCAL TRADE AGREEMENTS AcT-SPE:ECH OF HON. THOMAS B.
CMRTIS OF MISSOURI IN THE HOUSE OF REPRESENTATIVEs FRIDAY, FEBRUARY 18,
1955

(Mr. Curtis of Missouri asked and was granted permission to revise and
extend his remarks.)

Mr. CURTIS of Missouri. Mr. Chairman, I take the floor primarily to discuss
a basic amendment I proposed in committee to H. R. 1, the extension of the

627



628 TRADE AGREEuth. ".- .

Reciprocal Trades Act. Unfortunately with the closed rule under which the
House in its wisdom, or lack thereof, saw fit to consider this far-reaching and
important legislation, I will not be able to offer this amendment for considera-
tion of the Committee of the Whole House. However, I am hopeful that by the
time this bill reaches the other body my amendment will be well understood
by the Congress and the people of the country, and that the other body will adopt
this amendment. I am hopeful by this time the executive branch of the Govern-
ment will begin to understand this amendment and adopt its principle and help
instead of hinder its passage. If this happens, then it is important that the
Members of the House know what the amendment is, so that if it is part of
the conference report, they will be aware of what they will be called to vote
upon.

Before I proceed to the amendment itself I want to discuss briefly some of
the procedures that have been used in considering H. R. 1 in the House Ways
and Means Committee and here on the floor of the House. I dislike the task
of criticizing my own committee for the procedures it has followed, but if such
procedure is improper and nonconducive to good legislation, as I believe is the
case, it will be only corrected in the future if it is pointed up in the present.

The House Ways and Means Committee finished lengthy and rather exhaustive
hearings on H. R. 1 at 7: 30 p. in., Monday, February 7, 1955. On Tuesday, the
chairman of the committee called an executive session of the committee and,
without explaining his program, proceeded to start reading the bill for explana-
tion. On Tuesday, February 8, 1955, the House had on the floor for passage one
of the most important bills of this session, the extension of the Selective Service
Act. I was deeply interested in this piece of legislation and felt as a Member
of Congress I should be on the floor to follow it. In spite of the suggestion that
the committee suspend its executive session during the House session the chair-
man announced that not only was it his intention to not suspend but that he
fully expected to have the bill passed out of committee by Wednesday evening.
As most Members will recall, the House and Senate were to be in a period of
agreed recess from Wednesday, February 9, to February 16, so that the Republi-
can Members could fulfill their commitments to speak around the country at
Lincoln Day observances in accordance with custom and tradition. The bill was
rushed through and passed out on Thursday.

There was no reason for rushing the passage of H. R. 1 without full con-
sideration by the committee. The Reciprocal Trade Act has several months left
before expiration and even an interim period between extensions has no actual
effect. There could not possibly be proper considerationn without the Members
having the opportunity of reviewing the hearings and in particular reviewing
the statements that were to be supplied for the hearing by various members of
the administration as requested by members of the committee at the time these
administration spokesmen testified. I had requested considerable additional
data from the various Cabinet officers and other high administrative officials
about important details of the administration of the Reciprocal Trade Act and
how it had operated over a period of time. The hearings will show the type of
information I requested and the value of the information that was so supplied.
Yet this information was of no possible value to the committee in its executive
session because of this undue haste.

Furthermore, without proper notification to the members of the committee of
what the procedure was to be in marking up the bill, many members, myself
included, were not ready with amendments they had in mind. I had intended
discussing the amendment I did offer and the one which I will discuss here today
with the proper officials in the executive department, but due to the shortage of
time I had no opportunity to do so.

I want to (all the Members' attention to the data contained in the committee's
report from pages 36 to 86 under the beading "Appendixes." This data is im-
portant data which should have been available to the committee before we began
questioning the administration witnesses so that we could ask questions concern-
ing it. The first I, and I believe any member of the committee, saw of this data
was when we read the committee report along with the other Members of the
Congress. However, this data placed in the report carries the implication that it
was matter considered by the committee and about which the committee asked
questions of the administration witnesses. As a matter of fact, it was just this
type of information I asked to be provided by the administration witnesses be-
cause their statements before the committee were couched in the most general
terms with little or no specific information. Having to ask the witnesses to
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supply the information later, of course, prevented the members from interro-
gating the witnesses about the accuracy or neanin ( of the information. ('tr-
tainly the data in the appendix was never subjected to scrutiny or questioning
by the committee.

There have been considered statements made ti the effect that the Randall
'onmissioll study and report was not s0 much a study as it was a procedure to

bring together such evidence as might be available to support the preconceived
notions of the majority of the commissionon. ilaxing read the Randall C'ommis-
sion report carefully and what testimony was available, I regretfully come to
the conclusion that these charges are well founded. I say regretfully because I
have the highest regard for the individual members if this Commission and I am
convinced of their sincerity and their profound belief that they are acting in the
best interests of our country. However, I amn convinced that the liest interests
of our country are only served by fairly and honestly studying the issues of the
day and by not reaching conclusions before studies are imide ('ertainly the best
interests are not served ly a commission directed to make a study and report
when it fails to do so.

I mention time Randall ('olmmission study and report because the identical pat-
tern has been followed by the Ways anmi Means committeee in its hearings and
executive sessions on 1I. R. 1. It is important that the Members of this Congress,
to whom we as a committee are responsible, know that we as a committee did
not make a real study of Ihese problems. The aliproailh was one of preconceived
notions and the hearings, as nearly as I can judge, were mere window dressing
so that the majority if tile conmittce could state that everyone who wanted to
be heard was heard. But, my colleagues, it is no hearing if the ears are (leaf; it
is ni4 executive session writing lipi the bill if you have to spend your efforts trying
to persua(le 1:, proxies instead of 13 colleagues present and paying attention to
the language of the bill.

There is a deadening niil dangerous attitude in the Government here in Wash-
ingtin which has 11"go through the notions of the constitutional legislative proc-
ess when what truly has occurred is that a very small group of persons in the
executive department have already made the decisions and written the legis-
lation. We are then just going through the formalities or the ritual, if you
please, of a republican society.

What, indeed, was the purpose of the closed rule? Was it indeed as the gentle-
man from Texas (Mr. Rayburn) said, when lie stepped down from the Speaker's
chair to exercise his prerogative as a Member to discuss the issue, because it was
traditional and necessary to have a closed rule on a piece of legislation like
H. R. I ? I respectfully disagree with the gentleman from Texas. It is true that
tax legislation and tariff legislation have come out under closed rules and, much
as I dislike closed rules, there is reason and understamling behind this tradition.

The gentleman from Texas gave the reasonin-it is to prevent logrolling.
Bitter experiences in the long ago past when taxes or tariffs came out under
open rules were called to our attention. But, my colleagues, the Reciprocal
Trade Act is not tariff legislation in the true sense of the word. It is procedural
legislation setting up the manner in which tariffs are to be written. It is legis-
lation delegating power to the executive branch of the Government and to the
Tariff Commission-an arm, I might state, primarily of the Congress. Now in
writing procedural legislation there is no reason for a closed rule. Certainly
the reasons applicable to tax and tariff legislation have no bearing on procedural
legislation. There is every reason why procedural legislation indeed should
always come out under a very open rule. Now it is no argument to say that
specific tariff or quota amendments could be offered to H. R. 1, because it would
have been quite easy for the Rules Committee to have given a rule with that
specific restrictive feature in it. No, my colleagues, the reason for the closed
rule, in my opinion, is the same as the reason for the closed minds of the majority
of the Randall Commission and the closed minds of the acting majority of the
Ways and Means Committee. The reason is that these people whose directions
are being followed, whoever they are, think that they know what is best for our
beloved country, and, I say, perhaps they do. But I say if what they think is
best for our country is so surely right why are they unwilling to submit their
reasons and their facts to honest study and public scrutiny and true debate?

I personally think that this group, whoever they are, are tragically wrong and
in their willfulness truly dangerous to the welfare of our country. Sooner or
later the people of this country must rise up and ask that honest forthright
studies be made and true debate be had on this matter or else I fear we will
end up in disaster.
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I think I can bring out these thoughts in discussing the amendment I had
proposed to the bill and which the administration spokesmen stated was right
in objection, as had the Randall Commission, but so delicate to handle that
nothing could be done about it. I hope you will consider it and make up your
own mind upon its practicality.

You will notice that the plea for my amendment is largely based upon the
same premises professed by those who want H. R. 1, as is, unchanged, that is,
to increase world trade, to build the economies of the nations outside the Iron
Curtain, to make friends of the peoples of these nations and to check Communist
infiltration into those countries. I charge that the policies we have followed
in the immediate past have not increased world trade as it could be increased,
have not built the economies of these nations as they should have been built and,
indeed, have not generated the real friendship of the peoples of these countries,
nor have they stemmed Communist infiltration into these countries.

I had the Legislative Reference Service of the Library of Congress collect some
data for me about the countries abroad from which I derive the following con-
clusions. Thre are 71 countries outside the Iron Curtain which we erroneously
refer to as the "free" world. Of these 71 nations 49 of them are outwardly or
actually dictatorships or close oligarchies and the majority of them cannot
even pass under the term benevolent dictatorships. Of the remaining 22 nations,
most of them truly have some claim to the adjective "free" as far as their
political governments are concerned, but, certainly as far as the economic control
of several of them is concerned, it is oligarchic and a small percentage of the
nation is living off the backs of the other 99 percent. Fifteen of the dictator-
ships of the 49 have a per capita gross national product of less than $100.
Eleven less than $200; 10 less than $300 and only 2 more than $500. Compare
this with the United States per capita gross national product of $2,233 and
you begin to get the picture. Of the 22 nations which have some real claim
to freedom, eliminating those which are tied up in an economic oligarchy, there
Is not one with a per capita gross national product below $500. And many of
them are above $1,000. The highest is Canada with $1,625.

Now I wish we had the studies available of the internal economies of these
allegedly free countries just to see what the spread of wealth actually is as far
as the bulk of the people of each country is concerned. This is the data we
must know if we are truly going to do something to raise the economy of these
countries. This is the kind of data the Ways and Means Committee should
have been getting and studying.

Surely we should know by now that merely increasing trade with country X
which goes into the pockets of dictator Y and his henchmen does not make
friends of the people of country X for us. Quite the contrary, the people
could say, and with some truth, that we help keep dictator Y on their backs
and the Communists you may rest assured play this theme for all it is worth.
And a look at the world today should surely tell us that this line has met with
some success. "Yank go home" has a basic meaning which we are foolish to
ignore and not try to understand.

My amendment proposes reciprocal trade in the purest meaning of that
phrase. For, in this plan, reciprocity means that all participants in trade
agreements-the nations, the industries, and the workers-share the benefits.

It is a simple plan. The exact language of the amendment is as follows:
"On page 1 at line 5 after section 2 insert A; at line 9 after the period insert

the following:
" '(B) No reduction in any rate of duty or binding of any customs or excise

treatment or other concessions hereafter proclaimed under section 350 of the
Tariff Act of 1930, as amended, or under section 5 of this act shall apply to
any import within the product class on which the concession has been granted,
in the production of which any employee was employed at wages at an hourly
rate less than the minimum rate in effect in the United States under section 6
of the Fair Labor Standards Act of 1938, as amended (29 sec. 206), at the
time of the production of said import provided, that the President may provide
by Executive order with respect to a trade agreement that during the first 36
months after such agreement becomes effective it may apply to imports in
the production of which employees were employed at less than such minimum
rate by the rates prescribed therein which shall be not less than 60 percent of
such minimum rate for an initial period of 12 months, not less than 70 percent
of such minimum rate for an immediately ensuing period of not more than
12 months, and not less than 80 percent of such minimum rate for the remainder
of such 36 months or such part thereof as the President may prescribe.
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"'(C) The President is hereby authorized to delegate to such Federal official
or officials, or agency or agencies, as he deems appropriate all functions inci-
dental to carrying out subsection (B) of this act, and to promulgate such rules
and regulations as he deems necessary for its administration. The determina-
tion of the United States equivalent of wages paid in foreign currencies shall
be calculated on the basis of the paying rate on New York as proclaimed by the
Federal Reserve Bank of New York.
" '(D) With respect to foreign trade agreements entered into prior to the

effective date of this act under section 350 of the Tariff Act of 1930, as amended,
any reductions in a rate of duty, or binding of any customs or excise treatment
or other concession shall be made only in conformity with the policy estab-
lished in subsection (B) of this act, unless authorized by the provisions of sec-
tion 350 of the Tariff Act of 1930 as such provisions existed on January 1, 1955.'"

But let us translate that a little differently.
In effect, the amendment states that foreign producers who want to reap the

lush benefits of the United States markets must qualify by passing on a part
of those benefits to their workers by paying wages pegged to the legal minimum
wage scale of American workers-the workers with whom they are competing.

It is that simple. It requires no charts or graphs for complete understanding.
No high-domed economists are required to explain its operation. It is a 2+2-4
equation.

A CHAIN REACTION OF BENEFITS

The idea embodied in the amendment is simple, but it has the ability of
setting off chain reactions that could affect the economic and political welfare
of the world. One needs to dwell only briefly upon the far-reaching implica-
tions of the amendment to understand the contributions it could make toward
perpetuating the American way of life at home, and to disseminating its advan-
tages abroad.

Let us take a look at what happens when you raise the wages of foreign
workers so they are more in line with the legal American minimum scale. The
chain reaction is something like this:

First. American business and labor get protection from the unfair compe-
tition which stems from foreign manufacturers' Dark Ages policy of paying
sweatshop wages.

Second. Foreign workers, with their wages increased, have greater buying
power, can enjoy a standard of living more like our own.

Third. Foreign manufacturers feel the effects of the increased buying power,
find an overexpanding market among the workers who now must spend most of
their wages for bare necessities of life.

Fourth. United States manufacturers also benefit from the increased income
of foreign workers, finding broader market for exported goods.

Fifth. Communism, which feeds on the unrest caused by the unfulfilled desires
of the have-nots, finds its economic doctrine has little appeal in nations where
workers are well paid and share more of the fruits of their own labor.

WILL THE PLAN CHANGE THE FOREIGN PICTURE?

You may ask: "Why do you think the plan would work in foreign countries just
because the capitalistic system has proved so successful in raising the living
standards in the United States?"

Why not? America's high living standard today is based entirely upon the
basic principle provided in the amendment: The principle that only by providing
the vast majority means of buying products it produces can a society experience
a high level of prosperity.

It might be said that Americans learned this the hard way. Today our workers
ride to their jobs in automobiles, while those of foreign lands either walk or ride
bicycles. Per capita, our ownership of telephones, radios, televisions is the great-
est in the world; Americans enjoy better housing, more food, a greater variety
of clothing and other goods than our foreign friends.

But this has not always been so. The system that now spells prosperity has
not always existed, nor did it flower overnight. A century ago the disparity be-
tween great wealth and miserable poverty was as great here as anywhere. Men
were exploited and the fruit of their labor was scant. But gradually, in response
to the efforts of farsighted labor leaders and with the aid of constructive legis-
lation, there emerged a new day when workers began to share more equitably
in the goods they produced. There evolved a new way of life. It should be safe
guarded; It should be shared.
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WHAT KIND OF PROTECTION?

Americans have no monopoly on productive brains and inventive genius. Those
who believe that efficient and highly mechanized production techniques are un-
known anywhere else should stop deceiving themselves. The truth is that dozens
of blue-chip American manufacturers are adopting foreign-developed processes
and methods because of their efficiency.

Since foreigners employ the same production techniques and machinery that
our manufacturers do, they suffer no disadvantage on a competitive basis-nor
do they have any great advantage in production costs, except in the wages paid
the people who produce the goods.

"But," you may ask, "can foreign manufacturers afford to, meet the United
States legal minimum wage?"

The amendment would work no hardship. It does not even insist that foreign
manufacturers pay the current United States legal minimum of 75 cents an
hour-the amount now held fair in this country for the unskilled services of a
messenger boy-much less the much higher wages voluntarily paid by most
American industries. The amendment provides that the first year the plan goes
into effect, foreign manufacturers could qualify for trade concessions by paying
only 60 percent of the American minimum, and that the scale would rise to 70
percent of the legal minimum wage the second year and to 80 percent the third
year.

Does not that seem fair? Is there any reason why a foreign manufacturer,
selling in the American market, should not pay at least 60 percent of the Ameri-
can legal minimum wage when he is making products on the same machinery and
using the same methods employed by our industries?

America's belief in a high standard of wages is written into law. The Fair
Labor Standards Act prescribes that all concerns doing business in interstate
commerce must pay a minimum wage of 75 cents an hour. The law does not
state that only companies located in a high-rent area must pay such a wage.
A company located in Mississippi must meet that minimum wage just the same as
a company located in New York. The law does not say that only companies
who can afford to pay workers 75 cents an hour need pay it. If a concern cannot
afford to pay the minimum, it must close its doors, or restrict its business within
boundaries of the State.

HOW FOREIGN WORKERS WOULD BENEFIT

Trade agreements based on conventional provisions-those of raising or lower-
ing the rate of tariff-invariably work a hardship on at least one of the partici-
pants. Under a protective tariff imposed by the United States, foreign exporters
are frustrated in their efforts to expand into our markets; under a low tariff
scheme, United States industry suffers.

Under neither plan, however, do any of the benefits go to labor.
Under the plan proposed in this amendment, labor would reap all the benefits.

Wages would be increased in industries which make products to sell in the United
States. As the income of workers rose and buying power increased, the benefits
would be passed on to management.

It took a great American industrialist, Henry Ford, to drive home the logic of
that truism-that higher wages created more buyers for his own products. One
day he announced he would pay his workers the unheard of minimum wage of
$5 a day. The whole idea was denounced as impractical and ruinous. It was
prophesied freely that Ford would go broke. In answer to all the criticism, Mr.
Ford simply said: "If I pay my men at least $5 a day, they can buy my Fords."

Perhaps he would have gone broke if it had not been for the labor shortage
brought about by World War I. Certainly it is risky business for one manufac-
turer to be far out of line in his costs with others. But the plan worked, and it
gave other manufacturers a new idea. And sales managers suddenly discovered
millions of prospects who had more money than that required for subsistence.

Today our supersalesmen of television and radio do not air their pitch at the
few who live in high-price neighborhoods, but to the millions who earn their
living in factories and offices and live on medium-bracket streets.

One of the greatest fallacies of our day is held by those who advocate giving
foreign businessmen even freer access to our markets by yet more reductions in
our tariffs. For some unsupported reason they seem to believe the profits will
somehow filter down as higher wages and better living standards to foreign
workers. Business history has not borne this out. The truth is that the em-
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players, themselves, reap the benefits. Profits of 30 percent and even more are
not unonmon. But the workers-the producers-are coinpe4led to subsist on
sweatshop wages, the prey to any arguments made by Communist agitators who
hold out hope of improved living conditions.

To conclude, it appears that the solution to many of our problems is simple:
Let any further concessions in United States tariffs be made contingent upon

a foreign producer's willingness to pay the prescribed percentage of the legal
minimum wage which American manufacturers must pay under the Fair Labor
Standards Act.
The Randall Commission report said it was too difficult and too delicate a

matter to handle. Tle administration's approach as expressed by its spokesmen
before our committee was the same. The Assistant Secretary of State in charge
of trade treaty negotiations, statements in executive session before our com-
mittee clearly revealed that the State Department does not put the question
of labor differential on the agenda for discussion in negotiating our trade agree-
nents.

'I'he Assistant Secretary of State said in answer to my questioning of whether
they consider the wage differential in their negotiations: "Oh, yes; we consider
it."

I said : "Well, (do you discuss it with them?"
He said : "No; we (10 not discuss it but we (coinsider it."
I said : "How can you consider something if you do not discuss it'
He had some reply which, frankly, made no sense to me then nor, on reflection,

now.
My answer to the State Department is, The only difficulty is that apparently

they have done no thinking on the subject and no attempt has been made to
find a solution. I think the amendment I propose is practical, sensible, and will
produce results. Let them spell out why it is not. I think this amendment,
if passed, would be hailed worl-dwide, even behind the Iron Curtain countries,
as the first real indication in some time that the United States is really con-
cerned about exporting liberty and the freedom to pursue happiness beyond her
borders. If this is interference with foreign countries' affairs, as the State
Department suggests, I say let's have more of this kind of interference and less
of the kind of interference we have been indulging in in the past few decades.

Mr. ( r'u'is. I want to emphasize that this speech which you have the
reprint of wvas not one that was inserted in the record. It was given on
the floor of the House during the debate so that anyone who hadl any
objections or wanted to take exception had an ol)l)ortunity of taking
those exceptions.

As I visualize the Reciprocal Trade Act it serves two basic purposes.
One is to help our exporting and importing industries. But con-

sidered on that basis alone as one senient of our economy, we should
of course be balancing off the interests of those groups in our econo-
my with those of our domestic industries who are not concerned with
either exporting or ilporting.

However, the second aspect of the Reciprocal Trade Act-and that
is the part to which I want to devote attention and to which my amend-
inent is directed-is to follow out what has been paraphrased "Trade
not aid," the idea of assisting the so-called free world to combat com-
munism by helping their economies.

This amendment of mine is to further that intent, because I sub-
mit along the lines of the arguments I used in my speech and have
used elsewhere, it does not good to increase the trade with country
X if country X is run by dictator Y and the people of that country are
not getting the fair benefit of their own labor.

As a, matter of fact, if indeed country X is run by dictator Y and an
economic oligarchy are the ones that get the benefit from that, we are
certainly encouraging Conmmtlnist infiltration rather than vice versa.

Using colloquial terms that we are familiar with in this country,
we are simply exploiting sweatshop labor abroad_
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With that in mind, my amendment seeks to tie in any reductions in
tariff with our minimum wage standards in this country. And I will
illustrate it by a specific industry, the chemical industry in this coun-
try, which pays approximately $2.10 an hour to its workers, while
in Italy, for example, where there is direct competition, the same work
receives a wage scale of 45 cents an hour.

American capital had actually gone to Italy. In fact, one large
chemical concern has plants in Italy, and plants in America where
this wage differential exists. The profit in Italy, return to capital
can be and is as high as 30 percent. Using the formula of the
amendment which I have is not an attempt to make something which
is impossible or impractical.

My amendment says the first year which a 15 percent lowering of
the tariff under the proposed extension of the reciprocal trade goes
into effect, that country must have a wage scale for that manufactured
product they wish to import into our markets of 60 percent of our min-
imuln wage standard which as you can see figures out to be 45 cents
an hour.

Most of the products on the tariff schedule are manufactured prod-
ucts where the labor cost in our country is at a vary high rate; and our
minimum wage scale applies to errand boys, you might say, and cer-
tainly not to our skilled labor. The differential that would be im-
posed by my proposal-again using Italy-would be for the first
3 ear on chemicals 45 cents an hour, the next year 70 percent of the min-
imum or 52.50 cents per hour, the next year 80 percent or 60 cents per
hour and never beyond that 80 percent.

The object is-I want to emphK-ize-to use the power of our great
domestic market to further the objective that we all say we want to en-
courage, which is to combat communism in these alleged free nations
of the world, and the way to do it in my opinion and the only way to
do it is to build up the domestic markets of those countries.

The only way you are going to do that is to be sure that the laboring
people of that country have the fair benefits of the sweat of their
own labor, and that in my opinion would accomplish that purpose.

The Randall Commission pays attention to this but says it is such
a delicate matter that there is nothing that can be done by legislation.

The State Department and Government witnesses appearing before
our committee--and in particular in executive session-say that this
wage differential receives consideration in their negotiations of trade
treaties but when I asked this pertinent question, "If it is considered do
you discuss that in these negotiations?" the answer was "No, we don't
discuss it." I then asked, "How can you consider something that you
do not discuss?"

In other words I am afraid there has been lipservice given in the
administration of this act to this important factor and therefore I
believe it is important that the Congress put in some directives that
this labor differential must be considered in these trade negotiations
if we are really going to accomplish our objective, which is to combat
communism.

Now there has been a point raised in regard to Japan. What I was
talking about was Italy and really Western Europe, where 60 percent
of our minimum wage scale is a practical thing and not imposing any
great burden on those countries if they want to import into our
domestic market.

TRADE AGREEMENTS EXTENSION
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But Japan, for instance, in the textile industry is paying 22 cents
an hour; to have to increase the first year to 45 cents in order to gain
the benefits of a lower tariff perhaps is unrealistic, and to that extent
I would suggest that my antendziient needs another ingredient.

I am not certain what it should be. I have suggested that a factor
of the ratio of the per capita gross national product of a country in
relation to our per capita gross national product, some factor of that
nature, would be practical. That way we could get a country like
Japan, which is at such a low living standard, to start coming up in
a practical fashion without imposing an impractical requirement upon
them. For example, the United States per capita gross national
product is $2,220. Japan's is $220, or one-tenth of ours. Italy's is
$397, or about one-fifth of ours and twice that of Japan's. The amend-
ment I propose could be modified to say that any country with a per
capita gross national product below one-fifth of ours would be per-
mitted 1 additional year and 10 percent additional percentage reduction
of our minimum wage for each $100 bracket the per capita gross na-
tional product of that country falls below this one-fifth. Applying
this formula, Japan would obtain benefit of tariff reduction under
the extension of reciprocal trade agreements in those industries where
the wage scale was 40 percent of our minimum wage the first year,
or 30 cents per hour, 50 percent or 371/2 cents per hour the second
year, CO percent or 45 cents an hour the third year, and so forth.

Now I noticed that Senator Capehart has introduced a resolution
in the Senate which purports to-I mean is doing it, the same thing
as my amendment of tying in our tariff reductions with our minimum
wage scale.

However, his amendment simply ties it in without any percentage.
My personal opinion is that that is impractical and that that would
not work and would in effect be defeating what we say is our purpose
in the Reciprocal Trade Act.

I do believe-I have no pride of authorship-using a suggested
formula along the lines that I have put in my amendment with a
possible further modification, I have suggested would create more
trade as we say, but at the same time would be a tremendous encour-
agement for increase of standards of living in these countries and
would be a deterrent on the exploitation of sweatshop labor abroad.

One other practical matter in my amendment and I think I am
finished-in order to prevent a foreign country from manipulating its
currency and so avoid the effect of this amendment, because they could
do it by inflation, I have tied it in with the rate at the Federal Reserve
Bank in New York.

In that way I think we can be sure that this would not be subject
to these manipulations.

In conclusion, I want to say as I said in my speech on the floor that
in answer to the State Department and others who have said that this
might be interference with foreign countries' affairs.

My statement is that if this is interference, let's have more of this
kind of interference and less of the kind of interference that we Lave
been indulging in for the past few decades.

This does not force any country abroad to meet our standards. It
simply says this: Gentlemen, if you want to import in our great
domestic market, you must have some regard for your working people
and you must have some regard for the standards that we impose
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upon our own manufacturers in behalf of our workers and if you
will conform somewhat along that line, we are happy to have you
come in.

Thank you very much.
The CHAIRIAN. Thank you very much, Mr. Congressman. Are

there any questions?
Senator CARLSON. Mr. Chairman, I would like to state that I am

very pleased to have this distinguished Congressman from the great
State of Missouri come before our committee. He is a very able
member of the House Ways and Means Committee and he has spent
a lot of time studying this and we of the Middle West are very glad
to have him as a member of that committee.

The CHAIRMAN. The next witness is Mr. Paul G. Hoffman, chair-'
man of the board, Studebaker Packard Corp.

We are glad to have you Mr. Hoffman.
Mr. HOIFIAN. I appreciate very much the opportunity to appear

before you in my individual capacity.

STATEMENT OF PAUL G. HOFFMAN, CHAIRMAN OF THE BOARD,
STUDEBAKER-PACKARD CORP.

Mr. HOFFMAN. I feel very strongly that passage of H. R. 1 is essen-
tial for our own economic strength and security. I would like to
discuss a few hard and fundamental facts about our foreign-trade
position that seem to me to be the basic for any realistic discussion of
trade policy.

1. The first fact is that without world trade we face disaster. We
live in an interdependent world and we are becoming increasingly
dependent on that world for our economic survival. We cannot close
ourselves off the rest of the world except at a very great risk to
ourselves. We need goods from the outside world if we are to have
prosperous and expanding economy here. And other nations need
our goods in ever-increasing amounts if they are to grow in strength.

Great Britain has known for well over a century that she must trade
or die. She therefore adopted trade policies that helped expand world
trade. We are rapidly coming to the point where our economic sur-
vival and strength, like that of Great Britain's, is dependent on
world trade. We must face up to this reality and adjust our thinking
and attitudes as the British did many years ago.

There are numerous examples of the stark reality of our need to
import. We take justifiable pride, for instance, in our extensive use of
steel. It is the backbone of our economic life. To produce 1 ton of
steel requires 13 pounds of manganese. Of these 13 pounds, we pro-
duce in this country less than 2. There are other examples. We im-
,port 43 percent of our lead, 50 percent of our tungsten, 97 percent
of our nickel, and all of our tin and natural rubber. As our economy
expands and as we use up our own supplies of these basic materials,
we will need to import even more for the economical operation of
our vast industrial machine.

There are also numerous examples of our need to maintain and
develop export markets for the products of our farms and factories.
You all know the extent to which agriculture is dependent on export
markets for its prosperity. Our farmers sell abroad about 20 percent
of their lard, almost 50 percent of their production of dry whole milk,
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25 percent of their wheat, over 50 percent of their rice, a third of their
dried fruit, a third of their cotton, and one-quarter of their tobacco.

There are any number of businesses that sell from 10 to 25 percent
of their production for export in order to stay in a healthy and sound
condition, 15 percent of turpentine production and 20 Ipercent of rosin,
10 percent of coal production. A quarter of our total production of Iu-
bricating oil and a quarter of portland cement output, 1() percent of
tinplate l)roduction, 13 percent of our refrigerators, 10 percent, of our
machine tools, a fifth of our construction and mining equipment, of
our textile machinery, of our production of combines and tractors-
all these go into export markets. These exports cannot be main-
tained and exl)anded unless we are willing to let trade expand.

2. The secon,l hard fact we must face is that what is true for the
United States is even more true for the other free nations of the
world. They urgently need and want our goods to maintain and ex-
pand their strength and to improve their own economic health.

There is no lack of recognition of this fact on 'the part of these
nations. The 1ro)lem is one o finding the means to lay for our
exports. This is a probleni that we must face, too. Since the end of
World War II, we have spent some $40 billion in the form of grants
and loans to our allies in order to provide them with tile dollars to
obtain goods from us. As an emmergenicy prograin, there was justifica-
tion for these grants and lo'ui.. But what other free nations want,
as they have made clear on many occasions, is trade, not aid. They
want to have an opportunity to earn these dollars. It seems clear to
imie that they should have it.

3. When I say that I think our imports should be l)erinitted to ex-
pand I want to make clear that I do iot foresee any huge inundation
of the American market by manufactured goods procTuced abroad.
The most liberal estimate I have seen of the additional amount of
goods that would flow to the United States if all tariffs were removed-
which no one, of course, suggests-is $1.8 billion. The actual increase
in dollars earned abroad that might result from the complete appli-
cation of H. R. 1 would certainly be less than $1 billion-less than
one-half of 1 percent of our gross national product in 1954.

But I want to emphasize that the importance of these dollars goes
far beyond their actual amount. Unless we give our free nation
neighbors the right to sell to us some of the goods that they want to sell
to us, a situation may develop where we will not be able to obtain the
imports that we need, when we need them. Should we adopt a policy
or enact legislation which would result in a shrinkage of world trade
we would be exposing ourselves to grave economic and political
dangers.

I have had an opportunity to observe what shrinking trade can do
to a continent. When I went to Europe in 1948 as Administrator 'of
the Marshall plan, I found trade within Europe hampered by the new
techniques of trade restrictions that the Europeans had invented with
such ingenuity. By using quota restrictions and exchange licensing
devices, European trade had almost been brought to a standstill. The
result was near economic chaos. We realized that if the Marshall
plan was to be successful and the costs of operating it kept down, intra-
European trade would have to be restored. The task of rebuilding
that trade was given to the OEEC, the Organization for European

59884-55-pt. 2-2

637



638 TRADE AGREEMENTS EXTE.61U-N

Economic Cooperation, of which all the nations participating in the
Marshal plan were members. Through the program of trade liberal-
ization which was instituted by the OEEC, 83 percent of all intra-
European trade had been liberalized by the end of 1954. And the vol-
ume of intra-European trade has increased by twofold since 1948.
This campaign is still going on. In addition, in the past 2 years,
progress has been made in reducing these trade restrictions on im-
ports from tbe dollar area. Parenthetically, I might add that it is
my feeling that if Europe is ever to realize its great potentials for
trade, Europe will have to become a common market.

The political dangers of shrinking world trade are even more seri-
ous. These dangers were expressed by Joseph Stalin in his major
policy statement of October 1952, when he predicted, with obvious
pleasure, that the "conditions of the world market of sales of the
(chief capitalistic countries) will grow worse, and idleness of enter-
prise in these countries will increase. In this, properly speaking,
there consist a deepening of the general crisis of the world capitalist
system in connection with the disintegration of the world market."
The Kremlin is betting on that happening. One of the major reli-
ances of the Kremlin in this cold war is on shrinking world trade
among the free nations.

4. The next hard fact that we must face is that certain segments of
our economy will be adversely affected by an increase in imports. I do
not deny that this can happen. But I do wish to assert this: A busi-
ness that can't adjust itself to some slight increase in competition
from abroad, can't survive anyway. The whole history of American
industry is one of change. There is hardly an American manufactur-
ing industry today that is making the same goods, in the same way, as
it did 10 years ago, let alone 20. Of course, H. R. 1 would mark very
modest progress forward in freer trade, so that the adjustments that
it may cause can be expected to be very slight. The arguments one
hears from the protectionists that whole industries will be wiped out,
are of course foolish. That might only happen if there were a sudden
removal of all tariffs and H. R. 1 is far, indeed, from that.

5. What we must have in our trade policy is continuity and stabil-
ity. This is another basic fact to consider. International trade is
a day-to-day affair. It requires planning, investment, time to bring in-
vestment to fruitation. These activities cannot take place in an en-
vironment in which governments are constantly changing or even re-
versing their trade policies. Without stability and predictability
in our trade policies, too many foreign producers cannot become
interested in trying to crack this tough American market. We in the
ECA were constantly prodding Europeans to try to earn more dollars
through trade so that they could finance their necessary imports from
us by themselves. I could take hours, telling you of instances where,
once having gotten a European manufacturer or an industry to agree
to undertake the necessary investment to sell in our market, some red-
tape or delays in our customs procedures discouraged them and they
were forced to back away from the whole project.

6. The last hard fact about trade that I want to present to you today
is this: Any restriction that is placed on an import is in fact a re-
striction on our exports. Other free nations, if they are to have
dollars to buy our goods, must have a chance to earn these dollars.
Even if we should save jobs in one industry by raising the tariff on
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-competitive imports, we will do so only at the expense of a loss of
jobs in some other industry. Those dollars that other nations cannot
earn because of our import restrictions, are dollars that American in-
dustry will not be able to earn through exports. This should be so
obvious that it should not need stating. But almost every advocate
of protection tries to give the impression that there is a net saving
of jobs through such protection. That is just not true.

What I have been trying to get across in the few minutes that have
been allotted to me is the deep conviction on my part that only through
a policy of freer trade came we be sure of a freer world. In the words
of President Eisenhower's message to the Congress, "If we fail in our
trade policy, we may fail in all."

The CHAIRM1AN. Thank you very much. Any questions?
Senator GEORGE. No; I believe not.
The CHAI,L3'N. Senator Millikin?
Senator MILLIKIN. Air. Hoffman, 4 'ou used the word "protection,"

I prefer to use the word "safeguards"-do you believe we should safe-
guard our domestic industry by an injury test?

Mr. H-OFFMNJAN. I didn't understand.
Senator I[ILLIKIN. By an injury test that we shall not injure our

domestic industry.
Mr. HOFFMAN. I think the great difficulty would be the administra-

tion of such a clause.
Senator, when I was down here in Washington, I was constantly

meeting with people from different industries who were terribly fear-
ful of what might happen if there was any increase in imports from
abroad.

In some cases there was real reason for their concern, but in most
cases it was based on a fear of something that will never happen.

In other words all of us in an industry can get terribly concerned
about something that is going to happen when competition does this
or thus.

But generally speaking we can find ways to meet those conditions.
The thing that H. R. 1 provides that is necessary and fair to industry
is gradual.

Senator MILIKIN. H. R. 1 provides for maintenance of the injury
test.

Mr. 1-OFFMrAN. I know.
Sen:tor MILLIKIN. Are you opposed to that?
Mr. 1orT€IaN. It is in the bill and I am here to support the bill.

I don't think it is necessary.
Senator MILLIKIN. But if it is maintained and it is maintained in

good spirit and in the sense in which it is intended, their safeguard, it
will safeguard the local domestic industry?

Mr. HOFFMAN. I can only say that I have regard for the wisdom
of the people on the committee, the Randall Commission; they
decided that the peril point should be retained and that is that with
me.

I thought that most of these perils just weren't going to happen and
I don't believe there have been many instances where there has been
any real use of the peril point.

Senator MiLiiN. What I am trying to get at is do you approve
of the maintenanie-e of the peril point in both the making of trade
agreements and in providing escape from injury?
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Mr. HOFFMAN. As an individual I don't think it is necessary. I
am concerned about it for this reason.

I am obsessed with this idea that the nations abroad need our
goods, that they should pay for those goods and therefore should
have the chance to earn the dollars.

I think what we are doing is-what that clause does is this-it
protects us against a largely imaginary danger. Actually the danger
of injury is not very great as has been evidenced by the history,
whereas the danger of the peril point and the escape clause to ex-
panding imports are very great. The problem we are always facing
we discussed with everyone we could the need for expanding their
imports into our market, so that they could increase their dollar earn-
ings and we could reduce the cost of the Marshall plan.

They would say, "What's the use. The minute we get to the point
where we are doing business, you pull the rug out from under us."

I will not bore you with instance after instance.
Senator MILLIKIN. There were people in this room who mentioned

instances where they were hurt or were injured. I can't wave that
away and say that isn't so.

Mr. I-OFFMEAN. There are special cases. For one case where an
American industry has been put in hazard by foreign competition
there are 500 where they have been put in danger by domestic
competition.

In other words competition is rough. I can say that the danger
to American industry by foreign competition has been grossly
exaggerated.

Senator MILLIKIN. I think you have a tendency through perhaps
your own success in business and your own success in running in-
ustrial enterprises to minimize the wage differential between the

various countries we trade with.
Mr. HOFFM[AN. There is one thing Senator, I can't understand,

and that is the failure to grasp the point that it isn't wage costs that
are important, it is unit cost.

It doesn't make any difference whether you pay 10 cents an hour or
pay $2 an hour, the point is what is your labor cost per unit from a
competitive standpoint.

I happen to have goTeat faith in American ingenuity, I think our
forefathers when they laid down the ground rules for this society
gave the kind of freedom to us that made us on the whole a creative,
ingenious people and I think we have proved time and again that when
we face a situation, we can, by ingenuity, work our way out.

Senator MmixiKIN. We have dozens of witnesses here who claim
that exporters from abroad have the same machinery as we have, they
have the latest machinery because we supplied it to them and when
the foreign laborer is trained, whatever the period of time it is to
train him, that his wages do rel)resent a substantial differential in
cost.

Mr. HOFFMAN. I wish I had available some of the conversations I
heard 5 years ago about what was going to happen in various indus-
tries as a result of foreign competition. The point is that the most,
the biggest volume you can build up, possibly build up as a result of
freeing these trade restrictions is something around a billion dollars.

And that is a half of 1 percent.
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Senator 1MiiLLiIx. That figure is in grave dispute. You can con-
sider the immediate loss of business and then you have to consider
the ramified loss, the effect on psychology. If you take a town where
you have one industry and you wil)e that industry out you have a
loss of direct payroll but you have the fillino-station man and the
service people and when you put that all together and the ramified
effect ald the compounding of the effect all over the country where
that thing is happeninoa in dozens of instances-and there is some
evidence to that effect--you can reach a very bad economic result.

Mr. I IoFrrAN. Sure. Tou can if the nianagenielit is not alert.
I lived for a time near a little town called Three ()aks, Mich. Senator

~arren, former Senator here, was the great man in that town. It
was a one-industry town.

They made whalebones for women's corsets. That business went
out. But today it is a very prosperous little manufacturing town
where they are manufacturing different things.

They have labor, they have brains, and between the two-and they
have machiies-between the two they were able to find products they
could build.

Senator MILIKIN. Whatever new business they can go into-I am
m)ot saving they can't go into new business-they may have a differ-
ence between 10 cents an hour which the competitor takes as a wage
cost against $1.50 an hour or $2 an hour, both using the same ma-
chinery, both being equally resourceful, or approximately equally
resourceful.

How can a man in business overcome differentials of that kind?
Mr. I1OFFMAN. If that condition actual existed and you did not

have transportation costs coming into there in a big way, which you
might, and you had equal skills in marketing on the part of that
foreign competition then you would have something to worry about.

There are cases where foreign competition has to be met.
Senator MILLIKIN. That is why I come back to the question: Do

you believe that if a domestic industry can show it is injured by
colnl)etition, whatever should be done, quotas increased, rates, what-
ever the devicee might be, it should not be injured or do you believe
that we should trade our domestic l)ayrolls to achieve an export ad-
iantage or to achieve diplomatic objectives?

Mr. HOFFIN-AN. No. The difficulty in answering the question is this:
I don't believe that under this H. R. 1, with the very moderate redic-
tion in tariffs that is made possible by it, you ever will have that con-
dition develop that you are concerned about.

I can understand why you are concerned. I just don't believe it. I
do know the ultimate cost is important-

Senator MILLIKIN. If it is demonstrated say before the Tariff Com-
mission to l)e a fact do you believe we should injure an American pay-
roll in order to achieve a diplomatic advantage of an exporting ad-
vantage?

Mr. HOF MAN. I hate to avoid a question. I am not fighting against
the peril point because it is in the legislation.
_ Senator MILLIKIN. Then you have to accept the consequence of
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Mr. HOFFMAN. I am not fighting against it because it is there. I
would have to say that I think on balance the disadvantages that lie.
in the peril point greatly outweigh its advantages.

In other words, certainly it is quite possible that some business
might be dislocated but as I tried to say in my testimony if in order
to protect that business we stop the Europeans or Asians from earn-
ing those dollars, some other business loses those dollars. It never is
a net loss, it is always shifting.

Senator MILLIKIN. Mr. Hoffman, you must realize that if you have
convertability of international currency, you make one type of money
by exporting to country X and in triangular trade in other ways you
finally come down to dollars if dollars are salable an the world mar-
ket and if the other currency is available.

Mr. HOFFMAN. That is right.
Senator MILLIKIN. So you cant' say that because a country cannot

by direct exportation to this country receive dollars that it cannot
achieve dollars. We send dollars out over the world and if we have
convertability they are available to those who have whatever it takes to
fit the slot of convertability.

Mr. HOFFMAN. May I make just one observation on this. A thing
that strikes me as though there is an eagerness to send those dollars
home to us for American aoods.

Because the thing that is very apparent, everyone who has ever been
abroad has observed that American goods are in tremendous demand.
I don't know what the ceiling would be on the demand for Amer-
ican goods if the dollars were available.

I happen to believe very strongly that if we want the free world
stronger we have to have policies that will assure expanding world
trade.

I think of no greater danger at this moment than to have policies
that tend to restrict and cut down trade, because if we do, that is one
way to play smack into the hands of the Kremlin.

Senator MILLIKIN. Since we are being solicitous and should be about
the troubles of the rest of the world, can anything worse befall the rest
of the world than by weakening the American economy and destroying
the American payroll?

Mr. HOFFMAN. I am against that.
Senator MILLIKIN. I assume that. I don't think your argument is

consistent with that.
Mr. HOFFMAN. I think the one way to expand Atnerican payrolls is

to have liberal trade policies in that regard. I am for expanding the
American payrolls.

Senator MILLIKIN. I respectfully suggest that you have not yet
demonstrated it.

Mr. HOFFMAN. I can demonstrate it this way. We have had a very
good record in reducing our tariffs since 1929-30.

Senator MuLmKIw. And you have not had a moment of normal trade
in world trade. You have had threats of war or war which has made
a buyers' market and the reciprocal trade system whether you like it
or not, has never really been tested.

Mr. Ho MAN. That is correct. I wasn't thinking about world trade
at all. I was thinking about our domestic economy. Since 1929 that
has been a constant movement toward lower tariffs. That is all I think
should be done now.
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Senator MLi1KIN. The world has wanted to have our goods and has
had to have our goods and we have supplied the money to buy our
goods.

Mr. HOFFMAN. Leave out world trade. For the sake of this argu-
ment all I am saying is that we have seen the time we have been lower-
ing our trade barriers, our domestic business has increased enormously.

senator MILLIIN. That is because we have been in wars, in emer-
gencies, where the whole world has wanted our goods and we have
supplied them with the money to buy them.

Mr. HoFMAN. I didn't make myself clear. I am excluding all
foreign trade.

Senator ~ILLIKIN. Then we live in a vacuum here.
Mr. HOFFMAN. No. Our domestic economy, excluding foreign

trade, has been in a continual and dralnatic expansion at the same time
we have been constantly lowering tariffs.

Senator MiLLIKIN. Isn't that due to Government purchases, to Gov-
ernment inflation in their finances, to help that the Government has
given ?

Mr. HOFFMAN. No.
Senator MILLIKIN. In part.
Mr. HOFFMAN. In part.
Senator MILLIKIN. I don't believe I am a fanatic. I am not attrib-

uting anything to any one thing. Isn't that due to these wars and
emergencies that we have been talking about? When we have a war
or other emergency, independent of exports, we expand to the maxi-
mum our domestic industry. And that throws money into circula-
tion.

But whether we can keep that up when we are not in war or an
emergency is another proposition.

Whether we can keep it up when we are drying up our own payrolls
to compete with the products of countries that have an enormous wage
differential with our own, that is another question and I think it is
a very important one.

Mr. HOFFMAN. Senator, if I may answer that, a business group in
this country organized the Committee for Economic Development
because in 1942, 1943, and 1944--Senator Flanders is well aware of
this, he is here-there was a thinking throughout this country that
come the end of the World War II with the end of the war economy
that we would have a depression that would make all previous depres-
sions look like a picnic.

We were told by certain groups there would be 19 million unem-
ployed and the psychology of the country was getting to be in a some-
what dangerous situation.

We were advised by very sound economists that there was an oppor-
tunity following the end of World War II for an economy with very
high level employment and high production, and we went to work
to try and get business in a frame of mind so it would plan for very
high peacetime production employment, and business did, and we
had it.

Senator MILLIKIN. Then you got into the Korean war.
Mr. HOFFMAN. But 1946, 1947, 1948 was a period of rapidly sink-

ing Government expenditures for war purposes. We got down to $13
billion. It was in that period that we had our greatest expansion of
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peacetime production and peacetime business had nothing to do with
the foreign market.

Senator MILLIKIN. That is the point I would like to make now. This
has something to do with the foreign market. Let's not assume too
much for it. You had to make up an obsolescence that developed over
a period of how many years?

Mr. HOFF-MAN. You had too the pent-up demand for goods.
Senator MILLIKIN. All right. You had that surl)lus backlog to

carry us along until we ran into Korea. Then we had another
( lergency.

Mr. HOFFMAN. My point is I do think we can say perhaps quite
precisely that in that 3-year period that we met this problem which
you are discussing and it was met with very little fluctuation as far as
the foreign trade was concerned and very little fluctuation as far as
the governmental buying.

Senator MILLIKIN. The reason it didn't have much fluctuation from
foreign trade was because they didn't have much to send to us. They
were trying to recover themselves. We were fully equipped to supply
our own obsolescence. We (lid.

I think the economists made a horrible mistake. I agree with you
in that. But I cannot wipe out of my mind the difference between
2 products, 1 that has a 10-cent-an-hour wage differential in it and
1 that has a $1.50 wage differential in it, both working on the same
goods, both working with labor that can become equally skilled, both
working with the best machines in the world supplied by our money.

Mr. HOFFMIAN. You are making a number of assumptions. I will
go back in the history and tell you early in the history of the Stude-
baker Co., Mr. J. M. Studebaker was making wagons in South Bend,
I can't remember the name of the company but they were located in
Jackson, Mich. He was paying the huoe wages then of a dollar a day.
inJackson, Mich. Peter Schuyler went to Decatur, Mich., and got the
magnificent price on labor of 25 cents a day. Everyone predicted
Mr. Studebaker would be out of business. He could not compete.
But in Michigan we have a better labor in American labor than most
of these countries. I don't think you can pay 10 cents an hour to
people and get the kind of work we'get out of our American labor.

Senator MILLIKIN. We have had witness after witness who has
testified to the contrary. They say that they have better machines
than our older machinery. They have the best machines because they
are the latest built and we have supplied many of them and with our
money.

They say, (riven the same machine, given a course of education, many
times by our own technicians, that they can make the unit cost reflect
the difference in the labor.

How are you going to get away from that?
Mr. HOFFMIAN. I think most of the argument is based on the assump-

tion that we will suddenly cut off all tariff protection. For example,
I have a young friend named Charles Percy with Bell & Howell.
I should say that is a business that is more subject to foreign compe-
tition than any business I know.

The Germans make wonderful cameras and they have lower priced
labor. I know Mr. Percy's position is that we ought to gradually
reduce our tariffs. If it is done gradually he can meet any problem
that comes along. If you suggested to him tomorrow morning we
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should take all of the tariffs off, he would say "Please don't do it. I
can't adjust that quicklv."

Senator MILLIKIN. 1I am not disparaging our resourcefulness and
our good quality-I am very appreciative of that especially when
talking to people who like to hear about that-yourself, too. I have
heard you make similar speeches.

Mr. HOFF-MN. That is right.
Senator MILLIKIN. But let's assume that you have a country which

is skilled in hand labor. Britain was our leader in the world as far
as hand labor is concerned. I think they are still in some respects.
The Scandinavian countries are.

The Japanese countries-the Japanese can be instructed to perform
an excellent job. I have seen the kind of cameras you have spoken
about lined up on the Senate floor where a layman would have great
difficulty to tell one from the other and the' Japanese product was
selling for half our product.

*Where you have a differential of that kind that can be proved-
and I suggest to you that we have heard witnesses here one after
another and we will hear a lot more and the House heard 150-TI sug-
gest that that pro'es there is that differentiall and a differential is
a difficulty in the marketing of American goods.

Do we give them a theory or do we give them a payroll.
Mr. HOFFMAN. I would say personally, although this is not in the

bill, that what we do is gradually reduce our tariff over a period of
years, giving everyone a chance to adjust. I think it would mean
giving up certain items which would be replaced with others.

If I can speak personally, I happen to be the principal owner of a
little business that makes heating specialties, Hoffman Specialty Co.

My father founded it many, many years ago. If we were still try-
ing to sell the same specialties that we sold 10 years ago, we would
be out of business.

Senator MILLIKIN. If you were still trying to sell buggy whips?
Mr. HOFFMAN. Iii other words we have to constantly change. When

we find a noiiprotitatile item we get out of the business. If we had not
done that we would have beeii out of business 2) years ago or 10 years
ago and would be out of business next year.

Senator MLIKIN. What you are talking about is magnified by a
rush of everybody to get out of the business in which he is in, in order
to get into another business which would dry up for the same reason.

Mr. IOFFMAN. Over the next 10 years, I could not be convinced
that American business hasn't sufficient ingenuity to move in the
direction necessary to meet any competition that would come from the
expansion of foreign sales to this country to the extent of billions
of dollars.

If I thought that, I would give up on America.
Senator MILLIKIN. Mr. Hoffman, I sat on the Randall Commission

and heard a very fine businessman, a representative from your State,
suggest that the town of Silverton, Colo., give up mining and go into
another business. Anyone that knows that town, knows its geograph-
ical difficulties, knows its position, suggesting that those miners give
up the business of mining and go into some manufacturing business
is most unrealistic; it is near to being silly.

Mr. HOFFMAN. I agree with you. They might mine uranium.
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Senator MILLIKIN. Let me give you an illustration of that. I was
thinking of that mining town because, partially at least as a result of
tariff difficulties, the men are idle. The miners have been idle. The
miners of Silverton are on the street. That is quite a problem if you
have a groceryman and a druggist and other service people to pa-
tronize.

We had some wise fellow in the Government during World War II
conceive the notion that what we needed was labor in copper. The
thing to do was to close down those mines at Cripple Creek and
thereby sort of force those men to go into Michigan and work in the
copper mines.

There were a half dozen or dozen reasons why they wouldn't do it.
They wouldn't do it. They had their homes in Cripple Creek, they
attended the lodges there. They attended the churches there. They
liked Cripple Creek.

They made their career there. Many of them are in late middle age.
They hung on, thought they had a right to hang on. I think they
had a right to hang on. They didn't move.

You have a great gap between the theory of labor movement and
the fact that sometimes labor won't move if you try to force them into
a new community and new enterprise for which they are not trained.

I think that has something to do-
Mr. HOFFM1AN. Can I do a little rebutting here? I have had some

thrilling experiences in my life. One was in Wilkes-Barre, Pa., which
was a dead town 5 years ago. Coal mining was gone. They got to-
gether a committee of a hundred; they took these old buildings and
brought in new and different industries, and Wilkes-Barre is on the
way back.

I couldn't tell you what to do in Silverton but I would hope that the
businessmen in Silverton would really begin thinking about what
could be done to provide an opportunity for those workers to work.

Senator MILLIKIN. People in Silverton are thinking about why
they can't mine lead and zinc. That is what they are thinking about.
They are not going to put their mind on anything else. They won't
be able to set up a Pittsburgh at Silverton if they do put their mind on
anything else because of the geographical location of the town, and
so forth and so on. So after I listened to that testimony, I said to
myself there is an extreme of the theory and viewpoint which I heard
more ably discussed by Mr. Hoffman.

Senator MARTIN. I wonder if the Senator would yield.
Senator MILLIKIN. I yield.
Senator MARTIN. You mentioned Wilkes-Barre, Pa.
The people there are very wide awake and some of the wealthy busi-

nessmen of that section have put up enormous sums of money in order
to encourage new businesses to come into that section but that hasn't
satisfied the miners. The miner is oftentimes-his grandfather
worked in that mine. There is sentiment about it. That is what to
my mind made America great, that a man loves his job and the thing
that is our trouble in Pennsylvania in the importation of oil and cheap
residual oil. That is the thing that has put a lot of our miners out.

Mr. HOFFMAN. Senator, may I just make this statement to you. I
happen to be chairman of the board of the one automobile company
that grew out of a wagon-building company.
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Senator MARTIN. I know I admire that great old-I have ridden in
the Studebaker wagons when I was a boy.

Mr. HOFFMAN. We had thousands of workers who did not want to
work on anything except wagon axles and wagons, to be anything but
blacksmiths, but you know it is quite possible to get them to work
on other things. It isn't easy but possible. The only way to me-

Senator MARTIN. You can't do it by picking them up as Senator
Millikin has said and move them to some other place; that is Russian,
that isn't American.

We have to do that by teaching them through trades and that is what
they are trying to do in Wilkes-Barre but those miners are not satis-
fied.

Mr. HOFFMAN. You can't get all of them.
Senator MARTIN. You can get the younger ones.
Mr. HOFFMAN. We couldn't get the blacksmiths all to start building

automobiles, but I should say 95 percent of them did. They got
better jobs than they had had. As blacksmiths the best they made was
$10 or $12 a week. Now they are making $200.

Senator MARTIN. That was a very good $10 a week and bought a lot
,of things.

Senator MILLIKIN. The Randall Commission which you cited here
had the suggestion that we create a system of bonuses or subsidies or
help of soime kind to take care of this transition. Where a town be-
comes technologically obsolescent and has to go into another business,
the Government should take over and, by bonuses or help of some kind,
correct the situation. There was quite a difference of opinion among
the members of the Randall Commission.

The vote on that as I recall it was about 14 or 15 to 1. No one would
agree to that. Because that in itself had certain planning aspects-
I don't want to be using a Communist expression of that kind and
condemn anything, but the point was they realized that if you get
the Government into a planning business it renders the idea inipracti-
cal.

Mr. HOFFMAN. I would be completely opposed to it because it would
not work.

Senator MILLIKIN. I merely suggest to you that if we believe the
injury test is practical, if the injury test is in force-and it may be
supplemented under 11. R. 1-Congress can so legislate as you point
out.

Anyhow it is the policy of Congress to do it and you said you abide
by the policy of Congress.

Mr. HOFFMAN. That is right.
Senator MIILiKIN. So get in step and abide.
Mr. HOFFMAN. Oftentimes I didn't agree with the Congress but I

always tried to abide by it.
Senator MILLIKIN. That is very wise.
The CHAIRMAN. Any further questions?
Senator MILIMtN. No.
The CHAIRMAN. Senator Barkley.
Senator BARKLEY. I am sorry I didn't get here in time to hear your

full statement, Mr. Hoffman, but I would have been but I had to be
at another meeting, therefore it is like going up a blind alley to try to
ask an intelligent witness about his testimony when you have not
heard it.
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I am not comparing you to a blind alley by any means.
I would like to ask you this 1 or 2 questions.
We are always talking about all of our prosperity, all of our increase

in production and in income and economic strength being due to war.
We all know that to some extent that has been true. But in 1933,

when we were coming out of a disastrous depression with some 14 mil-
lion unemployed people in this country, we did not rely upon war or
rumors of war for our efforts to dig ourselves out of that ditch.

We had to spend money out of the Treasury. We had to increase
our taxes. We had to increase our public debt.

In order to do what we called priming the pump, but we did grad-
ually move up the hill and by 1939 we had reduced our unemployment
to about 9 million.

We had expanded our industries domestically. We had given men
employment. They had money to buy goods with and they bought it
and it was like an endless chain. They spent the money that they got
and that gave men work.

There was no rumor of war in 1939 although Hitler was on the
rampage in Europe. It didn't affect our economy materially until
we got into it.

The effect of it was somewhat after the war broke out in Europe in
1939. We didn't get into it until the latter part of 1941 after Pearl
Harbor, but we had through our own efforts domestically expanded
our trade and income and we had improved the economic condition of
our people during those 7 years during which there was no war as far
as we were concerned.

When World War II was about to end, we passed through the Con-
gress here what is called an employment act by which we authorized
the Government to create employment by probably artificial means
and anticipating the possibility of an unemployment of about 8 to 10
million men.

I had some part in the enactment of that legislation. But the antici-
pated unemployment did not occur, and suddenly the war ended in
Europe in the spring of 1945 and in Asia in the fall of 1945, and from
1945 until 1950, notwithstanding the greatest demoblization of an
army in the history of the world whom many people though would
be dumped upon the American labor market and create unemployment
and before we inaugurated any European program of assistance, we
began again to expand our trade and our employment on the basis
of our economic conditions and that went along until the Korean war
came along in 1950 and, of course, the impact of the Korean contest
upon our economy was nothing compared to the impact of World War
II for 4 years, that effect on that, but it was nothing by comparison.

Now we have been out of that for let's say a couple of years approxi-
mately.

We have been on a peace basis. We have in the meantime under-
taken to help our friends in the world by enabling them to buy goods
from the United States.

The point I am arriving at is that regardless of wars and rumors
of war taking the history of our country over the last 22 years we have
demonstrated our ability to maintain our own economy if necessary
without war.

If the world would come to a period of peace where all the expendi-
tures going now in defense, into tanks and airplanes and atomic energy
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could be diverted to peaceful pursuits and the achievement of a great
economy, would not that itself without war, without rumors of war,
the fear of war, would not that strengthen our economy and that of the
world to such a point that we can hardly anticipate the great expansion
and economic prosperity and strength that would come to us if we
could get out from under that pall.

Mr. hOFFMNAN. I agree with that. I think it would be an utter
tragedy to accept for the moment any theory that in order to have
prosperity we have to have a war or threats of war.

I think that World War II (lid one thing for all of us and that is
that it showed us what could be done when we made full use of our
energies and capacities as a people.

I think that during the transition which was mentioned earlier we
would have had eight to ten million unemployed, quite unnecessarily if
it had not been for the fact that business was ready with its plans for
a greatly exl)anded peacetime activity.

The danger in that period was clear as a result of World War I.
After that war, it took too long to make the transition from the war
to a peacetime economy. And in the year and a half that that was
going on, the savings people had made during the war, which they
didn't have things to spend for were dissipated because of unemploy-
ment. It seemed to us that the great thing necessary following World
War II was to have industry ready to jump immediately into enthusi-
astic and high level of peacetime production, which industry did, and
which I think is an answer indirectly to your question. I think indus-
try demonstrated and the American people, to-I don't mean any
segment-I think America demonstrated in the period from 1945 to
1948 it's possible for us to have a very prosperous peacetime economy
not based on war demands.

Senator BARKLEt. Why do you say 1946 to 1948 and not 1948 to
1950.

Mr. HOFFMAN. We accelerated our foreign spending which meant
foreign buying here in reverse in 1948 with the Marshall plan. That
was some stimulus. Korea came along later. There was no question
but what the buying for defense purposes has been a very important
part. But I hope we will see the day when that is a much less im-
portant part than it is today.

Senator BARKLEY. As a matter of fact we are always talking about
all the prosperity we have had in the last 22 years being a war
prosperity.

Mr. HOFFMAN. Utter nonsense.
Senator BARKLEY. Out of that period when we were in war, we

were only in war 6 years, while there was a lapover while we were
in war and after it was over.

It is not realistic to say that all our prosperity in the last 22 years
or the greatest part of it has been due to war.

Mr. HOFFMAN. I agree with that.
Senator MILLIKIN. The prosperity that followed World War II

rests in substantial part on the obsolescence and the unsatisfied de-
mand which you yourself pointed out the American people had
accumulated during the years that those things were not available.

Mr. HOFFMAN. That is right.
Senator BARKIEY. I am not-
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Mr. HOFFMAN. I think that is a very important factor Senator
I do think this, that there was no evidence, and I think economists.
would all agree with this, that we could have continued at a very high
level. The thing we can never have in a free economy is a straight
line up. The line has to undulate if your economy is to be free,
I don't know of any economist that did not figure, that there was a
sound basis for a continuation of very substantial prosperity without
Korea, before Korea ever appeared, and I think I was pretty close
to the thinking of a number of our very topflight economists.

They felt one thing, you see, that is going to have a great impact
on this economy is the extremely high production of the babies we
have had. You can think back not too many years when I remember
a series of magazine articles by a very well-known American business-
man who said we now had to adjust ourselves to a mature economy,
that we were a fairly stable population.

We then had about 120 million people or 115. But that hasn't
turned out to be the case. We have just ahead of us doing things-
to take care of all these babies that are growing up now very rapidly
as many of you know probably from personal experience with your-
children and grandchildren.

They are a big crop and we have to take care of them. We have
present in our economic picture today a number of fluctuations that
give reason for a belief that we can have an expanding peacetime.
economy without the impetus that we have had from wars, from
defense and war spending.

Senator BARKLEY. I feel completely that way, but I feel we can
reduce that entirely if we sap up the American payroll.

Mr. HOFFMAN. I do know, too.
Senator BARKLEY. In favor of low-cost, low-wage living standards

of your other countries.
Mr. HOFFMAN. The payrolls of America have constantly been ex-

panded in the face of constantly lowered American tariffs.
Senator BARKLEY. I don't think you can put any limit on the re-

sourcefulness of the American people, so I am not discounting that
at all. But, after all, the job of Government is to keep in touch with.
the average of the American citizen, not the aristocracies of tech-
nology, but the average people and perhaps that versatility and'
resourcefulness which you have shown yourself is not present in all
American people.

We concern ourselves with the average. We have farm programs
and all other kinds of programs which are not connected with what
the best farmer can do nor what the worst farmer can do, but we try
to figure out what the average will do.

I think we have to keep that in mind always. I gather the im-
pression from your remarks that you think everybody is as bright
as you are.

Mr. HOFFMAN. Brighter for the most part.
Senator BARKLEY. That may not be true. Do you have any finan-

cial interest in Japan or your company?
Mr. HOFFMAN. No, sir.
Senator BARKLEY. Have you built any plants or anything of that

kind?
Mr. HOFFMAN. No, sir.
Senator BARKLEY. Or for Japan?
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Mr. HOFFMAN. I don't know about Ford-Studebaker-Packard has
no plants.

Senator BAIRKLEY. Do your industrial interests have any plants that
utilize Japanese labor?

Mr. HOFFMAN. I can't answer for the industry. I did not come
down prepared for that. I think before the war both Ford and Gen-
eral Motors operated plants. I don't think they have operated about
since the war.

Senator BARKLEY. I am not making a great deal of it. But I have
heard that some of your enterprises are either starting in Japan or
have interests in Japan.

Mr. IOFFMAN. No, sir; we have no interests in Japan.
Senator BARKLEY. There was no important trade agreement until

1939, until at the very beginning of World War II. The act came in
in 1934, and we did not have any important trade agreements negoti-
ated until 1939.

They were with Canada and the United Kingdom. That was the
real start of the program. The rest of the time we plunged immedi-
ately into war, and I am suggesting that perhaps there was no full
opportunity to get the effects of what we were doing. I continue to
suggest that perhaps there has not vet been a real testing, because
we have had a buyers' market and still have, and according to your
theory of an expanding economy we will continue to have as long as
we don't have another setback.

All I wanted to say was that the point which is frequently stressed
that our prosperity and everything is due to the reciprocal system,
while I favor the reciprocal trade system, properly enforced and car-
ried out, I want to make that clear that it had nothing to do with the
prosperity that followed World War II or that existed during World
War II, because we did not have any important agreements until
1939.

Mr. HOFFMAN. I think that is a very fair observation. I think con-
ditions have changed somewhat. My deep worry is this: That we will
adopt olicies here today in a very changed world that tend to restrict
the volume of trade among the free nations of the world, and that,
to my way of thinking, would be very disastrous.

I think we have to have policies that provide the opportunity for
expanding world trade. That is my deep conviction.

Senator BARKLEY. I favor intensely as you do expanding world
trade but I think it is a foolish thing to start out by saying that the
world is dependent upon the United States, we are the center of the
economy of the world, yet we proceed to fritter away our payrolls
and proceed to have a healthy country.

Mr. HOFFMAN. If I felt there was anything in H. R. 1 that would
result in a reduction of payrolls in America I would be opposed to it.
I happen to feel that H. R. 1 will result in expanding payrolls. That
is a matter of opinion.

Senator MILLIKi. Despite the other defects of the act if there are
any, the act does preserve the injury test.

Senator BARKLEY. Mr. Chairman, I haven't quite finished.
Senator MILLIKIN. I did not intend to interrupt you.
Senator BARKLEY. I would like to ask Mr. Hoffman one more

question.
It is all right?
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Senator MILLIKIN. I did not intend to interrupt you.
Senator BARKLEY. I know you didn't. But you don't always carry

out your intentions.
Senator MILLIKIN. Then I am sorry if I did.
Senator BARKLEY. You were the administrator of the so-called

Marshall plan for how long?
Mr. HOFFMIAN. Two and a half years.
Senator BARKLEY. Can you recall the average expenditure under

that plan during those years, per annum expenditure?
Mr. HOFFNIAN. I can give you the exact figures. This might interest

you.
This is not a planned act; may I say that I did not know Senator

Barkley was coming in here. I would like to make it perfectly clear
I thought I might be asked questions about this. I did not know by
whom. In the year 1949, which is a 15-month year really because there
were 3 months-1948 concluded in the fiscal year of 1949 our expendi-
tures were five billion nine.

In 1953, three billion six. In 1951, two billion four. In 1952, one
billion four. I would like to read the corresponding figures showing
the amount of increase in industrial output in Europe.

Senator BARKLEY. That is what I was coming to.
Mr. HOFFMIAN. Taking 1948 as the base. By the end of 1949 we

achieved a 13-percent increase; by the end of 1950, a 25 percent; by
the end of 1951, 36 percent in those 3 years. In 1952, production 138
percent of 1948. In other words with the amount of economic aid
very steadily going down, sharply going down, production went up
because of the fact that we got into Europe at the right time I think,
and because Europeans did the job themselves.

We said you Europeans can save Europe, and I think that is true.
Senator BARKLEY. Do you have those figures in dollars?
Mr. HOFFMAN. I have not. I could get them.
Senator BARKLEY. You don't have the total production of goods

and services in this country?
Mr. HOFFMAN. The total production of goods and services in terms

of 1948 dollars, the figures of all the countries were not too reliable but
it was something under a hundred billion dollars for all Marshall
plan countries.

Senator BARKLEY. We have expanded since that time until last year
and this year we are operating on approximately a $300 billion basis
in production.

Mr. HoFFMAN. That is right.
Senator BARKLEY. While our aid to other countries has constantly

gone down during that period?
Mr. HOFFMV[AN. That is right.
Senator BARKLEY. So that could not by any stretch of the imagina-

tion be that our vast expansion in production and in income and wages
in this country over the last 10 years is due to the aid we gave to
Europe.

It may have had some effect upon it but it could not possibly be
responsible for more than a fractional part of it?

Mr. HOFFMAN. That is right.
Senator BARKLEY. That is all. Thank you.
The CHAIRM1AN. Senator Martin.
Senator MARTIN. No further questions.
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The CHAIRMAN. Senator Carlson.
Senator CARLSON. No further questions.
The CHAIRMAN. Senator Malone.
Senator MALONE. I am very much interested in Mr. Hoffman's very

fine outline.
You are in the automobile business, Mr. Hoffman?
Mr. HOFFMAN. Yes, sir.
Senator MIALONE. Where are your plants located?
Mr. HOFFMrAN. The Studebaker Packard plants are located in South

Bend.
Senator M\ALONE. Indiana.
Mr. HOFFMAN. Yes. Detroit, we have a plant in Los Angeles,

which is in California, an assembly plant. That is an assembly plant
which was used for defense work until recently in New Brunswick,
N. Mex. The only plants we have outside of America are a very small
plant, assembly plant in Mexico and a fairly substantial plant in

anada. Hamilton, Ontario.
Senator MALONE. Is it at the South Bend plant where the wages

were. lowered by agreement between the workers and yourself?
Mr. HoFF:tMN. The hourly rates were lowered. The wages were

increased.
Senator MALONE. Would you explain that as long as you brought

it up?
Mr. HOFFMAN. Surely.
Senator MALONE. They worked longer hours?
Mr. H(IFFMAN. No. Our problem was the fact that our rates had

gotten out of line with l)etroit rates. As a consequence the men
were not working.

Senator MALONE. You were paying more than they were paying in
Detroit?

Mr. HOFFLkN. Yes.
Senator MALONE. What was the comparison?
Mr. HOFFMNAN. About 35 cents an hour.
Senator MALONE. You were paying 35?
Mr. HOFFMAN. We were paying about $2.35 and Detroit was pay-

ing $2.
Senator MALONE. You merely lowered them.
Mr. HOFFMAN. We brought them down to a point where they were

competitive. We were confident if we did that we could lower the
prices on our cars, which we did and expand our production and
expand our markets and therefore expand employment and that is
the way it turned out. In other words our people were working some-
thing around only 20 hours a week last spring and they are now
working 54 hours a week. They were making about $200, they are
now making well over $400 a month.

Senator MALONE. Do you have any plants under construction in
any other foreign countries?

Mr. HOFFMAN. No, sir.
Senator MALONE. You don't have one under construction in Japan?
Mr. HOFFIAN. No, sir. There are assembly operations performed

in countries by our distributors in countries that we have no associ-
ation with.
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Senator MALONE. You have no assembly plant under construction?
Mr. HOFFMiAN. No, only the two countries I mentioned, sir.
Senator MALONE. You say that you have every confidence that the

payrolls will not be reduce(; otherwise, you say you would not be for
this piece of legislation. Do you think that the payrolls will be rear-
ranged, that is to say the industrial map will be remade to a certain
extent?

Mr. HOFFMAN. If you take a look, Senator, at the industrial map
over the last 55 years, that has been undergoing constant rearrange-
ment.

Senator MALONE. That was not quite the question.
I have taken a look at the map and I know something about the

reasons for it-I will get into that a little later.
What I want you to answer is whether you believe that service will

be displaced and other industries grow as a result and the industrial
map be rearranged.

Mr. HOFFMAN. I don't believe any gradual reduction in the tariff
would result in displacing industries. I think there would be cer-
tainly a rearrangement.

Senator MALONE. The same industries you think would move to
other places?

Mr. HOFFMAN. NO.
Senator MALONE. Then you don't think that there will be a rear-

rangement-explain it.
Mr. HOFFMAN. I think this: I admit I was never more interested in

any event than I was in what is taking place in this little town of
Wilkes-Barre. You did have coal mining.

As Senator Martin says, some coal miners want to remain coal
miners, regardless. They took me to a building with them where they
had lace curtains-it didn't happen to be coal. We can't control the
whims of women. They don't buy lace curtains any more. But the
people who were manufacturing lace curtains decided that life wasn't
worth while without lace curtains, so they decided to go out of business.

Senator MARTIN. If the Senator would permit me.
Senator MALONE. Go right ahead.
Senator MARTIN. Permit me an observation. The first trouble that

the lace industry had in Pennsylvania was from importation. That
was the first trouble. That cut down the anrount that they can sell.

It was not profitable then to continue, but it was importation that
was the first damage to the lace business in Pennsylvania and the lace
business in Pennsylvania was a very considerable business.

Mr. HOFFTNMAN. I wasn't sure of the reasons except they showed me
this huge building that had been used by this industry and as a result
of the work of this group of people bringing new industry to Wilkes-
Barre they had all that space filled and they had more workers in
that plant now than when they were operating during the days they
were making lace.

That is just an illustration of what has constantly gone on in
America.

Senator MALONE. I think you are exactly right. But I would like
for you to answer some of my questions and we will get into the dis-
sertations later.

Mr. HOFFNEAN. I am trying to.

654
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Senator MALONE. We had a lace man here yesterday or the day
before and that was not his story. lie said the importation of lace
was putting him out of business. le did not say the women were
using inore or less lace. He said the importation had replaced his
lace.

Mr. HOFFM11AN. InI my home we have just changed the venetian
blinds. We used to have lace curtains. I had nothing to do with that.
That is going on all over the country.

Senator MALONE. There are also more homes.
.,Mr. HOFFMAN. That is right.
Senator MALONE. So he says the displacement is from importations

or do you doubt that?
Mr. HOFFMLAN. I seriously doubt that?
Senator MALONE. Well study the evidence.
Mr. HOFFMAN. I seriously doubt that is what is wrong with that

business.
Senator BENNETT. Will the Senator yield?
Senator MALONE. Yes.
Senator BENNETr. The witness who appeared before us 2 days ago

was not talking about lace curtains. Ile was talking about lace that
women use on their personal apparel, so both of you are reasonably
right, because you are talking about two different things.

Senator BARKLEY. That is like the whalebone, the whalebone didn't
go out of business until the corset went out of business.

Senator MALONE. I enjoy all this humor. But I want to get back
to the point that there are payrolls in different businesses. Let me
ask you again. Let's include the crockery, let's include the glass, let's
include the machine tools.

Let's include the minerals, just as the senior Senator from Colorado
included them. l)o you believe that some of these industries will be
displaced by furnishing the market to the foreign people to get the
dollars to buy something that is going to increase payrolls in another
area or another business?

Mr. HoFFM\AN. I would like first of all to make a statement that I
think is basic, that any dollars earned by foreigners, foreign manu-
facturers or producers selling goods to America are spent in America
and benefit some industry, so we are not talking about more or less
dollars.

We are talking about whether some industry is adversely affected
while some other industry is being favorably affected.

I think that's rather basic.
If I may speak to one specific business that you spoke of, the

crockery business, may 1?
Senator MALONE. You may.
Mr. HOFFMAN. At one time I had quite an investment in a con-

cern-
Senator MALONE. I want to tell you though we will get to some of

your philosophy a little bit later. That is fair warning.
Mr. HOFFMAN. 0. K. At one time as I say, they were making all

kinds of devices and they almost threw me out because when I was in
ECA, I was all for getting all the china shipped into America, shipped
from Great Britain and elsewhere.

Senator MALONE. You brought it about.
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Mr. HOFFMAN. So they could earn the dollars and cut down the
cost of the plan.

Senator MALONE. Now Japanese and German china is coming in
and that just about fixed the crockery business.

Mr. HOFFMAN. I said to these friends of mine if you just would use
your ingenuity in this you could stay in the china business and sell
a lot of china. They brought out a set of new china painted in green
and solid colors and other patterns and they got out the best buys there
are in china. The suggestion that the market is fixed and static is
nonsense.

There is a market for china in this country. Let me illustrate that
more dramatically. You ought to know about this. When I was first
married my wife thought 2 pairs of shoes was plenty and now if she
has less than 40 I am mistaken. You have to have shoes for every
occasion. If an industry had said isn't it terrible these foreigners
take our business away when there are 2 shoes per person. We have
so many women and that is all we can sell.

The shoe business did something different. They made it necessary
for you to spend some of your dollars buying shoes, lots of them.

I think the same thing is true of crockery, the same thing is true of
almost anything else.

Senator MALONE. What we are hearing about the crockery business
is not true, then, they are still all in business?

Mr. HOFFMAN. As a matter of fact, Senator, that has interested
me very much that the people

Senator MALONE. It interests the crockery people very much.
Mr. HOFFMAN. People who are most concerned about this policy of

lowering tariffs are for the most part extremely prosperous.
Senator MALONE. That brings up a very important subject and

I will not argue it with you. I want you on the record. Are they
extremely prosperous out in Ohio, the crockery plants?

Mr. HOFFMAN. I can't say in Ohio, in California I can say yes. At
the particular outfit I know about they are.

Senator MALONE. You don't know about what it is in Ohio?
Mr. HOFFMAN. No; I don't know.
Senator MALONE. I can tell you most of them are very much dis-

turbed. I hope you will investigate and if you find I am wrong, send
in a report to the committee.

Mr. HOFFMAN. I will tell them to come to California and show them
how well we have done there.

Senator MARTIN. Will you yield?
Senator MALONE. I will yield.
Senator MARTIN. This is an item, this is hand-blown glass. This

was made in my own town of Washington for 75 years for the third
generation. But the importations are so strong that I am afraid that
that plant employing 800 people will have to go out of business.

There is a plant at Mount Pleasant, Pa.
There are about 3 in West Virginia. There are about 4 or 5 in

Ohio. We pay $1.75 an hour in there for labor. In Belgium it is
about 30 cents, maybe a little more than 30 cents.

Our people regardless of their ingenuity and they have been in the
glass business-well that was one of the great businesses in the city of
Pittsburgh, old General O'Hara hero of the revolution started it.
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The people became very proficient but that is the situation, that is the
situation.

I can tell you about the china plant in New Castle, Pa., and up in
Buffalo, N. Y., and I can enumerate the lace plants in Pennsylvania.

I can enumerate the hat industry in Pennsylvania, and wallpaper.
I have a list of 29 of them, mushrooms, which is an agricultural
product and that has been very successful.

I would not like to try to give the figures on it but that has been a
very successful industry. Agriculture in southeastern Pennsylvania,
right out from Philadelphia. But those are things that have actually
happened.

I want to see-gracious alive-I have advocated reciprocal trade
ever since I was a very young man.

I think the first time I ever heard it discussed was by President
McKinley, when as just a boy I went to his home in Canton, Ohio,
and he impressed me very much.

But on the other hand, that is in effect, and I think it is a matter
that we as American people have to consider.

Senator BENNETT. Will the Senator yield to me for another obser-
vation ?

Senator MALONE. Yes.
Senator BENNETT. Do you know, Mr. Hoffman, do you have any

idea how quickly the Japanese can copy the patterns of your Cali-
fornia pottery company?

Mr. HOFFMAN. I would assume very quickly.
Senator BENNETT. I have been informed within 2 to 3 months they

can have identical pottery in the same identical patterns for sale on
the American market. Since 1948 the sales of the china industry-
and by that I assume the tableware china industry, both sales and
employment are off 40 percent in the years. So while your friends in
California may be able to do very well, Japan is closer to California
than to any other part of the United States, and it is not-in other
words this is not a situation in which people by sheer ingenuity or by
being able to run fast enough to make new patterns can indefinitely
postpone the economic effect of that kind of competition.

A few people were in the industry, who can probably do it, but you
can't completely wipe out this problem of the economic differences in
wage and production rates.

Will the Senator yield for one more point?
Senator MALONE. I will be very happy to yield.
Senator BENNETT. I have to leave for another appointment. I

have been very much interested ever since these hearings started in
the reference made to the need of our agricultural producers to export.

I recognize that that is a very real need.
I also recognize that our present Federal policy provides them with

a domestic market at prices higher than the world market. But I am
also disturbed when a witness presents that as an example, because
if you take the whole agricultural picture, you have on the one side
the need to export and on the other side you have complete protection.

Section 2 sets up embargoes. You can't import Danish cheese,
other dairy products, so if the agricultural pattern were spread over
the whole economy we would not be in this argument, right now.

Mr. HOFFMAN. We would be in a terrible situation. If you want
to talk about Danish cheese I will talk about it.
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Senator MALONE. Then I don't think witnesses should come before
us and say to us, here is a great demonstration of the value of exports
for American industry.

I was very much interested in the testimony of the Assistant Secre-
fary of Agriculture who said they welcomed the imports "of non-
competitive agricultural items" and "nonagricultural items." I don't
want to create the impression that I would in any way destroy the
pattern that has been set up for American agriculture, but the words
"noncompetitive" and "nonagricultural" are very significant.

The thing I want to state is that in that vital segment of our
economy, we do recognize a need for protection. I think that we
should carry that same philosophy through the economy and we
should not say that in order to protect our agriculture we must throw
down the bars to foreign nonagricultural products and supply them
with whatever export markets tley may need.

Mr. HOFF-MAN. Can I make my position clear, Senator?
Senator MALONE. Yes.
Mr. HOFFMAN. I was all for the importation of Danish cheese.
Senator MALONE. You were not running for office in an agricultural

State.
Thank you.
Senator BARKLEY. Will the Senator yield for a question?
Senator MALONE. Yes.
Senator BARKLrE. The 40 percent decline you spoke of a while ago,

do your figures show the trend of prices of that tableware whether
they went up or down?

Senator BENNETT. I am not in that industry so I don't have the
prices but would be my assumption that the present prices have re-
flected a similar decline because that is one of the automatic reactions.

When volume goes down, businessmen try to save as much as they
can of that by shaving their prices. So I think the Japanese prices
must have very definitely undersold the American market which is
one of the things that produced the reduction in volume.

Senator BARKLEY. Tableware has not been going down. I have
had some experience in buying tableware.

If the price of that to the consumer has gone down that is about the
only article where that has happened except agricultural products
themselves.

Senator BENNETT. I shall be very happy to dig up the chart on the
prices of tableware and supply them to the committee and to the
Senator. (The information referred to was fully developed in the
testimony of Mr. Ed. L. Torbert which appears on p. 938.)

Senator BARKLEY. Thank you.
Mr. HOFFMAN. Thank you.
Senator BARKLEY. I appreciate, Senator Malone, the opportunity

you have given me to get this into the record.
Senator MALONE. You are very welcome, I am sure.
While we are on the butter business and cheese business, I think you

did, Mr. Hoffman, when you were giving out the money under ECA,
advocate that Danish butter come in free.

Mr. HOFFMAN. That is right-again Danish cheese, sir.
Senator MALONE. I think so. That has already been mentioned. I

mention the butter particularly because I remember at that time
on the Senate floor I mentioned there probably would be an over-
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production of butter and the butterinakers would be happy to know
you favored that policy.

I got a letter from you at that time, and I answered it, and my
correspondence thinned out after that time.

You were for it, and you are still for it, I take it.
Mr. hfoFFAiN- . Yes, sir.
Senator IALONE. Importation of butter without tariff.
Mr. HOFFMAN. No; that isn's so, sir. Because there was a very

substantial tariff on butter.
Senator MALONE. If I remember right, you said-and I may have

to look it up-that it was silly, or something to that effect, that the
Danish people were able to produce more butter than they needed,
and they wanted to sell it and get these dollars, which are very impor-
tant to everybody, including the senior Senator from Nevada, and
if we took the butter and took the tariff off, butter could come in here,
and we could have substantially cheaper butter.

Mr. HOFFMAN. I would have to check the record on that. I
have never been for taking tariffs off without having the element of
gradualism in it.

Senator MALONE. Without what?
Mr. HOFFMAN. Without the element of gradualism. I simply say

that people should have a chance to adjust.
Senator MALONE. In other words, you should strangle them gradu-

ally, and not all at once?
Mr. HOFFYIAN. Not at all.
Senator MALONE. If you took off part of it today, and then they

adjusted it by different kind of feed for the cows, or less feed, or
something, and then you took off some more, unless the wage standard
of living, the taxes, and the cost of doing business here and in Den-
mark change, would there be any ultimate effect but to go out of busi-
ness, or did you think they would go into another business?

Mr. HOFFM.N. I think the question of volume comes in here. I
think I remember the figures on this Danish cheese. We were under
a constant pressure, as we should have been, when we were adminis-
tering the Marshall plan, to cut down the cost of that plan.

We were told we had to be out of business in 4 years. That meant
we had to drop down from 5 to 3 to 2 to 1.

Senator MALONE. You didn't go out of business; we changed the
name and built it higher.

Mr. HOFFMNIAN. I can give you the figures.
During the 21/2 years I was with ECA, the aid dropped by the

proportions I was speaking of. The only way it could be done with-
out adversely affecting the economy of the foreign countries was to
have them earn dollars.

So we were putting pressure on them to get them to earn dollars.
We went to the Danish people and said we think there is a market

for blue cheese in America, specialty cheese that they make that
wasn't made in any vohune here in this country.

The total volume of cheese produced is around $500 million.
We were giving Denmark at that time, providing Denmark with

about a hundred million dollars. We felt they might sell 2 or 3
million dollars worth of cheese here against 500 million of production.
I think the question of proportion is important.
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I do not believe that the sale of-I did not then believe, and I am
not exactly sure of my figures here, that the sale of $3 million of
Danish cheese would even affect the $500 million. It was a specialty
cheese. Of course, we were stopped in saving that $3 million for the
American people who were footing the bill-that is what they were
doing-because of pressure that built up to block that cheese.

I might say it made very difficult any further effort on our part to
get the Danes into any kind of business that would earn them dollars,
because they said why try it. The minute we do, we will be stopped
right in our tracks.

Senator MALONe. I understand your position fully, but the question
came up now as to what you said on butter.

I am unable to find yet the exact quote although I know it is here
because I made this address on the Senate floor in 1949 and quoted you
at some length.

Mr. HOFFMfAN. I am sure Senator-I will just admit frankly-
Senator MALONE. Mr. President, I continue to quote from the

article by Mr. Hoffman, appearing in the April issue of the American
magazine:

"From Belgium we're obtaining blankets, linens, glassware, leather goods,
musical instruments. Britain is sending us cutlery, woolens, industrial dia-
monds, and Scotch whisky."

Mr. President, all that is very interesting and I am very much interested to
know that Mr. Hoffman is advocating that those materials-such as woolens,
linens, glassware, leather goods, and blankets-be shipped into the United States
and marketed here at the low price resulting from low wages paid, with no pro-
tection given to the workingmen of America.

I read further from the article:
"But Europe needs to step up her exports to the United States still further."

This is your quotes. You are still for that?
Mr. HOFFMAN. I am still for it.
Senator MALONE. There is no disagreement about that. [Reading:]
I should like it to be well understood by the Senate that Mr. Hoffman advocates

that that be done-through policies established by the administration which
I call the three-phase free-trade policy, under which the tariff or import fees are
lowered to the point that they do not represent the differential in the cost of
production, which means that products of cheap labor will compete in the United
States with the products of our own workingmen. Mr. Hoffman says in that
connection:

"If the 16 Marshall-plan countries could increase their sales to America by
merely 1 percent of our present national income, they would be able to pay for
all their imports from this country without any further help from us. To this
end, we are encouraging European manufacturers to restyle their products to
attract American customers. For example, we suggested to 1 Dutch chocolate
manufacturer that he could increase his United States sales by packaging his
product in 10-cent bars instead of the present bars that sell for 50 cents. Another
way Europeans can increase their sales to us is by letting us see exactly what
they do offer. Perhaps a "fair train" touring the country with displays of
European merchandise and taking orders from wholesalers and department
stores would help."

Mr. President, I have no doubt that it would help greatly to promote sales of
European goods produced by cheap labor-to have a "fair train" financed by
ECA funds touring the country-and I am very glad to know that Mr. Hoffman
is undertaking to bring that about.

Quoting further:
"ECA finances colonial development:
"The overseas territories of five Marshall-plan countries-Britain, France,

Belgium, the Netherlands, and Portugal-are rich in undeveloped resources.
By developing those resources they can make themselves less dependent on food
and raw materials from the Western Hemisphere. We are working with them
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to that end. For example, Britain has asked us to help in opening up a vast
territory in Northern Rhodesia."

That is one of of their colonial slave nations and they are having a little
difficulty with all this colonial slavery throughout the world. I think France
and all the rest of them, four of them, now are having the same difficulty.
They will not be able to collect tribute from any of them after this; that is,
to make a profit on them. Again quoting from Mr. Hoffman's article:

"The area, virtually uninhabited, is known to contain great mineral wealth
and to possess enormous potentials for agriculture."

We evidently followed your suggestion there because through
grants-in-aid, Britain, England, built up a great stockpile of lead
and zinc, and that was following your line of thought here. They
got most of it from us and, from their colonies.

Early in 1953 they broke the market in America by shipping that
stockpile, or a good portion of it, into this country-at reduced
prices, naturally-it hadn't cost them anything, so anything they got
out of it was a profit.

The production was very cheap in Africa, and we had furnished
the money, enough to buy it in any case. So they brought it in here
and broke the price from 16 cents a pound on zinc to 10 cents a pound,
and it is still only 11 or 111/2, and turned most of the zinc ore in this
country into country rock, that is, country rock in distinction to
ore-ore which you can mine at a profit.

I think you will be happy to know that we followed it at least to
that extent.

Then I say:
Mr. President, I have seen many of the areas in Africa-

this was at least years before they broke the market-
I flew the full length of the Nile. I stopped in the Sudan country, where

the English are doing a great work.
One little matter between the English and Egypt has to do with areas in

Sudan and Egypt. The Egyptians are afraid that with our money the English
will build too many dams on the Nile in the upper Sudan country and not allow
the water necessary for Egyptian agriculture to come down the river.

That is what they are starting to do. They had a little bad luck
there, and they are not promoting it so much now.

That is one place that our money may cause some -trouble.
Then I proceeded through the "Victoria Lake country, Rhodesia,

South Africa, the Belgian Congo, the Gold Coast, the Ivory Coast,
Dakar in French West Africa, and so forth. As Mr. Hoffman has
said, there are not many white people in certain of these areas. But
there are other races there, and the areas are being utilized.

Now, I intended to find the Danish butter, it is here some place.
But if I find it I will put it in the record, Mr. Iloffman. I don't see
it offhand, and it is not too important as long as you understand
what you said at that time, and are still for it. There is no argument.

I was also interested very much in your statement here, which I
commented upon at the time it was going on. You outlined in
response to a question from the Senator from Kentucky that the
increased industrial output was up 136 percent, and even more than
that, but that will do for the purposes that I am bringing it up.

Mr. HOFFMAN. Up 36 percent.
Senator MALONE. Starting with 100 percent.
Mr. HOFFMAN. Up 36 percent, yes. It is 136 percent of the 48

base, which is a 36-percent increase.



662 TRADE AGREEMENTS EXTENSION

Senator MALONE. I put a table in the record, but I don't want to
take the time of the committee to look it up at this time.

The tables I put in in 1949 and 1950 were all based on 100 percent
being normal before the war.

Mr. HOFFMAN. I think the discrepancy there may be this, that some
of those tables were based on 1938 as the last peacetime year, but the
figures I have were based on 1948, we took the 1948 figure, which was
the year in which the Marshall plan started; and between then and
1951, the industrial production of Europe increased 36 percent.

Senator MALONE. I will not argue about what we assumed, but is
this a hundred percent normal production in Europe before the war,
or is it normal production during the war, the 100 percent?

Mr. HOFFMAN. I can get those figures for you. I think I can give
them fairly accurately. I think by the end of 1951, the fiscal year of
1951, from July to July, that fiscal year, that production in Europe
over 1938, the last prewar year, was up about 40 percent.

Senator MALONE. Well, for the purpose of bringing it up it is not
important, the important thing, in my opinion, just as I pointed out
on the Senate floor in 1948 and 1949 many times, is that there is no
difficulty in building an industrial plant when you have a market for
the goods. Anybody can go out and finance a plant when the market
is assured for the goods at the price at which you are competing, that
is true.

Mr. HOFFMAN. That is true.
Senator MALONE. So the reason we were financing them was be-

cause they had no market to take care of the production from the
plants that we were building.

Mr. HOFFMAN. Wait a minute. I would like to make this point.
I didn't want to interrupt the Senator-
Senator MALONE. You can interrupt me any time, because I want

to bring this out in the record.
Mr. HOFFMAN. I would like to make it clear that every European

manufacturer who received any machinery or had any rehabilitation
paid for it, he paid for it in the currency of his own country, he got
nothing for free.

Senator MALONE. Who did he pay?
Mr. HOFFMAN. He paid into the counterpart fund.
Senator MALONE. The counterpart fund-how much of all this

business went into the counterpart fund?
Mr. HOFFMAN. There wasn't one European individual or manufac-

turer that got anything for free, he paid for what he got with the
currency of his own country.

Senator MALONE. Who did he pay?
Mr. HOFFMAN. He paid that into the Government.
Senator MALONE. Into their government?
Mr. HOFFMAN. Into their government. Now, the control over that

counterpart fund was vested in ECA and that government, it couldn't
be released until there was joint approval.

Senator MALONE. What becomes of it?
Mr. HOFFMAN. It was spent-that is why we always said these

dollars did double duty, in the first place they provided exchange for
the foreign manufacturer.

For example, we will say there was a manufacturer in France who
had plenty of business, but he couldn't buy cotton because the farmers
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in the South wouldn't take French francs for their cotton. He would
make application for ECA funds, we will say for $10,000, with which
to buy the cotton, and we would put up the equivalent amount in
French francs to his Government.

Senator MALONE. And the Government got the dollars?
Mr. HOFFMAN. We gave the Government the dollars, the Govern-

ment gave those dollars to that French manufacturer in exchange
for his francs. The francs were then used for rehabilitation in that
country. In France they went into rebuilding bridges.

Senator MALONE. The fact remains that what we did was pay for
the cotton.

Mr. HOFFM. N. The cotton was paid for by those dollars.
Senator MALONE. But the cotton was paid for really by the taxpayers

of America?
Mr. HOFFMAN. Certainly.
Senator MALONE. That goes far enough.
Mr. HoFFMtN. But the impression that keeps persisting is that the

American taxpayers gave to these manufacturers and private in-
dividuals the money to buy that machinery. That wasn't the case.
In every case the manufacturer or the individual that got the goods
paid for them in the currency of his own country.

Senator MALONE. I don't remember that I ever said that, I certainly
didn't this morning. What I said was that we gave the money to the
government to buy the products in this country, and the taxpayers of
this Nation lost the money.

Mr. HOFFMNAN. No, not entirely, because those dollars came flying
back home.

Senator MALONE. That is a very good policy. If your Studebaker
eople can't compete with Detroit, maybe you can go to a banker in
outh Bend and get him to give you a few million dollars to scatter

around the country to buy Studebakers. Do you think that would be
a good idea?

Mr. HOFFMAN. No, I think it would be a very bad idea.
Senator MALONE. I do too.
Now, let's get back on the subject. The point I am trying to make is

this, when you overbuilt the industrial plants of Europe beyond their
ability to consume their production with their own money and their
own earning power-we knew you were doing it, any industrial
engineer in this Nation knew when you did that you were overbuilding
beyond their ability to consume in that nation.

Therefore, somebody had to buy.
Mr. HOFFMTAN. May 1 enter a complete and absolute demurrer to

that statement?
Senator MALONE. What statement?
Mr. HOr F AN. That the plants were overbuilt.
Senator MALONE. They are overbuilt now; aren't they?
Mr. HOFFMAN. In Europe?
Senator MALONE. Yes.
Mr. HOFFMAN. No.
Senator MALONE. Why do they have to sell to the people some

place else if they are not overbuilt for the consumption of Europe?
Mr. HOFFMAN. I think we have to get back to a point where we

look at the total figures. I should say that for many reasons it is
desirable that the European manufacturers do have a market here to
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a limited extent. We are talking about a very small sum of money
comparatively.

Senator MALONE. You mean $5 billion is a very small sum of
money ?

Mr. HOFFMAN. I don't think you were here when I gave the testi-
mony-

Senator MALONE. Yes, I was here.
Mr. HOFFMAN. I would say that under the most extreme conditions

that the full application of the provisions of H. R. 1 would not result
in over an additional $1 billion of manufactured goods coming into
the United States.

Senator MALONE. I think you are completely wrong, because there
would be just a few industries affected by that amount. That is
simply a theoretical amount. And you believe you would not be
displacing any industries, at least you wouldn't adlit it a while ago,
you think they are going to move some place else and do the same
thing.

Mr. HOFFMAN. You are misinterpreting what I said.
Senator MALONE. I will come back to that. I warn you, I never

give up on a question.
Tell me, then, when you import these goods, do you not remake the

industrial map of the United States to the extent that you displace
one industry and then-theoretically, at least, and assuming for the
minute that you are right-then you think that the increase in em-
ployment will take up the slack that there will be in another industry?

Now, do you say that that will happen under this act, and has been
happening?

Mr. HOFFMAN. I would say that any imports that compete with
domestically produced goods do require-do result in some rearrange-
ment.

Senator MALONE. Remaking the industrial map; isn't it?
Mr. HOFFMAN. But the point is to what extent-in other words, to

what extent-
Senator MALONE. You admit it does remake the industrial map?
Mr. HOFFMAN. Not in language of. that kind. I admit it has an

effect upon
Senator MALONE. You admit that it tends to remake it?
Mr. HOFFMAN. Not even tends to, has an effect upon.
Senator MALONE. What is the difference?

Mr. HOFFMAN. There is quite a difference. It has some effect on it.
Senator MALONE. How do you explain it?
Mr. HOFFMAN. One-half of 1 percent of our gross national produc-

tion-that is a total of production of goods and services in the United
States-the goods and services that we are talking about, the $5 bil-
lion, represents

Senator MALONE. You are talking about the entire amount?
Mr. HOFF-AN. Represents less than one-half of 1 percent. Of

course, even one-half of 1 percent has an impact, but it doesn't result
in wholesale rearrangement, it doesn't upset the economy, and no
such language, in my opinion, is justified.

Senator MALONE. I didn't say it upset the economy, you are mis-
interpreting my question.

I asked if it remakes the industrial map.
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Mr. HOFFMAN. I think that the statement is entirely unwarranted.
Definitely not. I think what it does do, it effects it in a very small way
in certain segments.

Senator MALONE. Let's take the glassware industry and the Morgan-
town Glassware Co. in Morgantown, W. Va. This company has now
sued the Treasurer of the United States and done so on constitutional
grounds to declare this act unconstitutional because he has been col-
lecting the lower tariffs, and it is alleged that Congress doesn't have
the constitutional authority to transfer the constitutional legislative
power of Congress to the Executive.

Now, they are very clear that they had 300 employees, and they now
have 150, and the rest have been displaced by imports. To that ex-
tent you are remaking the industrial map, if that 150 employees
are employed some place else-let's assume the whole 150, not 149, but
150-then you have made the industrial map over to that extent;
have you not?

Mr. HoFFMAN. To the extent of 150 people out of 63 million em-
ployees; if you can figure the percent, all right, I can't.

Senator MALONE. I appreciate the sarcasm, but you are going to
stay here until you answer some of my questions.

Mr. HOFFMAN. I am glad to stay, Senator. I am a voluntary
witness.

Senator MALONE. You can walk out if you want to.
Mr. HOFFMAN. I would be very glad to stay.
Senator MALONE. But I don't appreciate these remarks, because you

are going to answer my questions or decline to answer them before
you are through, one of the two.

To that extent you say it does remake the industrial map?
Mr. HOFTAN. Yes.
Senator MALONE. Now, if that is multiplied any number of times in

other industries, such as the crockery industry and the mining indus-
try and the machine-tool industry, then to the extent that it re-
places industry in this country you have remade the industrial map?

Mr. HOFFMAN. I tried to answer that very explicitly.
Senator MALONE. You didn't answer it very explicitly, you dis-

coursed on it.
Mr. HOFFMAN. If I understand the English language
Senator MALONE. I hope we both understand it.
Mr. HOFFMAN. If I do, the remaking of the industrial map of the

United States would give a picture of something quite revolutionary
taking place.

Senator MALONE. That is exactly what is taking place.
Mr. HOFFM[AN. InI my opinion, the answer to that is definitely

"No," it is an effect that one-half of 1 percent will have.
Senator MALONE. One-half of 1 percent is your estimate, but I am

trying to get you at least to give me your opinion as to whether or
not, when you displace a mining industry in Pioche, Nev., with 4,000
employees,* when you decrease the employees of a glassware plant in
Morgantown, W. Va., by half, from 300 to 150. when you decrease the
employment in the clothespin industry -and the man sat right where
you are sitting here and estimated the number of employees already
gone, and they would all be gone in a very short time unless an adjust-
ment is made-that to the extent of all these displacements, you are
remaking the industrial map of the United States of America, assum-
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ing for the purpose of your statement that they are all employed
some place else at some future time.

Mr. HOFFMAN. I would like to read into the record my statement:
The next hard fact that we must face is that certain segments of our economy

will be adversely affected by an increase in imports. I do not deny that this
can happen. But I do wish to assert this: A business that can't adjust itself to
some slight increase in competition from abroad, can't survive anyway.

I will stand on that statement.
Senator MALONE. All right, I think you have admitted now that

this does rearrange it to the extent of the displacement; isn't that
correct?

Mr. HOFFMAN. And other industry expanded to that extent, because
those dollars are spent elsewhere.

Senator MALONE. That is the point I am trying to put over to you,
that you remake the industrial map to that extent.

Mr. HOFFMAN. I don't like the language, but to that point it affects
it.

Senator MALONE. I don't care whether you like the language or not,
I don't like yours, but I don't object to it.

Mr. HOFFMAN. I don't object to yours, sir.
Senator MALONE. To that extent, then, it is remade; isn't it?
Mr. HOFFMAN. I don't care to discuss it, because I will stand on my

language that it affects it.
Senator MALONE. If these men are out of work and employed in

another area, then, to put it another way, you simply build up one
area at the expense of another?

Mr. HOFFMAN. I would say that if there were an increase in imports
in the United States that resulted in 10,000 men losing their jobs in
certain industries or businesses, that there would probably be 15,000
men getting jobs in other industries. There would be a net increase
in employment.

Why Because there was a market here for foreign products, in
my opinion, that is not competitive, even though manufacturers think
it is.

For example, people buy Spode china, which is a very high grade
English china.

Senator MALONE. How do you spell it?
Mr. HOFFMAN. I would be guessing.
Senator MALONE. I am guessing in try to understand you.
Mr. HOFFMAN. I can get the exact spelling.
S-p-o-d-e.
Senator MALONE. What is it?
Mr. HOFFMAN. A very high-class china. It is something that peo-

ple in this country want. They don't get it to replace the china they
ave, they just get it because they want Spode china. That doesn't

displace any employees.
senator MALONE. Maybe I want a tweed suit-and I have pur-

chased 1 or 2-if I want an imported suit, then I would be willing to
pay the difference in wage standards between this country and the
foreign country. If I wanted to get this china I would also be
willing to pay the difference in the wage standard between this country
and the foreign country in which the china is made, the difference
which the Tariff Commission decided in the wage standards and the
living standards between this country and the chief competitive nation.
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When you get into that class-and I assume you are in it-and I
hope to reach it sometime, but the prospects are very dim here-where
I want to buy something made in England or Scotland, then I would
be willing to pay that much additional to keep the labor at work in
this country, an( it is not very much.

Mr. HOFFMAN. Senator, I assure you-
Senator MALONE. And it doesn't cut down the amount coming in.
Mr. HOFFMAN. Senator, I assure you that I would be against any

program that wouldn't result in expanded employment in America.
Senator MALONE. I don't believe it is expanded at all, because just

as much of that chinm will be sold at a 10-percent increase to men like
you who have the money to buy it.

Mr. HOFFMAN. Let's get away from personalities. Let's say men
who buy it. But I think a liberalized trade policy will result in a net
increased employment.

Senator MALONE. I want to put one additional question in that
connection. When you say that the people can send this stuff in and
compete with the domestic industry, and if we can't compete with it
we would not be able to survive anyway, do you mean bring it in with
the wages that they pay in England and Scotland and in Japan, and
if they can't compete with production costs at those wage rates, then
they ought to go out of business, is that what you are saying?

Mr. HOFFNEAN. I testified here on behalf of a specific measure which
permits the reductioin--

Senator MALONE. Won't you answer that question for me simply-
not a discourse?

Mr. HOFFMAN. Will you repeat the question?
Senator MALONE. Yes, I certainly will.
In other words, we know and you know that when we lower the

tariff 5 percent, 10 percent, 15, 50, or 75 percent, as we have in certain
cases, then this low-cost labor, with machinery put in that area or
country by American producers, in addition to the American machin-
ery put in by the taxpayers and used by the countries themselves, are
able to come back and compete and undersell American labor and
American producers-and you think they ought to go out of business
if they can t compete?

Mr. HOFFMAN. As far as I know that is a hypothetical case.
Senator MALONE. It is not a hypothetical case, because there are

dozens of cases that everybody knows about.
Ford has 26 plants in foreign nations. And I was under the im-

pression that-at least, you had great publicity about it-that you
were building a plant in Japan. I am happy to find out that you
are not.

Mr. HOFFMAN. We have no such project.
Senator MALONE. While we are on that question, you couldn't com-

pete with Detroit, so you lowered your wages. The question I just
asked you about these'plants that are using the lower cost labor-you
know what they do, they take the superintendents and foremen, I have
visited these plants, and I know-when you say they can't compete, do
you mean that they should lower the wages like you have so that they
can compete?

Mr. HOFFMAN. 11Te have lowered our wage level to a competitive
level, and that is all.
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Senator MALONE. That is what you think should be done here?
Mr. HOFFMAN. That is one man's philosophy.
Senator MALONE. Maybe he would have to agree with it to eat.
Mr. HOFFMAN. I believe in the American standard of living, of

course. As Senator Millikin brought out, you do have the peril point
in this legislation.

Senator MALONE. It has never been effective so far.
I want to tell you why it is not, effective-and I think you perhaps

know it already.
Congress asked for the peril point-the Tariff Commission is fully

equipped to determine the peril point. The Commission fixed the
peril point, which is where the tariff obviously ought to be, because
it makes up the difference of cost between here and the chief competi-
tive nation.

Now, the State Department or the President, whoever does it-it has
been much suspected that the State Departtment takes the lead-may
or may not adopt that peril point in the trade agreement.

Let's assume they do, and they make a 3-year trade agreement, which
runs continually after that, in most cases until the President asks
for its cancellation. Ten seconds after the ink is dry that nation
can manipulate its currency values in terms of the dollar, which you
know they do, they can adopt an exchange permit, unless they al-
ready have it, and most of them do; they can adopt an import per-
mit on that particular product, and most of them do already-thus
completely destroying any reciprocity that was ever intended by the
trade agreement.

Do you understand that?
Mr. HOFFNIAN. Well, I would like to see the evidence that that has

happened.
Senator MALONE. I can give you all the evidence you want.
Mr. HOFFMAN. Under any program I assume there would be

abuses.
Senator MALONE. What does it cost you to get a Studebaker in Eng-

land, what is the tariff on Studebaker?
Mr. HOFFMAN. There are no imported Studebakers in England, ex-

cept for American citizens, the market is barred to us.
Senator MALONE. You mean it doesn't cost you anything to take a

an American car and sell it in England?
Mr. HOFFMAN. You can't get a license to export an automobile to

England.
Senator MALONE. Isn't that wonderful? And that is exactly the

way it is on these products under the trade agreement, there is nothing
reciprocal about it, about the whole thing you have described.

Now, if you understand there is nothing reciprocal about this,
what you are really advocating is simply a rearrangement of the in-
dustrial map of this country-whether you like the language or not,
that is what it does. It abolishes one area, the people move to an-
other area, or people are employed to offset that loss of employment,
isn't that what happens?

Mr. HOFF..N. As I have said several times, of course you can't
import $1 million worth of imports without having an effect on
economy.

Senator MALONE. I don't admit the $1 million figure at all. I think
it is a mighty hypothetical figure you have arrived at. And I still
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have to come to your philosophy here-I will get to it pretty Soon-
in this CED organization that you organized. I remember it well,
when you organized it in 1938 or 1937, whenever it was.

Another question: on this tariff that we followed for 75 years to
make up the differential between production costs here and abroad,
you (1o not believe that the workignian and small investor-I am
talking about investors small enough so that they are not able to go
to foreign countries and 1)ut in these plants and import the goods
here-you (1o not believe they are entitled to protection-or you can
call it duty, as the Constitution calls it, or tariff, as we usually refer to
it-that makes up the difference in the cost of doing business-the
difference between the standards of living here and abroad, and the
taxes here, between this country and the chief competitive nation.
])o you not believe that they are entitled to that protection on each
product €

Mr. 1iqJV*r.\x , . I think the burden of 1)roof is definitely upon that
industry or that business that can't compete successfully both with
domestic and foreign competition -th1s is now illy theory-but I
think that a duty is in a real sense a tax upon the consumer. There
are some instances where it is perfectly justifiable to tax the consumer
to benefit a particular industry or a particular business.

Senator MALONE. That couisuner would just be an ordinary work-
ingman, at least 999 out of a thousand would be, who also keeps his
job in an industry that foreign imports might throw out of business if
this was followed all the way through. You see, everybody, up to
now, has been for a tariff on what they sell and for free trade on what
they buy.

Mr. I OFFMAN. You understand that in least that respect our record
is clear. I am against any tariff whatsoever on automobiles.

Senator MUALONE. )-oi1 are, but there is a 10-percent tariff.
Mr. HOFFMAN. There is, but we would like to have it taken off, and

this is in the record.
Senator MALONE. Have they all testified to that effect?
Mr. HOFFMAN. I know Mr. Wilson did, and I think all the rest did,

too.
Senator MALONE. I am sure there would be no difficulty in taking it

off if they would all come down and ask for it. But it is 10 percent,
is it not?

Mr. HOFFArAN. We would like to see it taken off.
Senator MALONE. Are you speaking only for yourself?
Ihr. IIoFFMAN. I am speaking for those whom I know in the in-

dustry.
Senator MALONE. And you must know all of them.
Mr. HoF'F IAN. I do. I do not know anybody who thinks that tariff

is necessary or desirable.
Senator MALONE. I don't think you will have much trouble with it

if you want to take it off. It, hasn't been changed in a long time.
Mr. HOFFMAN. I think it should be changed.
Senator MALONE. Do you think you can protect yourself here in the

automobile business-and perhaps you can, perhaps you might even go
into the foreign production business, as Ford and others have, if you
had no tariff here at all. But I want to ask you again just what it costs
to get a car, just an ordinary, medium-priced car, into England or

59884-55-pt. 2-4
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any of these foreign nations which we have been giving the money
to, to sell there on the market.

Mr. HOFFMAN. It entirely depends-I can't give you the exact scale
of tariffs on it-it depends upon the market. Some markets are al-
most free markets, for instance, Venezuela is a free market.

Senator MALONE. What about Europe, where we are now giving our
money away?

Mr. HOFFMAN. In Belgium, the tariff is very low, but I can't give
you the exact figure. In France-

Senator MALONE. Is there a permit system for imports?
Mr. HOFFiAN. Yes, but it is very liberal.
Senator MALONE. But you do have to have a permit to bring them

in?
Mr. HOFFMAN. Yes, sir.
Senator MALONE. Do you have to get a permit for exchange to pay

for it?
Mr. HOFFMAN. Yes.
Senator MALONE. Go ahead.
Mr. HOFFMAN. In most of the countries of Europe, because they

haven't got the dollars, Senator-in other words, if there were plenty
of available dollars in Europe, the European market, in my opinion
would be opened up.

Senator MALONE. That is one of my troubles, or I would have an-
other automobile, too. Now, an individual can have only one method
of having a dollar shortage, and that is if he insists on spending more
than he earns. And I guess we have all had that trouble at different
times, but a nation can get a dollar shortage in two ways. A "dollar
shortage" to me is the silliest thing I have ever heard anybody say,
and you have heard here for 10 or 15 years or even more. And
that was intended over in London, just like the "trade, not aid." The
second way a nation can have a dollar shortage in addition to spend-
ing more than it earns each year is to place a price on its money in
dollars higher than the market price thus creating its own dollar short-
age. They can do that, can't they?

Mr. HOFFMAN. Yes.
Senator MALONE. How many of them have it over there?
Mr. HOFFMAN. There are very few countries where the currency is

good compared with the American dollar today.
Senator MALONE. Aren't there some that have a free exchange on

the market so that the market can reflect the dollar value of their
money-if they had a free market, they wouldn't have a dollar short-
age, would they ?

Mr. HOFFMAN. I can't speak with authority on fiscal policy.
Senator MALONE. You don't have to speak with authority at all.
Mr. HOFFMAN. I know this much about this fiscal field. That when

you get into a question of convertibility and nonconvertibility of ex-
changes, you are in an area where great competence is required. I
haven't that competence.

Senator MALONE. I think that is the first time I have heard you ad-
mit it, but I think it is helpful.

Mir. HOFFMAN. That really was a sarcastic statement.
Senator MALONE. Let's pursue that, Mr. Hoffman. Is there any

nation in the world that has an open price on money in the market so
that if you have a franc or a pound or a mark, or whatever you might
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have, that you know the world price of it by looking at the market?
You know what you can get at your bank in the morning

Mr. HOFF,3AN. I think Switzerland is still open-it was at the time
I was in Europe.

Senator MALONE. Well, that is the only one?
Mr. h1OFFAMIAN. Switzerland was open. However, this must be said:

I think under ECA we were successful in achieving a very substantial
improvement in this matter of exchange restrictions.

Senator MALONE. I think you were, too. I think you can get about
400 for a dollar, 400 francs for a dollar-I don't know what it would
be if you went out in the street and bid. When I was there in 1947
you got 250, 1 think, officially, and if you went out in the street and
you were dressed like a tourist somebody would rush up and give you
the number of francs you insisted upon getting for a dollar; it was
always about twice the open-market price.

Mr. HOFFMrAN. If you want the exact prices at the time I went to
Europe, it was 119 to the dollar, and the black market was about 475.

Senator MALONE. I think that is descriptive of all the nations
doing business in the world with the exception of 2 or 3.

Mr. HOFFMAN. I think, 2 or 3 years ago, as a result of a successful
operation, the franc came very close to being stabilized.

Senator MALONE. Is it stabilized now on the open market?
Mr. HOFFMAN. I can't tell you.
Senator MALONE. I can tell you it is not. I can tell you also that it

never has been, because I was there when you were there. And the
open market quoted on the exchanges-or the black-market price, as
they call it-always was substantially above in francs to the dollar
what the fixed price was. Otherwise, there was no reason to fix the
price. That is the reason you can't do business with it. And what
we are trying to do, and have been ever since I have been in the
Senate-and I thought we were trying to do that before-one of the
reasons I am here is just on this very thing you are here to testify
on today-what we are trying to do is to force trade beyond the in-
come of the Nation; therefore, we either have to give them the money
to buy, or give them our market to pay for it, or they can't buy. And
it is just about that simple. In this Nation we call it installment
buying, and maybe we could install the installment buying in all these
other nations, and we could just as well give them the money.

And in passing, I just want to say to you-or I will ask you if you
know-we had about 41/2 percent to 5 percent legitimate foreign trade
for many years. What is it up to now ?

Mr. HOF AN. The figures for 1954, I don't know.
Senator MALONE. Well, I can tell you. I think, if I remember

right, it is around 10 or 12 percent, maybe a little higher.
Mr. HOFFMAN. Does that include the military?
Senator MALONE. It does. I have just come to that. It includes

the military equipment we give them, the value of it, and the money
we give them each year. And if you subtract these other items,
you are right back to the 41 or 5 percent you started with. In other
words, all you are doing is giving them the difference, and the Ameri-
can taxpayer is digging it up.

I will tell you something else that will be evident to everybody in
a few months. The military equipment we are making in Detroit
and elsewhere and sending to Europe, most of it is obsolete and will
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never come out of the warehouses over there, unless Russia takes it
out, if they should happen to move.

Now, I asked you already, if we have completely free trade with
these other nations-this is what you are for, you said that, didn't you?

Mr. HOFFMAN. Well, I said I am for moving constantly toward
free trade.

Senator MALONE. Well, do you understand that if you lower a tariff
1 percent, and it is already balanced, that the wages in that industry
here would have to be lowered to that extent, and the investments
written off to that extent to stay in business?

Mr. HOFFMAN. No.
Senator MALONE. You don't understand that?
Mr. HOFFMAN. Not at all.
Senator MALONE. Why did you have to lower your wages, then, in

South Bend?
Mr. HOFFMAN. That was under entirely different circumstances.
Senator MALONE. I don't see any difference, with low-cost water

transportation the only thing separating you.
Mr. HOFFMAN. The costs enter into it, and one of those costs is

wages. And your wage rate is important. There is a great distinc-
tion between hourly rate and monthly take-home pay, that is one
thing that some people don't grasp-I am not talking about you
at all.

Senator MALONE. Some of ours are not taken home.
Mr. HOFFMAN. But the fundamental thing you have got to look

at is cost.
Senator MALONE. That is absolutely true.
Mr. HOFFMAN. As far as I am concerned, if we had been able to

keep our unit cost competitive with higher wages, I would have
liked to have kept the higher wages.

Senator MALONE. That is what it is all about then, and we have
spent an hour here in trying to get some understanding between us,
I in the engineering business, and you in the automobile business,
we have wasted quite a little time. That is what I have been trying
to say to you. The Tariff Commission under the 1930 act is entitled
to take these matters into consideration, the costs in this country
as compared to the costs abroad. That is what you had when you
passed this other act and nullified that act for all practical purposes.
And that is what you would go back to-I suppose you understand
that-if you did not extend this act. Any item upon which there is
not a trade agreement at the present time-there would be no more
made-would go right back to the Tariff Commission on the basis
of the difference in cost to this Nation in production on every item
and that of the chief competitive nation and adjusted in a flexible
manner to keep that balance. You understand that, don't you?

Mr. HOFFMAN. Yes.
Senator MALONE. But that is what you are against, what you want

is a tariff lowered below that cost, you testified to that, have you not?
Mr. HOFFMAN. I would say-
Senator MALONE. Below that differentiation?
Mr. HOFFMAN. I would say that I am in favor of keeping the pres-

sure on, yes. In other words, I can't believe that that 1 percent that
you are so concerned about would immediately reflect itself in lower
wages, I think it would reflect itself probably in greater efficiency.

672
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Senator MALONE. Well, you take, it for granted that business in this
,country is not efficient, and what you are trying to do is force them
to be more efficient, is that your objective with this bill?

Mr. HOFFMAN. I would say so, sir. I would be very glad to go on
the record as saying that the Sherman Antitrust Act was one of the
greatest acts ever passed, because it did put pressure on business to
be

Senator MALONE. What did the Sherman Antitrust Act say in that
regard ?

Mr. HOFFMANi. The Sherman Antitrust Act prevented combina-
tions in restraint of trade, prevented price-fixation in restraint of
trade, among other things. And I think one of the reasons American
industry has made such remarkable progress is because we haven't
had the type of cartelized industry that they had in many parts of
Europe; we have had the competition domestically that has kept the
pressure on. Yes, I think it is important to keep the pressure on.
We are never in a position where we can't improve.

Senator MALONE. You are the first one that I have heard advocate
that we use lower-cost labor in foreign nations to put the pressure on
American business.

Mr. HOFFMAN. I am not saying that.
Senator MALONE. You brought in the Antitrust Act, I didn't, and

I don't think it is pertinent.
Mr. HOFFMAN. I am simply trying to say that I do not believe that

a slight increase in competition in foreign goods is going to have an
adverse effect on the industries where competition takes place.

Senator MALONE. In other words, what you think-and you said
that, it is in the record, I think we could find it and read it-that any
nation that couldn't stand the competition with this low-wage la-
bor-

Mr. HOFFMAN. You keep bringing up lower-wage labor-
Senator MALONE. Just a minute until I finish. I have been letting

you finish.
Mr. HOFFMAN. Pardon me, sir.
Senator MALONE. I accept it.
What you said was that any industry that couldn't compete with

these industries when the tariff was lower would probably go out of
business anyway and shouldn't be in business.

Mr. HOFFMAN. Yes.
Senator MALONE. That, I think, is a very enlightened statement.

Now, I come-
Mr. HOFFMAN. I want to say quickly that I think that very few

American businesses would go out of business.
Senator MALONE. As I understand it, you have already testified

that you did not think it would have too great an effect, but you are
for that, arrangement to whatever extent it occurs.

Mr. HOFFMAN. For the reasons I have given in a much different
context, yes.

Senator MALONE. Didn't you say that?
Mr. HOFFMAN. Yes.
Senator MALONE. Now, I come back to CED-I remember well

when you organized it, you will find it in the December 14 Congres-



674 TRADE AGREEMENTS EXTENSION

sional Record on page A-6950, an analysis of a report that you made
late in November or early in December 1954.

Mr. HOFFMAN. 1944 or 1954?
Mr. President, within the past few days a statement on the United States tariff

policy was released by the Research and Policy Committee of the Committee
for Economic Development. Many of the newspapers in their coverage have this
statement attributed it to the board of trustees which includes the numerous
leaders of American industry, who, I am sure, are not in complete accord with
this statement.

The record by CED's Research and Policy Committee differ so materially from
the announced position of some of the CED trustees-

they made another statement, your Board of Trustees, after you re-
leased the statement of CED-
But I believe that the public clearly understands the distinction between a report
by this committee and a report by the trustees themselves.

You see, I still keep up with CED after all these years.
The Research and Policy Committee includes 33 individuals. Two of the 33,

Mr. Harlow H. Curtice, president of General Motors Corp., and Mr. Philip D.
Reed, chairman of the board of General Electric Co., have taken no position
with respect to this policy statement, because of their absence from the country.

Two other members of the Research and Policy Committee, Mr. John Biggers,
chairman of the board of Libby-Owens-Ford Glass Co., and Mr. Ernest Kanzler,
vice chairman of the board of the Universal CIT Credit Corp., has dissented
from the recommendations. The report also gives the impression that other
members were among the minority that disapproved its recommendations.

The dissent by Mr. Biggers and Mr. Kanzler reads as follows:
"Dissent by John D. Biggers, chairman of the board, Libby-Owens-Ford Glass

Co., of Toledo, Ohio, and Ernest Kanzler, vice chairman of the board, Universal
CIT Credit Corp.

"We are opposed to the CED's recommendations with respect to United States
tariff policies."

and this is the Committee for Economic Development which was
formed in 1938; is it not?

Mr. HOFFMAN. 1942 or 1943, sir.
Senator MALONE. Well, that is a long time ago, and maybe my

memory is at fault. When did you start organizing? Wasn't that in
the late thirties, when you first sent out the letters?

Mr. HOFFMAN. No. It was organized-I think it was the year
1943.

Senator MALONE. It is not important, except that I do remember
well when it came out. And I did not agree with it then any more
than I do now. But that is neither here nor there-

"We are opposed to the CID's recommendations with respect to United States
tariff policies. We consider them contrary to our national interests and based
upon academic theories rather than on actual conditions in the world today.

"1. The United States already is a low-tariff country. Of the 43 countries
reporting to the International Monetary Fund, the United Nations, and other
official sources, 35 have a higher percentage ratio of customs duties collected
to total value of imports than the United States; only 7 countries have lower
ratios.

"2. We should test the effects of adjustments before going further. The tariff
reductions embodied in the so-called Reciprocal Trade Agreements'-

and of course, I suppose you are aware that reciprocal trade doesn't
occur in the act, it is entirely an invented phrase to sell free trade to
the American people, invented exactly in the same location as we have
invented "trade not aid"-
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"The tariff reductions embodied in the so-called Reciprocal Trade Agrements
which have been made since 1934 have not been thoroughly tested under normal
world conditions."

The senior Senator from Colorado very ably outlined that situation.
"Only during recent months has our economy been relatively free of abnormal

or artificial stimulants, and already the ill-effects of tariff reduction made
during the past 20 years are being felt by a number of our industries in many
communities and by thousands of employed workers.

"3. Other nations are pursuing nationalistic policies in their own self-interest."

Of course, you are aware of that, I know.

"The committee's recommendations might be effective if we were living in an
unselfish world, but such is not the case. Others are glad to invade our mar-
kets, but reluctant to have us share in theirs. They have erected tariff
barriers, exchange regulations, import quotas, and even embargos to protect
their markets. We have received very few benefits in return for our large
tariff reductions during the last 20 years."

I had intended to say previously that no one that I know in my
whole circle of acquaintances is for what the special writers and
the opponents of protection for American labor and investors say
we are for a high tariff.

I have never been for a high tariff. I am not for a high tariff now.
I am not for a low tariff either. I am for a tariff, or duties, as the
Constitution describes it and calls it, to make up for that differentia-
tion in the cost of doing business in this Nation and the cost of doing
business in the chief competitive nation on each product.

That is exactly what is in the 1930 act. This idea of blowing your
hat off and talking about a high tariff has never been advocated in
any area that I operate in.

"4. Our allies do not need additional tariff aid. Their industrial production
has risen to levels of 31 to 73 percent above those prevailing in 1938, and they
have made further gains during the current year."

As I pointed out to you, they have increased their plant capacity
beyond their ability to consume within their own nation. If there
is any disagreement on that point, I would be glad to have it dis-
cussed.

"5. We cannot permanently divert world commerce from its natural chan-
nels. Our allies are resisting and even ignoring our efforts to exclude them
from their normal markets in Eastern Europe and Asia."

I am not going into it at the moment, but I refer you to past wit-
nesses that werehere. I read into the record a Wall Street Journal
article that described exactly what the foreign nations' representatives
are objecting to in GATT today, because we are doing some of the
same things they are doing, and they are objecting to us doing them.

"6. We cannot find support for our policies. We have not succeeded by
giving outright aid nor can we by offering easy business on a platter.

"7. Further tariff reductions might boomerang. American communities, com-
panies, and workers seriously injured by foreign imports would demand Gov-
ernment. protection, and we might swing the pendulum too far in the direction
of increased tariffs."

I repeat:
"And we might swing the pendulum too far in the direction of increased tariffs.

This would be unfortunate.
"8. The sound policy seems to be to test the effects and consequences of the

tariff reductions made during the past 20 years before making further unwar-
ranted, unnecessary, and dangerous experiments."
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Now, Mr. Chairman, without taking further time of the committee
on this particular discourse, I do ask permission to include in this
record a copy of each one of the recommendations made by the Com-
mittee on Economic Development and the comments at the time made
by the Senatorfrom Nevada.

The CHAIRMAN. There being no objections, it will be included.
(The documents referred to follow:)

[From the Congressional Record appendix of December 14, 1954]

MARXIST ECONOMIC JUJITSU-EXTENSION OF REnARKS OF HON. GEORGE W. MALONE,
or NEVADA, IN THE SENATE OF THE UNITED STATES, THURSDAY, DECEMBER 2,
1954

Mr. MALONE. Mr. President, I ask unanimous consent to have printed in tile
Appendix of the Record an article titled "Marxist Economic Jujitsu," published
in the September 24, 1954, issue of the magazine U. S. A., noting renewed efforts
to create what the author, Newton H. Fulbright, refers to as a "universal socialist
state" as disclosed in the report of the Minerals, Materials and Fuels Economic
Subcommittee of the Committee on Interior and Insular Affairs.

There being no objection, the article was ordered to be printed in the Record,
as follows:

MARXIST ECONOMIC JUJITSU

(By Newton H. Fulbright)

Webster's New International Dictionary defines the Japanese art of jujitsu as
depending "largely upon the principles of making use of an opponent's strength
and weight to disable or injure him and by applying pressure so that his opposing
movement will throw him out of balance."

The principle of jujitsu in economics has been applied against the United States
since World War II. Its result has been to disrupt and dislocate our national
economy to an extent little realized by the American people.

The story of how this was accomplished, together with a disturbing survey of
the results, is contained in the 380-page report of the subcommittee of the Senate
Committee on Interior and Insular Affairs, headed by Senator George W. Malone,
Republican, of Nevada, which recently concluded a 10-month study of our raw-
materials resources.

To begin with, the investigators found that the State Department had acquired
power under the 1934 Trade Agreements Act to negotiate trade treaties and adjust
tariffs without consent of Congress. This permitted second- and third-echelon
planners to open our ports to a flood of cheap foreign materials on the theory
that we are a have-not Nation, that our once bountiful supply of mineral wealth
and raw materials has been exhausted. The investigators found that Harry
Dexter White, the Communist agent, had sold this theory through a memorandum
dated March 7, 1944, which he addressed to former Secretary of the Treasury
Henry Morgenthau, Jr.

On the heels of this the subcommittee discovered a four-point program for
international allocation of commodities and price controls that was drawn up
in the State Department, largely by Alger Hiss. This program became the basis
for various international and United Nations conferences looking to the creation
of an International Trade Organization, which Congress vetoed in May 1948.

The International Materials Conference was then launched without congres-
sional approval by the State Department in 1950. It operated throughout the
Korean war and resulted in the withholding of military supplies from this
country at a critical time and threw into unemployment thousands of American
workingmen in industries that were unable to secure the necessary raw materials
to remain in production.

The Senate investigators, questioning miners, engineers, industrialists, and
experts in government, asserted that the have-not theory was false. They
showed how the program, making us a part of an international Marxist-backed
cartel for the alocation of the world's supply of raw materials at prices which
nations with a lower standard of living than ours can afford, had done much
harm to this Nation in time of war.
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U. N. FOLLOWS LEAD

Observing that the International Materials Conference has been discontinued,
the investigators warned that a new effort to establish a similar organization is
currently in progress in the United Nations Economic and Social Council, which
promises to tax the wealth of this country to bring about our own destruction.

The subcommittee report states that last January a committee of experts ap-
pointed by the U. N. Secretary General presented a study entitled "Commodity
Trade and Economic Development." This study had been authorized in December
1952, under Resolution 623 of the Seventh Session of the General Assembly of
the U. N., on a motion introduced by the United States delegation. On the basis
of this study, the U. N. Economic and Social Council voted a resolution last
April 30 to establish a permanent Advisory Commission on International Trade,
which, in the words of the subcommittee report, would reestablish the Interna-
tional Trade Organization that was killed by Congress in 1948.

The Senators noted with approval that the present United States delegate
to the Economic and Social Council, Preston Ilotchkis, had voted against the
proposal. Nevertheless, it was adopted, 12 to 5 with 1 absention.

The investigators, questioning engineers, mining experts, industrialists and
authorities in Government, concluded such an international organization, "set-
ting up controls over the distribution of the production and consumption of
the world's goods, could inhibit our going-concern industries."

The reprt added: "It is important to realize that many of the countries who
were furthering this resolution (including the U. S. S. R.) wished to establish
a world system of parity prices for raw materials under the auspices of the
U. N., and also wished to discourage the production of synthetic rubber and
synthetic fibers in the United States which might displace natural products."

OBJECTION OVERRULED

The subcommittee noted that the opposition of Mr. Hotchkis indicated a change
of attitude in the State Department-on the surface, at least-in regard to
Marxist-backed international controls. Samuel C. Waugh, Assistant Secretary
of State, told the Senators that the present Government was opposed to such
trade agreements and that he did not feel that the United Sas would be morally
bound by any commitment entered into by the United Nations.

That remains to be seen.
Providing ready propaganda for those who would have us continue on the road

to world allocations and price controls is the report of the President's Materials
Policy Commission, which was appointed in 1951, by former President Truman
with William S. Paley, chairman of the Board of CBS, as its chairman.

The Senate subcommittee report states that "in view of the use of this docu-
ment as an authentic authoritative source of information on all resource prob-
lems by so many organizations, the subcommittee made a staff study of the entire
report."

It added: "The report of this commission (submitted in December 1952),
popularly known as the Paley report, has * * * been widely quoted by econo-
mists, conservationists, and social scientists. It has been referred to in inter-
national meetings and in the discussions at the United Nations as an authorita-
tive text.

"In fact, it has even been used as the theme for the textbook dealing with
natural resources now used at the United States Military Academy at West Point.
It has had a profound influence on the policies of many Government agencies
dealing with the production of critical materials."

PUNCTURING PALEY

The investigators discovered that "many persons interested in promoting the
one-world theory of trade controls have attempted to use the report of the Paley
Commission to show that the United States is in imminent danger of becoming
a have-not Nation."

They found that Edward S. Mason, an important member of the Commission,
had played a key role in forming State Department economic policies during the
early months of 1945 when Alger Hiss was issuing his four-point program for
the control of world trade. They found that Mr. Mason had written a book,
Controlling World Trade, which was published in 1946 by the Committee for
Economic Development. The book dealt with commodity stabilization proposals
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which were later embodied in chapter VI of the Habana Charter, which was
rejected by Congress but was later incorporated in the International Materials
Conference to our disadvantage during the Korean war.

The Paley report fully endorsed this principle. On page 87, volume 1, in dis-
cussing the Habana Charter, it had this to say:

"The United States has not ratified the treaty, but under a resolution of the
United Nations Economic and Social Council is bound with other nations to
recognize chapter VI as a general guide."

In questioning Mr. Paley, the subcommittee found he strongly supported the
Commission's recommendation that our tariffs be lowered still further and that
the Buy American Act be repealed. On the other hand, evidence given by mining
engineers, industrialists, and many Government employees with engineering
backgrounds failed to support Mr. Paley's views on this subject.

The subcommittee found that some members of the Commission itself expressed
"some doubts about the wisdom of the recommendations" contained in the report,
and claimed their original words "have been picked up by others and are used
to embarrass the United States in international negotiations."

One of the chief criticisms leveled at the Paley report was that the Commission
staff was not composed of "men experienced or well grounded in the field of pro-
duction of minerals or other materials." The investigators found the Commis-
sion "woefully lacking" in skilled engineers, geologists, and men with industrial
backgrounds. "Its report is a compendium," the subcommittee said, "worked
out by economists and theorists based upon statistical assumptions of question-
able validity."

PROJECTIONS AND PREDICTIONS

The subcommittee looked carefully into the techniques used by the Paley com-
mission in making certain long-range projections quoted by many prominent
groups to indicate that this country will have exhausted its mineral supply by
1975. When questioned, both Mr. Paley and Mr. Mason stressed that these pro-
jections should not be taken as predictions. Mr. Paley said:
"I would like to emphasize that we made no prophecies about the amount of

materials the United States might be consuming by 1975. Nobody can prophesy
a thing like that."

Mr. Mason testified:
"I think you will find if you look at this report that the Commission nowhere

predicts. What it does do is to project requirements on the basis of certain
assumptions. If these assumptions are correct then the projection might turn out
to be a good prediction, but the projection is only as good as the assumption on
which it is based and nowhere does the Commission, so far as I remember, make
any predictions as to what our requirements are going to be."

The subcommittee report comments that "this statement is noteworthy as the
general public may have interpreted the report of the President's Materials Pol-
icy Commission as a scienific study predicting supply-and-demand relationships
for numerous commodities during the decade 1970 to 1980."

In a dogged effort to explore the meaning behind the Paley report and the real
significance back of the State Department's free-trade policy, the Malone com-
mnittee called in expert witnesses for their views on the subject.

It was found that Adam Smith, father of the free-trade theory, recognized two
limitations which are applicable today. He conceded that "it will generally be
advantageous to lay some burden (tariff) upon foreign imports for the encourage-
ment of domestic industry, when some tax is imposed at home upon the produc-
tion of produce of the latter. In this case it seems reasonable that an equal tax
should be imposed upon the like produce of the former"-or the country shipping
such produce into the United States in competition with our own labor.

HOW TO GO BROKE

Federal taxes, along with wages, increase the cost of our domestic production.
A large proportion of these taxes collected on United States business and indus-
try have gone to finance the capital cost of foreign producers-much of it out-
right Government gifts. The Senate subcommittee therefore suggested that taxes,
as a cost item, be given special consideration in the settlement of our future tariff
policy.

Adam Smith realized that opulence, the objective of his theory, must give way
in a world beset by animosities. The subcommittee observed that many textbooks
on foreign trade now circulated in our colleges develop the theory of free trade
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in terms of welfare economics in a world at peace. It is ridiculous to pretend to
view the current situation in terms of a world at peace. Therefore, the theory of
free trade, as envisioned by Adam Smith, is impossible of present attainment.

Impossible, that is, unless the objective is deliberate destruction of the econ-
omy of this country. And the subcommittee had to face the grim fact that the
same second and third echelon planners are still at work in the State Department,
their aims pursued as deviously under a Republican as under a Democratic
administration.

The investigators examined in detail the results of our free-trade policy. A
few examples will illustrate the general pattern of their findings:

The world's largest and richest known reserves of antimony are in China.
Should Red China be seated in the U. N. and subsequently recognized by the
State Department, peace would return and exports would again start flowing
into this country. The subcommittee observed that in such an event "our domes-
tic mineral industries could be wrecked under our inadequate tariff system as it is
operated by the State Department under the Trade Agreement Act of 1934."
Witnesses pointed out that mineral producers in the United States and the
Western Hemisphere obviously cannot exist in competition with labor that is
"virtually slave labor under one of the lowest standards of living in the world."

OUR POLICY BOOMERANGS

The subcommittee found our domestic producers paying the necessary wages
to support the American standard of living. But they found the industry also
paying taxes into the Economic Cooperation Administration and the Mutual
Security Agency, which have advanced hundreds of millions of dollars to Euro-
pean nations to buy copper, lead, and zinc.

England, in a 3-year period, was given $124 million to purchase copper; $64
million to purchase zinc, and $34 million to purchase lead. This financing and
drain on American industry, doled out in accordance with the "entitlement of
consumption" formula of the International Materials Conference of the Korean
war, enabled Britain and other foreign nations to purchase immense quantities
of minerals they did not need.

The subcommittee observed that Great Britain "acquired so much lead, zinc,
and copper that late in 1952 she dumped lead and zinc on the open United States
market in such quantities that the market price completely broke, and a large
number of lead and zinc mines in the United States closed down."

The investigators examined the argument that the United States can get mate-
.4 rials cheaper abroad than at home--an argument advanced by many who talk

out of the opposite side of their mouth about improving the wage of American
labor. But the Senators said: "Examination of the Government purchase for
the military stockpile shows that in the great majority of cases the contracts call
for payment of the American market price delivered in New York or at any
other United States port."

Their report adds: "What was even more astonishing was the testimony
received from the General Services Administration and the Emergency Procure-
ment Service officials in their recent appearance before the committee when they
testified that higher prices had been paid in many instances to foreign producers
of strategic and critical materials than to domestic suppliers."

So there it is: a peep into a chamber of horrors.
The subcommittee report offers suggestions for a system of possible incentives

to our domestic producers. They are (1) incentive taxation with depletion allow-
ances similar to those in the oil industry which would permit new exploration;
(2) adequate prices, and (3) an adequate market.

WHAT DO YOU THINK?

The Senators, in concluding, might well have asked the American people:
"What are you going to do about it?" And the American people might well reply
to the Senators: "We elected you to look after the welfare of this country."
Then there might take place a futile shaking of heads among members of the
subcommittee. Because the tragedy of our day is the fact that Congress has
been largely eliminated as a force in the control of the destiny of this country.

The amorphous and vicious force that has replaced Congress seems oriented
toward one objective: the universal socialist state. It is to be achieved through
a Jujitsu struggle using the strength and weight of the United States economy
against itself.
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ARE WE BEING HIJACKED INTO NEW WORLD COMMODITY TRADE SCHEME-EXTEN-
SION OF REMARKS OF HON. GEORGE W. MALONE, OF NEVADA, IN THE SENATE OF THE

UNITED STATES, THURSDAY, DECEMBER 2, 1954

Mr. MALONE. Mr. President, the report of the Subcommittee on Minerals, Mate-
rials, and Fuels Economics condemned United States participation in the United
Nations Permanent Advisory Commission on International Commodity Trade.
This recommendation was based on exhaustive hearings which are found in part
5 of the proceedings of our committee.

On Tuesday, November 23, the United States was elected to membership in this
new organization which is scheduled to meet for the first time on Monday, Jan-
uary 17, 1955, at the U. N. Headquarters in New York. It is my understanding
that the United States voted against itself to serve as a member of this Com-
mission. We were elected nevertheless, in a 17-to-1 vote. Following the election,
our representative indicated that there was still some question as to whether the
United States would participate.

The findings of our committee are supported by the official statement of the
United States Government to the Secretariat of the United Nations which was
published on June 30, 1954, in United Nations Document E/2623. Nothing has
transpired to change the views contained in this statement, and it is my fervent
hope that we will not participate in this Commission when it convenes in January.

So that my colleagues may be familiar with the position of the State Depart-
ment on this most important matter, I am making its reply to the United Nations
Secretariat a part of my remarks:

PERMANENT ADVISORY COMMISSION ON INTERNATIONAL COMMODITY TRADE

Economic and Social Council Resolution 512 (XVII), of April 30, 1954, invites
member states to transmit to the Economic and Social Council (ESOSOC) their
comments on the proposed Permanent Advisory Commission on International
Commodity Trade. The United States Government takes this opportunity to
restate the views expressed on this matter by the United States delegation to the
17th session of the ECOSOC, so that there may be no misunderstanding of the
reasons for its opposition to the Commission.

By way of preface, the United States would like to emphasize its recognition
of the problems posed for the steady expansion of the world economy by excessive
instability in primary commodity markets. While these problems are of concern
to all countries, they are of particular importance to countries undergoing devel-
opment, whose economies are often dependent on the production and trade of a
few basic commodities. The United States shares the hope that effective and con-
structive solutions can be found for the problems of price instability.

The expert's report, Commodity Trade and Economic Development, recom-
mended that an intergovernmental commission, referred to as the Trade Stabili-
zation Commission, be established to consider and make recommendations to the
ECOSOC on general proposals for stabilization.

The proposal for a Permanent Advisory Commission on International Com-
modity Trade, which the council has approved, was inspired by this recommen-
dation of the experts, but is not consistent with it. In particular, it departs
from what the experts had in mind by assigning to the Commission responsibility
for examining and recommending measures to maintain administratively what-
ever price relationships between primary products and manufactured goods
might be considered just and equitable. The experts had concluded that any
attempt to regulate price relationships in this way would not be practicable nor,
indeed. desirable. They clearly did not intend their recommendation of a Trade
Stabilization Commission to be interpreted as a proposal for the creation of a
body to deal directly with such price relationships.

The United States was opposed to the establishment of a commission evwn
with functions confined to those proposed by the experts. It co(,uld not see that
the creation of a new intergovernmental body to deal with general stabilization
proposals was necessary or likely to contribute significantly to the achievement
of greater price stability. In the opinion of the United States, no evidence has
been adduced to indicate that there would be useful work for such a commission
to do. The proposals put forward by the experts as meriting further study,
which relate to such things as multicommodity agreements and an international
"commodity reserve currency," are not within the realm of practical possibility,
whether or not they may have some appeal in theory. The technical problems
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inherent in such proposals would be, in the view of the United States, virtually
insuperable. Moreover, this Government would not be prepared to concur in the
widespread interference with production and trade which such proposals would
entail.

In the view of the United States, it is doubtful that other general proposals of
a more practical nature are likely to be put forward. The prospect of this seems
much too dim to justify the creation of a new permanent commission to review
proposals of this type. If promising substantive proposals concerning general
stabilization techniques can be advanced by governments, they can be effectively
considered by the ECOSOC itself, or, if deemed desirable, can be referred for
special study to some ad hoe body. It is not necessary to establish a permanent
advisory commission to assure that proposals of this nature receive adequate
attention.

Moreover, if the Council were to maintain a standing subordinate body to
discuss the general problems of economic instability and the policies which might
be followed to remedy them, a repetition of its experience with the Economic
and Employment Commission could be expected. This demonstrated that the
establishment of an advisory commission to consider the same broad questions
of economic policy as are considered in ECOSOC simply leads to a repetition of
debate, first in the Commission, then in the Council itself.

These are the reasons why the United States Government was opposed to a
Trade Stabilization Commission of the sort contemplated by the experts. There
are additional reasons why the United States opposed the proposed Permanent
Advisory Commission for International Commodity Trade.

The terms of reference suggested in the resolution of the 17th session for this
commission would appear to give it certain responsibilities for action on indi-
vidual commodities. Adequate and effective machinery for consultation and ac-
tion upon individual commodities already exists. There are standing intergov-
ernmental bodies for those commodities in which there is particular international
interest and there are effective procedures for the creation of new commodity
study groups as the need arises, and for the convening of commodity confer-
ences. The establishment of additional machinery with overlapping responsi-
bilities could only lead to waste and confusion. As has been frequently pointed
out, it is not the absence of appropriate machinery that has limited the number of
international stabilization agreements developed to date, but the absence of
any actual desire for an agreement in the case of many commodities, and the
practical difficulties of devising a workable and acceptable agreement in others.

The terms of reference of the proposed advisory commission would also put on
it the responsibility for exploring the problem of maintaining just and equitable
price relationships, and recommending measures to this end.

As stated earlier, the United States Government believes that it is neither
feasible nor desirable to attempt administratively to maintain a given relation-
ship between the prices of primary commodities and the prices of manufactured
goods moving in international trade. The reasons behind this position have often
been stated but deserve to be set down again, since they are relevant to any evalu-
ation of the wisdom of proceeding with the establishment of the proposed
commission.

1. A country's terms of trade represent but one of the many factors bearing
upon its economic well-being and upon its ability to finance its economic devel-
opment. The rigidities that wou!d be introduced into the world economy by
attempts to regulate price relationships could easily prove more harmful to
the economies of countries undergoing development than the changes in their
terms of trade. For these and other reasons, the artificial fixing of price rela-
tionships between primary commodities and manufactured goods would not
necessarily be of benefit to countries undergoing development.

2. An attempt to establish an international parity system would give rise to
a series of complex technical problems, which it wou'd be exceedingly difficult to
resolve. It would also require the establishment and enforcement of compre-
hensive economic controls, on both the national and international level. A system
of this sort would involve a degree of sacrifice of national sovereignty that few
governments would be prepared to accept. Moreover, it is not likely that agree-
ment could be reached on any basis for determining administratively what is
a just and equitable relationship between the prices of primary commodities and
manufactured goods moving in international trade. For these reasons, an at-
tempt to stabilize price relationships would not appear to be remotely practicable.
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Two VIEWS ON INTERNATIONAL TRADE AND OUR ECONOMIC INDEPENDENC---EX-

TENSION OF REMARKS OF HON. GEORGE W. MALONE OF NEVADA IN THE SENATE OF

THE UNITED STATES, THURSDAY, DECEMBER 2, 1954

Mr. MALONE. Mr. President, the Subcommittee on Minerals, Materials, and
Fuels Economics has condemned the United Nations Commission on Interna-
tional Commodity Trade which was established at the 17th session of the Eco-
nomic and Social Council of the United Nations in New York last April. Our
condemnation was based on the fact that the United Nations has been rapidly
moving to control the economies of the world through devices such as this new
Commission on International Commodity Trade.

Adolphe A. Berle, Jr., wrote an article which appears in the Reporter of De-
cember 2, 1954, entitled "Our Best Guarantee of National Security," which deals
with the United Nations. His views on one-world economics are worthy of close
attention. They show what our State Department would endorse should a
Democratic administration once again be in a position to make our foreign eco-
nomic policy.

Fortunately, business groups throughout the country are beginning to see the
light, and the final declaration of the 41st national foreign trade convention,
conducted under the auspices of the National Foreign Trade Council, con-
deinned United Nations efforts to alter our basic American free-enterprise eco-
iomic principles.

For the benefit of my colleagues, I ask unanimous consent to include in the Ap-
pendix of the Record the section of Mr. Berle's article which deals with eco-
nomics and the resolutions from the final declaration of the 41st national foreign
trade convention referring to the United Nations.

There being no objection, article and resolution were ordered to be printed In
the Record, as follows:

[From the Reporter of December 2, 1954]

FROM "Oua BEST GUARANTEE OF NATIONAL SECURITY

(By A. A. Berle, Jr.)

Not less spectacular than the problem of disarmament is that of international
economics. If anything is clear, it is that the Nation-State by itself is no longer
an operational economic unit. Prof. Arnold Toynbee has proclaimed the passing
of the Nation-State on philosophical grounds, but we can rest here on the more
earthy base of trade, exchange, commerce, and supply. Even the largest coun-
tries must trade with much of the world for essential supplies. Smaller States
must have access to the larger ones for markets and for simple necessities. The
penalty of interruption is at best unemployment at worst starvation.

Populations are already rebelling at an international economic system of
violent price movements that make them rich today and sentence them to beggary
tomorrow. There is increasing quarrel with the hazards of a set of national cur-
rency systems, disorder in any one of which may wreck the orderly life of entire
regions. The United States is dimly aware of this now, and will find it a
pressing problem as rejuvenated European production expands. Like it or not,
we shall be thinking within a few years, not simply of Marshall plans but of
wide international pools where supply and demand, production and need, can be
brought together, with finance used primarily as a means of assuring production,
transport, and consumption. (South America is putting that problem forcefully
to the United States now at the current Economic Conference of American
States in Rio de Janeiro.)

Americans who fret today at "giveaway" programs are more likely to be con-
cerned tomorrow about how to assure supplies of material and to pay for them
by overseas export.

America, like the Soviet Union, has a relatively favorable place in the economic
struggle-a highly developed technology in a large land area where there is not
too great a population. The catch is that the American position increasingly
depends on crucial supplies from outside the American area, just as the German
economy depended on such supplies and proved vulnerable in two world wars.

Conversely, whole populations outside the United States depend on our con-
sumption and prices. As regional groupings grow, they will pool their economic
trump cards-the Soviet Union is pooling the cards of the Communist world at
this moment. Collective use of the economic power to refuse to supply or refuse
to buy-or to barter here and withhold there-was a card the Nazi economists
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played with terrible effect. Add the resources of southeast Asia-rice, rubber,
tin, etc.-to one or another of the regional combinations now in formation, and
the world economic balance may be wholly upset. Almost of necessity, world
pools or clearing unions will le the serious business of international economics a
generation from now-unless, of course, the United States and the Soviet Union
are prepared to shoulder indefinitely the job of equating the balances in their
respective worlds. lut this job increases in size each year; the capacity of either
to pick up the international check is not unlimited, and it is a poor expedient
at best.

These are gigantic problems. They are capable of solution only by organizing
the economic affairs of great areas, if not of the entire planet. Where, in the
present world, (an all the claims ibe balanced except at the United Nations?

RESOLUTION FROM THE FINAL DEcLARXTION OF TIE 41ST NATIONAL FOREIGN TRADE

CONVENTION

UNITED NATIONS

It is imperatie, in the interests of maintaining a sound and dynamic foreign
economic policy, that our membership in the United Nations, and omr support
of any of its affiliated or dependent agencies, should not result in the loss of
our economic independence, or lead to the imposition upon us of any economic
doctrines or practices which we would nolt ourselves voluntarily adopt.

In seeking the advantages which membership in the United Nations can
bring, we must not resort to coniproniise or expediency; we must not, whether
by misguided action or through default, infringe or jeopardize our inherent
right of economic self-determination.

COMMISSION ON INTERNATIONAL COMMODITY TRADE, U. N.

The convention affirms its wholehearted support of the position taken y
the National Foreign Trade Council and by previous conventions against par-
ticipation by the United States in intergovernmental commodity aLreements.
The opposition voiced by the 1952 convention to the International Materials
Conference, and by the 1953 convention to the attempted effPectuation of the
commodity provisions of chapter VI of the Habana Charter, in face of Con-
gress' refusal to countenance the charter itself, is reiterated now in the strongest
terms in the particular instance of the propsed permanent Advisory Coln-
mission on International Commodity Trade within the Economic and Social
Council of the United Nations.

Whatever guise they may take, and whatever high slionsorship they miay
have, agreements which are designed to establish controls liver the production,
distribution, or prices of commodities moving in international trade violate
the principle of freedom of the market place, and should find neither support
nor toleration from the government of a nation which is dedicated, as the
United States is dedicated, to the free, private, competitive enterprise system.
The solution of the problem of either overproduction or underproduction, in a
private enterprise economy, is to lie found in the operation of the law of supply
and demand, and the convention holds that disregard of the principles implicit
in that law would serve to aggravate, rather than to solve, the very problem
with which it seeks to deal.

The specifications defining the functions of the proposed United Nations
Permanent Advisory Commission on International Commodity Trade give par-
ticular cause for alarm. Not only would the Commission he authorized to
instigate rigorous and restrictive barriers against the movement of the com-
modities falling within its immediate purview, but there would also be presented,
by reason of the Commmission's responsibility for seeking just and equitable
price relations between primary products and manufactured goods, a continu-
ing invitation to regimentation and price fixing extending over the whole range
of the economies of its member nations. The implications of this latter power
are such as to make the proposed organizations even more obnoxious, by
American standards, than the abortive organizations previously condemned.

The convention urges that our Government maintain the stand it has rightly
taken in the United Nations by refusing, under any circumstances, to participate
in the activities of the proposed Permanent Advisory Commission on Interna-
tional Commodity Trade. It also urges, and for the same reasons, that our
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Government take an equally strong stand against any similar or related pro-
posals which may be advanced at the forthcoming meeting in Rio de Janeiro
of the Ministers of Finance or Economy of the American Republics looking
toward a system of commodity agreements and price-fixing arrangements within
the Western Hemisphere.

AD HOC COMMITTEE ON RESTRICTIVE BUSINESS PRACTICES, U. N.

The convention is opposed to the establishment of a specialized agency of
the United Nations to act on complaints of restrictive business practices, as
recommended in the report dated March 30, 1953, of the Ad Hoc Committee
on Restrictive Business Practices of the Economic and Social Council of the
United Nations.

MINERALS AND WESTERN HEMISPHERE DEFENSE-EXTENSION OF REMARKS OF HON.
GEORGE W. MALONE, OF NEVADA IN THE SENATE OF THE UNITED STATES, THURS-
DAY, DECEMBER 2, 1954

Mr. MALONE. Mr. President, I ask unanimous consent to have printed in the
Appendix of the Record an article from my pen, published in the September
issue of the American Mining Congress Journal, reviewing accomplishments of
the 83d Congress intended to aid and strengthen the American mining industry,
and pointing to further legislation necessary to assure stability to the industry
and security to the Nation.

There being no objection, the article was ordered to be printed in the Record,
as follows:

MINERALS AND WESTERN HEMISPHERE DEFENSE--A CHAMPION OF DOMESTIC MIN-
ING TAKES A REALISTIC LOOK AT A VITAL PROBLEM

(By Hon. George W. Malone, United States Senator from Nevada)

American mining received what the New York Journal of Commerce truthfully
declared a tremendous shot in the arm when the 83d Congress approved two
measures that halted what might be termed the ebb tide of mining. Those two
oustandingly important measures were the granting of depletion allowances of
23 percent to 32 critical minerals, and the killing of a provision for sponsoring
mineral exploration and development in foreign countries by the Foreign Op-
erations Administration.

Both those steps were the result of the findings of the Senate Minerals, Mate-
rials, and Fuels Economic Subcommittee, which completely disproved a long-
current theory that the United States is a have-not nation as regards critical
materials.

In its findings the committee demonstrated:
1. The Western Hemisphere can be defended and will be the only dependable

source of the United States of critical raw materials in the event of a third all-
out war.

2. During the last quarter century established procurement policies have dan-
gerously increased our dependence for critical materials on nations across major
oceans. Such dependence on overseas suppliers must be avoided.

3. Less than 1 percent of the area of this Nation has been included in geological
investigations; only 12.7 percent has been geologically mapped, and 31.1 percent
topographically mapped by the United States Geological Survey.

4. Federal tax laws definitely retard the production of critical materials in this
Nation.

Given reasonable depletion allowance, such as the new code provides, and a
tariff or duty based on fair and reasonable competition, private industry will
explore, discover, and develop our natural critical and strategic mineral re-
sources, to the extent that they may profitably do so in competition with producers
in low-wage, low-tax foreign and remote areas of the world.

But one step further must be taken to assure our complete national self-suf-
ficiency that would safeguard us in time of war.

The workingmen and investors in our critical and strategic minerals industries
must have equal access to our own markets, stockpiles, defense plants, and
arsenals with the minerals and materials of other nations. Such equal access is
denied them now through the 1934 Trade Agreements Act-the so-called recip-
rocal trade.



TRADE AGREEMENTS EXTENSION 685

They do not have such access because neither tariffs nor duties on imports
of such minerals and materials equalize the difference in costs of production
between this Nation and the foreign producers competing for our markets against
Ameri( an producers and American products.

Foreign producers in the past 25 years have not had to compete with Ameri-
can producers in reality. They have had the benefit of millions of dollars in
American foreign aid, coupled with reduced duties or tariffs, to give them a
preferential right-of-way into the American markets. The American subsidies
and reductions in duties they have received more than counterbalance any
transportation costs in shipping materials to the United States.

They have been given funds with which to explore and develop foreign prop-
erties. They have been given expert technological advice at the expense of
American taxpayers on how to exploit these foreign properties. They have been
given equipment to operate these properties, and great electric projects, financed
at American taxpayers' expense, have been built to provide these foreign inter-
ests with the electric energy necessary to operate the equipment we have given
them.

It was that international mining boondoggle which was stricken out of the
foreign-aid bill as a step toward ending discrimination against our own pro-
ducers.

The provision for depletion allowance was another step, and the third and
final step will come when the Congress returns to the United States Constitution,
article I, section .8, and levies tariffs on imports of foreign minerals and mate-
rials based on fair and reasonable competition equalizing the difference in low
wage and low tax rates in foreign countries and high wage and tax rates in the
United States.

The American mining industry finances its own exploration. It finances its
own dexclopment. It finances its own research. It risks its own money, and
often in huge anionnts, instead of asking for handouts from the Foreign Oper-
ations Administration or Mr. Stassen at the expense of American Taxpayers, as
do their foreign competitors.

The American lining industry pays the highest waves for comparable work in
the world, while the freiun producers who have benefited most from Ameri-
can aid pay the lowest wages in the world.

The American mining industry, heretofore starved between wars, has come
to the rescue of the United States in two world wars, supplying our needs for
critical minerals and materials when the rest of the world was cut off by the
eneny.

The mining industry of the Western or American Hemisphere--North, South,
and Central America-can and will supply our full needs for critical and
strategic minerals, materials, and fuels in the event of another all-out war if
given free and equal treatment with the rest of the world.

And in the event of such an all-out war, only that mineral wealth lying within
the American hemisphere will be immediately accessible for our war needs.

SUBVERSION BY TREATY-EXTENSION OF REMARKS OF IION. GEORGE W. MALONE,
OF NEVADA, IN THE SENATE OF TIlE UNITED STATES, THnusn.AY, DECEMBER
2, 1954

Mr. MALONE. Mr. President, I ask unanimous consent to hare printed in the
Appendix of the Record an article titled "Subversion by Treaty." published in the
September 10, 1954, issue of the magazine U. S. A., and reviewing part 4 of hear-
ings conducted by the Minerals, Materials, and Fuels Economic Subcommittee of
the Committee on Interior and Insular Affairs.

There being no objection, the article was ordered to be printed in the Record,
as follows:

SUBVERSION BY TREATY

(By Newton H. Fulbright)

If Americans knew about how the State Department's extra-legal Interna-
tional Materials Conference operated during the Korean war, they would shake
their heads in shocked disbelief.

It has been charged that young Americans were sacrificed in Korea because the
International Materials Conference, an extra-legal creation of the State Depart-
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ment, withheld strategic raw materials from American industry. Disturbing
questions asked about the IMC in Congress were never answered.

Now a subcommittee of the Senate Committee on Interior and Insular Affairs,
headed by Senator George W. Malone, Republican, Nevada, has delved into the
matter in connection with its 10-month study of raw materials.

The resulting 380-page report, Accessibility of Strategic and Critical Materials
to the United States in Time of War and For Our Expanding Economy, condemns
"second and third echelon planners" who have done serious harm to the American
economy, either through stupidity or calculated subversion.

Witnesses testified that the IMC, implemented without congressional approval
in the fall of 1950, was the brain child of Alger Hiss, Harry Dexter White, Frank
Coe, and others who were later to appear before congressional committees investi-
gating communism and subversion.

It was charged that the IMC's Marxist program of international price fixing
and allocation of raw materials had deprived us of these materials at a critical
time-that it authorized foreign raids on our military stockpile, and that mate-
rials that should have gone into armament were diverted to luxury goods and sold
in competition with our home industry.

One witness, Representative Thomas E. Martin, Republican, Iowa, a long time
member of the House Committee on Military Affairs, said the 1946 Stockpile Act,
which he helped to write and which former President Truman reluctantly signed
into law, because it contained a "buy American" provision, had been flagrantly
subverted.

Representative Martin added that if the Korean war had become a general
conflagration "the defense of this country would have been in la precarious posi-
tion" because of unauthorized interference with the authority of the Munitions
Board, now the Office of Defense Mobilization.

nEAVY BLAME

The International Materials Conference not only interfered with our stockpile
accumulation, he said, but "may have been responsible for the shortage of
ammunition at the front in Korea which was reported by General Van Fleet upon
his return to this country."

While the Korean war was in progress, on March 9, 1952, House Republican
Leader Joseph Martin, Jr., charged that the International Materials Conference
was responsible for much of the Nation's unemployment. He said the organiza-
tion, without benefit of any legal stand whatsoever, held a life and death grip
over countless lives and jobs.

What was the International Materials Conference? How did we get into it?
The Senate investigators struck the first mention of such an organization in

a State Department press release, dated January 12, 1951. It said the United
States, the United Kingdom, and France were establishing an organization to
deal with materials in short supply. Other countries, it.added, would be asked
to join; and eventually 25 more did come in.

It was noted that this announcement came close on the heels of Marxist Prime
Minister Attlee's visit during which he pleaded for an increased share of the
world's materials at prices Britain could afford.

Secretary of State Dean Acheson, in a press release on February 21, 1951, said
an international organization of committees was being put together to control
scarce commodities.

On February 24 the State Department issued the following:
"This new organization will bear the collective title 'International Materials

Conference' and the first committee to meet will be called the Copper, Zinc, and
Lead Committee of the International Materials Conference (IMC)."

Retracing Marxist intrigue, the investigating Senators uncovered a trail of
international planning and conferring that went back at least 5 years, to Novem-
ber 1945. At this time the State Department began circulating a paper prepared
by Hiss and others, containing four proposals for "expansion of world trade
and employment."

FOUR STEPS TO DOOM

The subcommittee summarized and interpreted these proposals as follows:
1. Release from restrictions imposed by governments. This meant abolition

of all tariffs.
2. Release from restrictions imposed by private combines and cartels. This

meant setting aside our antitrust laws and subordinating them to the United
Nations body.
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3. Release from fear of disorder in the markets for certain primary commodi-
ties. This means intergovernment commodity agreements (or international price
fixing).

4. Release from irregularity and fear of irregularity in production and em-
ployment. This meant world full employment planned by the U. N. body.

With these proposals before them, the Senators took a new look at Mr. Tru-
man's reluctance to sign the 1946 stockpile act because of the objectionable "buy
American" provision. They marked his language.

"It is the policy of this Government to work for international action to reduce
trade barriers. We have proposed to other countries a set of principles govern-
ing trade, and look forward to the successful conclusion of broad international'
agreements embodying the essential principles of these proposals. Pending the
conclusion of such agreements, it is the policy of this Government to avoid taking
measures that will raise barriers to trade or prejudice the objectives of the forth-
coming discussions."

What objectives? What forthcoming discussions?
Representative Martin told the investigators that few Congressmen in 194Q

knew what Mr. Truman was talking about.
The Iowa Representative, producing documents, said he found it significant

that while World War II was still being fought, second- and third-string policy-
makers in the State Department were busy planning the postwar world in which
the United States was to underwrite the economies "of every other nation on the
globe." Among these policymakers he named Alger Hiss in the State Department
and Harry Dexter White and Frank Coe in the Treasury Department

Tracing a series of international trade conferences, the subcommittee found
that on February 18, 1946, the U. N. Economic and Social Council, advised by the
British Marxist, David Owen, had agreed to sponsor an international conference
on trade and employment in London. The agenda included the four State De-
partment proposals with one added topic: International Agreement Relating to
Industrial Production.

Out of it came the Marshall plan, devised chiefly by Hiss and Clark M.
Eichelberger, the U. N. propagandist and espouser of left-wing causes, and Mr.
Truman's point 4 program.

The State Department report stated the British Socialist, Sir Stafford Cripps,
opened the conference by saying: "It will be necessary for nations to give up some
of their sovereignty in the economic field; that, in the opinion of the United
Kingdom, the fundamental idea in this field was that it must be both the policy
and the duty of each separate nation to provide for full employment and to avoid
the exporting of unemployment; and finally, that although risks must be taken
in the field of international trade, it would not be possible to divert trade from
its old channels unless there was some assurance that new channels would be
created."

Representative Martin, an on-the-scenes observer, interpreted this doubletalk
as meaning the Labor Party believed we should give up our economic sovereignty,
and that we should not protect American workers in their wages and jobs through
tariffs, as such action would export unemployment. But the Socialists would
not give up the British Empire preference system unless we created new channels
of trade.

An International Trade Organization was proposed and a meeting held in New
York, under auspices of the U. N., from January 20 to February 25, 1947. Next
in Geneva, in the spring and summer, came a preparatory Conference on Trade
and Employment. The same delegates, with Mr. David Owen representing the
U. N., then met in Habana, Cuba, on November 21, 1947, and deliberated through
March 24, 1948.

Out of it came the so-called Habana Charter for an International Trade Or-
ganization, which Mr. Truman recommended to Congress. Mr. Acheson put.
in a personal appearance to urge ratification. But on May 12 the House Com-
mittee on Foreign Affairs turned thumbs down on the measure.

NO BY YOUR LEAVE

The record indicates that Mr. Acheson and the State Department thereafter
declined to consult Congress on trade agreements. Together with the U. N.,
they simply acted, and the Congress learned about it later. The policy is still in
operation, with Mr. Harold Stassen as the current front man.

The investigating subcommittee was a little surprised to learn from the State
Department record that the British Socialists, during discussions that preceded
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the International Materials Conference formation, believed "that interha "
tional allocation would penalize rather than help the United States and the
United Kingdom" in the Korean war. But, despite these British misgivings,
international, allocations were agreed to, and the State Department submitted
the following to the President:

"In reducing civilian consumption, minimum requirements essential to the
operation of civilian economies here and abroad must be met. With respect to
less essential civilian needs, the principle of equality of sacrifice, as among the
United States and other free-world nations, should prevail. As the United
States is now operating at higher levels of civilian consumption than a number
of other Western European countries, this may mean greater cutbacks in this
country than in certain other countries."

DOWN TO THEIR LEVEL

This Marxist planning in the State Department to cut back United States living
standards to a level with that in less-prosperous countries-a continuing U. N.
policy-was further revealed in a supplementary document:

"On cutting back civilian consumption, the minimum requirements essential
to the operation of civilian economies must be met, and the principle of equality
of sacrifice in relatively less essential activities should prevail. The United
States can better afford to eliminate certain civilian uses of raw materials than
can most of our allies, because the United States has a higher standard of living,
more adequate supplies of consumer goods, and a wider range of use of raw
materials in less essential fields.

"Nearly all our alies have been experiencing severe shortages of convertible
currencies ever since World War II, and have been operating their economies
in many respects on a minimum requirement basis, especially where raw mate-
rials from hard-currency areas are concerned."

The document containing the above was submitted to other of our Government
agencies for comment. The Munition Board's staff, occupied with our war
effort, commented as follows:

"The term 'equality of sacrifice' as applied to the United States in relation to
other nations can be a most damaging application on the United States economy.
Since the United States will be bearing most of the financial burden, if past
patterns are a guide, we must also protect the United States economy. It is just
as essential, if not more so, that the United States economy not be reduced or
disturbed too severely."

While the State Department went ahead to implement the "equality of sacrifice"
principle against American industry, the Munitions Board remained concerned
over the possibility that the United States should be required to take materials
from our stockpile and offer them on the international market. These fears
seemed justified, since the International Materials Conference agreement had
placed stockpiling on a lower priority than many civilian requirements in the
United Kingdom and other countries. The Board remarked:

"Agreement should be sought from the United Kingdom that raw materials
which are made available for development of export trade will be controlled so
that nonessential luxury goods using scarce materials are eliminated or cut to a
minimum. Also exports to Eastern Europe should not include scarce materials or
end items containing such materials. Examples are molybdenum and export
of graphic crucibles using scarce Madagascar flake graphite.

"Defense needs should be predominant. It should be recognized that the
United States is currently imposing controls on short-supply materials. Stock-
piling is a United States and allied defense requirement and should take prece-
dence over United Kingdom normal business producing efforts."

The Senate subcommittee report observes that "After the International Mate-
rials Conference became effective, the normal civilian business of other countries,
including the United Kingdom, did take precedence over our stockpile, and the
so-called principle of sacrifice was adopted.

How did it work? The International Materials Conference was the title applied
to seven commodity committees, a central group and a staff. The committees
were copper-lead-zinc; cotton-cotton linters; manganese-nickel-cobalt; pulp-
paper; sulfur, tungsten-molybdenum, and wool.

The first allocations of nonferrous metals, called entitlement for consumption,
were issued on September 28, 1951. These allocations were designed to limit the
amount of copper and zinc which the United States would be allowed to consume.
The allocation and price-control powers of the Defense Production Act were
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used to enforce these regulations. The Congress had granted these powers to the
Defense Production Administration but never suspected they would be delegated
to an extralegal international agency.

FATAL FAIT ACCOMPLI

On September 30, 2 days after the International Materials Conference had
issued its "entitlements for consumption" for copper and zinc, the Office of
Defense Mobilization was obliged to announce ceiling price regulations on lead
and zinc. It observed that international allocations had already been accepted
for zinc, and added:

"The establishment of a ceiling which is somewhat below current world prices
involves the calculated risk of some decrease in imports. * * * This action will
tend to reduce the pressure of United States demands on free world supplies,
ease the problems of friendly consuming countries, and make any international
allocation arrangement more effective."

Mind you, this was while we were fighting a war in Korea.
As a result of this action, the investigating subcommittee found that by

February 1, 1952, zinc was being taken out of our stockpile. Mr. Charles E.
Wilson, the unhappy Defense Mobilizer of the time, was quoted in the New York
Times as saying:

"Failure of zinc imports to reach normal volume was given * * * as the reason
for diversion of the metal."

The subcommittee report states that "Actually, the failure of imports to reach
normal volume was not a surprise-it had been planned that way."

Read into the record was the following from the IMC's report on operations
for 1951-52:

"In developing plans of distribution for the metals it was necessary for the
committees to consider what policy should be followed in allowing materials
for stockpiling purposes during the period of scarcity. * * * The Copper-Zinc-
Lead Committee on the Magnesium-Nickel-Cobalt Committee decided, in connec-
tion with their fourth-quarter allocations, to recognize, in principle, the re-
quirements for strategic stockpile purposes; but, in view of the tight supply,
they recommended a special allowance for such requirements in the plans for
copper, zinc, and cobalt, only to the extent of a small percentage of consumption
during a given base period.

"In the case of commodities where the shortage was more acute (nickel, tung-
sten, and molybdenum) the committees were unable to recommend any special
allowance for stockpiling.

"In the allocation plans for the first quarter of 1952 the Copper-Zinc-Lead and
Manganese-Nickel-Cobalt Committee found it inadvisable to provide any special
allowance for stockpile purpose."

The investigating subcommittee learned that an informal group of "second-
and-third echelon personnel" in the State Department, "operating without a
charter or bylaws, decided to set aside the stockpile program authorized by Con-
gress and for which appropriations were made."

The subcommittee examined an exhibit, marked International Materials Con-
ference Memorandum No. 61. It was a letter dated May 1, 1951, from J. H.
Critchett, of the National Production Authority, to E. T. Gibson, Acting Admin-
istrator of the Defense Production Administration and United States repre-
sentative on the central group of IMC. It listed a United States requirement
of 200,000 pounds of tungsten per month for heavy armor-piercing shells, but
added:

"We need about 60 percent of all free world tungsten, a percentage we prob-
ably will not be able to obtain but certainly will not even approach under the
present purchasing conditions."

WE FEEL THE BITE

Considerable light on these purchasing conditions is found in a speech delivered
in the Senate, February 18, 1952, by Senator Homer Ferguson, Republican, Mich-
igan, who had become aroused over widespread unemployment in the auto-
motive industry. He said in part:
"I have before me an offer from a copper broker in New York, to supply as

much as 1,000 tons of copper from Japan at 45 cents a pound, free on board
Japan, with an indication that an additional 7,000 tons is available. There is
nothing unique about this offer. There is copper in the world market. Employ-
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ers in the United States are willing to pay the higher price, but they are prohib-
ited from using this copper by the Defense Production Administration. The
Defense Production Administration must prohibit the use of this copper because
our Government is bound by a voluntary agreement to restrict our copper usage
to the amount allocated by the International Materials Conference.

"If the American companies were to buy the Japanese copper, it might mean
that other countries would be unable to get all the copper allocated to them by
the International Materials Conference. For example, India is not a member of
NATO, and has frequently voted against the United States on crucial issues in
the United Nations. India is also a country which is not producing one gun or
one tank, but it has been given a very liberal entitlement for consumption which
is more than twice its 1947 actual consumption.

"All of this copper for India is for the production of civilian goods designed to
raise the standard of living of the natives of India. I want to help the Indian
people raise their standard of living, but not at the expense of the American
workingman, and not at the expense of war production here at home."

You can't put it much plainer than that-or more in contrast with the Marxist
philosophy that guides the State Department and its International Materials
Conference.

Our domestic ceiling on copper at the time was 301/2 cents a pound while the
world market fluctuated at from 40 to 50 cents a pound. As a commentary, the
subcommittee produced the following from the State Department files:

"It also can be argued on the basis of the attached table that we are receiving
a smaller percentage of the free world's supply of tungsten (52 percent) under
IMC than we did in 1950 (73 percent) or in 1949 (55 percent). Most agencies
having an interest in the question are convinced that if there were no IMC and
if the United States were to bring its full purchasing power to bear it would
easily out-bid all other countries for the lion's share of the free world's tung-
sten production."

The Senate subcommittee commented: "The amount of tungsten that we
obtained in 1950 without the IMC, contrasted with what we obtained under the
IMC when we were shouldering most of the defense responsibilities of the free
world, is a shocking indictment of United States participation in this unauthor-
ized international cartel."

Additional comment seems unnecessary, except to remark that the hand-
writing of Alger Hiss looms large on the ledger of our betrayal.

THIE POLICY THAT WRECKED THE AMERICAN MINING INDUSTRY-EXTENSION OF
REMARKS OF HON. GEORGE W. MALONE, OF NEVADA, IN THE SENATE OF THE

UNITED STATES, THURSDAY, DECEMBER 2, 1954

Mr. MALONE. Mr. President, I ask unanimous consent to have printed in the
Appendix of the Record an article entitled "Are We a Have-Not Nation?" by
Newton H. Fulbright, published in the magazine U. S. A., August 27, 1954, and
dealing with Senate Report No. 1627 of the Minerals, Materials, and Fuels Eco-
nomic Subcommittee of the Committee on Interior and Insular Affairs.

There being no objection, the article was ordered to be printed in the Record,
as follows:

ARE WE A HAVE-NOT NATION?

(By Newton H. Fulbright)

Is our industry dependent on foreign imports? Has our rich supply of critical
raw materials played out? Are we a have-not nation?

Many Americans would be surprised to learn that much of our foreign policy
is based on the assumption that we cannot produce the raw materials for our
civilian or wartime needs.

It is not generally known that the State Department, under the 1934 Trade
Agreement Act, has entered into agreements with and extended financial aid to
foreign countries for the development and production of strategic minerals which
are ostensibly on short supply in this country. We extended $594,126,000 from
July 1, 1950, through March 1, 1953, to this foreign minerals expansion program.
But during the same period, we spent only $64 million for domestic expansion.

Was this policy justifid? Was it necessary to turn to foreign sources or can
we get everything we need within the Western Hemisphere?
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Finally, have we been sold on the assumption that we are dependent on foreign
nations as part of the Communist strategy concocted by the Harry Dexter White
and Alger Hiss groups of subversives in the Government?

These questions are posed with some disturbing answers by the Minerals,
Materials, and Fuels Economic Subcommittee of the Senate Committee on Interior
and Insular Affairs, headed by Senator George W. Malone, Republican, of Nevada.
The subcommittee, after an extensive study, has offered a highly informative
report: "Accessibility of Strategic and Critical Materials to the United States
in Time of War and for Our Expanding Economy."

It contains information that every voter should have in mental store when he
casts his ballot in the congressional elections this November.

MINES FOR THE ASKING

Obviously, the availability of critical and strategic materials is a basic neces-
sity. Our national survival in time of war depends on an ample and uninter-
rupted supply of some 77 critical materials. The subcommittee, basing its con-
clusions on the testimony of 360 witnesses heard in 56 hearings in Seattle, Los
Angeles, and Washington, D. C., states without equivocation that this country
and the Western Hemisphere can supply all our needs. It is disturbed to learn,
however, that we are doing nothing to develop our mines.

Indeed, the subcommittee found that our policy, dictated by "second and third
echelon" elements in the State Department, has effectively hamstrung our domes-
tic mining industry.

"At a moment when the United States is using the greatest amount of lead and
zinc in its history," the report states, "our lead and zinc mines are closing down,
unable to meet in our domestic market the competition provided by foreign
competitors. * * *

"An example in another direction is mercury, in which we are said to be singu-
larly deficient and on which we rely principally on Spain and Italy for our source
of supply.

"There is plenty of mercury on this continent. When World War II ended, the
price was reduced to $80 per flask through European competition, and when our
own producers were forced out the price climbed to $270 per flask." The sub-
committee found that when a mine is closed, it requires from 3 to 6 years to get
it opened again and back into production.

How did we get this way? What are the facts behind this foreign materials
program ?

After our experience in World War I, military and industrial experts con-
cluded that an adequate defense required the accumulation of a reserve supply
of strategic and critical materials. Congress, recognizing the necessity for stock-
piling and the need for stimulation of domestic production, enacted Public Law
117 in 1939 The act provided for-

1. Acquisition and retention of stocks of strategic and critical materials;
2. Encouragement of conservation and development of the sources of these stra-

tegic and critical materials within the United States and thereby decrease and
prevent wherever possible the dangerous and costly dependence of the United
States upon foreign nations for the supplies of these materials in times of na-
tional emergency;

3. The act further provides for the creation of an industry advisory committee
and designated the Secretaries of War, Navy, and Department of the Interior
to purchase and acquire these stockpiles. (The functions of the Cabinet Secre-
taries were later delegated to the Munitions Board, now the Office of Defense
Mobilization.)

4. The act further provided that we buy American.
The subcommittee observes that Congress, in this latter provision, was deeply

aware that the success of the stockpiling effort depended as much, if not more,
on the stimulation of a healthy going-concern mining industry as it did on the
accumulation of materials. The Stockpile Act stated emphatically that it was
necessary to stimulate and encourage the development of sources of strategic
materials within the United States. But testimony before the subcommittee
showed that "a drive has been made, evidently sponsored by the State Depart-
ment, to eliminate the buy-American feature of the Stockpile Act."

BITING OUR OWN HAND

It asserts that former President Truman, "when he signed the 1946 Stockpile
Act, issued a statement in which he said it was only because of the overriding
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importance of the act that he was able to overcome his reluctance in signing a bill
with the buy-American provision." Mr. Truman was quoted in these words:

"Those provisions will * * * tend to defeat the conservation and strategic
objectives of the bill by further depleting our already inadequate underground
reserves of strategic materials. Furthermore, there can be a serious- conflict
between those provisions and the foreign economic policy which this Government
is actively pursuing.

"This provision clearly indicates that the stockpiling program should not be
used as a means of generally subsidizing those domestic producers who otherwise
could not compete successfully with other domestic or foreign producers.

"It is the policy of this Government to work for international action to reduce
trade barriers. * * *

"Encouragement of unnecessary domestic production and unjustified prefer-
ential treatment to domestic producers destroys trade and so undermines our
national economic strength."

Who thought up this policy, the reader might well ask, with its implicit dire
threat to the jobs and the wages of American miners? Who put these words in
Mr. Truman's mouth?

The subcommittee claims to have found a clue in a Harry Dexter White memo-
randum dated March 7, 1944, which it obtained from the Princeton University
Library and the files of the Treasury Department. It states that White, then
Assistant Secretary of the Treasury, wrote a memorandum to Secretary of the
Treasury Henry Morgenthau, Jr., setting forth a table of the United States do-
mestic reserves of strategic materials as follows:

Years' supply

Based on Based on
1939 do- 1943 do-

mestic con- mestic con-sumption sumption

P e tro leu m -----------------............................................ 16 13
M a n g an ese .................... ..................... . ...................... 9 3
Tungsten ----------------------- - 23 3
Z in c ---------- --- -------------------------------------------------1 7 -
Lead 7 6
Chrome------------------------------------------------------- (1) -1
Mercury ------------------------------------------------------------------- 3 ----- -----

I No record.

From this data he drew the theory:
"Although our domestic reserves of petroleum, tungstein, and zinc may suffice

to meet consumption requirements for the next decade, they will be almost
entirely dissipated by the end of that period, meaning the year 1954 or
thereabouts."

Assistant Secretary White then concluded:
"The necessity of growing United States dependence on foreign sources of

supply in order to satisfy anticipated postwar industrial requirements and to
maintain adequate security reserves is inescapable."

Secretary Morgenthau, duly impressed, forwarded to the President on January
10, 1945, Mr. White's table of alleged reserves, and stated:

"I suggest consideration be given to a financial arrangement with the
U. S. S. R. to provide * * * repayment to us chiefly in strategic raw materials
which are in short supply in the United States.

"An important feature of this proposal is that we will be conserving our
depleted natural resources by drawing on Russia's huge reserves."

The subcommittee, after hearing testimony from 360 witnesses, states that, "In
retrospect it is shown that White's conclusions, assumptions, theories, and
policies, which made the United "States dependent upon offshore foreign areas,
principally Russia, for strategic materials, were false and untrue.

"White's use of these statistical tables was either the result of gross ignorance
or part of the machinations of an insidious, subversive policy to make this Nation
dependent upon Russia and other offshore areas for the sources of our strategic
and critical raw materials without which we could not fight a war."
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PROVEN ERROR

The subcommittee report then states:
"It is interesting to note that in 1947 William Remington (since jailed for

perjury) was chairman of the so-called secret ad hoc committee which was
regulating the exports of strategic and critical materials from the United States,
who when questioned concerning his reasons for approving certain strategic
materials going to Russian satellite countries, explained that it was a quid pro
quo with Russia whereby she was delivering to us manganese without which we
could not make any steel.

"Testimony before this committee has established that we have all of the
manganese we can use in the foreseeable future in the Western Hemislhere."

So much for Communist agent White and his statistics. Time has proved
them utterly false, but his recommendations still guide our foreign policy.

Witnesses told the subcommittee that the Buy-American feature of the Stock-
pile Act-a feature that has been on the statute books, in one form of another,
since March 3, 1933-has been attacked by former President Truman and by
both the Paley commission and the Bell report dealing with strategic materials.
It received the criticism of President Eisenhower last March 30. Bills were
introduced in the d congress s to have it repealed. Henry Ford II, in an address
before the Inland Daily Press Association in Chicago, in February 1953, said we
should abandon the Buy-American Act because it forced American manufac-
turers to spend more money for domestic materials than they would have to
spend for foreign materials.

The subcommittee found, however, that the Buy-American Act has been subtly
thwarted. It reports that "80.1 percent of the present stockpile inventory was
secured from foreign sources, largely at the expense (if domestic production."

The report adds "This policy of saving our domestic sources and becoming
dependent upon foreign materials evidently emanated from and is carried on
through the lower echelons of the State and other departments who have con-
trolled our foreign-trade policies.

"It was also found that generally foreign low-wage area producers were paid
as much and often more per unit for siich critical ma

t
erials than was paid or

offered domestic producers paying several times more in wages and taxes."

EXPLODED THEORY

But what about the supply of minerals and strategic materials here at home
and in the Western Hemisphere?

The subcommittee seems to have gone thoroughly into the matter. It heard
from top experts in the Bureau of Mines, the Departments of Agriculture, Defense
and Interior, the Atomic Energy Commission and other Government agencies,
and from operators of iines and related industries.

"These experts," the report states, "exploded the have-not theories, and they
prove that this country can materially increase its economic production-often
double, treble or quadruple; its supplies of critical materials; and that the
Western Hemisphere can become self-sufficient. Each of the 77 strategic and
critical materials has been separately studied and evaluated as to availability
to the United States in the Western Hemisphere."

The Senate investigators found that industrial diamond was the only mineral
that might have to be stockpiled from outside the Western Hemisphere. But
they found that research and experimentation are developing substitutes for
diamond in industrial drilling and grinding.

They also found that modern prospecting is uncovering immense new treasures
of mineral wealth. "Until recently," the report states, "the discovery of mineral
deposits was based entirely on surface showings or underground information
gained from mines working in the same area. Most of the world's great mines
were discovered in this fashion. But in recent years, new scientific principles
have been developed making possible discoveries of mineral deposits far be-
neath the surface of the earth."

Many witnesses found a deplorable lag in basic geological mapping of our
potential mineral reserves. The report found "Although the United States
Geological Survey has been conducting mapping services since 1880, less than
1 percent of the area of the Nation has been included in geological investiga-
tions; 12.7 percent of the Nation's surface has been geologically mapped, and
31.1 percent topographically mapped." The subcommittee urged that this work
be pushed with all possible speed.
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To revive a healthy going-concern mining industry, it urged that the power
to formulate trade agreements be taken away from "a group of little known
persons of the second and third echelon in the State Department * * * and
placed in the hands of men who have an intimate knowledge of our strategic
and critical raw material needs."

The subcommittee states that a major step in the Communist conspiracy to
destroy this Nation is economic. The first full-length stride in this direction,
it believes, was the 1934 Trade Agreement Act which transferred the consti-
tutional responsibility for regulating foreign trade from the legislative to the
executive branch of government.

These conclusions seem self-evident: closed mines mean unemployment.
Closed mines mean dependence on foreign countries. They mean loss of inde-
pendence and are a serious threat to our security in the likely event of an open
war with Red communism.

It is something for Americans to think about.
Senator Malone stated in a letter to this writer: "I came to the Senate to do

the job represented by this report. I was in my eighth year before I could
become chairman of a committee and arrange the proper setup for the work. I
did not come here to just be another Senator.

"I think we have for 22 years dissipated our wealth and our resources and
are slowly becoming dependent upon foreign nations across major oceans, and
are in their power."

It is something for Americans to think about.

REPORT BY CED COMMITTEE CHALLENGED: ERRORS CITED AND DISSENTS NOTED-
EXTENSION OF REMARKS OF HON. GEORGE W. MALONE, OF NEVADA, IN THE SENATE
OF THE UNITED STATES, THURSDAY, DECEMBER 2, 1954

Mr. MALONE. Mr. President, within the past few days a statement on United
States tariff policy was released by the Research and Policy Committee of the
Committee for Economic Development. Many of the newspapers, in their cover-
age of this statement, attributed it to the board of trustees which includes
numerous leaders of American industry who, I am sure, are not in complete
accord with this statement.

The report by CED's Research and Policy Committee differs so materially from
the announced position of some of the CED trustees that I believe it is important
that the public clearly understand the distinction between a report by this com-
mittee and a report by the trustees themselves.

The Research and Policy Committee includes 33 individuals. Two of the 33,
Mr. Harlow H. Curtice, president of General Motors Corp., and Mr. Philip D.
Reed, chairman of the board of General Electric Co., have taken on position with
respect to this policy statement, because of their absence from the country.

Two other members of the Research and Policy Committee. Mr. John D. Big-
gers, chairman of the board of Libbey-Owens-Ford Glass Co., and Mr Ernest
Kanzler, vice chairman of the board of the Universal CIT Credit Corp. have
dissented from the recommendations. The report also gives the impression that
other members were among the minority who disapproved of its recommendations.

The dissent by Mr. Biggers and Mr. Kanzler reads as follows, and I quote:

"DISSENT BY JOHN D. BIGGERS, CHAIRMAN OF THE BOARD, LIRBEY-OWENS-FORD
GLASS Co., TOLEDO, OHIO, AND ERNEST KANZLER, VICE CHAIRMAN OF THE BOARD,
UNIVERSAL CIT CREDIT CORP.

"We are opposed to the CED's recommendations with respect to United States
tariff policies. We consider them contrary to our national interest and based on
academic theories rather than on actual conditions in the world today.

"I. The United States is already a low-tariff country. Of the 43 countries re-
porting to the International Monetary Fund, the United Nations, and other
official sources, 35 have a higher percentage ratio of customs duties collected to
total value of imports than the United States; only 7 countries have lower ratios.

"2. We should test the effects of adjustments already made before going further.
The tariff reductions embodied in the so-called reciprocal trade agreements which
have been made since 1934 have not been thoroughly tested under normal world
conditions. Only during recent months has our economy been relatively free
of abnormal or artificial stimulants, and already the ill effects of tariff reductions



TRADE AGREEMENTS EXTENSION 695

made during the past 20 years are being felt by a number of our industries in
many communities and by thousands of unemployed workers.

"3. Other nations are pursuing nationalistic policies in their own self-interest.
The committee's recommendations might be effective if we were living in an un-
selfish world, but such is not the case. Others are glad to invade our markets,
but reluctant to have us share in theirs. They have erected tariff barriers, ex-
change regulations, import quotas, and even embargoes to protect their markets.
We have received very few benefits in return for our large tariff reductions during
the past 20 years.

"4. Our allies do not need additional tariff aids. Their industrial production
has risen to levels 31 to 73 percent above those prevailing in 1938, and they have
made further gains during the current year.

"5. We cannot permanently divert world commerce from its natural channels.
Our allies are resisting and even ignoring our efforts to exclude them from their
normal markets in Eastern Europe and Asia.

"6. We cannot buy support for our policies. We have not succeeded by giving
outright aid nor can we by offering easy business on a platter.

"7. Further tariff reductions might boomerang. American communities, com-
panies, and workers seriously injured by foreign imports would demand Govern-
ment protection, and we might swing the pendulum too far in the direction of
increased tariffs. This would be unfortunate.

"8. The sound policy seems to be to test the effects and consequences of the
tariff reductions made during the past 20 years before making further unwar-
ranted, unnecessary, and dangerous experiments."

CONFICTS BETWEEN CED REPORT AND SENATE SUBCOMMITTEE'S FINDINGS CITED

Mr. President, the report on United States tariff policy to which Mr. Biggers and
Mr. Kanzler dissent is diametrically opposed to the findings and recommendations
of the Subcommittee on Minerals, Materials, and Fuels Economics of the Senate
Committee on Interior and Insular Affairs.

As chairman of the subcommittee and for the information of my colleagues,
I shall analyze the CED group's report, point by point, basing my comments on
the Senate subcommittee's own findings during an investigation and study of the
problem over a period of 18 months.

The references I cite will be from the report of CED's research and policy
group, each followed by my own comments and findings of the Subcommittee on
Minerals, Materials, and Fuels Economics.

STATEMENTS IN CED REPORT AND COMMENTS BY SENIOR SENATOR FROM NEVADA

Reference, page 1, line 8:
Report reads: "In the years before 1860 the American economy was still pre-

dominantly agricultural and tariffs were generally low."
Comment: During the 25 years, 1791 to 1815, less than 5 percent of all imports

were on the free list, average rate of duty was 12.6 percent. In 1830, average
rate of duty on all imports, including duty-free products, was 45 percent. The
Walker Tariff Act of 1846 classified imports into four schedules: luxuries, in-
cluding intoxicating beverages, 100 percent; semiluxuries, 40 percent; commercial
products from 30 to 5 percent; average duty on all dutiable imports, 1848-57, 26
percent. In 1953, the average tariff rates on free and dutiable goods was 5.3
percent, and on dutiable imports, only 12.2 percent.

Reference, page 3, line 13:
Report reads: "We enjoy higher real wage levels and living standards with

foreign trade than would be possible if we relied solely on supplies and markets
within our own borders."

Comment: This is only true if there is full use of our resources both in terms
of capital and labor. If there is any substantial amount of unemployment or of
idle capital in this country, we obviously are not enjoying higher living standards
by receiving imports and supporting the displaced resources in idleness.

Reference, page 3, line 16:
Report reads: "The economic advantage of foreign trade is very clear when we

buy abroad things which we don't produce at all at home-coffee, bananas, and
tilL

Comment: No one has ever challenged this statement. That is why the United
States free list has always included those products which cannot be produced
in this country.

Reference, page 4, line 13:
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Report reads: "All trading nations benefit in this way from an expanding
world trade."

Comment: This is only true if all of the displaced resources throughout the
world have been reemployed in a manner so as to maximize their comparative
advantage. This is most unlikely in the real world in contrast with the world of
the theoretical 19th Century classical economists.

SENATE SUBCOMMITTEE URGED ENDING DEPENDENCY ON DISTANT AREAS

Reference, page 4, line 17:
Report reads: "The health of key defense industries is likely to be the fore-

most example of a situation where overall economic efficiency becomes of second-
ary importance."

Comment: The Subcommittee on Minerals, Materials, and Fuels Economics,
of the Senate Committee on Interior and Insular Affairs, in recommendation
number 3 said: "We recommend eliminating our Nation's present dependency
upon remote and possibly unfriendly or neutral areas of the world for critical
materials without which we cannot conduct a war." The report also said:

"Strategic considerations today make it imperative that we maintain going-
concern industries in the production of basic materials and manufactured goods
essential to our security in the event of war.

"This automatically requires that those domestic industries which would be
displaced by foreign industries enjoying a greater comparative advantage must
be protected until the peace of the world is assured and strategic considerations
can give way to welfare economics.

"Should world war III engulf this country, in addition to having a stockpile
of strategic and critical materials, we should have a going-concern industry
which could be expanded so as-to meet the needs of any emergency.

"If we are dependent upon foreign producers whose governments may be
unfriendly, unstable, or may even be displaced by Communist governments, as
has happened alre'idy in Czechoslovakia, we are gambling with our own security.

"Even if foreign producers are able to produce materials, we still have the
problem of getting them to our own shores. This requires convoy operations
which are costly and will be even more difficult in world war III with the new
modern submarines and atom bombs available to our enemies to destroy ports
and industrial operations far from our shores.

"While the Navy may well be able to defend long sea lanes, no one could
argue that the same commitment of manpower, surface ships, and aircraft
could not be used more effectively in fighting the enemy if such convoy opera-
tions were not necessary.

"In all strategic considerations we are justified in increasing our dependence
,n Canadian and Mexican producers and to a less extent on the other countries
of the Western Hemisphere, as such sources will be more easily defended rather
than those located in Africa and the Far East across major oceans" (pp. 300-
301).

FREE MOVEMENT OF CAPITAL AND PEOPLE IMPERATIVE TO FREE TRADE

Reference: Page 4, line 19.
Report reads: "The welfare of a particular domestic group might also on

occasion be of overriding importance."
Comment: The theory of free trade contemplates unrestricted movement of

people and capital so that all resources may be used to their maximum ad-
vantage. The report of the Subcommittee on Minerals, Materials, and Fuels
Economics of the Senate Committee on Interior and Insular Affairs said:

"Implicit in the adoption of the free-trade philosophy is the specialization of
each country and region in those products in which its comparative advantage
is greatest.

"If-the United States is to remove protection from those industries within its
borders having a low comparative advantage, such action must simultaneously
be accompanied by the removal of tariff barriers, quota systems, and manipula-
tion of currency systems for trade advantage in all other countries.

"This obviously requires that Europe become a single economic unit as the
-barriers to trade between the countries of Europe are far more restrictive than
those of the United States with the rest of the world. Furthermore, tariffs are
only one form of restriction. Subsidies and other Government assistance to
industries having a low comparative advantage are equally obnoxious" (p. 301).
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"The forces which generate and create migrations of workers from one part
of the country to another, as the very theory of free trade contemplates, are
extremely painful while they are operative. Even assuming that after everyone
had been relocated they would all be much happier, during the process great hard-
ships would have to be endured. Ghost towns would develop.

"Schoolteachers, firemen, and other municipal workers in these areas would
face great difficulties as the local tax base to support them would be destroyed.
It is inconceivable that such a trend could develop to any great extent in this
country as the people affected would demand relief.

"This relief could be a tariff or duty protection for the affected industry, or
subsidies or grants-in-aid to the affected community. In this case, the Fed-
eral Government pays the local expenses of the community made necessary by the.
destruction of its tax base" (pp. 306-307).

EXCHANGE AND CURRENCY BARRIERS THE RULE IN MOST FOREIGN COUNTRIES,
NOT IN UNITED STATES

Reference, page 4, line 21:
Report reads: "Then there are limitations to the general rule that expanded

international trade serves the economic advantage of trading nations. For
example, if the prices of imports are iiade artificially low for a time by foreign
subsidies or dumping, the rules does not hold."

Comment: Almost all countries with the exception of the United States and
Canada have inconvertible currencies, blocked exchanges, and multiple exchange
rates which depend upon the purpose for which foreign exchange is to used.
These multiple currencies are a method of subsidizing a country's exports andl
discouraging imports. Furthermore, there have heen countless outright devalu-
ations. The most recent examplee is Mexico. which devalued its currency early
in 1954. This had the effect of lowering the price of lead and zinc in terms of
the American market. These practices have a far greater effect 6n the volume
of international trade than any possible change in the present level of American
tariffs.

ALL FOREIGN COUNTRIES EXCEPT CANADA CONTROL DOLLAR EXCHANGE

Reference, page 5, line 1 :
Report reads: "Tariffs inhibit the growth of American exports. Because our

typical industrial and agricultural exports are the products of some of the most
efficient producers in the world, other countries are anxious to buy more from us.
But they are limited by their dollar earnings. Increasing the effective demand
for United States exports depends ulnsn increasing the supply of dollars abroad.
The main way of doing this is by increasing United States imports.' Trade is
a two-way proposition. While some dollars spent abroad nmmy at times go into
other countries' reserves, the vast demand for American products abroad assures
that most dollars spent in other countries will (,)me back here in one way or an-
other in the form of increased orders for United States exports."

Comment: This development is superficial as it assumes that a country earn-
ing dollars will release those dollars to its nationals to purchase American goods
which they desire in a free market. With the exception of Canada, all foreign
countries control the dollar exchange earned by their nationals, and this ex-
change is then used by the government. Importers in foreign countries must
secure import licenses and permission to pay out United States dollars before-
a transaction can he completed. Some types of goods are granted import li-
censes. Many are completely prohibited. Dollar and gold reserves outside-
the United States have increased substantially during the past 2 years. This
would indicate that there is no real shortage of dollars on current account. The'
concept of free trade was developed in a multilateral trading world. The report
of the Subcommittee on Minerals, Materials, and Fuels Economics of the Sen--
ate Committee on Interior and Insular Affairs said:

"Obviously the United States, as one country in the so-called free world, can-
not by unilateral action overcome all of the impediments to free trade which
exist in the world today.

I Increasing imports Is not the only way to enable foreigners to buy more of our products
and services. To some extent, and for a time, exports can be increased by expanding the
flow of American investment abroad. Increasing expenditures abroad by American tourists
also helps expand our exports. Foreign aid, too, is a method of maintaining or increasing
our exports, although it is not one on which we or other countries wish to rely indefinitely
(p. 5).
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"Certainly if comparative advantage is to be accepted as the criteria and the
United States is to sacrifice those industries in which its comparative advantage
is low, it must expect that the underdeveloped countries will not subsidize in-
dustrialization and will continue in the role of raw materials suppliers where
their comparative advantage is high.

"Much of the difficulty in maintaining multilateral trading today can be traced
to the fact that triangular trade between the Latin American and Indonesian
areas with the continent of Europe has been broken by the actions of the gov-
ernments of these underdeveloped areas.

"Imports from Brazil to the United States are under no restrictions, and their
volume has been high, providing the Brazilian economy with an ample flow of
dollars. Formerly these dollars were spent in Europe, which enabled Europe
to settle its adverse dollar balance with the United States. Today Brazil, in
spite of our purchases, has had great difficulty in settling its own commercial
dollar transactions with the United States and it has been unable to furnish
the market it formerly provided to Great Britain and the continent of Europe.

"It employs import controls and many restrictive devices at the present time.
Foreign investment is discouraged as Brazil has reaffirmed its position that no
foreign capital would be welcome in developing her potential petroleum re-
sources.

"Brazil's insistence on virtually nationalizing the development of her natural
resources has resulted in the ridiculous situation where the rationing of oil
supplies is receiving serious consideration, as railroads are being converted to
diesel power and automobile imports are increasing" (pp. 303-304).

TARIFFS APPLY TO ONLY FRACTION OF UNITED STATES IMPORTS

Reference, page 6, line 5:
Report reads: "Only a part of our imports are subject to tariffs or other im-

port restrictions. * * * Only about $3 billion were subject to import quotas or
to tariffs sufficiently high to have an appreciable effect on the volume of im-
ports. This $3 billion consisted for the most part of agricultural products and
finished manufactures."

Comment: It is difficult to see how the reduction of tariffs on this small por-
tion of our total imports could balance our trade with the rest of the world.
If these particular imports were freed of all restrictions, a few supplying areas
would secure an increased market in the United States at the expense of hardship
in certain areas of the United States economy where the dislocations would be
concentrated. It is quite unlikely that the particular recipients of the benefits
of our tariff reductions would purchase American goods with the dollars earned
that would completely compensate for our own dislocations. Over the short run,
it is certain that this would not be the case. Over the long run, it could only be
accomplished if all other countries simultaneously reduced their own tariff
barriers so that the dollars could come back to us through an involved series of
multilateral exchanges.

OVER HALF OF WORLD'S TRADE SUBJECT TO FOREIGN IMPORT QUOTAS

Reference, page 6, line 16:
Report reads: "The economies of most other countries of the free world-

particularly of our major allies-are considerably more dependent than our
own on foreign trade. For example, Britain's imports are equal to about 22 per-
cent if its gross national product, as compared with 3 percent for the United
States. The corresponding figure for Holland is 38 percent; for Belgium, 30
percent; for Western Germany, 13 percent; for Italy, 14 percent; for Japap, 10
percent and for France, 7 percent. Because of this dependency on foreign trade,
the future economic growth and health of many countries depend, in considerable
part, on whether they have a sufficient opportunity to expand their trade with
each other and with us. In this sense, tariffs have greater economic importance
for our friends and allies than they do for our own economy. This is not to say
that there is not considerable scope for more efficient use of resources within
the United States by increasing our foreign trade."

Comment: The report of the Subcommittee on Minerals, Materials and Fuels
Economics of the Senate Committee on Interior and Insular Affairs dealt with
this subject as follows:

"Most discussions of America's foreign economic policy are in terms of changes
in United States tariff laws. It should be pointed out that the United States,
under the Constitution, can lay no taxes or other imposts on exports. The
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only restrictions on exports today are those exercised under the Export Control
Act to prevent the flow of strategic materials to Iron Curtain countries.

"The United States does not use import quotas except for a few agricultural
commodities where the maintenance of domestic price supports makes such
action mandatory.

"More than half of the world's trade is subject to import quotas. Business-
men can adjust to fixed tariffs, but they never know how licenses will be issued
to implement a quota. Under the General Agreement on Tariffs and Trade, the
33 signatories are not supposed to maintain such restrictions. However, in 1952
of the $56 billion imported into the General Agreement on Tariffs and Trade
countries $38 billion was under import quota restrictions. At the present time,
unrestricted dollar imports are not permitted by any signatory country to the
General Agreement on Tariffs and Trade outside the dollar area. Almost all of
the countries who are members of the Organization for European Economic
Cooperation employ import quotas and other restrictions. The Organization
for European Economic Cooperation has set a goal whereby 75 percent of the
imports are to be free of quotas. In December 1953 Great Britain's percentage
of quota-free imports was only 58 percent.

"The United States has no currency restrictions. It applies the most-favored-
nation clause in all its trade agreements. It makes no distinction between
luxuries and essential goods in its import policy.

"This should be contrasted with the British Empire preferential rates and the
colonial preferences prevalent in the French colonial trading area.

"Blocked currencies are characteristic of most of the countries of Europe and
in many cases in South America as well. Special preference for essential goods
as determined by Government officials over luxury imports is prevalent in most
of the so-called free-world countries today.

"Problems presented before the last meeting of the countries signatory to the
General Agreement on Tariffs and Trade illustrate the obstacles in achieving
free trade. Britain was granted a waiver to increase duties to assist fruit and
vegetable growers hurt by removal of quotas under the Organization for
European Economic Cooperation plan to liberalize intra-European trade.

"Great Britain was also granted a restricted waiver on the General Agree-
ment on Tariffs and Trade rule forbidding increases in imperial preferences.
Apparently Britain plans shortly to liberalize her trade with Western Europe and
move away from import quotas. This action is to be coupled with tariff increases
where necessary to protect local British industries, as well as the British balance
of payments.

"Britain does not wish to increase the tariffs on Commonwealth imports when
the rates are raised on West European goods. Australia at the start of the
session appealed for modification of the General Agreement on Tariffs and Trade
clause which prevents an increase in Empire preferences. She even threatened
to withdraw from the General Agreement on Tariffs and Trade unless Empire
preferences were broadened. Japan was finally admitted to a limited participa-
tion in the General Agreement on Tariffs and Trade; however, Britain and most
of the Commonwealth countries voted against Japanese participation and will not
give her goods the right to most-favored-nation treatment" (pp. 301-303).

The United Kingdom has been the leading advocate of United States tariff
reductions and is responsible for the slogan "Trade, not aid." A New York Times
dispatch from London dated August 18, 1954, said:

"The president of Britain's Board of Trade is touring the Lancashire cotton-
textile industry to look into fears expressed there about Japanese and Indian
competition.

"Peter Thorneycroft met today with chamber of commerce members in Man-
chester, Britain's textile capital. Afterward, an official said they discussed the
serious implications to the Lancashire textile industry of the possibility of
Japan's admission to the general agreement on trade and tariffs (GATT).
Japan's admission would restrict the erection of tariffs against Japanese goods.

"The source said complaints also were aired about alleged infringement of
British textile designs by Japanese traders.

"Rumblings about alleged Japanese undercutting in traditional British Com-
monwealth textile markets have been growing louder of late.

"'Meanwhile, London shipping quarters were turning their attention to the
scheduled arrival on Friday of the Japanese cargo liner Asakasan Maru, opening
a monthly freight service between Britain and Japan.'

"The Manchester Guardian said it marked the start of a new freight-rate war
on the United Kingdom-Far East run and was causing some concern in London
shipping circles."
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STRENGTHENING ALLIES ALSO REQUIRES THAT WE NOT WEAKEN SELVES

Reference, page 7, line 6:
Report reads: "Our tariff policy affects the economic strength of our allies.

Their economic strength affects their military strength and their political
stability-in short, their value as free-world allies. Thus our tariff policy has
a significant bearing on our own security, as CED has pointed out in earlier
statements.

"Our tariff policy affects our ability to win allies and to keep them. It has
become to our allies an important indicator and symbol of our attitude toward
their economic problems. What we do about the tariff has significant psychologi-
cal and political effects in strengthening or weakening our alliances. Low tariffs
will help to strengthen the community of economic and political interest between
our allies and ourselves--to increase their sense of solidarity with the United
States."

Comment: Our tariff policy affects our own strength as well as the strength
of our allies. The findings of the Subcommittee on Minerals, Materials, and
Fuels Economics said:

"During the last more than a quarter of a century established procurement
practices have dangerously increased our dependence for the critical materials
upon nations across major oceans without which this Nation cannot survive.

"We must avoid dependence upon overseas suppliers to the extent that these
suppliers could suddenly render us impotent by withdrawing supplies of critical
materials during a world conflict, or could use such dependence as a political or
economic bargaining lever.

"Testimony is abundant that our domestic and foreign policies have been based
on the false assumption that the United States is a have-not nation insofar as
the supply of critical raw materials necessary to this Nation in wartime is con-
cerned.

"This testimony also shows that in many instances the United States has
expended enormous sums of money to underwrite foreign fiscal systems and
world policies of nations whose friendship is deemed of great importance because
of their control and possession of raw materials" (pp. 5-6).

The assumption is implicit that American tariffs are the one barrier to the
expansion of world trade. Studies by the United States Tariff Commission show
that during the past 20 years our tariff rates have been lowered by almost 50
percent. We have received little credit for our leadership. It is doubtful
whether anyone can buy allies by continually making additional concessions.

CED CONCEDES TARIFFS GIVE DEGREE OF PROTECTION TO UNITED STATES PRODUCTION

Reference, page 7, line 18:
Report reads: "Our tariffs to some extent protect productive capacity essential

to national defense. A general and substantial lowering of tariffs might expose
some essential defense capacity to damaging import competition, but exactly
which industries are essential to national security and how much damage might
result from tariff cuts can only be judged after careful examination of particular
situations."

Comment: The State Department charged with the negotiation of tariff reduc-
tions is not in a position to judge the military potential which is sacrificed by a
specific tariff reduction.

Reference, page 7, line 24:
Report reads: "In some respects, however, the tariff may be harmful to our

defense production potential. Some tariffs protect industries making goods which
are not essential in wartime. The labor, capital, the management in those in-
dustries would make a greater contribution to our security if, for example,
they were employed in our major capital goods industries, many of which would
expand if export opportunities increased."

Comment: This presupposes an orderly reemployment of the labor, capital,
and the management in these industries by the major capital goods industries.
There is no evidence whatsoever that this could be accomplished. The physical
facilities would probably have no value. They may be badly located. The
personnel would not have the requisite skills, and may also have to be moved to
a new locality. If these resources were unemployed the country would be
weaker, not stronger. Furthermore, many of these industries in time of war
would provide the civilian goods which we could import in time of peace but
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which would not be available under wartime conditions and which may be badly
needed to contribute to the morale and well-being of our own people.

Reference, page 8, line 12:
Report reads: "Tariff protection may reduce the incentive to engage in research

by sheltering domestic industries from foreign competition."
Comment: This statement presupposes a domestic monopoly in a particular

industry with no competition between producers of the same product, and no
competition by substitute products within the American market. These are
completely unrealistic suppositions. Tariff protection only shields the domestic
industry from the competitive advantage given a foreign producer through lower
wages and taxes in his own country. A tariff does not shelter any domestic
producer from competition within his own industry or from other domestic
industries who are seeking the consumer's dollar.

"HAVE-NOT" FALLACY OF EXHAUSTED RESOURCES ADOPTED BY CED

Reference, page 8, line 19:
Report reads: "Tariffs or other restrictions on imports of such commodities

(lead, zinc, and some refined petroleum products) may result in speeding up
the exhaustion of scarce domestic supplies, thus cutting down our reserves for
an emergency and thereby tending to impair our national security."

Comment: A going concern industry is the basis of our national security
where the production of minerals is concerned. Proved reserves represent only
a very small part of our potential reserves of any mineral product. A pros-
perous domestic industry insures the necessary exploration and development
activities to expand our proved reserves. Materials in the ground, which have
not been located or discovered, are valueless when war strikes. Trained per-
sonnel and equipment will not be available to find these materials and to produce
them in a usable form without an industry in being.

The Subcommittee on Minerals, Materials, and Fuels Economics of the Senate
Committee on Interior and Insular Affairs devoted a large portion of its investi-
gation to this specific problem. The following is taken from the findings of the
subcommittee:

"This misconception that we are a have-not nation has found wide acceptance
by the public through confusion between the statistical and engineering terms
'proved commercial reserves' and 'potential and latent resources,' " which include
developed ore, probable ore, possible or inferred ore to designate supplies of ore
in various states of development.

"This confusion has led to predictions over the past two decades that we would
soon exhaust our supplies of petroleum, iron ore, copper, lead, zinc, tungsten,
mercury, and other critical materials. Expert testimony before this subcom-
mittee made it crystal clear that there were more known commercial reserves
of critical materials in the United States than ever before in the history of
this Nation.

"In the meantime we have consumed more than the total quantity of proven
commercial reserves of two decades ago.

"The potential latent resources or reserves are more than ever susceptible to
discovery today by modern techniques and exploration methods, requiring only
a financial incentive to be found.

"Evidence was presented which showed that this country was led into the
mistaken conclusion that, according to the known reserves of critical materials,
including petroleum, tungsten, manganese, zinc, lead, and other minerals, we
would exhaust our supplies and they would be virtually depleted within 2 to 12
years.

"Documents were introduced into evidence which stated that in 1944 the Gov-
ernment was advised to conserve its minerals and that it should purchase some
critical materials from foreign countries, including Russia. It was testified that
this advice played a part in the subsequent increase in United States dependence
on foreign nations for critical materials which are available in this Nation and
in the other areas of the Western Hemisphere" (p. 6).

"SUBSIDY" vIEWS IN CED REPORT cHALLENGED

Reference, page 8, line 23:
Report reads: "Protective tariffs are a form of subsidy for industry and tax

on consumers. Our tariffs give an indirect subsidy to domestic producers by rais-
ing the domestic price of competing imported products. Thus, the tariff allows

59884-55-pt. 2- 6
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some domestic output to be sold at higher prices or in larger quantities than
would be possible without tariff protection. At the same time, tariffs tax con-
sumers of certain imported goods in order to discourage importation of these
goods."

Comment: The Subcommittee on Minerals, Materials, and Fuels Economics of
the Senate Committee on Interior and Insular Affairs said:

"A proposed to provide direct subsidies from the Federal Treasury to those
industries now enjoying or needing tariff protection in lieu of that tariff has
been advanced by some exponents of free trade. This suggestion requires critical
examination. In the first place, tariff revenues increase Government receipts
and the payment of subsidies involves a direct drain on the Treasury.

"Inasmuch as the budget is already unbalanced unless cuts in the foreign-aid
program could cover the loss of tariff revenue and the payment of subsidies, we
would be confronted with the necessity of imposing additional taxes on our own
people.

"The present tax burden is admittedly too high, and this is not a happy
prospect. Furthermore, it is essential that sufficient savings be developed to
permit a recasting of the entire tax structure so as to restore incentive to our
own producers.

"Additional Government obligations, accompanied by loss of Government
revenues, make it more difficult to correct admitted inequities in the present tax
structure" (p. 307).

CED REPORT DEFENDS LOW FOREIGN WAGE RATES

Reference, page 9, line 11, through page 11, line 19:
Report reads: "The fact that wages are lower in other countries does not

mean that some American products cannot compete on even or better than even
terms with foreign products. This is true because the price at which a product
can be profitably sold depends not on wage rates but on unit cost of production.

"Unit cost of production, in turn, is determined by many factors in addition
to wages-by the amount and character of capital investment that stands be-
hind each worker, by managerial skill, by the prices of raw materials and power,
by the quality of labor, and by the volume of output. The combination of these
elements largely determines what is called productivity. In general, the high
productivity of United States industries accounts for the low unit cost of many
American products.

"The differences in average productivity between European and American
industry are of roughly the same order as the differences in wage and social
welfare payments per employee. It is the higher average productivity in this
country that makes it possible for the average American worker to earn a higher
wage than his counterpart in Europe. Conversely, lower European wage levels
are conditioned by lower productivity in European industry. Many specific
industries, of course, are exceptions to this general rule.

"Productivity varies widely as among individual American industries, while
differences in wage rates tend to be less marked. For this reason, those Ameri-
can industries in which productivity is highest are likely to have the lowest
unit costs and therefore the strongest competitive position in both the domestic
market and overseas.

"Our highly mechanized mass-production industries are good examples of
competitive advantage based on productivity. At home, the products of these
industries have little to fear from foreign competition ; abroad they have proved
to be strongly competitive. In these industries, the combination of high capital
investment per employee, relatively low raw material costs, American managerial
skill, and volume runs based on mass markets combine to produce an efficiency
so much greater than in other countries that our production can be sold profitably
at prices fully competitive with foreign prices, despite the much higher wages
prevailing here.

"United States industries may be at a competitive disadvantage with foreign
producers in lines where the American producer has no special advantage in raw-
material costs or volume of output, and where production techniques are about
the same here and abroad. This could be true, for example, of products
which are manufactured both here and abroad by much the same kind of ma-
chinery, and with about the same input of labor for each unit of production.
In these cases American products are subject to foreign competition resulting
in large part from lower wage rates prevailing abroad. Competition would be
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increased if tariffs were lowered. Products which appear to fall into this cate-
gory include heavy electrical equipment, watches, woolen and worsted textiles,
flat glass, rayon staple fiber, bicycles, some chemicals, and some machine tools.

"Another group of American industries subject to import competition includes
handicrafts and other consumer goods industries where production is not highly
mechanized and where there is a very high labor content-for example, leather
goods, felt hats, and handblown glassware. In industries of this kind, American
producers, paying higher wages, are at a disadvantage in competition with
foreign producers, and, in general, the products of these industries have high
tariff protection."

Comment: The Subcommittee on Minerals, Materials, and Fuels Economics of
the Senate Committee on Interior and Insular Affairs dealt with this specific
problem. It said:

"In a world operating under free trade, wages are established by those indus-
tries having the highest comparative advantage who would bid for labor in a
free labor market, so as to obtain a labor force sufficient to their needs. In this
country unions attempt through collective bargaining to negotiate wage agree-
ments which raise wages in industries having a low comparative advantage to
the level of those paid in our more efficient industries. For example, the auto-
mobile industry has always been a high-wage industry-long bbfore the days of
union organization.

"Unions in other industries, such as in textiles, have attempted to secure similar
wages for their members. As long as a tariff was present this was possible.
The abandonment of the tariff would require the abolition of union efforts
to secure a uniform American wage based on a so-called American standard of
living" (p. 306).

"It might also be questioned whether we might not give some consideration in
adjusting tariffs to the great increase in our corporate income taxes, as well as
the imposition of social security taxes, since 1934 when we started to reduce
tariffs under the 1934 Trade Agreements Act.

"These increases in Federal taxes have increased the costs of the domestic
producer. Inasmuch as a large portion of the taxes collected on United States
corporations was used to finance the capital cost of foreign producers by direct
Government gift, these United States taxes as a cost item -should be given special
consideration in the setting of future tariff policy" (pp. 299-300).

In the United States the capital investment per employee is a cost to the busi-
ness enterprise as it has been contributed by private individuals who expect a
return on their investment. Much of the capital employed by foreign pro-
ducers has been supplied as a gift by the United States taxpayer. The American
producer, in addition to having to charge depreciation on his plant and a rea-
sonable profit as a part of his selling price, has been forced to include taxes
to pay for the plant of his foreign competitor.

CED THINKS FARMERS WOULD FIND READY MARKETS ABROAD TF SUPPORTS REMOVED

Reference, page 11, line 20:
Report reads: "In the absence of price supports and other controls now in effect

for many farm products, most of American agriculture would have a decisive
competitive advantage over its counterparts abroad. The bulk of American agri-
cultural production is of commodities such as wheat, corn, cotton, tobacco, and
dairy products for which our plentiful supply of land can be used to best advan-
tage, in combination with mechanized equipment, extensive use of fertilizer,
and, continual improvements in crop varieties. We produce large surpluses of
moKt of such commodities. For a few agricultural products, reduction of the
United States tariff would result in a substantial increase in imports--examples
are apparel, wool, oats, cigar tobacco, and edible nuts. The great bulk of Ameri-
can agricultural imports, however, are of such commodities as coffee, jute, cocoa,
raw rubber. slgar. tea, and bananas, which we either do not produce in sufficient
quantity to satisfy our own markets, or do not produce at all."

SENATE SUBCOMMlITTEE DIFFERS

Comment: The report of the Subcommittee on Minerals, Materials, and Fuels
Economics of the Senate Committee on Interior and Insular Affairs dealt with
this specific problem as follows:I "In the United States, agriculture is a way of life as well as an economic
institution. Both major political parties are pledged to assuring the continued
existence of an agricultural economy within the United States.
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"In fact, the entire farm program including price supports was designed to,
permit those farmers to remain on the land, who without these aids would have
been forced to leave the farm and migrate into the cities and secure industrial
employment in those fields where this country does enjoy a high comparative
advantage.

"Obviously if we adopt free trade we should abandon our entire price-support
program. If we did not do this, we would be attempting to support farm prices
all over the world at the expense of the American taxpayer. As soon as we
accept acreage limitation and other similar devices in the farm program, we
have departed from the free trade" (p. 306).

Reference, page 13, line 10:
Report reads: "Competitive adjustments of the sort that might result from

changes in the tariff are basically no different, and have ordinarily been far
less severe, than those which are continually taking place within our com-
petitive domestic economy. Competitive adjustments of this kind are part of
the growth of our productive efficiency and of the growth of our standard of
living."

Comment: Competitive adjustments resulting from changes in the tariff are
different from those which are continually taking place within our competitive
domestic economy. Domestic competitors pay the same wages, are subject to
the same laws and taxes. When one firm secures a larger share of the market
under these conditions, it reflects real productive efficiency. When the Gov-
ernment, through arbitrary change in the tariff, changes the competitive posi-
tion of an entire industry, there is not necessarily any gain in productive effi-
ciency. This is particularly true if the imported products are produced with
lower paid labor and under a less onerous tax burden than the domestic product.
It is difficult to see how our standard of living is enhanced by displacing workers
and reducing the Government revenues through lowered taxes on these workers
and employers. This becomes an absurdity if we then have to find a way to
subsidize these same formerly productive members of society at public expense-

HARDSHIP TO WORKERS AND COMMUNITIES ADMITTED WHEN TARIFFS CUT

Reference, page 13, line 16:
Report reads: "Nevertheless such adjustments involve social and economic-

costs. The costs may be of different kinds: Workers may lose their employ-
ment and have difficulty in finding new work. Labor skills acquired over long
periods can be rendered obsolete by new competition. Plant and equipment
made idle by new competition which cannot be converted to other uses becomes
valueless. Local communities heavily dependent on a particular industry whose
output and employment have been reduced can become chronically depressed.
These economic and social costs of tariff liberalization cannot be overlooked.
In making tariff policy they should be carefully weighed against the political
and economic advantages to the United States of reducing tariffs."

Comment: This paragraph supplies abundant reasons for proceeding cau-
tiously in lowering tariffs.

Reference, page 14, line 1:
Report reads: "American tariffs have been considerably lowered since the

1930's. About half of this reduction has been due to reciprocal trade agree-
ments entered into with other countries and the other half to the effect of rising
prices of imported merchandise on specific tariff duties. There are opposing-
views on the question of how much this reduction has reduced the general
restrictiveness of the tariff. It is clear, however, that tariff rates on many
products are still restrictive, in the sense that reduction of those rates would
increase imports substantially-for example, the tariffs on woolens and worsted,.
apparel wool, cigar wrapper tobacco, sewing machines, optical instruments,
fish fillets, edible nuts, and toys, among others."

Comment: Many American tariffs are levied at a specific rate rather than on an.
ad valorem basis. Many of these tariffs are no longer restrictive because of the
rise in the price level since the Tariff Act of 1930. President Eisenhower, in,
rejecting the recommendations of the Tariff Commission to increase the duty on
lead and zinc this summer, was influenced by the fact that any increase he was
authorized to impose under existing law would be insufficient. The present
stockpiling program for lead and zinc temporarily affords relief for the indus-
try and raises the world price of these minerals. It cannot be continued indefi-
nitely without incurring all of the problems which now confront us with agricul-
tural surpluses. The CED say: "Reductions in tariffs would have only a small-
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effect on our total imports, but would have a serious effect insofar as they were
effective in substantially increasing the tariffs on woolens and worsteds, apparel,
wool, cigar wrapper tobacco, sewing machines, optical instruments, fish fillets,
and edible nuts." Each of these products is produced in an area which has
become largely dependent upon its production for the employment and well-being
of the community. A 2-percent increase in our total imports could very well
result in a loss of 50 percent of the employment in some New England textile
communities. It is difficult to reconcile the advantages of this proposed reduc-
tion with the political and social upheaval which would result in the affected
areas.

CED REPORT CALLS BtY AMERICAN STATUTE RESTRICTIVE

Reference, page 14, line 12:
Reports reads "Tariffs are not the only restrictive feature of American com-

mercial policy. The buy American legislation and our shipping policies also
restrict imports of goods and services. Import quotas may well he as important
in their effect on the overall volume of our imports as the tariff. Direct quantita-
tive restrictions, such as those imposed on imports of wheat, cotton, sugar, but-
ter, and cheese, are more important than tariffs in restricting imports of agricul-
tural products." 2

commentt : The United States must maintain a merchant marine in order to
again have a necessary industry in being should it be required in time of war.
The American taxpayer is making a substantial contribution to building and
operating the United States merchant marine. So-called restrictive shipping
policies tend to limit the burden which the American taxpayer would otherwise
have to assume to maintain this industry. The Buy American Act Is necessary
to implement the Walsh-Healey and Bacon-Davis Acts. The report of the Sub-
committee on Minerals, Materials, and Fuels Economics of the Senate Committee
on Interior and Insular Affairs dealt with the Buy American Act as follows:

"Government contractors furnishing equipment and materials to the United
States are governed by the Walsh-Healey Act, which enables the Secretary of
Labor to establish minimum wages and other conditions of employment for any-
one working on a Government contract, including subcontractors.

"The minimum wages established under the Walsh-Healey Act may be far
higher than those specified in the Fair Labor Standards Act. In fact, within wide
limits they may be set at almost any point which the Secretary of Labor finds
proper.

"If this act is continued and the Buy American Act is repealed, American
producers would be at a serious disadvantage competing with foreign bidders.
Without the Buy American Act Government contracting officers would be required
to accept the lowest bona fide bid.

"This would have serious repercussions on certain domestic producers. For
example, it is difficult to see how the New England textile industry could hope
to secure business from the Quartermaster Corps in competition with European
textiles without a Buy American Act, if the Walsh-Healey Act remains on the
books. Unless the Buy American Act and the Walsh-Healey Act are considered
together, it is difficult to see how anything but chaos can result.

"Bills have been introduced in the 82d and 83d Congress to amend the Defense
Production Act which would require the Secretary of Defense to give special
preferences in the awarding of contracts to labor-surplus areas. If the Buy
American Act is repealed, the sponsors of such measures must realize that no
consideration could be afforded to labor-surplus areas.

"The Congress, in establishing the Small Business Administration, has directed
that it assure small business its proper share of Government procurement.
Special consideration for small business has been ordered in many Federal laws.
If Government contracting officers are to be asked to purchase materials from
the lowest bidder anywhere in the world, it is difficult to see how any special
consideration for any particular class of American producer may be maintained.

"Another conflict which would arise if the Buy American Act is repealed
comes from the provisions of Public Law 520, 79th Congress, which provides for
the acquisition of a military stockpile. A buy-American clause was written in this
law for the express purpose of developing and maintaining a going concern

2In principle, the committee feels that quantitative import restrictions are an undesirable
method of controlling Imports but the question what to do about our agricultural import
quotas Is inseparable from the problem of domestic agricultural policy CED's Research
and Policy Committee now has in preparation a policy statement on farm policy which will
treat this subject, hence it is not discussed further here (p. 13).
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mining industry so that our dependence on foreign supplies could be lessened.
If we are to continue in a world when strategic considerations are to be given
first priority, it is again difficult to reconcile a repeal of the Buy American Act
with the objectives set forth in Public Law 520" (pp. 160-161).

CED CONDONES TRADE BARRIERS OF FOREIGN COUNTRIES

Reference, page 15, line 8:
Report reads: "Other countries' import barriers, which are generally higher

than our own, also severely restrict foreign trade. These import barriers exist to
protect domestic industries, to bolster a weak balance of payments, to safeguard
certain social policies, and for other reasons. Many countries' restrictions on
imports of American products are in part made necessary by their inability to
earn enough dollars to pay for all the goods and services they want to buy
from us. Lowering our barriers to imports would therefore make it possible for
other countries to lower their import barriers. It would give us a basis and a
justification for pressing them to do so. Our own willingness to lower our
tariffs and other barriers to imports is affected-and properly so-by the willing-
ness of other countries to liberalize their import policies. Thus, liberalizing the
American tariff can be an effective means to expand world trade, provided other
countries will also lower trade barriers."

Comment: The United States has consistently lowered its tariffs for the
past 20 years. It has contributed billions of dollars in foreign aid, and it has
provided a large part of the capital of the International Monetary Fund and of
the World Bank. Despite this leadership, there is little evidence that other
countries are ready to proceed with the abolishment of nonconvertible cur-
rencies, to lower their own tariffs to the level of ours, or to eliminate their
other restrictive measures which impede the development of world trade.

UNCLE SAM MUST BE DOCTOR TO ENTIRE FREE WORLD, CED IMPLIES

Reference, page 20, line 7:
Report reads: "The survival of freedom and of western civilization depends

in considerable part on whether this country is able to keep strong allies willing
to work with us in strengthening the free world and resisting Communist sub-
version and aggression. A major aim of American foreign policy is therefore
to strengthen the political and economic health of friendly foreign countries
and to tighten the bonds of mutual interest and community of purpose which
tie our allies to us and us to them. Our foreign economic policy and our tariff
policy are intimately involved in this task. Trade among nations is a powerful
force making for unity."

Comment: This presupposes that changes in our tariff policy "strengthen the
political and economic health of friendly foreign countries." A complete reduc-
tion in our tariffs would still leave most of the countries of the world with very
serious problems. We would have distress here in those industries which were
affected by the reductions-but we would probably survive. It will take a great
deal more than changes in American tariffs to establish a proper economic climate
in most of the friendly foreign countries with which we are concerned. Ameri-
can foreign investment could play an important part in many countries if it were
welcomed on a nondiscriminatory basis and with assurance that it would not
later be subject to expropriation. More stable governments and the adoption of
measures to expand their own domestic markets can have a far more pervasive
effect on their economic health than anything the United States can do for them.

CED WOULD BIND FUTURE CONGRESSES TO LONG-RANGE FREE TRADE POLICY

Reference, page 21, line 11:
Report reads: "Although it is doubtful that lower tariffs would increase our

trade with these countries greatly in the next few years, the longer run effects
could be important if our tariff policy could be put on a stable basis so as to
minimize uncertainty."

Comment: The problems confronting friendly foreign countries are acute.
Remedies which will only be effective at some distant date can hardly be advanced
as a solution to their current difficulties. The suggestion that our tariff-policy
be put on a stable basis so as to minimize uncertainty is totally unrealistic in
that it is predicated upon having the present Congress bind future Congresses
to a specified course of action. All businessmen desire stability in their eco-
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nomic environment. This desire is not confined to tariffs. It includes the entire
field of legislation comprising taxes, labor, farm policy, etc. No one has seriously
suggested that such stability was an attainable objective. American producers
would also like assurances that foreign countries will not be taken over by Social-
ist governments who will then nationalize their properties.

CED WOULD SACRIFICE UNITED STATES JOBS, INDUSTRIES TO WORLD "PSYCHOLOGY"

Reference, page 22, line 7:
Report reads: "Moreover, the psychological and political effects of our tariff

policy should not be underestimated. Adoption of a clear-cut policy of tariff
liberalization would be signal evidence of our concern for the economic welfare
of other free nations. It would therefore help to strengthen our alliances at a
time when they badly need strengthening. Conversely, a reversal of our tariff
policy would be interpreted by the rest of the world as a retreat from our present
foreign policy."

Comment : This statement accepts all of the emotional connotations which sur-
round the tariff issue. It advocates ruthlessly sacrificing American industries
and their workers that foreign countries will not assume that we are reverting
to an isolationist approach toward the world. Foreign countries have not hesi-
tated to protect their own nationals. It is difficult to see how we will establish
respect for our point of view by accepting unsound premises merely in order to
create the correct phychological atmosphere.

Reference, page 22, line 17:
Report reads: "Tariff liberalization, by increasing imports, will permit other

countries to buy more from us, particularly in the longer run. Our major export
industries-for example, those producing earth-moving machinery, tractors,
textile machinery, printing machinery, sewing machines, typewriters, refrigera-
tors, diesel engines, motor vehicles, and agricultural machinery-are, in general,
those with the highest relative productivity. As their output is increased and is
exchanged for more import, the overall efficiency of the American economy tends
to increase. In general, increased imports at costs and prices below those in-
volved in domestic production raise our standard of living. Increased imports
add to the variety of our consumption. They stimulate American industry to
desirable innovations."

('oniment: Inceased imports will not necessarily expand our exports unless
there is a universal reduction of barriers between all other countries. The ad-
justment in any case would take a considerable period of time and if it resulted
in idleness for American resources during the interim, the adjustment would
lower our standard of living and not raise it.

REPORT PREFERS SLOW SUICIDE TO SUDDEN DEATH FOR HURT INDUSTRIES

Reference, page 23, line 3:
Report reads: "We favor a gradual approach to tariff reduction. We have

pointed out the impossibility of forecasting accurately the effect of tariff cuts on
imports and on the domestic economy. Because of that difficulty it is essential
to reduce tariff rates gradually and selectively. The speed at which they are
reduced should be subject to adjustment in the light of experience."

Comment: A protected industry confronted with a constantly declining level
of tariff protection will probably be an industry that will have difficulty in attract-
ing capital and recruiting young personnel so as to improve its competitive posi-
tion. A gradual reduction in tariff means an eventual curtailment of the
industry's employment potential. This places the power of life and death over
entire communities in the hands of those who select the industries to be subjected
to a gradual lowering of their tarff protection. During the past 20 years this
power has been lodged in the State Department, who have no domestic
constituency.

IMPACT OF TARIFF CUTS ON SOME FARM AND FACTORY PRODUCTS CONCEDED

Reference, page 24, line 14:
Report reads: "The competitive impact of even moderate tariff reductions

might be more serious on some other products of industry and agriculture,
particularly on products of the handicraft type and on a few agricultural com-
modities. In these cases it is doubly necessary to proceed cautiously and
gradually with tariff reductions. Furthermore, there should be opportunity
to correct errors in making tariff reductions on appeal by interested parties.
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In cases where an industry is already declining absolutely, tariff reductions
should ordinarily be avoided until the orderly transfer of labor and other
resources to other uses is reasonably assured."

Comment: The suggestion that errors in making tariff reductions should be
corrected by appeal by interested parties conflicts with the plea for stability
in our tariff structure so that the foreign producer can make his plans regarding
the American market. The approach implicit in this paragraph is one involv-
ing a degree of economic planning by Government officials, totally incompatible
with our accepted concepts of a competitive private enterprise economy.

PLIGHT OF "DISPLACED WORKERS" VIEWED BY CED THROUGH ROSE-COLORED SPECTACLES

Reference, page 25, line 11:
Report reads: "The American economy has demonstrated many times in

recent years its flexibility and adaptability in adjusting to changes greater than
have been occasioned by tariff reduction. Though these adjustments may at
times be painful, they are one of the sources of the dynamism of the American
economy. Their final effect is not to reduce average American wages but to
increase them. For after the adjustments have been made and the displaced
workers have obtained employment in more efficient industries, our productivity
will be increased. As a result, real wages will be, on the average, higher than
before."

Comment: This paragraph again presupposes an orderly reemployment of
the resources of the entire world so as to maximize their comparative advantage.
There is little likelihood of an orderly transition, and it is far more likely that
pools of unemployed labor and capital would result. They may remain with
us for many years. This proposal is based on hope and suggests that this coun-
try make the grand gesture and accept the painful consequences so that our
example will motivate others to take similar steps. If all nations ultimately
follow this course the millennium might arrive. The statement made then
might have some validity.

REPORT WOULD LIGHTEN BLOW TO SOME BY "GRADUAL" TARIFF CUTS

Reference, page 26, line 2:
Report reads: "Where tariff cuts result in a substantial reduction in output

and employment and where alternative employment is not available for the
manpower and facilities made idle, real hardship has been caused. The rule
governing tariff liberalization should be to avoid making labor and facilities idle
on a substantial scale in situations where they cannot be reemployed within
a reasonable time. This criterion can be satisfied in the great majority of
cases if tariffs are reduced gradually.

"Situations of hardship can be anticipated and avoided in most cases if tariff
reductions are preceded by a careful examination of the possible results, product
by product and industry by industry. Where reduction of domestic output would
be substantial and where alternative employment opportunities take time to
develop, a gradual approach to tariff legislation will, in most cases, allow sutl-
cient time for the necessary adjustments. Adjustments which would involve
serious hardship if they had to be made in 2 or 3 years might well be accom-
plished with little or no hardship in a longer period."

Comment: The executive branch of the Government would require sweeping
powers to implement these criteria. "Idle on a substantial scale," reemployedd
within a reasonable time," "gradual approach to tariff legislation" are all phrases
which are meaningless until they are defined by an individual whose definition
carries the powers of life and death to industries and the communities in which
they are located.

PLANNERS WOULD RALLY GOVERNMENT AGENCIES TO AID OF STRICKEN INDUSTRIES,
WORKERS

Reference, page 27, line 19:
Report reads: "Fortunately, there exist alternatives to compensation which

avoid these difficulties. Much help by local, State, and Federal bodies is already
available to facilitate conversion or readjustment to more promising activities
for firms, communities, and workers affected by increasing competition. * * *

"State and Federal aid in various forms is already available for communities
or firms that need it to diversify. A number of State governments have estab-
lished industrial development or credit corporations which can assist firms and
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local communities. At the Federal level, the Department of Labor takes a special
interest in depressed communities and advises them in the establishment of
diversification programs. State and Federal employment services assist dis-
placed workers through their retraining and placement facilities. The Defense
Department is required by Executive order to give special attention to labor-
surplus areas in placing procurement contracts. The Federal Government may
grant accelerated tax amortization privileges for the expansion in labor-surplus
areas of industrial facilities necessary for defense. Finally, the Small Business
Administration, established in 1953, has authority to make or to participate with
private institutions in making loans to small concerns. These loans, which may
range up to $150,000, are made in order that small businesses unable to obtain
credit elsewhere on reasonable terms may finance plant construction, conversion,
or expansion."

Comment: These proposals endorse further Government intervention in the
domestic economy. They propose alternatives for tariffs which involve far
more interference with the economy than the tariff. The CED refers to the fact
that the "Defense Department is required by Executive order to give special
attention to labor surplus areas in placing procurement contracts." This Execu-
tive order is only possible because of the presence of the Buy American Act.
Were it not for this legislation, the Defense Department would be required to
award contracts to the lowest bidder, regardless of nationality and the Execu-
tive order could not be enforced. Howard S. Piquet considers the question of
subsidies in his book entitled "Aid, Trade, and the Tariff." Ile said:

"One device that immediately comes to mind is direct subsidy. The idea of
substituting direct subsidy for restrictive import tariffs has been a favorite
with tariff reformers for a long time, but it needs to be considered with extreme
caution. The theory has been that once the existence of special favors is
brought into the open, such favors will fall of their own weight because of an
aroused public opinion. The fact is that the country has so widened the use of
subsidies that in many quarters outright subsidies might be viewed as a logical
supplement to existing subsidies in other fields. It is not at all certain, there-
fore, that the substitution of direct subsidies for indirect subsidies in the form
of restrictive tariffs would lead to the elimination of restrictions, as such.

"It is conceivable that in a few exceptional cases where industrial adjustment
is impossible the Federal Government might directly assume the burden of
liquidation indemnities. Such indemnities should not be confused with continu-
ing operating subsidies. Financial payments made in the form of continuing
subsidy would tend to perpetuate resistance to adjustment. 'Adjustment sub-
sidies,' on the other hand, could continue for a stated period, say 5 years, and
probably should be made reducible in amount during this period. Their purpose
would be to facilitate exit from a certain line of production rather than continu-
ance in that line. Adjustment subsidies would thus be the antithesis of operat-
ing subsidies.

"Against this approach to the problem of injury occasioned by increased im-
ports it might be argued that indemnification of individuals, firms, or industries
for losses sustained because of tariff action on the part of the Federal Government
would set a dangerous precedent. Workers and capital displaced by improve-
ments in technology or adversely affected by Government decisions in many fields
might be able to show that their difficulties also were brought about in the
larger national interest" (p. 58).

The Subcommittee on Minerals, Materials, and Fuels Economics of the Senate
Committee on Interior and Insular Affairs said:

"Perhaps the most advantageous feature of a tariff lies in the fact that it
requires the minimum of Government personnel and interference with the market
mechanism to provide a given level of protection.

"It is certainly superior to quotas and similar devices which arbitrarily re-
strict trade. Direct subsidies are difficult to administer, are subject to abuse, and
establish a trend which is difficult to check. Certainly few people are pleased
with the operation of those subsidies already in effect" (pp. 307-308).

DEFENSE DEPARTMENT vIEWED IN CED REPORT AS BIG RELIEF AGENCY

Reference, page 30, line:
Report reads: "For example, in the case of military end-products, a standby

military contract calling for modest current deliveries would allow facilities to
be maintained and key personnel to be kept together. The contract could also
provide for continuing research on product design and production methods."
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Comment: The Defense Department and the Office of Defense Mobilization are
charged with determining the necessary mobilization base. Their planning is
based not only on maintaining facilities, but in converting organizations from
civilian production to an expanded program of military production. The tariff
protection afforded the chemical industry made it possible for that industry to
maintain research laboratories and facilities available to the Government to
produce a hydrogen bomb when the emergency arose. The Government could
not have given the chemical industry a contract for continuing research with
provisions to maintain key personnel which would have been as effective as the
tariff protection the industry received. Under this encouragement it assembled
from 1920 to 1940 the personnel and facilities for producing the many varied
products our normal economy demands. These facilities were at the disposal of
the Government when it became necessary to build an A-bomb in World War II.
The suggestions in the CED proposals again involve widespread Government
planning.

DIRECT SUBSIDIES EXTOLLED IN REPORT---CHALLENGED IN COMMENT AS SOCIALISM

Reference, page 30, line 14:
Report reads: "In other cases, a Government subsidy of some kind may be ap-

propriate. A tariff is, of course, a form of subsidy. As a method of maintaining
industrial capacity essential to defense, however, a direct subsidy may sometimes
have the advantage over a tariff that its nature and purpose are clear and that its
continuation from year to year would probably be subject to review in the light
of changing circumstances. Subsidies are now used to protect from foreign com-
petition some economic activities essential to national security, notably our
merchant marine. A subsidy need not take the form of a cash payment. It
might involve, for example, Government financing of certain capital equipment."

Comment: Many faults have been attributed to the tariff but it has never been
charged that it led to socialism. Government subsidies and "Government financ-
ing of certain capital equipment," are the sure road toward socialism.

CED ADVOCATES "BUY FOREIGN" POLICY ON ESSENTIAL RAW MATERIALS

Reference, page 30, line 24:
Report reads: "In the case of essential raw materials whose output at neces-

sary levels is threatened by tariff reduction. Government stockpiling at times
of reduced demand may be preferable to continued tariff protection. In general,
a liberal policy for imports of commodities which substitute for scarce, exhaust-
ible domestic natural resources is especially in the national interest. Since the
future rate of discovery of domestic reserves exploitable at reasonable costs is
always'in doubt, we ought, in time of peace, to use foreign sources of supply to
meet a large part of our current needs for these commodities, safeguarding our
reserves for future use in the event of an emergency. There may, however, be
cases where for military or technical reasons the domestic output of basic raw
materials, scarce or plentiful, should be maintained at a level higher than would
be possible if the tariff were lowered. In cases of this kind purchasers of do-
mestic output for the military stockpile or subsidies might be preferable to
maintaining tariff protection indefinitely."

Comment: The CED has fallen into the trap which discredited the Paley
Commission that "we ought in time of peace, to use foreign sources of supply to
meet a large part of our current needs for these commodities, safeguarding our
reserves for future use in the event of an emergency." Our reserves will never
be discovered unless an industry in being is there to do it. They cannot be
discovered, much less developed, under mobilization conditions. The stockpile
goal is predicated upon supplementing a going concern industry in this country.
To the extent that such an industry exists the amount of the stockpile can be
reduced at a great savings to the taxpayers. The CED realizes that there may be
cases where a going concern industry should be maintained. They suggest sub-
sidies or stockpile purchases in lieu of tariff protection. Subsidies are subject to
all of the criticisms previously advanced. Expensive stockpile buying is to be
avoided as it is costly, wasteful and must ultimately collapse of its own weight.
The CED assumes that reliance may be placed on foreign sources for critical
materials and that the prices will be reasonable, even though we are no longer
important producers here. This is wishful thinking. The price history of mate-
rials for which we were largely dependent on foreign sources proves otherwise.
Rubber, sugar, quinine, potash, copper, mercury, and tin are classic examples.
Once the domestic competition is no longer effective in controlling prices, the
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foreign price is raised immediately. During World War II, the United States
was an important producer of mercury. After the war the European mercury
cartel lowered its price until the domestic producers were forced out of business.
'The price was then raised far beyond previous levels. Lower prices would have
been obtained if the domestic mercury industry had been kept in production.
:During the Korean emergency, Chile demanded and received a premium of as
much as 12 cents a pound on copper over the United States controlled prices when
copper was purchased by European countries with dollars furnished by ECA.
We inevitably pay more than the price required to sustain the domestic industry,
-once the competitive control of domestic production has been destroyed.

Once closed down, mines take years of time and tremendous sums to reopen.
This Nation could not disarm more effectively than to lose its power to produce
metals in an emergency. With workers and staff gone, machinery liquidated,
mine openings caved, much of the once available ore lost, we would be in sorry
shape if we depended almost wholly on foreign imports and 90 percent of such
shipments were torpedoed-as occurred in World War II. Harry Dexter White
showed how well Russia appreciated this fact, by proposing at the end of World
War II, that:

"The United States conserve its raw-material resources for the next two gen-
erations and import from Russia to meet domestic needs." (Time magazine,
Nov. 23, 1953.)

UNITED STATES, AS ALWAYS, ASKED TO TAKE INITIATIVE IN TRADE CONCESSIONS

Reference, page 31, line 18:
Report reads: "The effectiveness of our efforts to expand world trade is not, of

-course, dependent on our policies alone. How other countries respond to our lead
is equally important, and their response should condition the course of our tariff
policy. We believe, however, that the case for our taking the initiative now is
very strong."

Comment: One of the most important tenets of the United States foreign eco-
nomic policy is the "most favored nation" clause, by which we extend any bene-
fits granted one nation to all nations with which we have friendly relations. The
suggestion that we should condition our tariff policy to the response of other
countries could only be implemented by an abandonment of this historic policy.
The United States would have to place itself in a position of favoring those
nations who accepted our leadership as opposed to those who did not. There is
no evidence whatsoever that we are prepared to accept the consequences of such
-actions.

Reference, page 32, line 8:
Report reads: "The best way to creat greater certainty about American tariff

police. would be to extend the President's trade-agreement, mtherity for a
period of years. We favor extension for at least 5 years; consideration should
be given to extension for a longer period. Business at home and abroad should
not be subject to the uncertainties which have resulted in recent years from
annual debate over the renewal of this authority."

Comment: This authority is meaningless as no Congress can bind a successor
and legislation could be introduced at any time subject to veto to rescind this
authority. If this country experienced any substantial amount of distress which
could be attributed to imports, there would be no relief from the debate in the
-Congress concerning the President's authority to lower tariffs.

UNITED STATES NEAR BOTTOM OF THE BARREL ON TRADE GIVEAWAYS

Reference, page 33, line 5:
Report reads: "The President should be authorized to exchange tariff reduc-

tions for other kinds of benefits to the United States than tariff reductions
abroad. The present law requires that tariff concessions by other countries on
American products be received in exchange for any reductions of American
tariffs. In the committee's opinion, it is questionable whether tariff concessions
from other countries are always the best return we can get in exchange for lib-
eralizing our own tariff. Among other things, American exports are frequently
more limited by other countries' import quotas than by their tariffs.

"Reductions in our tariff, for example, might be exchanged for liberalization or
elimination of other countries' import quotas on American goods, or on the goods
of third countries. American tariff reductions might also be exchanged for
concessions to American investors abroad-effective guaranties that American
firms and investors would enjoy the same rights and privileges as local firms
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and investors; effective assurance against nationalization without compensation;
or permission to withdraw profits and capital. Agreements of this kind could
be helpful in increasing American private investment abroad.

"We recognize that practical difficulties will be encountered in carrying out
this broadened concept of reciprocity. Some countries may resist extending the
scope of negotiations about tariffs to include nontariff questions. Nevertheless,
we feel that the advantages to the United States of being able to use tariff
negotiation as a broader and more flexible tool of policy warrant a careful
search for ways around these practical difficulties."

Comment: The United States has already liberalized its tariffs to such a
point that further concessions are hard to make. In view of the vast ex-
penditures this country is making for foreign aid, it would seem that the other
concessions we are rightfully seeking could be negotiated through treaties and
that foreign aid assistance should be conditioned on their acceptance. The
CED approach has assumed that tariff reductions were the only benefit we
could offer friendly countries in exchange for following our leadership in remov-
ing their own restrictive barriers. Far more use could be made of the bargain-
ing power implicit in our foreign-aid programs, particularly those portions of
the program dealing with technical assistance and economic aid as contrasted
with purely military aid.

Any attempt to "use tariff regulations as a broader and more flexible tool
of policy" requires abandonment of the most-favored-nation principle. This
principle has been the keystone of United States foreign economic policy for the
last 50 years. It cannot and should- not be abolished without a great deal of
thought and consideration.

Reference, page 34, line 10:
Report reads: "The present standards of procedures for valuation of dutiable

merchandise should be revised. In particular, export value should be made
the preferred, initial standard of valuation.

"In addition, a study should be made of the feasibility of making greater use
of the actual invoice price of imported goods for valuation purposes." 3

Comment: The recommendation of the Commission on Foreign Economic Pol-
icy, as well as the suggestion by the CED, is sound providing all countries
operated under free enterprise and no one received subsidies to stimulate ex-
ports. The only reason that foreign value was used in the determination of
duties is to assist in the prevention of dumping. Neither the Randall Com-
mission nor the CED have provided any effective remedy for this practice.

CED WOULD GRANT LIFE OR DEATH POWERS OVER EACH INDUSTRY TO CIIIEF EXECUTIVE

Reference, page 35, line 21, and page 36, line 21:
Report reads: "The peril-point and escape-clause provisions of the Trade

Agreements Act in their present form are serious limitations on the President's
ability to lower tariff rates.

"If there is to be effective liberalization of the tariff, the peril-point and
escape-clause provisions of the Trade Agreements Act need to be modified.
In their present form they are inconsistent with effective tariff liberalization.

"The President has asked that these provisions be retained. He has, however,
stated his intention to base his decision on Tariff Commission recommendations
on grounds broader than the Commission is empowered to consider. We agree
that the President should be free to set aside Tariff Commission recommenda-
tions when he finds that the national interest requires it."

Comment: It was intended that these provisions of the act would act as a
deterrent in the removal of tariff barriers. Unless we wish to lower these
barriers, regardless of any potential damage to domestic producers, these pro-
visions are necessary and should be retained.

The CED recommends that the President should have unfettered authority
to destroy a domestic industry "when he finds that the national interest re-

Under present tariff legislation, the value of imported merchandise for duty purposes
is normally based on foreign value or export value, whichever is higher. The foreign
value is the price at which similar merchandise is offered for sale for home consumption in
the exporting country. The export value is the price at which the merchandise is offered
for sale to American importers. Foreign value represents neither the price paid for the
goods nor the price for whiqh they are sold in the United States. The determination of
foreign value is costly and time consuming. Neither importers nor customs officials know
the foreign value without investigation in the country of origin. Elimination of foreign
value as a standard of valuation would thus greatly reduce uncertainty about duty to be
paid and delay in determining it. The use of the actual invoice price for valuation would
further simplify and expedite valuation (p. 34).
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quires it." This philosophy of government is not in consonance with accepted
American ideals and practices.

Senator MALONE. And if at any time you would like to discuss it
further, Mr. Hoffman, I would be glad to discuss it with you.

But I think you could discuss it with your own board of directors
and it would be much improved.

Mr. HOFFMNAN. May I make one observation?
Senator MALONE. Yes.
Mr. HOFFMAN. I have great confidence iii Mr. Biggers, he runs a

very successful business.
Senator MALONE. I don't know him, but I believe he is successful.
Mr. HOFFMAN. I am sure he would be able to meet any situation

that develops.
Senator MALONE. ie could do just what you did in South Bend,

lower wages to meet competition.
Mr. HOFFMAN. Not at all.
Senator M\LONE. I don't know how else you are going to do it, as-

suming that you each have equal machinery-I have been in all these
nations, England, Scotland, Ireland-and I have high regard for the
Japanese. A technically trained Japanese worker is a trained worker,
and lie goes right at it just like a terrier after a rat-and I cannot
believe that if you furnish the same machinery to these workers and
furnish them the market, that there will be one iota of difference in the
efficiency.

Mr. HOFFMAN. May I say, sir, I think I know something about
what you are talking about. When it comes to getting this produced
and on the market, there are many factors entering into it.

One is merchandising, and merchandising in the United States
market it-

Senator MALONE. 'We are doing the merchandising for them.
Mr. HOFFMAN. Merchandising in the United States market is a

very, very rocky proposition itself. There are many protections
against foreign competition. There are many protections against for-
eign competition other than the tariff itself.

May I say for CED, while I am a trustee of CEI) I have not given
much time to it, and I am not an active member of their Research and
Development Committee. But I think that American business by a
vote of 10 to 1 would take very short issue with your statement that
CED had not served the interests of the small-business man, the small
investor, and labor, very well, because if it hadn't been for CED-it
was one of the instruments, not the only one, one of the instruments
that was responsible for the fact that the 8 to 10 million unemployed
never developed.

Senator MALONE. I myself do not think so.
Mr. HOFFMAN. I would say that business sentiment in this coun-

try-which I think I know-I think you would find solidly behind
the activity of CED by 10 to 1.

Senator MALONE. I have watched the CED very carefully, and it
has always advocated the policies you are advocating now. In my
opinion it was organized to spearhead such a movement.

Mr. HOFFMAN. I know all about why CED was organized. I was
present when it was organized. I know who organized it, and all
about it. I was there; I am an eyewitness.

Senator MALONE. Who put up the money for it?
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Mr. HOFFMAN. It was organized for this purpose. There was deep
concern over postwar unemployment. That was the one-

Senator MALONE. There is now.
Mr. HOFFMAN. There was deep concern about it, and it was organ-

ized under the Business Advisory Council in order to see if business.
itself could not by forward planning and by bold planning do some-
thing to meet this problem.

I think the record will show clearly that CED did. And I think
that the very good businessmen on that who have been giving their
time for free are entitled to that small word from me.

Senator MALONE. I think so myself. There are a lot of them thst.
didn't know the objective of CED.

Mr. HOFFMAN. They are all children; these businessmen don't know
anything; they are just little children. They are fooled so easily.
Most of them are very successful businessmen, they have been ul
against the hard facts of business life, and they aren't easily fooled,
Senator.

Senator MALONE. I think you are fooling them.
Mr. HOFFMAN. They knew what CED was organized for; they know-

about it now, and as that report shows, any trustee has a right to dis-
sent, and many did dissent-you can't find unanimous agreement any-
where-but to make the statement here that these people are baffled by
some mysterious force; I can't help but demur to that.

Senator MALONE. I think that you are fooling them now, I think
that your testimony today

Mr. HOFFMAN. I am not active in CED, and I am not smart enough
to fool any of them.

The CHAIRMAN. May I ask the Senator from Nevada if he can com-
plete the examination of the witness by 1 o'clock so that we can adjourn
for lunch.

Senator MALONE. I think so.
The CHAIRMAN. I would ask as a favor from the Senator to try to

conclude by 1 o'clock, because we have 10 other witnesses this after-
noon.

Senator MALONE. I think you have a very important witness ir
front of you; one that is in the news constantly, and it is well to have
his complete philosophy in this record so that we know exactly what
lie is advocating.

The CHAIRMAN. The chairman would be glad to have the record
include any further documents or statements, but I do hope we can
conclude by 1 o'clock so that we can have a noon session and night
session, too.

Senator MALONE. I have in mind 1 o'clock. I was here until 9 last.
night.

The CHAIRMAN. I expect you will be here until 10 tonight, because
there are 10 more witnesses. We have been taking an hour on each.
witness since these hearings started.

Senator MALONE. I want to say now, Mr. Chairman, that I think we
are now debating the most important thing facing this Nation today.

We talk about Communists; we talk about the political approach to
destroying this Nation.

This is the economic approach to destroying this Nation, and it is
not new; it is shopworn. In 6 months from now, in my opinion, every-
body will know.
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The CHAIRMAN. I agree with you, as to the the importance of this
matter, and the Chair doesn't want to curtail examination, but I do
hope we will have some modification, because it isn't fair to keep the
witnesses here all day and all night. That is what is going to happen.
if we continue the examination at this length.

Senator MALONE. I have the greatest respect in the world for you,,
Mr. Chairman

The CHAIRMAN. That is certainly reciprocated.
Senator MALONE. And I would never do anything to combat what

you are trying to do. I will cooperate with you if I have to sit here
all night.

The CHAIRMAN. I thank you for your cooperation.
I want to say to the Senator that after 6 o'clock he is likely to be

here alone.
Senator MALONE. Mr. Chairman, I worked in the mines one time,

and I worked three straight shifts once, and when the first shift
came back and found me there one of the men said, "Malone, you had
better go home."

The CHAIRMAN. The Senator and I are very good friends.
Senator MALONE. I will say we are. If they were all like you, Mr.

Chairman, these people that we are talking about now would still be
in business.

I will try to finish by 1. o'clock, Mr. Chairman, but I think this is a
very important witness; he takes up probably more newspaper space
than any one man I am aware of.

Now, I would like to know if the witness is aware that these trick
organizations throughout tahe world, having official or semiofficial
standing, are all based, all have their base back in this act that the
witness is testifying should be extended. One in particular is the
General Agreements on Tariffs and Trade at Geneva, an organization
that in secret sessions has cut tariffs a considerable amount without
the people affected knowing what was being done until the tariff reduc-
tions were announced.

I have in mind also the International Materials Conference that
was formed by the State Department to take the place-surrepti-
tiously, I might say-of the International Trade Organization which
came before this Congress 3 or 4 years ago and was turned down. And
I presume the witness is aware that another world trade organization
is being organized in the United Nations, without our vote, I am
happy to say, because we had some of the members of the State De-
partment before our committee, and they said they would not go for
it, and they did not. But according to these officials we are bound
anyway. This great organization that will consist of numerous na-
tions, including the 34 countries now in GATT. The number is not
important anyway because when the tariff is cut, it applies equally
to all nations, I am sure you understand, under the most-favored-
nation clause. The favored-nations clause is a fallacy and a farce,
but nevertheless it is a way of getting the work down. The State
Department often will make an agreement with a nation that doesn't
produce very much or buy very much of the material or commodity
that is being traded on-and the major producer, another nation en-
tirely, comes in under the most-favored-nation clause. We are told:.
"It is terrible, but it won't hurt very much, because it is just that one
nation."
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But they all come in just the same.
Now, are you aware, Mr. Hoffman, that if we do not extend this

act, and we go back to the 1930 Tariff Act that does specifically say-
the principle is laid down by the Congress on the basis of fair and
reasonable competition-that the one criterion it can consider is the
difference in cost? That difference becomes a tariff, and as the
chief competitive nation raises its living standard or cost of produc-
tion the tariff goes down.

If the foreign nations ever reach approximately our living standard
they would have the free trade that we all would like to see sometime.
It has been the objective of all of us-but what we want is for them to
come up, not for us to go down. If the tariff-making procedure goes
back to that policy, to the principle set down by Congress, then the
Tariff Commission, an agent of Congress, sets the rates. Then the
General Agreement on Trade and Tariffs, the new worldwide United
Nations organization, the International Trade Organization, the
International Materials Conference, and all of such extraneous organ-
izations that are like a poker game waiting for the prize sucker to
come into town, fold up because the sucker no longer is willing to
make up the pot. Of course, all of these nations could play poker
among themselves. But the chances are that there is no game, because
the sucker is not in it with his money and his markets; do you under-
stand that those organizations fall on their face of their own weight
if we just withdraw the markets of the United States from the pot?

Mr. HOFFMAN. Not having full knowledge of all these organiza-
tions, I don't know.

Senator MALONE. Do you know what they are based on?
Mr. HOFFMAN. I can say this to you, sir, that I think an abandon-

ment of the Reciprocal Trade Agreement-
Senator MALONE. Where do you get the name "Reciprocal trade"?
Mr. HOFFMAN. I will say a failure to pass H. R. 1 would, in my

opinion, whether rightly or wrongly, give the entire free world the
impression that America was going to very restrictive trade practices,
and at a time when, in my opinion, the free world needs our goods,
wants our goods, and the whole trend should be toward freer trade

Senator MALONE. That is your opinion?
Mr. HOFFMAN. Certainly. Haven't you a right to your opinion?
Senator MALONE. Yes; you have. You are making a positive state-

ment now.
Mr. HOFFMAN. I have said several times I am for free trade.
Senator MALONE. That is right.
Mr. HOFFMAN. I have on numerous occasions made what I consider

an important distinction. I am for freer trade, not free trade; I
think that free trade is something that is quite a long way off.

I think we have got to introduce this policy of gradualisr, but I do
want to see America work toward free trade.

All I am advocating now is the freer trade that H. R. 1, in my
opinion, would bring about.

Senator MALONE. Now, we just differ in this one particular, and
it is a very important particular. We both have the objective of free
trade. That is my objective. But I want to keep our standard of
living while we are bringing up the standard of living in the other
nations. I want the policy established by Congress-and Congress
is where this responsibility lies, I think you will agree with that,
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under article 1, section 8, of the Constitution, the Congress is charged
with setting the duties or the tariffs, and regulating foreign commerce.

Now, I am for this, and for doing it on a basis of fair and reason-
able competition so that any money they have, any earning power of
any nation-we are friendly with all nations as far as I am con-
cerned-they can spend here or spend it where they can get the article
they want the cheapest, which they do anyway.

Of course, that is their prerogative-but I want to bring it about
gradually. I want to bring it about by a gradual reduction of the
tariffs on a flexible basis as laid down in section 336 of the Tariff Act;
as they raise their standard of living the tariff goes down.

There is nothing you can call a high tariff, just the differentiation.
Then our workingmen can pay for houses, buy their houses and know
that unless they are displaced by a domestic concern, which no one
objects to whatever, why, they are safe. That is what I want.

What you want is to gradually cut it below, continually cut it below
that differential, and force many of them out of business before the
time comes that there is a domestic competitor that can put them out
of business.

Mr. HOFFMAN. I think, sir, I haven't made myself clear.
Senator MALONE. You have made yourself very clear.
Mr. HOFFMAN. I couldn't have, because you seem to think that I

want to see the workingman deprived of wages, and small investors
put out of business, and all that is as far removed from my actual
thinking as anything I can imagine.

It happens that we have a difference of opinion here.
Senator MALONE. What is your opinion?
Mr. HOFFMAN. I think our difference is this-and this is guessing

on my part-
Senator MALONE. You know what mine is. What is yours?
Mr. HOFFIAN. I have great faith in the American enterprise sys-

tem. I believe the American enterprise system is fully capable of
meeting any of these problems that might arise through a policy of
gradually freeing our trade.

Senator MALONE. Such as low wage competition?
Mr. HOFFMAN. Of freeing our trade.
Senator MALONE. Of lower wage competition?
Mr. HOFFMAN. I do not believe for one moment that under the pro-

visions of H. R. 1 there would be too precipitous a drop in the tariffs,
I think it would come about gradually, the world would know that
we don't propose to go back to the juggling of tariffs.

Senator MALONE. Do you understand what this Tariff Act is?
Mr. HOFFMAN. I understand.
Senator MALONE. There could be no juggling.
Mr. HOFFMAN. There was this 1932 you were talking aboutr-
Senator MALONE. 1930. There could be no juggling, because it was

assigned to the Tariff Commission on a basis of fair and reasonable
competition to fix these flexible duties on the basis of the difference
in cost, and to readjust them as the difference in the relationship of
the economies of the two countries changed.

It was assigned definitely to the Tariff Commission. It doesn't
come back to Congress at all unless we introduce a bill and bring it
into this committee on a certain commodity.
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In other words, they recommend that difference. There could be
no juggling. That is a thing you have put out a hundred times in
publicity.

Mr. HOFFMAN. I never put it out once.
Senator MALONE. I have read it.
Mr. HOFFMAN. I never said that.
Senator MALONE. You didn't call it juggling, but you indicated

that the tariffs were high or low. I have read that stuff for 20 years,
and I don't like any of it, as you can see by the debate I had on the
Senate floor, and what I have put in the record-and I hope you read
that.

What I get from your testimony is that you want the continual
pressure of tariffs below the cost of production to put the heat on
business to get the most out of them or go out of business.

Mr. HOFFMAN. The burden of proof that the tariff is needed should
rest on those demanding the tariff.

Senator MALONE. It is on them.
Mr. HOFFMAN. The peril point gives them this protection now.
Senator MALONE. I am talking about the 1930 act. When they call

you in, the Tariff Commission holds these hearings, and there is only
one criterion.

If you are talking about automobiles going in and advocate free
trade, and another wants a tariff, they weight that, and the same on
minerals, and everything else, the same on crockery.

But they have one criterion that they use to decide. They take
your testimony that you want free trade, or a little heat on business.

But the Congress says they don't want the heat put on, they want
that differential on production, and to keep it that way.

Mr. HOFF MAN. I think the slight pressure to bring down costs--not
wage reductions, but through greater efficiency-to bring down
costs-

Senator MALONE. You admitted yourself that wasn't the right way
to do business.

Mr. HOFFMAN. I don't admit that at all. I think that is a very
unfair statement.

I said the situation was one which
Senator MALONE. You couldn't compete if you had it.
Mr. HOFFMAN. I simply said that we could give our people much

higher, much larger monthly wages, with a lower hour wage.
Senator MALONE. Because you could work longer and produce

more?
Mr. HOFFMAN. Because we had a standard workweek. I said we

wanted to bring our prices down, which we did.
Senator MALONE. Is that what you want the boys to do if they want

to stay in the mining business or the glass business, you want to adjust
their wages so

Mr. HOFFMAN. I think that is absolutely unfair-
Senator MALONE. Is that what you want to do?
The CHAIRMAN. I think the witness should be permitted to answer

the question.
Senator MALONE. I think he has answered the question already.
The CHAIRMAN. If he has answered it that should be sufficient.
Senator MALONE. Go ahead. Why did you lower your wages?
The CHAIRMAN. The witness may answer in his own language.
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Senator M\ALONE. He is answering it.
Mr. HOFFlMAN. I said, we were in a situation where our hourly

rates were higher than the hourly rates in Detroit.
We felt that everyone would benefit, the public through lower

prices our workers through more work, if we reduced the hourly rate.
And we were therefore able to give our people steady employment.

It has worked out that way. Our people have steady employment.
And their monthly checks are about double what they were. It was
a gpod idea.

Senator MALONE. And you are making more automobiles?
Mr. HOFFMAN. We are making more automobiles, too. And drag-

ging that in constantly as proof of lower wages-if we could be paid
more wages, I would like to have that differentiation.

Senator MALON-E. I am sure of that.
Mr. HOFFMAN. As far as the domestic economy is concerned-this is

my opinion, I am sure-I am sure that if we reverted back into the
1930 tariff it would not only have a psychological effect throughout
the world and be a terrible thing, a terrible disadvantage in this cold
war we are in, but would result in greater restrictions on trade, and I
want to see freer trade. That is my honest opinion. You have a right
to your judgment, I have a right to mine. I respect your judgment.
I hope you respect mine. All we can do is give our opinions honestly.

Senator MALONE. I will just say to you that there is no cold war
except on our part, all other nations are trading with the so-called
potential enemy very freely, and have been since 1948.

Mr. HOFFMAN. I will have to say this, if you had stayed the 2'/2
years I did in Europe you would know there was a cold war on.

Senator MALONE. There is a cold war on our part.
Mr. HOFFMAN. There is a cold war on the part of Russia against us.
Senator MALONE. All of our allies, so-called, are trading with

Russia they are trading with the Iron Curtain country and trading
with China, they are advocating the recognition of Communist China,
and I think they are committeT to it. How do you like that? And I
think they are, and I think in a reasonable time we will have two
Chinas, just like we have two Indias, two Indochinas, and we have
two Koreas. But if there is a cold war, except on our part-how do
you conduct a cold war, do you still furnish them everything they need
to fight us with? That is what they are doing.

Mr. HOFFMAN. I was talking about only one fact. I said, in my
opinion, there was a cold war on between the Kremlin and the free
world.

Senator MALONE. Between us and the Kremlin?
Mr. HOFFMAN. Between the Kremlin and the free world.
Senator MALONE. But Europe is selling everything the Kremlin

needs and they are selling to China, and when we were fighting over
in Korea, they were selling it to the Iron Curtain countries and to
the North Koreans, 75 percent of this stuff that was shot at the boys
was paid for by their fathers in this country. That is what happened.
And you were pretty close to this setup.

Now, let's get back to the main subject. I would like very much to
close this. But our disagreement, as I see it, is that I want to do this
under the 1930 act-and we can call it the 1954 Tariff Act, whatever
you want to call it-which was never utilized, as you probably know.
It is flexible, Congress laid down a principle of fair and reasonable
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competition that could be raised or lowered as the economic relation-
ship between the two countries, the major competitor in each product
and this nation changed, and it could be done at your request as an
interested party, at the request of the President, either House of
Congress or, in fact, anyway at all on their own motion. Now, what
you want is to give this power to one man to slowly reduce these tar-
iffs even below that point. Is that riaht;2

Mr. HOFFMAN. I would keep the Keat on, yes.
Senator MALONE. By reducing the tariffs below this differential?
Mr. HOFFMAN. I would say very gradually, just a tiny bit of heat.
Senator MALONE. They reduced them 50 percent and then 25 which

made it 75, and they would have it 3 years in addition.
Mr. HOFFMAN. Yes.
Senator MALONE. And you are for the act?
Mr. HOFFMAN. I certainly am.
Senator MALONE. And you are for keeping the tariffs below that

differential of cost to keep the heat on the workingman and the
investor of this Nation?

Mr. HOFFMAN. I would say rather to keep the heat on the industry
to become more and more efficient.

Senator MALONE. You are for lowering it below this differential of
the cost of production in any case?

Mr. HOFFMAN. If I understand this peril point-I have already said
that I think if the pluses and minuses were added together, I am
probably against the peril point, but the peril point is in there.

Senator MALONE. The peril point is not effective and has never been
effective, and it was put in to wet the people down for 3 or 4 years,
unless they have a way to get out from under it.

Mr. HOFFMAN. I think the peril point was not effective for a differ-
ent reason, because so seldom do the fears that people have as to what
is going to happen to them actually become realized. If there was
any tar'ff lobby that didn't hit me when I was with ECA I don't know
what it was. And they wanted two things, they wanted protection
for American industry and assurance from me that we would buy their
products to send abroad.

Senator MALONE. Neither of them made any sense.
Mr. HOFFMAN. Unfortunately, I was trying to save our money and

I wanted to increase imports if I could so that we could bring down
the cost of this program.

Senator MALONE. Let's get back to the peril point and finish it up.
The peril point has been before the Tariff Commission several times.
On several occasions they have recommended after a full study that
the industry was hurt. But in only one-third of the cases has it been
invoked. In other words the peril point, if they ask for it before they
make the trade agreement, as I have already explained, they may or
may not take the peril point which, of course, is a point where the
tariff ought to be at that moment, and then inelifo h ob tthtmmnadte 10 days from that or 6
months from that, if the relationship between the countries changes
economically the Tariff Commission could adjust it. But the State
Department can't. In other words, they make a 3 -year agreement,
most of which run until the President asks for cancellation. So, then
it doesn't make any difference what the other countries do-and as
your board of directors pointed out, they do plenty-they can nullify
the trade agreement as far as they are concerned and still we have
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the trade agreement. And it is a one-way street. And that is what
90 percent of the foreign countries with which we have trade agree-
ments have done from the beginning. Now, the peril point is not
effective, and was never intended to be in my opinion. It was to hold
out a hope that only in a very few cases has ever been realized. The
Trade Agreements Act itself gives you what you say you want, and
that is that one man can judge and lower the tariff below that eco-
nomic point, below that point of differential between the cost of the
chief competitive nation and this Nation on each product, and thus
keep the heat on the workingman and investor to the extent of rear-
ranging this industrial map to the extent you described. If they are
out of work one place they go to work in another place.

Mr. CHAIRTMAN. We will adjourn until 2 o'clock.
(Whereupon, at 1: 10 p. m. the committee adjourned until 2 p. m.

of the same day.)

AFTERNOON SESSION

Present: Senators Carlson (presiding), Millikin, Martin, and
Malone.

Senator CARLSON. The committee will come to order.
The first witness this afternoon is Mr. Daniel T. Buckley, of the

National Coal Association.
Mr. Buckley, we are very happy to have you here. You may pro-

ceed in any way you care to.

STATEMENT OF DANIEL T. BUCKLEY, NATIONAL COAL
ASSOCIATION

Mr. BUCKLEY. My name is Daniel T. Buckley. I reside at Arling-
ton, Mass. My appearance before the committee today is on behalf of
the producers of bituminous coal and the following organizations:
National Coal Association, the trade organization of the bituminous
coal producers; Southern Coal Producers' Association (which organ-
ization will present supplemental views in writing) ; American Coal
Sales Association; American Retail Coal Association; Foreign Oil
Policy Committee; and coal section of the American Mining Con-
gress.

Senator CARLSON. At that point, I ask you how many different in-
dividual corporations or companies do you represent?

Mr. BUCKLEY. I would say, considering the group, there are at least
five or six hundred.

Senator CARLSON. About how many men would they employ,
roughly?

Mr. BUCKLEY. On the basis of the entire coal industry, excluding the
anthracite industry, I would say the potential employment would be
in the neighborhood of 350,000 men.

Senator CARLSON. Thank you.
Mr. BUCKLEY. The question of competition between the coal indus-

try and the oil companies who import foreign residual oil into the
United States has been a matter of serious concern to the entire indus-
try since the close of 1948. Residual oil is a heavy black oil, also
referred to as No. 6 or No. 5, bunker C or black oil. It is the residue
left, after crude oil has been refined.
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This foreign oil had serious competitive effects on the bituminous
coal industry in the latter part of 1948, because this oil was dumped
indiscriminately at ports along the Atlantic seaboard at abnormally
low prices resulting in the displacement of many millions of tons of
bituminous coal.

Because of this serious competition, in September 1949 the coal
industry supported an amendment to the extension of the Reciprocal
Trade Agreements Act of that time which would have restricted these
imports. The amendment unfortunately was not adopted. The
Reciprocal Trade Agreements Act was passed by the Senate which
confirmed previous House action and foreign residual oil continued
to pour into the Atlantic seaboard.

The United States Senate in May 1950, unanimously adopted Sen-
ate Resolution 274, introduced by Senator Neely, of West Virginia,
which authorized the Senate Committee on Labor and Public Wel-
fare to investigate the causes of unemployment in the coal industry
and other specified industries.

During the course of these hearings the subcommittee, comprised
of Senator Neely as chairman, the late Senator Elbert Thomas, of
Utah, and the late Senator Robert Taft, of Ohio, conducted lengthy
hearings that ran from May 22, 1950, to June 16, 1950, and heard
numerous witnesses from the coal, oil, and other industries, as well as
representatives of the State Department and several oil companies.
As a result of these hearings, the Senate Committee on Labor and
Public Welfare unanimously approved Senate Report 2043 81st
Congress, 2d session, and recommended that something be done to
curb the imports of foreign oil. The late Senator Robert A. Taft
in his supplemental views ably stated the case,

Residual oil is in direct competition with coal and imported residual oil has
undoubtedly replaced a number of millions of tons of coal because of the fact
that it sold for a much cheaper price.

Again he said:
The imported oil is a direct damage to the coal industry. It is produced abroad

as a byproduct.

And again,
Being a byproduct it is very difficult to determine the cost and those who

produce it are attempting to sell it at any price obtainable in order to get rid of it.
This imposes a great handicap in the coal industry and is responsible for the
closing of many mines.

And finally,
It is contended that the price of coal in this country is too high and its use

too indefinite by reason of the tremendous increase in labor costs. Nevertheless
it seems to me that we have to assume that the prices now in existence in this
country is one entitled to protection so that there is fair, and no cutthroat,
competition.

During the hearing before the Senate subcommittee, I appeared
on May 22, 1950, as a witness for the coal industry and testified at
some length with respect to the damage that cheap foreign oil was
doing to our industry. So that your committee may be informed
with respect to the seriousness of this situation, I attach exhibit 1
captioned, "Comparative Statement of Imports of Residual Fuel Oil
by Months, Years 1948 to First 4 Months 1954, Inclusive," which I
believe graphically portrays what has happened as a result of the
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foreign oil competition. Because the disruption of normal markets,
a rate case was brought before the Interstate Commerce Commission
by one of the coal-producing districts, and I appeared before an
Examiner of the ICC on March 1 and submitted this data to show
that a disruption of normal market relationships was due to excessive
imports of foreign oil.

You will note from exhibit 1 that during 1948 there was imported
53,246,000 barrels of residual oil, and the maximum imported oil for
any one month was 5,454,000 barrels in February of 1948. You will
note also that 1948 was a normal year in the coal industry and evi-
dently in the oil industry. However, during the last 2 months of the
year and carrying over into the following years, oil continually in-
creased and reached a peak monthly movement in December 1952, at
which time 16,595,000 barrels moved into the United States, although
the annual total for 1953 was in excess of what moved in 1952. Now,
there was a reason why the movement of foreign oil continued to
increase, and I call your attention to exhibit 2, captioned, "Compara-
tive Statement of Price of Residual Fuel Oil Per Barrel, New York
Harbor, 1948, to First 7 Months 1954, Inclusive," which was intro-
duced by me in a recent ICC docket. An examination of this
exhibit illustrates the problem that has confronted the bituminous
coal operators since 1948. At the close of 1948 you will note the price
of oil dropped from a high of $3.05 in November to a low of $2.72
in December.

Beginning with the calendar year 1949 for the first time oil competi-
tion, which the coal industry was forced to meet, was not primarily
limited to residual oil produced in the southwest part of our country.
This oil was offered at such low prices that the electric utility industry
in the East spent many millions of dollars in converting plants to burn
oil and considered this expenditure justified because between Decem-
ber 1948 and June and July 1949, at which time there were no strikes
in the coal industry, the price of oil dropped to a low of $1.60 per
barrel, which represented a decline compared with the November 1948
price of $3.05. This in terms of bituminous coal eqivalent meant a re-
duction of $6.43 per ton. On the basis of oil at $1.60 per barrel it
would mean the equivalent of coal at $6.04 per net ton, delivered price
at New York Harbor, which was a price no producer of coal could
possibly meet.

You will note that after the outbreak of the Korean war in June
1950, oil prices stabilized at a reasonable level until June 1951. When
prices were increased 30 cents per barrel, remained at this level for
1 year and were reduced 35 cents per barrel in August 1952. During
the same period there was a continuing loss of coal to oil and as will
be noted from my exhibit 1 the trend still continues.

My exhibit 3, captioned, "Electric Utility Company Generation and
Fuel Consumption, Boston Edison Co., Edgar Station, Years 1948 to
1953, Inclusive," sets forth very graphically what has happened to
the shipment of bituminous coal to a New England utility since the
dumping of foreign oil along the Atlantic seaboard.

I might say, Senator, that this is representative of all the utility
plants north of Boston and along the Atlantic seaboard in an area of
50 to 100 miles contiguous to the seaboard. We are able to compete on
utilities far removed from the seacoast with coal.
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You will note from this exhibit that in 1948 the installed capacity
of this plant per million kilowatt-hours was 157.9 and the coal con-
sumption based on the power generated was 448,300 tons. The oil
consumption was 11,000 barrels. In 1953, with an increase of the
installed capacity to 320.4 million kilowatt-hours, the coal consump-
tion dropped to 1,400 tons and oil increased to 3,397,300 barrels. In
other words, coal was eliminated from this plant and instead-of the
plant consuming approximately 1 million tons of coal annually, it is
presently consuming no coal and is burning foreign oil 100 percent.

My exhibit No. 4, captioned, "Tidewater Shipments of Bituminous
Coal Via Hampton Roads, 1948 to 1954, Inclusive," depicts the in-
roads made by the foreign oil shipments into the ports of the Atlantic
seaboard. The movement of coal over Hampton Roads ports to New
England and other coastwise destinations in this period dropped
from 17,568,000 tons to 7,261,000 tons, or 10,300,000 tons. The loss
of this tonnage, in addition to affecting all those connected with the
transportation of the coal and its dumping, had a very material effect
on the producers of coal in the low volatile fields of Virginia, and
southern West Virginia, and the high volatile fields of east Kentucky.

My exhibit No. 5, captioned, "Tidewater Shipments of Bituminous
Coal via New York Harbor, 1948 to 1954," sets forth the coal dumped
over the piers at New York Harbor for movement within the New
York area to plants in the New York area and to New England destin-
,itions. This indicates that, using 1948 as a base year, the dumpings
dropped from approximately 31,800,000 tons to 9,170, 000 tons in 1954,
or a decline of 4,600,000 tons; practically 100 percent of this tonnage
originated from the low volatile fields of central Pennsylvania. Tak-
ing the two ports of Hampton Roads and New York Harbor, in the 6-
year period (1948-54) the coal industry sustained a loss of 15 million
tons, which can be traced directly to the competition of foreign oil.

My exhibit No. 6, captioned, "Comparative Statement of Actual
United States Imports of Crude Petroleum and Refined Products by
Eleven Principal Importing Companies, Years 1948, 1954, and Esti-
mated Imports Scheduled First 6 Months of 1955" sets forth just who
has been bringing this oil into the United States since 1948.

In the year 1948, in addition to a reasonable importation of crude
oil, there was imported approximately 160,000 barrels per day of re-
fined petroleum products, the bulk of which is residual oil. The total
importations for 1948, both crude and refined products, were 512,000
barrels per day.

It is quite evident why the bituminous coal industry has suffered
such substantial losses to foreign oil when we compared the importa-
tions of refined petroleum products, which are primarily residual fuel
oil, the first 6 months of 1954 on a per diem basis with the actual im-
ports per day of residual oil in 1948. This indicates an increase of
260,000 barrels per day in the first 6-month period of 1954, and 241,000
barrels per day increase for the second 6-month period of 1954. The
scheduled barrels per day to be imported in the first 6 months of 1955
indicate a further increase in such imports and will average approxi-
mately 471,800 barrels per day.

Because there has been considerable talk with respect to a voluntary
agreement on the part of the various oil companies presently importing
oil, may I point out that it would be practically impossible to obtain
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a voluntary agreement because of the companies importing this oil-
there is one company, the Shell Oil Co. and its subsidiaries, whose
financial control is outside of the United States It is my opinion
that irrespective of any agreement reached by the American com-
panies relating to the control of voluntary imports, they will be con-
fronted with the fact that the Shell Oil Co., operating through its
various subsidiaries, would not be subject to a United States agree-
ment unless they so desired. Now, the importance of this is best
evidenced when you examine my exhibit No. 6. You will note that
in 1948 the Asiatic Petroleum Corp. imported 9,100 barrels of refined
products per (lay, and the Shell Oil Co. 5,300 barrels per day. Prac-
tically 100 percent of these imports is residual oil. The combined im-
ports of these 2 companies in 1948 was 14,400 barrels. However,
an examination of the exhibit for the first 6 months of 1954 indicates
that Asiatic Petroleum Corp. imported 5,100 barrels, Shell Oil Co.
18,800 barrels, Shell Caribbean 113,500 barrels, or a total of 137,400
barrels per day, and in the second 6 months of 1954 Asiatic Petroleum
imported 4,200 barrels, Shell Oil Co., 18,000 barrels, and Shell
Caribbean 109,700 barrels, or a total of 131,900 barrels. The sched-
uled rate of imports for the first 6 months of 1955 for Asiatic Petro-
leum is 6,300 barrels, Shell Oil Co. 22,400 barrels, and Shell Caribbean
122,900 barrels, or a grand total for the 3 companies of 151,600 bar-
rels imported per day.

I submit, Senator, that an increase of 11 times since 1948 is not a
normal import rate. I would like to make the one observation on
the Standard Oil Co. of New Jersey, because they have indicated
through the press that they are cooperating in the reduction of im-
ports of oil. I think we will find that with respect to their projection
for the first 6 months of 1955, they do show a proposed reduction of
approximately 25,000 barrels per day from what they imported on
the average in 1948, but on residual oil, which they refine mostly in
Arabia and South America, the average barrels per day in 1948 was
78.000 barrels per day. It was 158,000 barrels per day in the first 6
months of 1954. It is 148,000 barrels a day in the last 6 months of
1954. For the first 6 months of 1955 they imported 198,000 barrels
per day. They are the company that feels the recommendation of
the committee for imports of oil are very generous, and they could
get along with them. So would I get along if any imports that I
had would double that of 6 months ago.

Is it any wonder when we consider the volume of foreign residual
imports by one company, operating through several subsidiaries, that
we have very serious doubts as to the efficacy of enforcing any volun-
tary agreement between the major importers of foreign oil-even if
the Attorney General approves such voluntary agreement as not being
in violation of the anti-trust laws. It is perfectly astounding to find
that the continuing increase of imports, from a combined total of
512,000 barrels per day in 1948, rose in 1954 to an average of approxi-
mately 1,070,000 barrels per day, and the projection for the first 6
months of 1955, covering imports of both crude and refined petroleum
products indicates that 1,236,300 barrels will come in each day, a sub-
stantial increase over the 512,000 barrels that were imported daily
in 1948.
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Exhibit No. 7 is captioned "United States Imports of Crude and
Residual Oil-Daily Average Barrels per Week, Beginning With the
Week Ending December 3, 1954 and Ending With Week Ending Feb-
ruary 11, 1955."

Since preparing this, out of the press I was able to get figures for
the week of February 28, which I will mention later.

This sets forth the daily average number of barrels of both crude
and residual oil imported each week, as well as the grand total. The
purpose of this exhibit is to show that in spite of any scheduling
or projections within the oil industry, the volume of movement in
specific weeks has reached a high in excess of 600,000 barrels of resid-
ual oil in 3 out of 10 weeks, namely, the week ending December 17,
week ending January 7, and week ending Janary 28, with a peak
movement of 639,000 barrels.

However, since I wrote this a week ago I am informed that for the
week ending February 25, the imports of residual oil in the United
States was 644,400 barrels per day, and crude was 692,000 barrels per
day.

The imports of crude continued to increase and we find that in 4
weeks imports of crude oil were in excess of 800,000 barrels per day
with a peak daily import of approximately 880,000 barrels per day
for the week ending January 28.

The amount of foreign residual oil imported does not tell the whole
story. An additional source of coal competition is residual oil derived
from foreign crude oil refined in this country. It has been estimated
by the Bureau of Mines that approximately 30 percent of the foreign
crude oil imported moves into the trade channels as residual oil in com-
petition with bituminous coal. Most of the major American com-
panies who import foreign oil are also major foreign producers. I
direct your attention to page 461, hearings on causes of unemployment
in the coal and other specified industries, conducted by a subcom-
mittee of the Comittee on Labor and Public Welfare, United States
Senate, 81st Congress, 2d session, on Senate Resolution 274, where the
following colloquy took place between Senator Neely and Mr. M. J.
Rathbone, director, Standard Oil Co. of New Jersey:

Senator NEELY. While you are off your manuscript for a moment, may I ask
you another question: The report of your company for 1949 indicates that pro-
duction by the Standard Oil Co. of New Jersey and its affiliates is 957,000 barrels
a day. What part of that production is domestic, and what part of it is foreign?

Mr. RATHBONE. 1949: 620,000 barrels a day were in other Western Hemisphere
countries than the United States-that is the foreign oil-and 337,000 barrels a
day were produced in the United States, roughly 2 to 1.

On Thursday, January 20, 1955, Mr. Monroe J. Rathbone, president
of the Standard Oil Co., page 430 of the hearings before the Com-
mittee on Ways and Means, House of Representatives, on H. R. 1,
in response to a question by Congressman Simpson of Pennsylvania,
who asked him what part of his production and refining was done
abroad, stated he did not have this data before him but would submit
it for the record, and on January 26, 1955, Mr. Rathbone by letter
advised the Honorable Jere Cooper, chairman, House Ways and
Means Committee, as follows:

Production: In 1954, Jersey affiliates produced 1,889,000 barrels of crude oil
per day, of which 1,441,000 barrels, or 76 percent, were produced abroad and
448,000 barrels, or 24 percent, were produced in the United States.
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It is quite evident that since 1949 the Standard Oil Co. of New
Jersey has increased its production 932,000 barrels per day. However,
of this increase only 111,000 originated in the United States and
821,000 represented an increase in their foreign production. I think
it quite apparent that increasing the production of foreign oil is very
important to this company. I think the committee would find that a
somewhat similar condition exists with respect to the other major
importing companies.

n February 26, 1955, Mr. James C. Hagerty, press secretary to
the President of the United States, issued from the White House
report on energy supplies and resources policy. This report set forth
that on July 30, 1954, the President established an Advisory Commit-
tee on Energy Supplies and Resources Policy. The Director of the
Office of Defense Mobilization was designated as Chairman and the
heads of the following agencies served as members: Departments of
State, Treasury, Defense, Justice, the Interior, Commerce, and Labor.

The White House directive respecting the committee's assignment
included the following specific statements:

At the direction of the President the committee will undertake a study to
evaluate all factors pertaining to the continued development of energy supplies
and resources fuels in the United States, with the aim of strengthening the
national defense, providing orderly industrial growth, and assuring supplies for
our expanding national economy and for any future emergency.

The committee will review factors affecting the requirements and supplies
of the major source of energy including coal (anthracite, bituminous, and
lignite, as well as coke, coke tars, and synthetic liquid fuels), petroleum, and
natural gas.

The committee has been aided greatly by an able and representative
task force appointed pursuant to the President's instructions.

This report was not available at the time the coal industry, through
Tom Pickett, executive vice president, of the National Coal Associa-
tion, presented its views to the committee during the course of its
hearings on H. R. 1. However, I would like to direct your attention
to the following language set forth under item 4 of the White House
report, Crude Oil Imports and Residual Fuel Oil Imports:

An expanding domestic oil industry, plus a healthy oil industry in friendly
countries which help to supply the United States market, constitute basically
important elements in the kind of industrial strength which contributes most
to a strong national defense. Other energy industries, especially coal, must also
maintain a level of operation which will make possible rapid expansion in output
should that become necessary. In this complex picture both domestic production
and imports have important parts to play; neither should be sacrificed to the
other.

Since World War II importation of crude oil and residual fuel oil into the
United States has increased substantially, with the result that today these oils
supply a significant part of the United States market for fuels.

The committee believes that if the imports of crude and residual oils should
exceed significantly the respective proportions that these imports of oils bore
to the production of domestic crude oil in 1954, the domestic fuels situation
could be so impaired as to endanger the orderly industrial growth which assures
the military and civilian supplies and reserves that are necessary to the national
defense. There would be an inadequate incentive for exploration and the dis-
covery of new sources of supply.

In view of the foregoing, the committee concludes that in the interest of
national dsfense imports should be kept in the balance recommended above.
It is highly desirable that this be done by voluntary, individual action of those
who are importing or those who become importers of crude or residual oil. The
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committee believes that every effort should be made and will be made to avoid
the necessity of governmental intervention.

The committee recommends, however, that if in the future the imports of
crude oil and residual fuel oils exceed significantly the respective proportions
that such imported oils bore to domestic production of crude oil in 1954, appro-
priate action should be taken.

The committee recommends further that the desirable proportionate relation-
ships between imports and domestic production be reviewed from time to time
in the light of industrial expansion and changing economic and national defense
requirements.

In arriving at these conclusions and recommendations, the Committee has
taken into consideration the importance to the economies of friendly countries
of their oil exports to the United States as well as the importance to the United
States of the accessibility of foreign oil supplies both in peace and war.

We do not agree with the report that imports of crude and residual
oil should in effect be related to the daily imports of crude and residual
during the calendar year 1954, and it is our opinion that legislation
should be enacted to restrict the importation of foreign oil on the
basis of the following:

That section 2 of the act entitled "An act to extend the authority of
the President to enter into trade agreements under section 350 of the
Tariff Act of 1930, as amended" approved July 1, 1954 (19 U. S. C.,
sec. 1352a), is hereby amended by inserting "(a)" after "Sec. 2" and
by adding at the end thereof a new subsection as follows:

(b) In order to further the policy and purpose of this section-
(1) the President shall take such action as is necessary to restrict Im-

ports of commodities whenever such imports threaten to retard the domestic
development and expansion or maintenance of domestic production of nat-
ural resource commodities or any other commodities which he determines
to be essential to the national security;

(2) the total quantity of crude petroleum and petroleum products (in-
cluding oil for supplies for vessels at United States ports but excluding oil
for manufacture and reexport) which may be imported into the United
States in any calendar quarter of any year shall not exceed 10 per centum
of the total domestic petroleum demand (as determined by the United
States Bureau of Mines) for the corresponding quarter of the previous year:
Provided, That the total quantity of residual fuel oil which may be imported
into the United States for consumption therein in any calendar quarter of
any year shall not exceed 10 per centum of the domestic demand for residual
fuel oil (as determined by the United States Bureau of Mines) for the corre-
ponding quarter of the previous year: Provided further, That the quotas
established under this subsection may be suspended by the President during
any period in which he finds that fuel supplies are inadequate to meet cur-
rent national consumption; and

(3) the provisions of this section shall be effective notwithstanding the
authority granted in section 350 of the Tariff Act of 1930, as amended, or
any foreign trade agreement to which the United States is a party.

It is our belief that the restrictions of the imports of foreign oil will
enable the coal mines, both north and south, who have traditionally
served the eastern seaboard of the United States with high quality coal,
to restore reasonable working time, the effect of which will be to fur-
nish employment to the mines, employment to the railroad industry,
and enable the bituminous coal operator to keep his mine in such shape
that he can meet any emergency, and we sincerely believe that the
enactment of this legislation will mean that the bituminous coal in-
dustry will regain a substantial portion of the 50 million tons which
it has lost to cheap foreign oil.

Thank you very much, Mr. Chairman.
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(The newspaper clippings from the Sunday New York Times, March
6, 1955, submitted for the record by Mr. Buckley, are as follows:)

JERSEY STANDARD SETS INCOME HIG--PROFITs RISE TO $5S4 MILLION, BUT SHARE
EARNINGS EASE ON BIGGER CAPITALIZATION

The Standard Oil Co. (New Jersey) last year had record net earnings of $584
million, the company reported yesterday in a preliminary statement.

This is equal to $9.55 each on the average number of 61,180,000 shares out-
standing during the year. At the year end there were 65,434,474 shares out-
standing.

The estimate includes the net income of affiliates in Europe and North Africa
that have been restored to Standard of New Jersey's consolidated statement. In-
cluding the earning of these affiliates, the company said, net income in 1953 ap-
proximated $582 million, or $9.61 each on the 60,571,092 shares outstanding at the
end of 1953.

Excluding the European and North African affibates, Standard of New Jersey
had reported for 1953 a consolidated net income of $552,,N26,000, or $9.13 a share.

Capital and exploration expenditures by affiliates last year were placed at
$754 million, compared with $747 million in 1953. Last year's expenditures in-
eluded $690 million for additions to property, plant and equipment and $154
million in the search for oil, the latter being charged against current income.

BIG OIL COMPANIES TRY IMPoiT (URBS-SEK To IELT CABINETT INII'S PROPOSAL

To MAINTAIN 1954 IMT, Ie-VowIIN IATI---LIlit SIEN AS GlENEl OUS BUT

ANTITRTs'r LA\\V I \PI,, Voj, NTARY ('ONI RO S-('RY j, OR UNI'rEI STATES AcTIoN

GRows
(By J. H. Carmical)

The big oil companies are acting on tlir own to restrict oil imports as r(coi-
mended by the Presidents 'alinet Committee.

An executive of a leading company said last week. the program should be given
a try. However, because the antitrust laws forbid the importing companies to
agree on limitations, he said there might be some difficulty in meeting the formula
outlined.

The Cabinet committee recommended that the imports of (crude and heavy fuel
oils be held to "the respective proportions that these imports of oils bore to the
production of domestic crude oil in 1954."

The Standard W il Co. (New Jersey) already has said that it planned to limit
crude oil imports this year to 79.000 barrels a day. This would compare with
80,000 barrels a (lay last Near and 84,000 in 1953. The peak of crude oil imports
by affiliates of Standard of New Jersey was in 1948, when they averaged 105,000
barrels a day.

10 PERCENT FOR CRUDE, 6 PERCENT FOR HEAVY

According to the Bureau of Mines, domestic crude oil production last year
averaged 6,344,000 barrels a day, excluding (674,000 barrels a day of liquids ob-
tained from natural gas. Imports of crude oil and products came to 1,074,000
barrels a day, 651,000 of crude, and 374,000 of heavy fuel oil, with the balance
mostly asphalt.

Crude oil imports thus were roughly 10 percent of domestic production. If
domestic output this year should expand to 7 million barrels daily, imports of
crude oil would be held to about 700,000 a day, under the formula. Such a
restriction is generally regarded as very generous.

Heavy fuel oil imports last year were about 6 percent of domestic crude oil
production. If domestic crude output should advance to 7 million barrels a day,
heavy fuel oil imports would be limited to about 420,000 a day.

Virtually all the heavy fuel oil imported here comes from the Caribbean area.
Affiliates of Standard of New Jersey and the Asiatic Petroleum Corp., a member
of the Royal Dutch-Shell group, are the principal importers. Imports by Stand-
ard last year averaged 160,000 barrels a day.

PRICE RISE POSSIBLE

The restriction of heavy fuel oil imports over a relatively long period, however,
may result in some advance in prices. With the high cost of crude oil and the
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greater use of modern refining facilities that recover more high-grade products,
the quantity of heavy fuel oil being produced by east coast refineries has been
declining steadily. A factor has been the increased demand for gasoline and
other lighter oil products, which command higher prices.

Refineries in the Caribbean are all modern and just as well-equipped to make
high-grade products, but they make a larger proportion of heavy fuel oil because
they process crude oil of a lower gravity than that of United States petroleum.
Furthermore, the Caribbean refineries must tie their operations to market de-
mand, including that for heavy fuel oil on the eastern seaboard.

The belief in some quarters is that voluntary restrictions will not work. The
recent sharp trend in imports is cited.

In the week ended on February 25, imports were 1,507,300 barrels a day,
including 692,500 a day of crude and 644,400 of heavy fuel oil. For the 4 weeks
ended on that date, imports averaged 1,356,200 barrels a day, nearly 300,000
barrels a day more than in 1954.

HOW MUCH FOR EACH?

The question arises as to what limit each company should undertake. Last
year, some companies held back imports in order not to aggravate the situation.
This raises the question whether these companies should restrict imports this
year in the same proportions as others that increased their imports last year.

Further, some companies that imported little or no oil last year are planning
to do so in the future. Some are building refineries along the east coast to
process foreign oil and also are building huge tankers in foreign shipyards to
transport it. Should this group voluntarily cancel its plans? If not, what
quotas should they assign themselves under a voluntary arrangement?

If the voluntary restriction plan should fail, the Cabinet Committee said, "ap-
propriate action should be taken." This could mean legislation or an order by
the executive branch of the Government.

The oil industry generally does not want legislative restriction on imports.
Largely for this reason it is considered likely that a determined effort will be
made on the part of the importing companies separately to limit imports to a
level that will "supplement rather than supplant domestic crude oil production."

PRESSURE FOR ACTION RISES

The position of some segments of the industry, however, is that the time has
come for "appropriate action." However, this group, which is composed prin-
cipally of domestic oil producers, is divided on whether this should take the form
of legislation. They fear that any such legislation might be the entering wedge
for further governmental controls over the industry.

But unless some steps are taken immediately to curb oil imports, the consensus
Is that there may be some legislation enacted on the subject. Senator Price
Daniel, Democrat of Texas, last week pointed out that Texas wells have been
operating only 15 days a month, while imports were about 27 percent higher
than a year ago.

"Voluntary restrictions have failed," he told the Senate. "Some type of
legislation to protect the domestic oil industry ought to be enacted for the sake
not only of the industry but in the interest of national defense and security."

CRUDE OUTPUT AT HIGH

CARACAS, March 6.-Venezuelan crude oil production in January was at a new
record high of 2,111,418 barrels a day, Dr. Edmundo Luongo Cabello, Minister of
Mines and Hydrocarbons, announced today. It was the third consecutive month
iu which output topped 2 million barrels a day. The average daily production
in 1954 was 1,895,309 barrels, compared with 1,746,988 in 1953.

(The statement on residual oil, pages 26 through 35, inclusive, from
the report of the coal industry, prepared by staff consultants of the
task force of the Cabinet Committee on Energy Supplies and Re-
sources Policy, submitted by Mr. Buckley, is as follows:)
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REPORT OF THE COAL INDUSTRY

(Prepared by staff consultants of the task force of the Cabinet Committee on
Energy Supplies and Resources Policy-November 29, 1954)

B. RESIDUAL OIL

1. IMPORTS AFFECT COAL

The enormous expansion which has taken place in the importation of residual
oil since the end of World War II poses serious questions of public policy. The
importation of this foreign source of energy has displaced millions of tons of
bituminous coal from the energy market. The direct result has been to impair
seriously the ability of the coal industry to meet the traditional demands made
upon it in a wartime economy. Equally serious and immediate issues of public
concern raised by this tonnage displacement-which now constitutes more than
10 percent of the commercial coal production in the Appalachian coal-producing
States-are unemployment and the needless waste of capital investments in
mine plants and facilities. Overall railroad revenues, to which bituminous coal
is the largest contributor, are being impaired. Corollary to its impact on the
bituminous coal industry, the importation of foreign residual oil has retarded
the development of domestic self-sufficiency in the overall energy market, thus
threatening the abilities of fuel sources other than coal to fulfill the wartime
responsibilities imposed on them.

There are no existing economic limitations-either by way of supply, price,
or tariff restrictions-which in any wise impede the devastating flow of foreign
residual to our east coast.

As a product of foreign crude, residual fuel oil, directly competitive with
coal, enters this country under a nominal tariff of 5% cents per barrel. This is
in contrast to the 10 times greater tariff on gasoline, a higher use product
which is not coal competitive.

Imports of residual do not represent additional demand for fuel which domes-
tic suppliers are unable to meet. On the contrary, American producers of both
coal and oil are cutting their production. Markets formerly supplied by them
are now supplied by imported foreign residual oil.

Thus, the oil Industry itself has recognized that within the framework of its
own industry if "imports continue to increase without regard to the principle
of only supplementing the domestic production of crude and products, they will
seriously damage the oil industry and thus adversely affect the national
economy and the national security."

This was the January 1950 finding of the National Petroleum Council. fn
advisory group appointed by the Secretary of the Interior, which represents 511
branches of the petroleum industry. A similar conclusion was made in the same
year by the Senate Committee on Labor and Public Welfare. Thus, that com-
mittee found: "The evidence before the committee makes it crystal clear thst
oil imports should only supplement and never supplant oil production in this
country. Flagrant violations of this sound policy are occurring every day in the
year" (S. Rept. 2042, 81st Cong., 2d sess., p. 14).

The same Senate committee recognized also the soundness of the principle
that residual imports should supplement and not supplant the Nation's most
available energy supply. It thus found that "because of increased residual
Imports" coal "production is shrinking," and that "an insufflciency of coal pro-
duction in the event of another war could conceivably cause a greater disaster
than the Nation has ever known" (S. Rept. No. 2042, 81st Cong., 2d. sess., p. 16).
[Emphasis added.] This finding was made in 1950. Today, the situation has
intensified. Yet no remedial action by the executive or legislative departments
of our Government has been taken.

These considerations make imperative the evolvement, consonant with the
public interest, of a national policy which will preserve coal's continued availa-
bility. Such a policy must necessarily accommodate the broad consideration of
encouraging free trade with the maintenance of domestic self-sufficiency in
the energy market which is consistent with the needs of the national interest.

2. RECOMMENDATIONS

(a) The industry's first recommendation

The coal Industry has heretofore recommended to the Congress the establish-
ment of a quota of 5 percent on residual oil imports, based upon the total
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domestic demand for residual oil in the corresponding quarter of the prior year.
It is submitted that such a policy would be consonant with the public interest.
The importance of international trade and the economic dependence of many
foreign countries on the exportation of their products is not discounted. This
report shows in a subsequent portion that there can be no sound justification
for the artificial marketing in this country of an unnatural percentage of foreign
residual oils in relation to the higher grade oils and gasolines which the foreign
exporters arbitrarily abstain from supplying American consumers and industry.

A program should be evolved which will either:
(1) Restrict the importation of residual oils as heretofore urged by the

coal industry, or
(2) Permit the importation of residual oil without limitation so long as,

in a particular quarterly period, residual oil and other products, respec-
tively, are imported in the same ratio as the domestic demand therefor
during the corresponding quarter of the prior year.

(b) Industry's additional recommendation

The public interest requires the importation of petroleum products other
than residual in amounts which are responsive to the needs of our domestic
economy. There exists a grossly unequal tariff treatment of residual oil and
products other than residual. The removal of such unequal treatment will
benefit our international trade in an enlightened way, in recognition of our own
needs and our responsibilities to our foreign neighbors.

In order to eliminate discriminatory tariff treatment and to insure our
economy with a greater supply of essential products, therefore, it is recom-
mended that the current tariff excises upon residual oil on the one hand, and
gasoline and the superior refined products on the other hand, be equalized.

3. FACTUAL BACKGROUND

(a) What is residual fuel oil? Where does it move? What arc its uses?

Residual fuel oil is a heavy black oil. Generally, it is a byproduct remaining
after crude has been refined. In the trade, it is known as No. 6, No. 5, bunker C,
or black oil. Currently, more than 91 percent of imported residual fuel oil is pro-
duced from crude originating in Venezuela. Practically all of it originates at oil
refineries owned by two large corporations located in Venezuela and on the Dutch
Islands of Aruba and Curagao off the coast of that country.

Residual fuel oil is used principally as a boiler fuel by industrial installa-
tions. As a source of heat and power, it has no practical value to the homes,
although it is used in some large apartments and hotels.

Foreign residual oil, in the main, is pushed into the industrial fuel markets of
the eastern seaboard and into a territory approximately 100 miles inland. The
marketing of coal throughout the entire area east of the Mississippi is adversely
affected.

(b) Residual imports soar to high lcvels as coal production declines
Direct residual oil imports have risen from 11 million bituminous coal equivalent

tons in 1946 to 33 million tons in 1953. The residual oil imported plus the resid-
ual produced from imported crude, making up the total of residual fuel oil
of foreign origin, has thus skyrocketed from 17 million coal equivalent tons in
1946 to 50 million tons in 1953. All but one or two million tons enter the east
coast markets.

Currently, residual imports stand at some 300 percent of the 1946 level (up
200 percent) although industrial production in the United States in 1953 was
up by only 25 percent and the competitive fuel market for coal, oil, and gas in the
Nation was up only 20 percent. In contrast, bituminous coal production in
1953 was down 15 percent, from 534 million tons in 1946 to 453 million tons in
11)53. With annual coal production currently running at a level of some 370
to 380 million tons, the economic impact of 50 million tons of coal equivalent
residual imports entering a highly concentrated fuel market is self-evident.

(c) Foreign residual oil has a free hand to oust coal
From the standpoint of supply, there is apparently no physical limitation upon

the capacity of world oil interests to lay down residual fuel oil on the east eoast at
an arbitrary price of its own choosing. The lower costs of transportation enjoyed
by foreign residual oil imports through availability of foreign flag vessels gives
imported residual oil a market price flexibility which coal does not have.
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In the 22-year period between 1924 and 1946, the posted residual oil prices
(bunker C, New York) averaged 114 percent of the price of crude in the gulf
coast fields. In the first 3 postwar years, 1946-48, when residual oil imports took
a sharp upward turn, prices of total residual averaged 94 percent of crude oil
prices. In the period 1949-52, total residual prices ranged between 59.7 percent
and 72.5 percent (of the price of United States crude, showing the effects of the
relatively low prices on imported residual oil.

The devastating impact oil the domestic oil and coal industries of the mobile
pricing practices of those controlling the importation of foreign residual is made
clear by the facts. A 15 cent per barrel variation in the price of residual oil
is the equivalent of an approximately 60 cent per net ton variation in the price
of bituminous coal. Between November and December 1948 the price of foreign
residual at New York ilarbor declined 33 cents per barrel from $3.05 to $2.72. By
April 1949 the price had dropped to $1.82 and by June 11049, to $1.60. Thus, be-
tween November 1948 aid ljue 1949, the price of residual had dropped $1.45 per
barrel. 11 terms of coal equivalent, this represented a reduction of $6.04 per
net ton, delivered price.

Between January 19)49 and July 1954, the price of foreign residual at New York
ranged front a high of $2.45 ti a low of $1.60. Oil at $1.6)) per barrel at New
York is the equivalent of coal at $6.67 per net ton delivered at the harbor. It is
lids type of competition which coal cannot meet.

The electric utilities are now coal's major lnarket. In 1951, residual fuel oil,
principally of foreign origin, held 97 to 10) percent of the utility market in Maine,
New Hampshire, aml Vermont, 55 percent in Massachusetts and Rhode Island,
and 37 percent in New Jersey. Yet, to force these markets still further. and in
the face of the severe and uneconomic downgrading already existing, posted prices
on residual fuel oil were suddenly slashed in mid-1952 and early 1953 by 45
cents a bTrrel and in sollle areas the lirict' concessions were even more severe.

In the same period the administration, under the 1952 Supplementary Trade
Agreement with Venezuela, effective October 11, 1952, reduced the tariffs on
resiuual fuel oil from an average of 16.2 cents per barrel (average under tariff
quota) to tle present 51/ (elt.s per barrel. In coal equivalent, this represented
a reduction of 68 percent, from 68 cents per net ton to 22 cents per net ton. The
correspionding reduction on crude oil was from 16.1 cents (under tariff quotas) to
an effective 9.6 cents. The duty of 52.5 cents per barrel on gasoline was left
unchanged in the agreement.

Following these developments in late 1952 and early 1953, the imports of
residual fuel oil quickly rose to historic highs. At the time east coast residual
fuel oil prices were cut 35 cents from $2.45 to $2.10 per barrel (August 1952), the
prices of household and light commercial heating oils (Nos. 1 and 2) rose at
Boston, New York, and Baltimore the equivalent of 33 to 47 cents a barrel.
Chicago prices, unaffected by foreign residual, on these household fuels remained
unchanged. As these products all colie from a common barrel of crude, the
effect was to force one group of petroleum conusmers to subsidize the severe
price cuts found neces-ary to dispose of the excessive supplies of residual fuel
oil being dumped into what had been coal markets.

Price considerations to one side, the dominant marketing and distribution
position of those interests which control the importation of foreign residual,
has received congTessional recognition. A report by the Senate Committee on
Small Business made to tie Federal Trade Ciimmission' oin August 22, 1952,
stated that one of the outstanding characteristics of the world's petroleumi trade
is the dominant position occupied by 7 international companies. The 7 coin-
panies include the 2 companies which control the production activities in Vene-
zuela and the refinng facilities of the Caribbean Isles from which practically all
of the United States residual oil imports emanate.

'The report makes the following statement, referring to the 7 international companies:
"All 7 engaged in every state of operation, from exploration to marketing. The typical

movement of petroleum from producer until acquired by the final consumer, is through
Intercompany transfer within a corporate family " •

. *

"Each of the 7 International petroleum companies is integrated, from crude production,
through refining, transportation, storage terminals, and docks to wholesale and retail
distributing and dispensing equipment. It is the rule, rather than the exception, for
petroleum products to move front producer to consumer by company-owned facilities
within one corporate hierarchy."

59884-55-pt. 2- 8
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(d) All prior efforts to stem the impact of residual imports have failed
It was in 1949 that coal for the first time was forced to meet the competition

of foreign residual oil in highly intensified form. In September of that year
an amendment to the etxension of the Reciprocal Trade Agreements Act, which
would have restricted imports of foreign residual, was introduced into the
Senate. The amendment failed to pass by one vote.

In May 1950, there was passed Senate Resolution 274. That resolution au-
thorized the Senate Committee on Labor and Public Welfare to investigate the
causes of unemployment in the coal industry and in certain other industries.
Thereafter, that committee found, among other matters (S. Rept. No. 2042, 81st
Cong., 2d sess.) :

(1) "* * * United States Senators, governors of States, Members of the House
of Representatives, and prominent spokesmen for the coal, oil, and railroad in-
dustries testified that if oil imports continue at present levels, these industries
will suffer lasting injury." They pointed out "* * * that oil imports would not
be a dependable source of fuel supply in a war emergency and that a curtailed
domestic coal industry would be unable to supply wartime demands" (p. 15).

(2) "It would be unwise for the Nation to curtail domestic production, lock
up its existing reserves in peacetime, and import its oil" (p. 16).

(3) "Both crude and residual fuel oils have been imported in greatly in-
creased quantities during the past 2 years-much of the time at prices so low
that competing domestic producers have been forced to curtail their output. The
imports do not represent additional demand for oil which domestic suppliers
were unable to meet. On the contrary, domestic suppliers of both coal and oil
have been forced to cut production as markets which they formerly supplied are
now purchasing imported crude and residual oil" (p. 17).

(4) "The indispensability of the coal, oil, and railroad industries to our na-
tional economy and security requires that measures be promptly taken to prevent
their deterioration" (p. 17).

Despite the unanimity of view of this Senate committee, no legislative meas-
ures were taken to forestall the "deterioration" of three of the Nation's key
industries.

In 1953, the House Committee on Ways and Means reported out House Reso-
lution 5894 (H. Rept. No. 777). That resolution, as reported, would have re-
stricted the importation of residual oil to a quota limitation on such imports
for any calendar year equal to 5 percent of the domestic demand for such oil
in the United States during the corresponding quarter of the previous year.
The resolution was recommitted to committee and no further action taken.

In June 1954, the Reciprocal Trade Agreements Act was extended for 1 year.

(e) In 1953, the importation of foreign residual directly preempted markets that
could have been served by 24 million tons of bituminous coal

While there may be room for disagreement as to the extent of the effect, there
is no disagreement as to the fact that the importation of residual fuel oil has
had an adverse impact on the Nation's coal industry. Thus, as far back as 1950,
the Senate Committee on Labor and Public Welfare (S. Rept. No. 2042, 81st
Cong., 2d sess., p. 4) reported that "* * * a director of the importing Socony-
Vacuum Oil Co., as a witness for his corporation" testified before its members:

"I do not deny that oil is in competition with coal or that fuel oil, which is
being imported, is taking business that if it were not imported would probably
be supplied by the coal industry. * * *"

* * * * * * $

"Now there is no question in my opinion but what to the extent that foreign
oil is soming into this market and replacing coal to the extent of 9 million tons,
if that oil were shut out, the particular phase of the market would likely be
taken over by coal because domestic oil is not available for it."

Total supplies of residual fuel oil from all sources on the east coast in 1953,
including imports as well as that produced from domestic crudes, totaled 69
million tons coal equivalent. No issue is raised concerning residual refined
from domestic crudes nor indeed is any question raised as to residual fuel oil
refined in this country from foreign crudes. The coal industry's proposals
herein go only to the direct imports of the residual fuel oil. Excluding bunker
fuel and United States Government purchases, the importation of residual on
the east coast directly competitive with bituminous coal is now at the rate of
some 24 million bituminous coal equivalent tons, or less than half of the total
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east coast supplies of the heavy fuel oil. In short, while all three sources of
residual fuel oil (direct imports, residual from imported crude, and domestic
residual) have a compounding effect on coal, the industry's recommendations go
to only direct imports.

(f) The impact of foreign residual on defense and security
Coal is a basic source of energy in this country and it is expected that it will

continue to be so in the future. By maintaining adequate productive capacity in
times of leace, it offers the only source of energy which can be expanded rapidly.
It is indispensable to steel production; it accounts for 80 percent of the fuel
used in the generation of electricity in the vast area extending from the Rocky
Mountains to the Atlantic seaboard, excluding only the Gulf Coast States. It is
the primary fuel of heavy industry. In short, America cannot mobilize without
coal or the railroads that transport the coal.

Coal, including anthracite, bore 81 percent of the added coal-competitive
energy requirements (excluding motor fuel) in the first year of World War II
(158 million coal-equivalent tons) and 61 percent of the peak added requirements
(278 million tons) in 1944. The production of the bituminous coal industry is
currently running at a level some 18 percent below 1953, or, in terms of tonnage,
at an output between 370 to 390 million tons. This compares with a level of
close to 600 million tons during the 3-year period 1946-48 when imports of
residual were one-third below the current rate. These startling fi lures are
offered as indicating not merely the tragic decline in coal production in the
postwar period, but tie distance coal must come back to meet defense require-
ments.

World War II demands for energy rose 19 percent in the first year of the war
over 1940, and 33 percent in the third and peak year 1940. In 1953 the coal
competitive energy supply in the United States approximated 1,240 million
bituminous coal-equivalent tons. Accepting this experience as being the best
available indication of potential war requirements in the immediate years
ahead, the increased energy needs in a new conflict would rise over 230 million
coal-equivalent tons in the first 12 months of the conflict and approach 400 million
coal-equivalent tons in the year of peak war effort.

In contrast to these needs, the World War II experience shows that the produc-
tion In the United States of crude oil remained practically unchanged in the
first calendar year of war (1942) as compared with 1940 and actually declined
In relation to 1941. It rose less than 80 million coal-equivalent tons in the
peak war year as compared with 1940.

Of prime importance is the fact that the Nation can place no reliance on
foreign oil during war. A summary of the World War II supply figures for the
east coast, based on water movements from the gulf coast and the receipts from
Venezuela, shows the following:

Index of east coast crude and residual supplies received by tanker

(1940---100]

Year Residual Crude Residual Total

from crude residual

(1) (2) (3) (4) (5)

1940 ------------------------------------------- 100.0 100.0 100.0 100.0
1941 ------------------------------------------- 114.6 96 9 100 0 110.2
1942 ------------------------------------------- 44.8 19.8 19 5 37.2
1943 ------------------------------------------- 41 7 7.3 9 8 321
1944 ----------------------------------------- 60 4 26 6 34 1 52.6
1945 ------------------------------------------- 74.0 71.4 82 9 76.6

I Includes residual produced from foreign and domestic crudes.

The foregoing figures indicate that in the first 2 years of the war some two-
thirds of the waterborne supplies of residual fuel oil failed in relation to the pre-
war years of 1940-41.

(The exhibits Nos. 1 through 7, submitted by Mr. Buckley, are as
follows:)
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EXHIBIT No. 1

Docket Nos. ICC 31437, and Sub 1, Sub 2
PUC Pa. C-16031, C-16146

Exhibit No. 141
Witness: D. T. Buckley

Comparative statement of imports of residual fuel oil by months, years 1948 to
first 4 months 1954, inclusive

[Thousands of barrels]

Month 1948 1949 1950 1951 1952 1953 1954

January ..................... 5,093 5,131 10,204 13, 842 12, 739 15, 549 15,055
February ------------------- 5. 454 4, 296 7,189 12, 089 11,855 12.642 13, 521
March........................ 5,205 4.939 I1, 6RO 11,347 12,691 13,127 12, 141
Aptil ------------------------- 4,686 5,537 10. 528 10, 577 10, 473 10, 519 9,962
May_ 3, 734 4, 966 9, 302 9, 768 10. 849 11, 394 ----------
J u n e _ _ _ 3 . 5 7 4 5 , 3 8 5 9 . 0 4 3 8 , 6 8 2 8 , 9 2 9 9 5 4 3 . . . . . . . .
Juy -... 4,123 5,813 8,429 6,672 7,997 8.818 .... ..
August__ 4, 453 5. 985 9, 251 7, 357 6, 656 7, 394
S ep te m b er - 4.332 7, 185 9,097 6, 532 7.790 8.846 ..... ...
O ctober .... 3,106 8, 181 10, 846 9,737 11,323 10. 286 ----------
November - . 4 112 7.597 11,778 10, 583 10 582 12, 997 ........
December ..... 5, 374 10. 160 12, 689 11 930 16, 595 15, 094 .........

Total -------------------- 53, 246 75, 175 120. 06 119,166 128, 179 136, 299 -------

Source: Bureau of Mines.
EXHIBIT No. 2

Docket Nos. ICC 31437, and Sub 1, Sub 2
PUC Pa. C-16031, C-16146

Exhibit No. 142
Witness: D. T. Buckley

Comparative statement of price of residual fuel oil per barrel New York, Harbor-
Year 1918 to first 7 months 1954, inclusive

Month 1948 1949 1950 1951

January:
Low - $3.00 $1.8879 ....................
High - 3 05 1.9055 $2.05 $2.15

February,
'Low _ - 3.00 2.07
H igh ............... ------- 3.05 2.10 2.05 2.15

March
Low - 3 00 1.9413 ..........
High -- 3.05 1 9609 1.90 2.15

April.
Low -- - -- 3.00 1.8214 1.90 ....... .
High ----------------------- 3.05 1.8357 2 05 2.15

May:
Low - 3.00 1.6833 -.....
High 3 05 1 7214 2 05 2.15

June:
Low --- 3 00 1 6000 ......... 2.15
High 3 05 1.600 2.05 2 45

July
Low 3.00 1.60 2.05
High - 3.05 1.60 2.14 2 45

August:
Low . 3 00 1.6870 ---------- ..... .
High ------- 3.05 1.6957 2.15 245

September:
Low. 3 00 1.7952 2.15
High -- 3.05 1.8428 2.25 2 45

October.
Low- 3 00 1 95 2.15
High - 3.05 1 9786 2.30 2.45

November:
Low - 2 9048 2. 05 -- -
High - -- 3.05 2.05 2.16 2,45

December:
L ow -... 2. 7239 2.05 - --........ .......
High 2.8326 2.05 2.15 2.45

Source. Platts Oil Price Handbooks and National Petroleum News.

1952 1953 1954

$2 45

2 45

2 45

2.45

2.45

2.45

2.10
2.45

2.10

$2.00 . . . . .
2 10
20l0 2.25

---- 2-00 -. .-- -- 25

2.00 2.25

2.00 . .....
2.10 2.25

2.10 2.25

2.10 2.15
2.25 2.25

2.15
2 25 2.25

2 25 ---- ----

2. 25

---.. .. .. - .... ....
2.10 2 25 -

2.10 2.25 -

2.10 2 25 ----------
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EXHIBIT No. 3

Docket Nos. ICC 31437, and Sub 1, Sub 2
PUC Pa. C-16031, C-16146

Exhibit No. 146
Witness: D. T. Buckley

Electric utility capacity, generation, and fuel consumption, State of
Massachusetts

Boston Edison Edgar station 1948 1949 1950 1951 1952 1953

Installed capacity (thousand kilowatt-
hours) -...... ..... .. .............. 157.9 239 1 239. 1 239.1 320.4 320 4

Generation (MK-kilowatt-hours) --.---- 854.4 811.9 1,298.7 1,354.2 1,471 1 1,759.1
Coal consumed (thousand tons) - 448.3 149 5 26.7 1 2 1.6 1.4
Oil consumed (thousand barrels) .......... 11.0 1, 182.5 2,508.6 2,727.3 2,997.3 3,397.3

Source- FPC.

EXHIBIT No. 4

Tidew tcr shipments of bituminous coal via Hampton Roads, 1948-54

[Net tons]

To New To other Total New
Years England coastwise England and

destinations destinations other coast-
wise

1948 ....... .......... ... . .... ........ ......... ..... 12,523, 070 5,045, 354 17, 568,424
1949 ------- 6.460,857 3. 856, 790 10, 317, 647
1950 . . --------------------------------------------- 6,837, 541 4,407,761 11,245,302
1951 7,288,680 4,306,495 11,595,175
1952 -- 7,373, 168 3.465,980 10,839,148
1953 ------------ 5,949. 397 2,825, 564 8, 774. 961
1954 -----------------------------------. ------------------- 5, 259,145 2,002, 661 7, 261,806

Source: Reports of the U. S. Bureau of Mines.

EXHIBIT No. 5

Tidewater shipments of bituminous coal via New York Harbor, 1948-54

[Net tons]

Total NewTo New Harbor England andYears Englanld movement harbor

destinations movemenmovement

1948 ----------------------------------------------------------- 1,098.786 12,700,154 13, 798, 940
1949 ---------------------------------------------------------- 410, 341 8,244,284 8,654, 625
1950 ....... ................................................... 692,909 9,238, 475 9, 931,384
1951 .-------------------------------------------------------- 711,214 10,507,128 11.218,342
1952 ------ ---------------------------------------------------- 942, 428 9,902,937 10, 845, 365
1953 ----------------------------------------------------------- 1,051,210 8,593,080 9,644.290
1954 ----------------------------------------------------------- 952,110 8,220, 604 9,172, 714

Source: Reports of the U. S. Bureau of Mines.



EXHIBIT No. 6

Comparative statement of actual United States imports of crude petroleum and refined products by 11 principal importing companies, years 1948,
1954, and estimated imports scheduled 1st 6 months 1955

Crude oil Refined petroleum products Total imports

Average Average Scheduled Average Average Scheduled Average Average Scheduled
Importing company Average barrels per barrels per imports, Average barrels per barrelsper imports, Average barrels per barrels per imports,

barrels per day. 1st 6 day, 2d 6 1st 6 barrels per day, 1st 6 day, 2d6 1st 6 barrels per day, 1st 6 day, 2d 6 1st 6
day 1948 months months months day 1948 months months months day 1948 months months months

1954 1954 1955 1954 1954 1955 1954 1954 1955

Standard Oil of New Jersey. 104,900 81, 900 79, 500 79, 000 79, 400 158,500 148, 200 198, 000 184,300 240,400 227,700 277, 000
Gulf Oil Corp --------------- 74,200 112, 300 123, 400 134, 500 8,800 8, 500 4,600 4, 500 83,000 120,800 128, 000 139,000
The Texas Co --------------- 11, 900 62,400 63,300 71,200 6,000 4,100 1,100 3,000 16,900 66,500 64,400 74,200
Socony Vacuum Oil Co ----- 55, 800 88, 700 92, 700 107, 000 1,400 6, 700 8,400 7,800 57, 200 95, 400 101, 100 114, 800
Atlantic Refining Co -------- 24, 500 61, 500 63,900 61,500 --------.------------.------------------------ 24, 500 61, 500 63,900 61,500
Standard Oil of Indiana --- 10,400 15, 800 14, 800 14,600 15, 100 16, 500 13, 200 18,600 25,500 32, 300 28, 000 33, 200
Standard Oil of California_-_ 13,300 97,000 86, 200 105,800 500 ---------.------------.------------ 13,800 97,000 86,200 105,800
Sincl'Ar Oil Corp ------------ 24,600 64,800 65,400 66,000 8----------- 600 1,800 400 24,600 65,400 67,200 66,400
Shell Oil Co ..... ......... 600 ----------.------------------------ 15,300 18,800 18,000 22,400 1,900 18,800 18,000 22,400
Shell Caribbean -...........------------.------------.------------------------------------ 113,500 109, 700 122,900 ------------ 113,500 109,700 122, 900
Asiatic Petroleum Corp ---- 600 ----------- -----------.----------- 9, 100 5,100 4, 200 6,300 9,700 5,100 4, 200 6,300
Cities Service Co ---------- 18, 400 8, 300 14, 300 30, 000 -----------.------------------------ 400 18,400 8,300 14, 300 30,400

Total 12 companies ---- 339, 200 592,700 603,500 669, 600 124, 600 332,300 309, 200 384,300 463,800 925,000 912,700 1,053,900
All other imports ------------ 12, 800 41,100 74, 200 94, 900 35,400 90,300 91,800 87, 500 48, 200 131, 400 166,000 182,400

Total imports ------- 352,000 633,800 677, 700 764, 500 160,000 422, 600 401,000 471,800 112,000 1,056,400 1,078,700 1,236,300

I Since year 1948: Figures individual companies submitted by companies to subcommittee of House Small Business Committee.

Source: Texas Railroad Commission, February 1955.
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EXHIBIT No. 7

United States imports of crude and residual oil--Daily average barrels per
week beginning with the week ending Dee. 3, 1954, and ending with 'week
ending Feb. 11, 1955

[Net barrels]

Crude imports, Residual im- Total crude

Week ending- daily average ports, daily and residual,
barrels average bar- daily average

per week rels per week per week

D ec. 3 ---------------------------- - ---------- ---------- 678, 800 468,300 1,147.100
D ec. 10 ------------------------------------------------ 676, 200 400, 900 1,077,100
D ec. 17 ................. ....................... .....- 60 1,700 639, 400 1,291,100
Dec. 24 .......---------------------------------------- 652,100 419,300 1,071,400
D ec. 31 -------------------- ---------------------------- 831,400 569,800 1,401,200
Jan. 7 --------------------------------------------------- 677, 400 633,300 1,310, 700
Jan. 14 -- ---------------------- ------------------ 637,100 552, 100 1, 189, 200
Jan . 21 ......................... ........ ..............- 630,700 457,100 1,087,800
Jan . 28 --------- -.--------------------------------------- 879, 700 636, 400 1, 516, 100
Feb. 4 ------------------------------------------------- 849, 800 416, 500 1, 266,300
Feb. 11 ------------------------------------------------ 811,300 534,800 1,346,100

Source: American Petroleum Institute, statistical bulletins.

Senator CARLSON. I want to express my personal appreciation to
you and your organization for submitting for the record this splendid
group of statistics on the importation of oil. I think it is going to be
very helpful in the committee as well as in the Senate when we
consider this legislation.

As I understand it, you mentioned the President's Commission on
Energy Supplies and Resources Policies, and their statement. I take
it that you feel that their recommendation of percentage increase based
on domestic production is too high.

Mr. BUCKLEY. I do, sir. I endeavored to check with the members
of our industry who were members of the task force. I stated that
my feeling in the matter, considering what the imports were in 1948,
is that to set a level of 1,054,000 barrels was not realistic when various
oil companies were quoted in the New York Times in Mr. Carmical's
article of last Sunday that they felt the President's recommendation
was very generous. In view of my statistics, you can see why they
felt it was generous, where we would feel they were overly generous.

We feel if 1948 was a rather normal year-and following Senator
Millikin's thoughts expressed this morning* as to the effect of a war
economy-if 1948 was the in-between year between the Second World
War and the Korean war, it represents, so far as our industry was
concerned, a normal period of operation. It represented in the oil
industry a good period of earnings from what I have been able to
determine, and therefore, in my opinion, it was a normal period.

Why, then, in view of the fact that that was a normal period and
imports of residual oil were approximately 53 million barrels that
year, which meets this 10 percent of demand test, and the imports of
crude oil were approximately three and fifty-some-odd-thousand bar-
rels, I cant' see in the light of that, if 1948 was a normal year, why
we should jump from 1948 to 1954, and say 1,054,000 barrels per day
is proper.

I might say this, if I may, Senator. When I appeared 5 years ago,
unemployment was rampant in the coal industry, and I recall dis-
tinctly, as the several oil witnesses appeared, the statements they made
of what they intended to do. In those days the imports weren't as
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great as they are today, but we were seriously affected because the
price broke so precipitously. As the oil continued to increase, then
the Korean war broke out in June 1950, and the report of this commit-
tee came out, which was unanimous, that something should be done.

We complied with all the recommendations of the committee, in-
cluding Senator Taft, about going to the Tariff Commission. The
Tariff Commission did nothing about it. As a matter of fact, they
recommended at least after the Mexican Treaty went out the window
and the Venezuelan agreement was made, that the tariff for oil should
be 10 /2 cents per barrel, and President Truman reversed that and
brought it down to 514 cents per barrel.

There has been one extension of reciprocal trade agreements law,
and that was in 1951. I believe 2 years ago you, Senator Millikin,
recommended that a commission be appointed to study the imports
for 1 year. They set up the Randall Commission, and you were a
member of it. Last year there was a 1-year extention.

The oil industry has attempted to be our spokesman. They said,
"You lost so much to diesel oil. You lost so much to natural gas," and
so on.

What they have neglected to tell you is that actually the problem
from the standpoint of the domestic oil industry in the United States
is where 1 barrel of residual oil is equivalent to 5 barrels of crude,
considering a ratio of about 20 percent in the refining process. They
quote 120 million tons lost to locomotive fuel throughout the country.
They are very careful to skirt the question that the competition gen-
erally is north of Florida in an area within 50 to 100 miles contiguous
to the Atlantic seaboard. That is where the competition is. We can
take care of ourselves elsewhere in the country.

What I tried to spell out here, with all the talk of hundreds of mil-
lions of barrels annually, just what the situation is that confronts us.
Here is a statement that shows what imports were, barrels per day.
This is what it has been running, and it is continuing to increase.

I recall in 1950 when the late Senator Taft was sitting there, when
oil witnesses admitted there was nothing to prevent them bringing
in 5 million barrels a day.

Seriously, I don't know how you can control the Shell Oil Co. I
don't know how you are going to control them.

I don't think you can make an agreement with the Shell Oil Co.,
because they are a foreign-controlled corporation. Even if domestic
oil importer corporations voluntarily agreed to limit foreign oil im-
ports, there would be nothing to prevent Shell from expanding its
imports to offset the entire reduction. The only safeguard would be a
statutory quota limitation.

Here is a new company, Shell Caribbean. They propose 123,000
barrels a day of residual oil to be brought in. They imported nothing
6 years ago. The other two companies are Asiatic Petroleum and
Shell.

We have had the most stable labor relations in our industry of any
industry in the country since early 1950. We have had no strikes. We
have had no troubles in our industry. We have had no difficulties in
7 years with the exception of that period in early 1950. So it is not
a matter of strikes.
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I do hope I have been helpful in giving you Senators a little picture
that I think is different than the story that has been told in recent
years.

Senator CARLSON. I want to say, as one member of this committee,
I for several years have been concerned about the ever increasing
amount of imports of oil. Last year I introduced legislation which
would limit it to 10 percent. I am a cosponsor of legislation this
year for 10 percent. I arrived at that figure because I have no other
information. I noticed by the Commission reports that we are aver-
aging 16.7. It is something I really hope this committee will have
an opportunity to go into thoroughly after we conclude the hearings,
and I for one do not know where it should be, but I think we must do
something.

Mr. BUCKLEY. About a month or so ago I read an article that was
most interesting. All my life I have spent along the Atlantic sea-
board. We used to look to the gulf area, which comprised Texas,
Louisiana, and the midcontinent, along that area. Almost a hundred
percent of the crude refined along the Atlantic seaboard came from
this area.

Now in the area from Philadelphia through New England-65 to
75 percent of that oil presently being refined is of foreign origin.

Suppose we were shut off from the Middle East, as was testified
before the House Small Business Committee in 19-9. What would
happen if you were denied 75 percent of your oil for refining, which
oil was of foreign origin? That is something to think about.

Senator Cxnmrsox,. Senator Martin?
Senator MARTIN. Where do you get the estimate of the importation

of oil for the first 6 months of 1955?
Mr. BUCKLEY. That was the Texas Railroad Commission who issued

these reports late in February, which they didn't have before the
House Ways and Means Committee. They are actual figures sub-
mitted by the oil companies to the Texas Railroad Commission.

Senator MARTIN. Thank you.
I have no further questions.
Senator C.xRLSON. Senator Malone?
Senator MALONE. I think you haN-e made a very good statement.

Do you see any difference in your situation, in your production being
curtailed through imports with cheap material, than any other indus-
try being displaced in the United States for the same reason ?

Mr. BUCKLEY. I have made no study of other industries. We have
been confronted with this serious problem for the last half-dozen years.
I have had to concern myself with our own industry, and the only
thing I know of of the other industries is some of the things I have
heard of during committee hearings that you have conducted or others
have conducted, but I am not qualified to talk for any other industry.

Senator MALONE..Then just for a question, assume that there are
other industries being displaced in part or in whole, and that the
same situation existed, would you think they should have relief also?

Mr. BUCKLEY. I would think so if it was true that the conditions
were similar to what I have cited here. I would think so, yes, sir, if
it could be proven.

Senator MALONE. You are familiar with a suit brought by the
Morgantown Glass Co., of Morgantown, W. Va., which has lost half
of its employees, and they are one small glass company, and others are
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affected similarly. Do you think they ought to have relief in some
manner?

Mr. BUCKLEY. I am not familiar with that.
Senator MALONE. I am not asking you if you are familiar with it.

I am telling you that they lost half of their employees. Just think
of you losing some of your employees. If the situation is brought
about through cheap labor imports, such as yours is here, do you
think they ought to have relief ?

Mr. BUCKLEY. I would think so; yes, sir.
Senator MALON-. I don't understand that your industry has ever

objected to domestic competition if you are curtailed through the pro-
duction of domestic oil or gas, which pays about the same wages as
you do, the same taxes, lives under the same conditions, same cost of
doing business, you have not objected to that curtailment.

Mr. BncxI Y. No; never objected to fair domestic competition.
Senator MALONE. In other words, if you were put out of business

through domestic production of oil or gas or even nuclear fuel, you
would never raise your voice because they are paying the wages that
you are.

Mr. BUCKLEY. That is right, I have no objection to that so long
as it is fair and equal, but in the case of Government-subsidized com-
petition, we do object.

Senator MALONE. It is only when they are imports from some for-
eign nation that pays less wages or has less cost of doing business or
in some way can undersell your product or a like heating product
coming from a foreign nation, that you object to.

Mr. BUCKLEY. That is right, sir.
Senator MALONE. I want to ask you: Are you opposed to the ex-

tension of the 1934 Trade Agreements Act that is proposed under
H. R. 1?

Mr. BUCKLEY. I would be frank-all I can say with respect to that
is that up until now this tremendous flood of foreign oil, I never really
had a position with respect to the Reciprocal Trade Agreement Act.
I felt during the beginning of the depression the idea in back of it
might accomplish a certain amount of good. Since that time my feel-
ing is that there have been such changes in the domestic economy of
our country and the economy of the world that I think the factors
that I have stated on so many occasions, the factors that entered into
the enactment originally, have changed materially today, and I don't
think the law is sufficiently flexible to provide for the changes that
have taken place.

It has been my opinion-and I have so expressed on many occa-
sions-that I think some provision must be made to provide for these
changes that have taken place. I was interested in Mr. Hoffman's
statement this morning, and I understand what you were driving at.
The original purpose of the Foreign Aid Assistance Act of 1948-its
author was Senator Vandenberg-was to help mit these various coun-
tries and help to rehabilitate them, to restore the plants destroyed as
a result of the war and put them on their feet.

But they began to build new refineries. They began to build new
textile plants. That was contrary to the original intent of the law.
As a result, American industry has become subject to foreign com-
petition financed by Marshall plan dollars. I know in our own case
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that residual oil has even been imported from France from a refinery
that was built with ECA dollars.

Senator MALONE. Mr. Buckley, there was a great difference of
opinion as to why we were giving them the money in the first place.

Mr. BUCKLEY. I think they had to give them a certain amount of
it, Senator.

Senator MALONE. I put into the record at that time a table showing
their relative position before the war and after the war, and there
were only 2 nations less than about 97 percent recovered, 98 percent
recovered on the basis of their own prewar production at the time we
passed the Marshall plan. The 2 nations were Germany and Austria
that we had deliberately held down. We divided Germany into 4 parts,
and most of Austria was under the domination of another nation en-
tirely. So there was some serious differences of opinion as to whether
we were trying to get them to recover or give them the money to buy
something that we were producing that was not otherwise salable.

Then, as pointed out this morning, if you were here, we overbuilt
their industry beyond their ability to consume, and they had no mar-
kets then, outside of their own nation, because they don't sell to each
other in quantity in Europe. I guess you are aware of that. They
have their tariffs and their different obstructions, so the Italian oranges
cannot be sold in England to any degree, or the Belgian steel in Italy.
They don't buy from each other. They want some of our markets,
and then they want money to buy from u.

So without discussing that further, there was a serious difference
of opinion. Right now these countries are producing 140 to 170 per-
cent over their prewar record, so certainly we weren t trying to have
the nations recover. We are trying to build a capacity for them to
far outproduce their ability to consume.

As I pointed out on the Senate floor in 1948, we were going to be
just in the position we are in now. We would either have to buy their
surplus or we would be threatened, and we are faced with that situa-
tion now, as you heard Mr. Hoffman explain.

Mr. Buckley, a subsidiary of Standard Oil of New Jersey, or at
least a distributor of this oil in the Middle East testified before our
committee that they did not want a tariff or anything making up that
difference in cost of production in foreign oil and in the oil of the
United States. They wanted to be the judge as to how much would
come in and how much would be produced here.

You are familiar with that?
Mr. BUCKLEY. I am familiar with it.
Senator MALONE. You had it in your statement.
Mr. BUCKLEY. Yes, sir, that is right.
Senator MALONE. If there was a tariff that made up that differen-

tial of cost of production between this Nation and the chief competi-
tive nation, which probably is the Middle East, then that would come
in on the same basis of cost as the domestic production, and you still
would not be in danger very much.

Mr. BucKT Yr. I could never agree on a tariff in the light of oil that
pours out of the ground in Saudi Arabia and some of these places
at the rate of 10,000 barrels per day as compared with an American
oil well of 10 or 15 barrels a day.

Here I read in the last couple of days that Venezuelan oil produc-
tion is running at 2,100,000 barrels a day compared with 1,370,000
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barrels a day in 1948, and, in my opinion, a tariff per se is not the an-
swer. I think you have to have an absolute quota because I believe
with what they are able to absorb, plus the fact that tankers today
carry up to 400,000 barrels as compared with the T-2 tankers of World
War II of 60,000 barrels, a tariff is not the answer to the problem.
I think it has to be an absolute quota.

Senator MALONE. Mr. Buckley, you know that Congress can always
take up any particular problem, just like they did with sugar, and
provide for quotas and tariffs and every other safeguard. But I want
to point out to you that perhaps you haven't thought the -other thing
quite through, that that differential of costs provides for all of these
contingencies that you have enumerated, and if you are aware of what
happens, if this act is allowed to expire, on a commodity on which there
is no trade agreement, it reverts immediately to the Tariff Commission
on the basis of fair and reasonable competition.

The exact wording is the difference in the cost of production be-
tween this Nation and the chief competitive nation. It doesn't say
anything about the production or how much or anything about it.
But if it comes in the cost is equalized.

Now, on this fuel, the trade agreement has been made. Therefore,
it would remain in effect until the President served notice for cancella-
tion on the country with which such trade agreement has been made.
Then it would revert to the Tariff Commission. So it isn't necessary
to go into the amount produced or the cost of production until the
Tariff Commission again acquires the right to obey the congressional
mandate as laid down in 1930 to determine what that difference of cost
is, and then they are met at the dock with that cost. So when it comes
in, the effect is that it doesn't come in except where it is needed. If it
is needed on the basis of domestic price, as I understand you to say,
you are not objecting to the domestic price. If the domestic price is
maintained-

Mr. BUCKLEY. That is right.
Senator MALONE. That is all you want?
Mr. BUCKLEY. Absolutely, that is right.
Senator MALONE. Under this condition, I want to point out to you

that the situation in the tariff law of 1930-which was never used
because in 4 years the 1934 Trade Agreements Act interceded-you
would have exactly what you. apparently require, and what I think you
ought to have; in other words, you would have a competitive condi-
tion here where you are really only competitive to the cost of the
production of domestic fuel, and that is what you really want.

Mr. BUCKLEY. That is right.
Senator MALONE. You are aware, no doubt-and then I will come

back to the extension of this act-that if this act is extended, that
prolongs the life of GATT, General Agreement of Trades and Tariffs,
at Geneva, it makes possible the organization of other trick organiza-
tions, as I call them, the Assembly of the United Nations having just
created another one by resolution that would take in all the markets
of the world and divide them among the nations on the basis of that
great phrase that was created by one of them, "entitlements for con-
sumption," which can only mean in the language of the everyday
man-and I think I am one of them-divided on the basis of popula-
tion.
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There is nothing to divide unless our markets are in the pot. If
you extend this act, our markets are still in the pot. If you don't
extend it, we are not sitting in the game, and, therefore there is no
game, just like any sucker poker game.

So I again ask you if you are in favor of extending the act aftr this
information.

Mr. BUCKLEY. Mr. Pickett of National Coal Association testified for
the industry before the House Ways and Means Committee and
opposed I-1. R. 1 in its present form because it usurped some of Con-
gress' constitutional powers. I know some of these evils, too. I am
not as familiar with it as you are. I know the Reciprocal Trade
Agreements Act, and I know, Senator Millikin's position on the peril
point-and Senator Millikin has always argued that so forcefully-
I think they tried to put some of these safeguards in.

Part of the difficullty has been the law itself. It has been the
discretionary powers granted to the President in spite of the unani-
mous recommendation of the Tariff Commission. That is what Presi-
dent Truman did on the Venezuelan tariff agreement when they re-
duced the tariff from 101/2 to 51/4 cents in spite of a unanimous recom-
mendation.

Our experience in going through the Tariff Commission with the
time that it takes and to do the things you want, the most direct way
that I can see is, as we state in this recommendation, to make it on
a quota basis. Then we solve the problem. Maybe it is necessary in
some other commodity to do what you want to do, you see, but I
think for our immediate problem, the answer is that which we recom-
mend.

Senator M.ANpF. I say to you, Mr. Buckley, that nearly everybody,
if you come right down to it, and it has been coming down for 50 to 75
years, wants free trade on what they buy and a tariff on what they sell.
Many people think what has happened to you is a very good thing.

Mr. BTCKLEY. We had oil competition, foreign oil competition prior
to World War II. There was always a certain amount of oil that
came into the country. We never had a problem, sometimes depending
on supply, prices were lower than coal, and they went into certain
plants. But this enormous foreign production that took place in the
postwar period, something we never had to contend with from the
time the east Texas field was brought into production in 1932, and
certain conservation practices were put into effect down there. This
is something really new. It is subsequent to 1948. This is an en-
tirely new development, this phenomenal development in the Middle
East.

Senator MALONE. In many other industries we furnish the money for
the production, so anything they do toward the sale of it is pure profit.
It is a phenomenal thing because it happened to you. It is happening
to 500 other industries.

Mr. BUCKLEY. These companies engaged in foreign production,
American oil companies, they put up their own money, that I am
pretty sure of.

Senator MALONE. They didn't put up all of it.
Mr. BUCKLEY. They put up most of it, I think.
Senator MALONE. It is not what we think. The record is there.

During the war there were millions of dollars put up in the Middle
East. You should be familiar with that.
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That is neither here nor there. This thing has happened to you, and
I know it is very close to you, but it has happened to 500 other indus-
tries, and probably will happen to 4,000 more. Do you think the
thing to do is for all of them to fix a quota or some trick amendment
to protect themselves and leave everybody else on the limb?

Mr. BUCKLEY. I don't know about other industries.
Senator MALONE. The mineral industry is in bad shape, as bad a

shape as the coal industry.
Mr. BUCKLEY. I just don't know.
Senator MALONE. The glass industry is just as badly off as the coal

industry, maybe a little bit worse in spots. The crockery industry
is just as badly off. Fifty other industries I could name offhand, if I
wanted to take the time of the committee, are just as badly off.

You have already testified that all you want is a fair competitive
chance with the domestic fuel.

Mr. BUCKLEY. That is right.
Senator MALoNE. So if any imports come in on the domestic price,

that is, they are met with the payment in the difference in cost of pro-
duction here and the chief competitive country, which would be this
country you are describing, then you would still only be competing
with the domestic price.

Mr. BUCKLEY. That is the effect of it, yes, sir.
Senator MALONE. If that is the effect of it, you wouldn't object to

it, would you?
Mr. BUCKLEY. No, I couldn't object to that.
Senator MALONE. In other words, if you are put out of business

by a nuclear fuel or oil or gas or any other fuel that might yet be
discovered, but that industry is paying the same wages and taxes and
existing under the same situation, we would hear nothing from the
coal industry.

Mr. BUCKLEY. That is right.
Senator MALONE. I understand your situation perfectly, and I also

understand the frantic way you are going about this, because your
people are in bad shape.

Mr. BUCKLEY. That is right; yes, sir.
Senator MALONE. You are taking the place, generally speaking,

of Mr. John Jones who used to appear before us?
Mr. BUCKLEY. No. I am the industry representative. Mr. Ken-

nedy will appear for the United Mine Workers.
Senator MALONE. You are the industry representative? You are

very close to it? You represent the unions?
Mr. BUCKLEY. I represent the various coal associations. I men-

tioned in my forepart of the statement that I spoke for various groups.
I mentioned them. Senator Byrd was desirous of having 1 person
speak for an industry in various branches of it.

Senator MALONE. You -heard Mr. Hoffman testify this morning
that he thought, in addition to this fair and reasonable competitive
price, there should be 1 organization or some 1 man-as there is in
this bill, the President of the United States. We think it is the State
Department, although for technical purposes the President is named.
He should have the right to reduce the tariff below that difference in
cost of production. You heard him say, I think, that if an industry
couldn't compete under those conditions, perhaps they would be going
out of business for other reasons. Do you agree with that?
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Mr. BUCKLEY. I can't agree with the philosophy of Mr. Hoffman.
I don't agree with his philosophy. I don't want to belabor the point.
I just don't agree with his philosophy. I have heard witnesses before
committees of Congress advocate that American industry go out of
the window. If they are to go out of the window if they cannot meet
this competition, I don't subscribe to that philosophy.

Senator MALONE. You gathered during the conversation that I
didn't exactly agree with that, either.

Mr. BUCKLEY. Yes, I agree with you.
Senator MALONE. I am sorry I misunderstood just whom you

represented, and I will wait for the other witness. In any case, all
you want is a fair and reasonable competitive basis to do business.

Mr. BUCKLEY. That is absolutely right.
Senator MALONE. If you can meet that-
Mr. BUCKLEY. We have no complaint.
Senator MALONE. But you do want that fair and reasonable com-

petitive basis.
Mr. BUCKLEY. That is what we want.
Senator MALONE. Regardless of how it is done?
Mr. BUCKLEY. That is right.
Senator MALONE. If it can be done, then, by the 1930 Tariff Act,

which has never become operative really under the conditions out-
lined, you would be satisfied?

Mr. BUCKLEY. Yes, but I would still stick to my 10 percent for now,
as the best way to get it.

Senator MALONE. I can see you kind of left the crowd, and if you
can take care of it yourself, everything would be all right, and I think
some industries do take that viewpoint.

Mr. BUCKLEY. I don't feel that way. I think from the standpoint
of our own problem, this is the better way to meet it. Maybe they
have a different way in some other industry. For our industry this
is the only way we can meet it. That is after mature consideration of
the other angles.

Senator MALONE. Has this other method had a trial in the mean-
time?

Mr. BUCKLEY. It had a trial to an extent. I might say it this way.
That was merely a recommendation of the Senate Labor and Educa-
tion Committee. Nothing was done because the Korean war broke
out, and the various things have happened since then. No, it hasn't
had a trial.

Senator MALONE. Of course not. I can see your point perfectly.
It seems to me if the 5,000 different industries and products all came
in with a little patent medicine, we will have a little difficulty here,
because there will be an awful lot of these kinds of remedies.

But if a principle would do the work, then Congress has before now
gotten together on a principle, and it has not been too difficult, and
the principle is laid down in a law that has been dormant almost since
its passage.

I am very sympathetic with your problem. I am sympathetic with
your thinking on it. The point is, does it answer your own problem-
you think it does. Let's explore that just a minute.

Suppose you are limited to 10 percent of the domestic market. You
know now, of course, that it is more than that 10 percent. How can
you tell that if you limit it to 10 percent, that will be the remedy? By
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what reasoning do you know it wouldn't be 9 percent or 12 or'8
percent?

Mr. BUCKLEY. That is a matter of trial and error anyway. As I
understand this bill, H. R. 1 extends the act for 3 years. You don't
have permanent legislation. If you had permanent legislation, you
would be bound forever more. We wouldn't hesitate to come up here
and point out the facts to the Congress where we differed. We have
the right of appeal to Congress. It is Congress that enacts the leg-
islation. Congress in the past has made changes in laws when it
deemed it necessary.

We are never just barred forever from changing positions. I think
all of us in the course of our lifetime have had to change our position
on various matters. I mean we have to. I think you have to have a
certain amount of flexibility. There is a right for us to come back to
Congress if we were hurt. That would be my opinion.

Senator MALONE. What do you mean when you say you pass the
law and it is permanent legislation?

Mr BUCKLEY. On the Reciprocal Trade Agreements, it has been for
3- or 2-year periods. During the past 2 years, since the time Senator
Millikin set up the legislation for the Commission to study the prob-
lem, which then became the Randall Commission, then there was a
1-year extension of the law to permit the Commission to function, and
last year there was another 1-year extension of the Trade Agreements
Act, because there wasn't enough time to act.

The law didn't die. This year, because they decided they could have
an extension based with certain changes on a 3-year extension of the
law, that is what H. R. 1 provides for. Under a 3-year extension of
the law, you can, unlike the last 2 years where it has been 1 year, hurt
us very seriously if the corrections we recommend are not made in the
law.

Senator MALONE. You are for the extension of 3 years? What about
1 year?

Mr. BUCKLEY. I think a 1-year extension is preferable if there is
to be an extension.

Senator MALONE. If you didn't get your 10 percent, what would you
be for?

Mr. BUCKLEY. If we didn't get the 10 percent?
Senator MALONE. Yes.
Mr. BUCKLEY. We would continue to fight for it. We haven't given

up in 5 or 6 years. We have been at this thing since 1949, and we never
give up.

Senator MALONE. If you run out of a job, come to my office.
Mr. BUCKLEY. I never give up.
Senator MALONE. I think that is a very laudable trait, and I hope

you don't.
All I was trying to say to you was that if each industry goes out for

itself, it is going to be a little difficult-there are so many in trouble.
Mr. BUCKLEY. How can you talk about other industries when you

don't know the other industries problems? We have a devilish time
to take care of your own industry.

We have had a handful in our industry. You don't have the time to
study the other people's problems. There are certain people who
appear before you who are better equipped to talk about it than I am.



TRADE AGREEMENTS EXTENSION 749

We in coal have had a 100-percent job on our hands in the last 7 or
8 years.

Senator MALONE. I would think it would be advantageous to indus-
I ies that are in trouble to make their position known to Congress, to
talk to each other a little bit, but that is only a suggestion, and, Mr.
Chairman, those are all the questions I have.

Senator C.xmns N. Are there any further questions?
Senator MILLIKIN. Thank you very much.
Senator ('ARLSON. Thank you.
The next witness is Mr. Walter J. Tuohy, president of the Chesa-

peake & ()hio Railway Co.
We are glad to have you here, Mr. Tuohy. You may proceed in your

own Wa:y.

STATEMENT OF WALTER J. TUOHY, PRESIDENT, THE CHESAPEAKE
& OHIO RAILWAY CO.

Mr. tho iv. Mr. Chairman, distinguished Senators, gentlemen, my
name is Walter J. Tuohy. I am president of the Chesapeake & Ohio
Railway (o., with headquarters in ('leveland, Ohio, and Richmond,
Va.

I am grateful for this opportunity to appear before your committee
a a representative of a railroad that serves more bituminous-coal
nines than a Iy other road, mines which originate one-eighth of all
bit uinous coal prodltced.

I am speaking for the railroad industry generally in opposition to
the umirestricted importation of foreign residual fuel oil. Our indus-
try supports the amendnents to 1. R. 1, proposed by Senator Neeley
an(l 1W other Senators.

I should like to make it clear at the outset that the Chesapeake &
)hio, as one of the Nation's leading transportation facilities, serving

the. great port of Haml)ton Roads, Va., is definitely not opposed to
foreign tra(le. We have a vital stake in the free flow of commerce,
(ontestic and foreign, iml)ort and export, consistent with the best in-
lerests of the national defense of the country. It is my fervent hope
that the real issue before this committee will not become obcmred.
There is at, stake here much more than an abstract questionn of free
trade.

In speakiiig on this issue-and it is a narrow issue from the view-
point from which we approach it-we have no position on the matter
of free trade or otherwise.

This committee has before it an issue which goes to the very vitals
of the strength of America and its ability to defend itself in time of
c.risis. Although representing railroad interests, it is essentially from
the standpoint of an American citizen that I appear here today, and
not as a solicitor of coal traffic. Certainly all of the railroads 'would
be glad to regain any portion of the much-needed revenues that im-
ported residual fuel oil has taken from them. But the problem has
broader aspects than the condition and needs of the railroads and far
transcends any consideration of self-interest within our industry.

The railroad industiv represents an investment of over $2; billion.
Since 1946, over $9 billion has been spent in improving the plant and
facilities of the railroads. These improvements have been made de-
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spite the fact that the railroad industry has been able to realize the
extremely meager return of only 4 percent on invested capital in re-
cent years. In 1954, the second most prosperous year for industry
since the war, the railroads' return was only 3.28 percent.

The railroads are essential to both the national economy and the
national defense. In World War II-as an indication of the impor-
tance of railroads and the extent of reliance upon rails versus any
other form of transportation-the railroads handled 90 percent of all
military freight, 97 percent of all organized military travel, and 87
percent of the total increase in all intercity traffic.

Notwithstanding the essentiality of the railroad plant, the Govern-
mnent permits foreign residual oil to be dumped on the eastern sea-
board, displacing coal and thereby impairing the adequacy of the
railroad system.

I repeat, our discussions are confined to that point, the adequacy
of the railroad system and its effect upon the national defense.

This practice is permitted in full knowledge of the past experience
that import oil dries up in a national crisis. At the same time the
Government demands that railroad facilities be kept in a high" state
of efficiency to cope with a possible war emergency. The Defense
Transport Administration has, in recent years, urged the railroad
industry to increase the freight-car fleet by at least 100,000 cars. Yet
in the winter of 1954 an average of :36,600 coal cars were stored, in
serviceable condition, on railroad sidetracks, an idle investment of
some $220 million, plus a substantial unused capacity in roadway and
terminal facilities for handling coal.

Unless these facilities and equipment are utilized, it is elementary
economics that they will not long be maintained. The railroads, un-
der present conditions, cannot continue to maintain on a standby basis
a vast portion of their coal-carrying capacity, so sorely needed in
times of emergency. The erosion caused is a double-edged sword
thrust at the two basic industries so vital to victory in war. The coal
market is lost; railroad equipment is unused; so both contract and
are weakened instead of strengthened.

The railroads handled approximately 85 million tons of coal in
1948 destined for consumption in eastern seaboard territory. In 1953,
they handled only 56 million tons into that market, down a third.
Jlnported residual fuel oil consumed in this same territory that year
was equivalent to 32 million tons of coal. Thus, the loss of coal about
equaled the amount of imported residual oil. The revenue loss to
the railroads approximates $85 million a year. Unless the flooding of
these markets with foreign residual oil is curtailed, the traffic loss may
be even greater and even more disastrous to the railroads than that
now suffered. If I may refer to the prece(ling witness' testimony, it
is evident that the present calculations point to such an increase in rail
traffic loss.

The three Pocahontas railroads (the Norfolk & Western, the Vir-
ginian, ail the C. & 0.) originate a quarter of all the bituminous
coal produced in the Nation, that is, we serve muines that originate
that tomnmage. They have invested well over half a billion dollars
in railroad facilities and equipment designed and built for the trans-
portation of coal through Hampton Roads ports. This tidewater-
coal tonnage is particularly vulnerable to the unfair competition of
foreign residual. In 1948 in aggregate of 17,873,626 net tons moved
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from Hiamption Roads to markets along the eastern seaboard. By
1954 this tonnage had declined to 7,301,590 net tons. This diversion
has been from coal to an imported fuel which is a waste product, sold
at any price that will capture the market.

Again referring to the previous witness' testimony, I was interested
in one thing especially. When you hear the name of a big customer
that you once had and now has been lost, of course you perk up your
ears. I refer to Boston Edison Co. I remember that for many, many
years one of the large coal operations on the Chesapeake & Ohio in
West Virginia supplied most of the coal tonnage through Hampton
Roads to the Boston Edison Co. The operator produced something
over 4 million tons of coal a year and always made pretty good money.
I remember that the witness said that the Boston Edison Co. in 1948
used 448,000 tons of coal. In 1953 that company used 1,400 tons of
coal, down from 448,000, although at the present time by reason of
the natural expansion in the power business, the company is using
residual fuel oil equivalent about 1 million tons of coal, whereas no
actual coal is going into that Boston Edison plant at the present time.

Referring also to the coal company that used to supply this ton-
nage to the Boston Edison Co., that company, I know, last year had
a very stibstantial reduction in coal production and, instead of making
a profit in the seven-figure mark, lost over a million dollars in opera-
tions in 1954.

The huge loss of coal tonnage on the eastern seaboard has caused
a severe impact upon employment, on railroad labor, upon employ-
meit, on coal-mining labor, and particularly in the large coal-produc-
ing States within the Pocahontas region. For example, in West Vir-
ginia, having the largest bituminous production, 40 percent of all
wages and salaries paid in recent years were to employees of coal
coml)anies and to railroad workers who move coal. In those States
having such a huge stake in the coal industry, any decline in coal
productionli has immediate and serious effect on the internal economy.

I would like to refer particularly to another factor that hasn't
been brought out very often. The coal-producing capacity of the area
served by the three Pocahontas lines is of critical importance to the
national defense. This area has the largest reserves and supplies a
great amount of the metallurgical coal that goes into the making of
steel. WVar means steel and steel means coal-and a lot of it. When
the capacity of the mines in the Pocahontas area is impaired, the
availability of this steel-plant coal is affected, as well as the trans-
portation facilities to handle it. The disastrous effects which will
follow are only too clear when it is considered that there is no sub-
stitute for metallurgical coal in the making of steel.

This Nation knows too well from its bitter experience in World
War II that it cannot look to import oil for fuel supplies in time of
war. I)omestic sources will have to furnish that supply. It takes
precious time, much too long and costly in delay, to reopen and
reactivate mines that have been forced down by reason of the invasion
of this dump product that has penetrated inland markets as far as
100 miles from the eastern seaboard and which in 1953 displaced 32
million tons of coal.

In time of war the flow of import oil abruptly stops. The supply
of foreign oil failed almost entirely in the first full year of World War
II. In such an emergency it would be impossible to acquire new rail-
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road facilities to take the place of those eliminated by the diversion to
residual oil. Railroad locomotives, cars, and other transportation
facilities cannot be provided overnight. It would take many months,
running into years, to construct and acquire those facilities which
would be necessary. The railroads cannot operate on a standby basis.
The facilities must be used, must be allowed to be productive, or they
will not be available.

I have an abiding faith in the future of coal and railroads, provided
that the operators and the carriers are permitted to live and breathe
under policies that are designed to make America strong. Such
strength is the very objective of our foreign-trade program. But that
objective is defeated when the importation of foreign residual fuel
oil is permitted to imperil the capacity of these vital links in the chain
of national security-coal, rails, and steel.

I should like to emphasize that what we are talking about is not a
product which is sold in this country under fair competitive practices
and one which fills a domestic need. It is, instead, a waste product
which is the result of a refining process that American refiners have
declared to be economically unsound. The proceeds from its sale at
any price is velvet. The sole criterion in establishing price is what-
ever it takes to undercut coal.

Any concept of free trade that will make for a strong America must
be predicated upon the considerations of fair play and fair competition
that govern our domestic commerce. It is essential that in our foreign
commerce, as in our domestic trade, there be recognition of the divid-
ing line between fair and unfair competition; and the need for that
recognition is doubly acute in this instance where the very security of
our Nation is involved.

The railroad industry is not asking for special favors or special
treatment. It is fully cognizant of the necessity for trade, the neces-
sity for strengthening the economic status of our allies, and for doing
everything which may be required to preserve our democratic way of
life. There must be, however, a reasonable balancing of the equities
between our foreign goals and the maintenance of a sound domestic
economy. In the final analysis, strong industry at home is our princi-
pal, and certainly our last, line of defense which cannot be maintained
without a healthy coal and railroad industry.

Thank you very much, gentlemen, for your patience, and I sincerely
hope and believe that you will consider this presentation from the
narrow viewpoint in which it has been submitted to you ; namely, that
of national defense.

Senator CARLSON. Senator Millikin?
Senator MILLIKIN. Thank you very much.
Senator CARLSON. Senator Martin?
Senator MARTIN. Just one question. Hasn't the fact that the rail-

roads are now using diesel oil eliminated the use of a large tonnage of
coal ?

Mr. Tuony. Yes, sir.
Senator MARTIN. No further questions.
Mr. Tuonr-. May I add one word. Mr. Senator, for clarification and

for distinction, that we are referring here in our testimony to a foreign
product-

Senator MARTIN. I understand that.
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Mr. Tuoiiy. This is diesel oil to which you refer for the use of the
diesel locomotives. The entire supply of that comes from this country,
and not from a foreign source.

Senator MARTIN. Part of it would come from refining imported oil;
wouldn't it .

Mr. Tuony. I don't know how much, Mr. Senator.
Senator MARTIN. There is over a million barrels of oil imported a

year, and, of course, a great amount of that lands on the eastern sea-
board, and is refined in the Delaware Valley.

Senator MALON'E. A million barrels a day.
Senator MAIrIiN. I mean a million barrels a day. Wouldn't a lot

of that be refined €
Ali". TroiIy. I would think so.
Senator MAIRrIN. You understand I am fully in sympathy with you,

but I think we ought to have all of those things in the record. I think
the railroads made quite an advance when they started to use diesel
fuel, although I am frank to say I was sorry it had to come about.

Mr. TroilY. Mr. Senator, I was a coal man myself, before getting
into the railroads; you weren't and couldn't have been as sorry as I
was to swing over. But it was economically impossible to operate
the railroad any other way. While my colleagues in the coal industry
knight not agree with nie in this liarticular statement, I can say to
you that, in liy judgment, while dieselization has been in one way
directly adveise to the coal companies, the coal companies would
otherwise he paying higher freight rates than they are today-high
as they allege they are-if we were not burning diesel oil.

Senator (C'nLUs, )N. Senator Malone
Senator MA.LO/1,NE. Mr. Tuohy, you are president of the Chesapeake

& Ohio Railhoad, aren't you
Mr. Tuoiiy. Yes, sir.
Senator MAIANE. You cannot operate your road profitably withoutthe coal freight that you have customarily had

Mr. Tuoiiy. That is correct, sir.
Senator MALONE. have you studied transportation problems in gen-

eral to the point where you know that there are other railroads in the
United States in the same situation in regard to other types of freight ?

Mr. Tuou-. I am speaking for the railroads generally, Mr. Sena-
tor, and I have studied as a general thing the traffic trends of those
other railroads, and when I )resent the stand that I have, I am reason-
ably sure that I am presenting almost a hundred percent, if not a
hundred Iercent, the position of the railroad industry.

Senator M O.oNE. I will put the question in just a little different
way. If there are other railroads, carriers in the Nation that are in
the sante position that you are in, through the deletion of the freight,
regardless of whether it is coal or minerals or some other type of
freight on account of imports into this country, and a change in the
industrial meap, then you would be in favor of those roads getting the
same consi(leration.

Mr. Ti',ltx-. So far as imports of oil are concerned.
Senator MrALN. I am trying to tell you, as I have others in special

industries, when they come in here and ask for relief themselves, who
say. yes, we are for free trade, but we must be taken care of, that it is
a little narrow viewpoint, if I might say so. If you are the only
railroad in the United States that is hurt by this shift, in the remaking
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of the industrial map that I tried to explain to Mr. Hoffman this
morning, which he finally decided he was for if it employed more
men elsewhere, which he thought it would, more even than are un-
employed in the fields where the imports took the product. I am try-
ing to ask you now a simple question. You haven't studied these
other railroads, from your answer, but if there are other carriers in
the United States that have their investment and are necessary or
at least are usable, and were used in war for carrying freight, carry-
ing soldiers, and carrying war equipment, and by virtue of this
remaking of the industrial map, they have lost the necessary freight,
maybe not alone from oil, but from some other products, do you
think they ought to have the same treatment?

Mr. Tuoivy. Mr. Senator, I have tried to narrow the issue in my
presentation.

Senator MALONE. You have narrowed it. That is what I am try-
ing to tell you.

Mr. TUOHY. I am placing my exhibit exclusively on the basis of
what it does to national defense.

Senator MALONE. And what it does on one product in one area.
Mr. TuoHY. No, Mr. Senator. I would say it does more in one

area than it may do in other areas. I hope I have not given an erro-
neous impression. Whei I selected three railroads and referred to the
metallurgical coal in the Pocahontas railroads' area, I simply meant
to pick out one particular point, an important one to me, first, because
I know more about it than I know about others, and, secondly, because
I know that area comes into a situation which affects other industries,
as evidenced in the past. The steel companies look to the Pocahontas
area for additional metallurgical coal when they need it. To my mind
it is vital to have that elasticity, to have that metallurgical coal in
that particular area, to supply to the steel mills in times of emergency.

There are other railroads, such as the Pennsylvania and the New
York Central and the B. & 0. and the L. & N. Those large railroads,
I would submit, are substantially hurt in an adverse way by the im-
portation of residual oil, and I am speaking here for them. Probably
the residual oil would not affect the M. K. & T. Railroad. I don't
know. But I simply state that it is a matter of degree. I am looking
at it from the standpoint of the railroad industry, and the need for
it to be sound in a wartime economy.

Senator MALONE. I understand exactly what you have done. You
have picked out your own railroad in telling us that you must be in
a good condition to serve the country in time of war, and you cannot
maintain your railroad without the customary freight that you cus-
tonmarily receive from coal. But I ask you a simple question: Do
you think that other railroads or other carriers in other areas that
might be impaired have had their usefulness impaired ? As a matter
of fact, there are records of nivy short-line railroads in the States
going out of business entirely because of this change in freight, and
they sold the rails for scrap.

Mr. TUOHY. That is right.
Senator MALONE. Do you think these roads that are still in existence

that are being impaired because of imports of materials taking the
place of these materials mined in the areas about which I speak, using
the lower wages, a lower cost of material, should also get relief ?
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Mr. Tuoity. Mr. Senator, I am not trying to evade your question.
I will simply state again that what I am talking about is not simply
one railroad's individual problem.

Again, I repeat--and I would like the record to show-that I am
not appearing precisely for one railroad. I am appearing for the rail-
road industry as a whole.

Secondly, I am appearing and talking about a product that is here
today and gone tomorrow. I am saying that the product that we ob-
ject to is a 'product that is vital to this country in a time of war, and
I am saying that by experience we know you cannot get that product
in time of war. That is different from another product such as tooth-
paste or lace which you were talking about before, or many other
things.

I am confining my discussion to a product which is indispensable
and which statesmen and lawyers and government people will concede
without question is indispensable to tlhe successful prosecution of a
war.

Senator MALONE. Did I understand you to say that none of this
residual oil comin(r in would be available in a war?

Mr. TUOHY. Yes, sir, very little of it.
Senator MALl NE. I want you to study that question a little further.

One of the things that we are prone to do is to get out of our field.
Since I have come to the Senate, I have made it a point to study that
particular question, and if you are interested, there is a Senate Report
1627 that might help you materially in your battle, because, generally
speaking, we are on your side. We are for protecting American
industry on the basis of fair and reasonable competition, so that re-
gardless of what is available to this country, it is available only at
that level of cost of productionn in this country. That would satisfy
you, woulhnt it ?.

Mr. Tuoiiy. Yes. I shall be very halpy to read
Senator M5ALONE. I merely mention this as a ide issue. You can

take it if you want to. If you had it on tie basis of fair and reasonable
conpetition, so nothing could (come in under the domestic cost price-
in other words, a duty or tariff which would make up that differential
of cost of production, so you would only be competing with domestic
fuel- that might answer your question in your area.

Mr. TTToIIY. Senator, if I understand your question-and I may be
wrong-if you are saying: Are we satisfied that domestic fuel oil is
going to continue to come in and that our competition as a railroad is
going to be in connection with domestic fuel, I have no opposition. My
point goes back to the objection to the importation of residual fuel for
which there is no bottom in price other than the level of the price of
coal, and takes away in a very important, concentrated area, coal
business that is very much needed by the coal operators and neded by
the railroads in order to maintain an adequate supply of equipment.

Senator MNALNE. I understand you thoroughly, and I don't want
to belabor the question, but you are besieged by this low-cost oil,
because not only the tariff or duty was not raised in accordance with
this differential of cost of production, which the 1930 Tariff Act
specifically says that it must be on that difference in the cost between
this Nation and the chief competitive country-and, of course, that is
not to be used and never has been because it was superseded almost
immediately by the 1934 Trade Agreements Act-but the tariff was
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lowered without any regard to that differential of cost. That is prob-
ably the reason you are being flooded with the oil.

I want to say to you that the greatest military strategists in the
world say the Western Hemisphere industry can be kept operating
and be available to us in the next war, but other nations, across a major
ocean, could not. That is the general thesis of their testimony over
a period of time.

From your testimony, if you are saying you want this quota because
this Venezuelan oil would not, be available in wartime, you are wrong.

Mr. TUOHY. That is what I am saying.
Senator MALONE. I am not a military strategist, but this is the testi-

mony of many military strategists of some note, so it is not something
1 have decided, but you can read the report.

I am trying-and have had that reason as one of the reasons why
1 came to the Senate-to see if there is not some commonsense in all
industry remaining on that principle of fair and reasonable competi-
tion, so that you have a chance of American industry being protected,
so that it is unnecessary for a railroad or any other organization to
come in and make the complaint that you are making, because I didn't
understand you to say this, but I am sure you will say this, that if you
are being superseded from this coal by fuel produced in the United
States, paying American wages and simply underselling you, paying
the same taxes, wages, and everything else, you wouldn't be here, sir.

Mr. TuoHy. That is right, sir.
Senator MALONE. But you are here because there is a product com-

ing in at lower cost that displaces this product and the same fuel can
be produced in this country.

Mr. TUOHy. That is correct.
Senator MALONE. If you studied this situation, I think you would

decide that if this act were not renewed, it goes back to the 1930
Tariff Act, which simply says in so many words that the tariff shall
operate on a principle laid down by Congress. with their own agent,
that they determine the difference in price between the cost of produc-
tion in this country and in the chief competitive country, and recom-
iend that difference to be the tariff. There is no other factor that can

be considered by the Tariff Commission, and then only on facts.
The 1934 Trade Agreements Act opens up worldwide considerations,

s'uch as political international situations like saving some nation from
communism, and under that you can change your duty and do exactly
what has been done, and it caii be done by one mian, not operating under
any direction from Congress at all, and with no check by Congress on
what lie orders to be done. As a matter of fact, we are not impugning
the integrity of this one nian at all, but no one man or no group of
men-I think you will agree with me on this, and you are in the
railroad business-can envisag,'e the entire locking and meshing of the
entire economy of the United States and the economy of the world
and decide on what is good for everybody, and that is what is en-
visaged in this bill.

Therefore, I ask you if you are for the extension of this bill or if you
want to go back to something that puts you on a competitive basis, so
you wouldn't even need to be here.

Mr. TtTonv. Senator, that is the distinct advantage you have in fully
knowing your subject, going back to the 1934 tariff -

Seiiator MALONE. 1930 Tariff Act and the 1934 act.
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Mr. 'TjIoiv. Yes, sir, and I confess ignorance about the specific
plrovisiols of those acts. All I call say to you is that I don't know
precisely how the nIatter should be corrected. I know the conditions
that obtains. I know the vital importance of their correction. I am
highly persnaded that the best corrective suggestion that I have heard
is the one that is contained in Senator Neely's ainendinient.

May I say' to you, Mr. Senator, there are a couple of things yon
mentioned ill voili. colimments. No. 1, yon said I am not familiar with
the rice sito'Itiol, the prices of oil. I may have misun(lerstood you,
]jut I kniow tins, that on the eastern seaboard practically all the large
pieces of blsi ness have been taken away by this residual oil, and the
p prices of that residual oil related in terms of British thermal units for
1 cent is aniyw here from .50 cents to a dollar cheaper than delivered
coal. That is No. 1. I know tile price of oil only to that extent.

You referredI to tile suggestion of fair and reasonable comlpetition.
I al for that all the way. I have enldeavored to suggest what is

('omi g i here o) a spot iiarket, oil a 1)rodulct that was once (hml)e(l in
tle oceai , anml anything that one gets from it is gravy, if you please.
I i la i l the relationship of how they go about and try to conipete
with coal, ally iprice oil the coal. I suggest that is the rankest, unfairest
fype of (olpetitive practice.

The third thing is this. We don't particularly in the coal business
or as a coal carrying railroad like to see domestic oil coming in and
displacing a coal jol), hut I am not here to oppose that form of competi-
tion. I suggest that it has many lower producing costs, and they may
have certain advantages, and the coal l)eople and ourselves are willing
to compete on a fair and e]nitablle basis, but that is a different situa-
tion from \enezuelan oil coining in here and being thrown into these
M markets.

The fourth thing-and I again repeat-is when you take that oil in
times of p)lelty and when we don't need it because widespread uliem-
ploynient exists in two vitally important industries, I say it is wrong,
:and, Senator, 1 (10 believe that the record will show that with the
submarines and all of the other forms of military attack )n the high
eas, that that Venezuelan oil is not an assured supply during a war-

time.
Seaetor MA.LONE-. I will not argue the point with you. I have to

take the word of the military strategists. One of the things that has
alliazed ine even in tliis hearing-and this is 11iY ninth year in the Sell-
ate it seenis impossible, the little that the witnesses know about either
:ct, either the 1930 act or the 1934 act.

Mr. Tuoiiv. I adlmit it.
Senator MALONE. They are evidently so far away from the dog that

lhit then that they dOl't even know what happened to them.
You are in the same situation, and 1 would say it might be very

advantageous to you-and I don't want to advise you in your business,
but you are a railroad company, you must have some young fellow
there who could spend some time in studying these acts, and also you
might read the Constitution of the United States. It is a great docu-
ment. It is article I, section 8, that says that the Congress of the
I United States, the legislative branch, shall regulate foreign commerce,
foreign trade, and shall set the duties, which they now call tariffs.

The 1934 act amended the Constitution of the United States without
referring it to the people and transferred that legislative power to the
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President. Many think it is unconstitutional and a company in West
Virginia, Mr. Neely's hometown by the way, the Morgantown Glass
Co., has sued the Secretary of the Treasury on the unconstitutionality
of the act collecting the wrong duties, the lower duties as set uncon-
stitutionally by the State Department, and on GATT, the General
Agreement on Trades and Tariffs, and many of the people don't know
that these people in Geneva work while we sleep, that they are working
on thousands of these tariffs, and that the products of hundreds-and
I am sure thousands-of these industries are affected in the same
manner that coal is affected. These people have come in here, and
they have little knowledge of the law or the effect of its extension or
what happens if it is not extended, but they have some trick patent
medicine that they want adopted for their own industry, and then
everything will be lovely.

Therefore, by extension of the act, it doesn't make any difference
what it does to any other industry at all, because they think it would
be wonderful to let it go on, but they do want to save their own in-
dustry.

My only suggestion to you is that you find out what this situation
is, the relationship of these two acts, and the position of other in-
dustries, and the condition that they are in.

I might say to you that we furnished taxpayers' money to England
to buy a stockpile of lead and zinc. A few years later, after the war
was over-I was not here when they furnished them the money to do
that-but they released those stockpiles into the United States and
broke the market, because any money at all that they received from
the zinc and lead was profit. So they lowered theprice through those
imports from 16 cents a pound for zinc, for example, down to 10 cents,
and turned about 90 percent of the zinc in the United States into
country rock.

I stayed here until 9 o'clock last night-they were the next to the
last witness. They thought they had a )atent medicine doctrine that
would handle their own industry. Five thousand patent medicines
will be quite a lot of patent medicines, and all these industries will
come in sooner or later and talk like you are talking.

That is my only point with you. It seems to me that people who are
slowly going broke in this country ought to get together on a princi-
ple and maybe the principle is still in the law, if we sat down in the
cool of the evening and gave it a little thought.

Do you have anything to say to that?
Mr. TuoY. Yes, indeed, Mr. Senator.
Let me first tell you that I am only the president of a railroad.
Senator MALONE. I have always looked up to presidents because I

worked for the Rock Island with a shovel. That was in Oklahoma.
I thought the president of a railroad was a great guy.

Mr. Tvoiiy. You are drawing out presumably how little he really
knows, but- it

Senator MALONE. I don't want to be entirely disappointed in him.
I want you to come back to this committee sometime prepared to an-
swer the whole business.

Mr. Tuony. Let me answer, please, Mr. Senator. First of all, we
have men in our railroad, our vice president, general counsel, who,
with due deference to your great knowledge and that of your col-
leagues-
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Senator .MALONE. I have no great knowledge.
Mr. Tu iy. I believe has equal information to what you have on

these particular bills. I simply state that I personally do not know
other than what has appeared in the newspapers and the like, and if
I did knlow these things, God help the Chesapeake & Ohio stockholders.
I have to try to run a railroad the best way I can.

Senator MAIMNE. Isn't it possible to bring this man in?
Mr. Tuoiiy. Just a minute, please. Secondly, I don't mean to be

facetious about it. I resent your suggestion that I read the Con-
stitution. I happened to get a law degree at night, so I think that was
one of the requirements, to know the Constitution. I resent your
implication. I don't know why you bring it up.

Senator MALONE. I am sorry about that. Nobody seems to know
what the Constitution provides.

Mr. Tuoiiy. You are studying it every day.
Senator MALONE. I am not. I memorized it one time when I was in

the 8th grade.
Mr. TIo] -. Another thing, I am a little bit disappointed, sir, that

a member of this committee would by inclusion consider the prob-
lem that I am trying to bring up in a simple way as being 1 of 4,000patent medicines.

Senator MALONE. Well, that is what it is.
Mr. Tvoir. I will let that rest on the record. If what I have said,

the problem that I have stated affecting the very vitals of this country
from a national-defense standpoint, you consider to be a patent-medi-
cine package on the basis of what I have said, sir, I will defer to your
judgment, and I am against you.

Senator MIALONE. I do. You can be against me, but I wish you
would be for the country, no other country.

Mr. Toity. I resent that, too.
Senator ALXmoNE. Go ahead and resent. I like to have you talk

sense in this committee.
Senator (Cmuso,. We appreciate very much your appearance be-

fore this committee and your statement.
Senator MALONE. I want to say I appreciate his appearance here,

too, and if I have said anything to offend him, I do apologize to him.
Mr. Tuoiiy. I accept your apology.
Senator MARTIN. It is a thing we all regret very much. I have

studied tariffs long before I came to the United States Senate. I
made the statement, Mr. Chairman, this morning that the first time
I heard the word "reciprocity" was when it was uttered by William
McKinley when as a boy I went to his home to hear a political speech.
But the thing that worries this committee is that each segment of the
economy of our country comes here, and it wants relief for its particu-
lar segment without giving consideration to the others. That is the
thing that has disappointed me. I have tried to attend as many of
these sessions as I can. I am on another important committee which
requires my attention there. But that is a thing that has worried me
a whole lot.

The thing that has been worrying me about our country is the
selfishness of all of us.

Last Sunday morning, Mr. Chairman, I had the privilege and the
honor of hearing Billy Graham. I wish every American could hear
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that devout man. After going into his sermon, there was nothing
particularly brilliant about his sermon, but we all felt when we left
that service, that what he said to us, that we must all get out of our
system the selfishness, that that was the danger to our country right
now-it wasn't from the hydrogen bomb, it wasn't from great guns,
it wasn't from submarines, but the danger to our country is the selfish-
ness of our people, and this is no criticism of you.

I dropped you a note yesterday appreciating a certain document
that you sent me which I appreciated very much indeed. But the
thing that is worrying me is that each one of us wants certain things
that will be helpful to him selfishly.

What they have to do is to work for the general good of America
because the strength of America, the strength that we can maintain
in our country, I think the peace of the world depends on that, and
I think what Senator Malone-Senator Malone has devoted an enor-
mous amount of time to the study of minerals, our relations with
trade all over the world. He has devoted an enormous amount of
time to it. Senator Malone doesn't intend to be discourteous to any-
one who appears before this committee. But he is trying to bring
out certain facts that we can use when we come to some conclusions
becausewe have a very hard job here, awfully hard job.

I just wanted to make that explanation.
Senator MALONE. Could I say to you again, General, and I want

to say to Mr. Tuohy, that I intend to read this testimony, as I always
do, and if there is anything in it that impinges on your integrity or
loyalty or anything at all, it will be eliminated from the printed
record. I will guarantee you that.

Mr. Touny. Thank you very much.
Senator MALONE. Because it is not my intention. I sat here until

0 o'clock last night listening to the same kind of stories from a dozen
other industries. I will probably sit here until 12 tonight if every-
body deserts me, as they usually do around 6 in the evening.

This 1934 Trade Agreements Act is in my opinion an approach to
destroy the economy of this country and to destroy the workingman
and small investor in this Nation just as the 1933 recognition of Com-
munist Russia was a political approach to destroy this country. The
two run parallel. You had your Hiss and your Harry Dexter White,
one in the Treasury I)epartment and one in the State Department.

And it has just come to the point if you get 3 years extension of
this thing, no matter what amendment you put in it, it doesn't matter
at all, as long as the State I)epartment is in charge of it, as long as
it is away from Congress, you have your General Agreement on Tariffs
and Trade, you have your V. N. Assembly World Trade Association,
you have your International Materials Organization. You can drop
in my office and I will give you that Senate Report 1627. You are in
the hands of 50 or 60 nations. You are the sucker in the poker game.
That is exactly what you have.

Whether you escape from the effect of it or 5 or 6 other people who
have testified here through their amendment escape from the effect
of it, the country is still in the throes of it and will be destroyed.

Mr. TuoHY. Senator Malone and Mr. Chairman and Senator Mar-
tin, I a.) fully appreciative of the sound views you have expressed.
May I say to you, as an American, if you please, that we are encour-
aged to know that there is a body of this character and with the pene-
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trating fo'usling that you give on this intricate and complex subject
and other such subjects.

The reason of my reticence to talk on other industries is not that I
don't have personal ideas about them. It is a recognition that you
have firsthand witnesses who give you the real information. We think
we know ouL own business maybe a little bit better than the other
fellow, and that is the sole purpose of presenting the facts in an ex-
clusive way and not in a broad sense such as you have referred to.

Senator (,.A\iLSotN. Thank you.

STATEMENT OF THOMAS KENNEDY, VICE PRESIDENT, UNITED

MINE WORKERS OF AMERICA

Alr. KnNN nov. Thank you very much.
Senator (>ARLSON. Mr. Kennedy, we are very pleased to have you.

You may rloceed in any way you ('are to, with a prepared statement,
which can be made part of the record, or orally, or whatever way you
(are to (1o.

Mr. KENNE Y. NoW that we have cleared up all this misunderstand-
ing, I guess we can get to work.

I have no l)rel)ared statement. I made a statement to the hIouse
Ways and eails ('onimittee, and I understood that this committee
(i(t jiot want any reletitioii of that testimony.

I night say that I have hald some correspolldence with Mr. Iloffinan,
who appua 'red as it witness here this morning with respect to the last
article that Mr. Iloffman had in one of the American magazines, ill
regard to international trade, and in that article Mr'. loffian wrote it
from a European angle, that lie practically blamed the U'nited States
as the oirly country that was ill Ol)l)ositioni to au equitable interna-
tional trade agreement.

Well, I wrote to Mr. Hoffnanu, pointed out that in the Republic of
WVesterln (Gerhitany, we coull seiid coal in there in competition with coal
linied in W stelu (ernaiiy, but we coldii't get it in because of an
import license.

211r. Holtmaln also in the article said we should bring their goods
here, blity their goods, so that they could have dollars to buy our goods.
That lsn't worked out just like that in Europe.

I know a little about the coal business in Europe. I know a little
about labor in Europe. Belgiun, France, England, Holland, Italy,
and the Scandinavian countries have with American dollars been
biyill- coal from Poland and from Russia. So Mr. Htofl'nian's state-
IIleut that they are using American dollars to buy our products is
completely iii error insofar as coal is concerned. Poland is capable of
exporting niore coal than any other country in Europe. It produces
:bout 100 million tons and call exl)ort from 25 to 30 million tons of
coal. The European countries are buying this coal and buying it with
American dollars. In fact, during the Korean situation, I was in
Swede wmid I found that they were trading Polish coal for Swedish
ir0 ore, and they were taking that ore back into Russia and possibly
using it to make w'ar materials against our soldiers who were then
fighting in Korea.

With respect to the i'hole situation in Europe and its economic
repercussions, I have attended niany international conferences of
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labor in Europe from the free countries, and the last one I attended
we had representation there from Poland and Czechoslovakia.

One of the difficulties in Europe today is this, and they are never
going to get away from it until they increase production and the
purchasing power of the people of Europe, so that they will be able
to buy some of the goods from their industries. They are not able to
do it today, because the wages are not there to buy it. England pos-
sibly has the highest wage scale.

I would say in the mining industry they get about $31 per week.
They are producing about 1 ton, 1.24 tons of coal per day per man,
as against 8 tons in the United States per day per man.

In France and over on the continent, the wages in the mining indus-
try don't run up to $20 a week. How are those people going to buy
anything over there except a mere subsistence living standard?

In these international meetings that I have attended of labor-in
fact, I have been in meetings of the ILO where labor, government,
and industry were concerned, and we have been battling for years to
get them to agree-labor and industry and government in Europe-
for increased productivity, for the creation of new values, and that the
workers participate in that increased productivity to the extent that
their living standards shall be increased, their purchasing power shall
be increased, so they will be able to buy more of the production of those
particular countries.

In my judgment, you are never going to solve the problems of Eu-
rope until that is done. They can't do it today. All this talk about
our money being used to stem the tide of communism in Europe is, in
my judgment, a lot of bunk, because you have not stemmed the tide of
communism in Europe.

I know whereof I speak from attending these meetings that I have
over the past number of years. In France today, I think the Commu-
nist unions really excel in numerical strength the regular or legitimate
unions. In fact, so much so that the French Government appointed
a Communist delegate to the last ILO meeting that I was at in Geneva,
or rather in Dusseldorf.

The question, in my judgment, that should concern us in this coun-
try is to try to protect our own interests first, and if we can give any
help to these other countries in Europe, 0. K.

I attended the first meeting that was held in the United States in
1934 with Secretary Hull when he was making the first reciprocal
trade agreement with Venezuela, and we spent practically the whole
day with him. Secretary Hull was an able and an honest man, but
Secretary Hull or the State Department had no more idea of the eco-
nomic repercussions growing out of those trade agreements than the
man in the moon. The only thing that Secretary Hull was concerned
about-and he told us-was that the making of these trade agreements
would prevent wars.

Well, they didn't prevent wars. World War II blew up in our face.
We have been in trouble ever since.

The State Department, of course, makes the most of these trade
agreements. But I don't know of any department of our Government
that knows less about the economics of the United States than the
State Department.

They are concerned, as Secretary Hull was, in using these trade
agreements to prevent wars and preserve peace. They are very laud-
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able objectives, but I think the first consideration should be to keep
our Nation strong enough so we might be able to resist any aggressor,
and possibly help the allied nations.

Now, of course, this situation has repercussions in practically every
industry in the United States. When the coal industry is adversely
afected, the repercussions are felt in the timber industry, the steel in-
dustry, in the machinery industry, in the explosive industry, and on
the railroads. So that itself has repercussions and creates unemploy-
ment in many other industries, the chemical industry or any other
industry which has its repercussions in coal and railroads, and any
of the other allied industries.

I might say for the benefit of Senator Malone that the United Mine
Workers of America were originally opposed to the reciprocal trade
idea. We are still opposed to it. So far as we are concerned, you
can abolish it tomorrow. But, it is positively necessary, in our judg-
ment, to have some setup, some fair deal setup, to handle these pro -
lems along the lines as suggested by Senator Malone.

We are opposed, in other words, to H. R. 1 because it gives legisla-
tive power to the President, which, in our judgment, belongs to the
Congress.

Whatever type of legislation is enacted with respect to reciprocal
trade, it should have a restriction and a quota system established for
the importation of crude oil, and especially residual oil to the United
States.

I make that observation on the quota basis and support it for this
reason. I remember back in the early thirties, even after these recip-
rocal trade agreements were started, Congressman Boland from Lack-
awanna County in Pennsylvania, whom Senator Martin was ac-
quainted with, lie was the Democratic whip at that time, he had a bill
passed putting a $3 tax on the importation of coal. That coal was
coming in at that time from Indochina, from South Wales, from
England, from Germany and from Russia, not only into the United
States but into Canada.

There was a $3 tax placed on that coal. Well, when the State De-
partment was through with it, the only nation that the tax could be
charged against was Russia. Under favored nation treaties and
clauses, the State Department ruled that it was not operative against
any country with the exception of Russia and, of course, Russia con-
tinned to send its coal into Boston, especially for trade-balance pur-
poses, and as soon as they got a standard price fixed for coal, they
stopped the export of that particular coal to Boston, which happened
to be anthracite coal.

One element that Mr. Hoffman and others who believe evidently
more in Europe than they do in this country with respect to these
international problems, is this: That they practically nationalized all
of the industries in Europe. In England you have the National Coal
Board that operates the coal mines. You have other boards that
operate the power and the transportation systems.

I have in mind-and I have never been able to get it out of riy
mind-that England through its National Coal Board subsidizes a
great many exports. including coal, that goes to other countries.

They recently sent a shipload of coal to Boston from England, and
that coal at the pithead cost $9 a ton, about three times the cost of
American bituminous coal. Yet they shipped it to Boston for sale.
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You cannot tell me that England did not subsidize that shil)ient.
You have over on the Continent, your Schuman plan in operation,
with those 5 or 6 countries over there, affecting coal and steel.

The big problemm over there now is not one of production, as I see
it, and I have talked to the French and I have talked to the Belgians,
only last November, and their problems are social as well as they are
economic. Of the hundred million dollars that the United States
underwrote for the Schuman plan here last year,-the first $25 mil-
lion of that amount is going to build miners homes. They are trying
to move miners from high-cost districts to low-cost districts. The
Schuman plan, in imy judgment, is really the building of a cartel on
the Continent to handle the coal and the steel business.

We were told here by Congress and by the President-and I only
cite this as an example-that when the St. Lawrence seaway was go-
ing to be developed, started to build it, that it would mean more labor
for Americans, it would mean more business for American industry.
Well, 1 was in Canada last October and the authority on the St. Law-
rence let out the first contract for steel. Where do you think it went
to -Not to the united States. Not to Canada. But to Dortnmund, in
West Germany. That is where the first contract went for steel on the
St. Lawrence seaway.

There is one other point that I think this committee should look into
with respect to the importation of fuel from other countries, and that
is the iml)ortation of natural gas from Canada and froin Mexico.

We can compete here in this country with our domestic supply of
energy, such as oil or natural gas or whatever we have, but if we are
going to be flooded with importation of natural gas from Canada
and from Mexico-and there are already applications )ending to bring
it in-we are just going to run into more serious difficulty in the mil-
ing industry with respect to the consumption of coal in the United
States.

By the way, we reducee the cheapest coal in the world, here in the
United States. I don't know that I have much else to add, except to
say this: The coal industry is in bad shape. We needle help. I think
we ought to get a new deal-and I (lon't say that as a Democrat-but
I think we might say a real American deal with respect to the future
of international trade relations.

I think it ought to be set up on the basis of some of the ideas that Sein-
ator Malone suggested here, whether it is the Tarif Commission,
whether it is a new setup, whether Congress gives directives, that is a
matter that is u ) to Congress.

But in my judgment, no trade agreement should be negotiated un-
less it is reported to Congress and receives the approval of Congress.
That is my owvn honest conviction, andl my own honest judgment, and
whatever type of legislation is enacted by this Congress, in my juldg-
ment, vou can help the coal industry more by putting iml)orts on a
Iluota system than you can by a tax or by a tariff.

I am afriid that those governments will subsidize practically all of
their exports, and that includes Venezuela, which is nothing more or
less than a military dictatorshi) that we are supporting and that the
I)cople in Venezuela (o not like us because we are keeping in )ower
a military dictatorship that has denied every right of liberty and inde-
)ei(lene to the people of that nation.



TRADE AGREEMENTS EXTENSION 765

Why we should be concerned about them is beyond me, because to me
they are no different than Russia or any other dictatorship in existence
in the world.

I want to amplify the statement made by Mr. Tuohy and Mr. Buck-
ley. I was on the solid fuels War Advisory Council during World
War II. I disagree with the military, Senator Malone, whether you
do or not, I don't care, but I disagree with them. The inorning after
that, war started, we were oil a coal economy.

We exported that year almost 51) million tools of coal to Europe in
addition to taking care of our own needs in the United States. We
produced between anthracite and bitinimioii over 7()() million toils of
coal that year.

If a war started tomorrow lnorning, the coal industry of the United
States woluhl not be in a l)osition, in lny judgment, to meet those re-
quirements. It is a national defense industry. It had been decreed so
by the President, and by the report of the recent Energies Committee,
and we are certainly not looking after it the way we should, because
we are going to be dependent upon coal in any other emergency, such
-is we have had ill the past.

I don't think I lave anything else to say oii this.
In ily judgment, if we had any sense in the United States on these

loans, and on these reciprocal trade agreements, there is no reason
under the still wiy we couldn't Ibe exporting to 1urope at least 40
million tons of coal a year.

Senator ( 'ARLSON. )o we export coal now, and if so. how much
Mr. KINNEIJY We are exporting to a limited degree, and the coal

that the Government bought recently, it night run about 1 million or
two million toils in the last 3 mlonthis. That doesn't include the coal
we sent to ('allada. I exclude that, blit there is no reason why we
can't do that. Three years ago Mr. Lewis came up with a suggestion,
and we met with the coal operators on it.

We agreed to organize a conpllany for tile llll)(Ose of exporting coal
to Europe, anl Asia. We would carry ou own costs oil operating
the shilps, carry our own insurance. We could put that coal il to
Europe an( into Asia in successful coulpetition with Polish coal or
aily other coal. All we wanted was the Governllent to rive us these
liberty ships they have ill miothballs in New York harbor.

We took it ill) with Presidelnt Trulnall a1d lie seemed agreeable to
tile idea at that time, but 'when it went over to the State Departlent,
that was the end of it. The only reason that we could ever have
assigned was that England woulldno t like it. There is no rellson under
the sun why we ooildii't get that export business, in my judgmenlt, if
we ]had ally se IIse at a111.

(rentlelnen of the colnlnittee, I have been rather rambling in these
sug'oestions and remarks, but I express the hope that out of this will
colle something that will nlean something for the American people
and for American industry, and if we have anything left over, let',
take into consideration countries other than our own.

That is all I have, Mr. Chairman.
Senator (ARLSON. Senator Millikin
Senator MILLIKIN. No questions.
Senator CARLSON. Senator Martin

5!1184 5--pt 2-10



766 TRADE AGREEMENTS EXTENSION

Senator MARTIN. I was very much interested, Governor, in your
statement, that we could produce coal per ton cheaper than any other
country. Do you have those figures that you could send to us, so we
might put them in the record, because that is very interesting to me.
I didn't realize that. I don't doubt but what that is correct.

Mr. KENNEDY. It is true. I can send it to you, Senator.
Senator MARTIN. If you can do that. I don't doubt but what you

say is correct. I am glad to hear it.
I have nothing further.
(The following letter was subsequenty received for the record.)

UNITED MINE WORKERS OF AMERICA,
Washington 5, D. C., March 15,1955.

Senator EDWARD MARTIN,
Senate Office Building, Washington, D. C.

DEAR SENATOR: In response to your request for information concerning the
price of bituminous coal in the United States, I enclose herewith a statement
which gives a list of prices for 1953 and the estimate for 1954.

As I stated in my testimony before your committee, this is the cheapest coal
mined in the world. To give you an example, in England where over 215 million
tons were produced in 1954, the total cost per ton salable was 63s. 5.2d., which
in American money would be $9.03 per ton f.o.b. mines.

In other words the price of English coal is double that of American coal.
The same price factor obtains on the Continent in the mining communities,
all of which is submitted for your information.

With kind regards, I am
Very truly yours,

THoMAs KENNEDY,
Vice President.

The price of bituminous coal has fluctuated from year to year, although it
has remained remarkedly constant for 6 years until 1954 and 1955 when oper-
ators in northern West Virginia reduced the price of steam coal to approximately
$3.80 per ton, f. o. b. the mine. Practically all States followed suit and reduced
the price of steam coal to less than $4 per ton, f. o. b. the mine.

The average price for all coal for 1953 in the following States, f. o. b. the
mine is:
Eastern Kentucky -------------- $5.29 Ohio ------------------------- $3. 78
Western Kentucky ------------- 3.35 Pennsylvania ------------------ 5.53
Illinois ------------------------ 3.95 Virginia-- --------------------- 5.34
Indiana ----------------------- 3.94 West Virginia ----------------- 5.17

These prices include metallurgical coal which is sold for premium prices.
The 1954 preliminary average per ton cost for all coal throughout the coun-

try, f. o. b. the mine, is $4.82.

Senator CARLSON. Senator Malone?
Senator MALONE. Governor I am glad you have been able to put

your material in the record, and I agree with you also when you say that
the dollar shortage--you practically said it-that the dollar shortage
cry was the greatest hoax ever sold to the American public.

Mr. KENNEDY. That is correct.
Senator MALONE. It was a slogan invented by European bankers and

we all swallowed it just like we do the "trade, not aid" and all the rest.
We have lived by these slogans for two decades without sitting down

in the cool of the evening and thinking some of these problems through.
Of course, you are as old as I am. You know that there is no iron-

clad solution to any of these problems. Economic conditions are con-
tinuallv changing, meshing not only with foreign countries and our
own country, ilt industries in this country, so I would say that
there is no cut-and-dried solution to any of these economic problems.



TRADE AGREEMENTS EXTENSION 767

If there were, we would all be rich. There wouldn't be any un-
employment.

Mr. Kennedy, I don't understand that you have ever complained
when your coal business was displaced by any domestic fuel of any
nature that is paying the same wages and taxes and everything that
you pay. I didn't understand that you were complaining about that
at all.

Mr. KENNEDY. We did complain when the railroads went to diesel
oil. We complained very bitterly. I think the railroads made a mis-
take and Mr. Tuohy has had that word from Mr. Lewis and various
others in our organization.

Senator MALONE. I am talking generally-
Mr. KENNEDY. Generally, no.
Senator MALONE. Generally, mistakes are made in any industry in

the United States that develops as we go along. If anyone has been
displaced to a certain extent by another industry that is paying the
same wages, same taxes, and the same cost of doing business generally
speaking, we just take it and go ahead.

Mr. KENNEDY. That is right.
Senator MALONF. But when any of our industries are displaced by

imports from foreign nations that pay less wages and have all of these
saTegu.rds, most of them dictatorial, such as exchange permits, import
permits, manipulation of their currencies, setting a price on their cur-
rency in dollars way above what it would be on the open market, then
we do have a kick coming, do we not?

Mr. KENNEDY. I think so. I put some figures in in the Ways and
Means Committee. It is in this statement with respect to the chemical
industry. W are concerned somewhat because the largest organiza-
tion in tle chemical industry is district 50 of the United Mine Workers,
and I put some figures in there as to relative costs between countries
in Europe and in our country here with respect to wages.

Senator MALONE. I think it would be very helpful if we had it in our
record, if you will read the part that is pertinent.

Mr. KENNEDY. For instance, the ratio of customs collected to value
of imports, United Kingdom, that was 25.6; France, 10.6; Italy, 8.4;
Grermany, 5.3. We collect 5.1.

Senator MALONE. In other words, they collect more customs or
tariffs, a much greater percentage than we do.

Mr. KENNEDY. That is right.
Here are the wages which I can file with the committee, if it is

agreeable.
Senator MILLIKIN (presiding). It is agreeable, so I hope you do file

them.
(The document referred to follows:)

,STATEMENT OF THOMAS KENNEDY, VICE PRESIDENT, UNITED MINE WORKERS OF
AMERICA, IN RE H. R. 1 BEFORE THE COMMITTEE ON WAYS AND MEANS OF THE
HOUSE OF REPRESENTATIVES

My name is Thomas Kennedy, vice president of the United Mine Workers of
America. I live at Hazleton, Pa., and represent the United Mine Workers of
America with respect to this legislation.

The meat of this bill is contained in section (A) starting on page 2 as follows:
The President is authorized:
"(A) To enter into foreign trade agreements with foreign governments or

instrumentalities thereof containing provisions with respect to international
trade, including provisions relating to tariffs, to most-favored-nation standards
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and other standards of nondiscriminatory treatment affecting such trade, to
quantitative import and export restrictions, to customs formalities, and to other
matters relating to such trale designed to promote the purpose of this section
similar to any of the foregoing: Prorided, That, except as authorized by sub-
paragraph (B) of this paragraph, no such provision shall be given effect in the
United States in a manner inconsistent with existing legislation of the United
States."

I am not a lawyer, bill I know a little about legislation and it sees to me
after reading thi section of the bill that Congress is giving to the President
greater powers than have ever been given to any previous President; in fact,
it is my thought that Congress is really abdicating and delegating to the Presi-
dent, legislative authority on this subject, which inherently belongs to Congress
itself. Whenever we clothe the executive branch of Government with authority
to legislate, we are, in my opinion, getting away from the fundamentals of our
form of government, and in my judgment, if this bill is enacted, the State
I)epartment will run the show from here on in with no regard for our own
economic problems affected by international trade. From my personal experi-
ence I know of no department of Government which knows less about economic
affairs in the United States than the State department.

When the first reciprocal-trade agreement was made back in 1934, I was one
of a committee that met with Secretary of State Cordell Hull with reference to
an agreement then under consideration with Venezuela. We talked about the
repercussions on the coal industry that would be briiught about by the importa-
tion and dumping of oil from Venezuela. With all due respect to Secretary Hull
who was an able and honest man, we could not interest him in any of the
economic phases of trade agreements. His only concern seemed to be one of
preventing wars and preserving peace in the world, and lie repeatedly told us
that these trade agreements would prevent wars. Well, they (lid not prevent
wars. World War II blew up in our face and the world ever since has been in
turmoil and trouble bordering upon war.

Our Government is now approaching the subject matter of reciprocal-trade
relations in the belief that by building up industries and production throughout
the world we will be staying tile hand of communism and prevent wars. An-
other purpose tile proponents of tills bill have in nind is virtually free trade.
As one who has attended many international meetings of labor throughout
Europe, it is lily judgment that we have failed in this enterprise of stemming the
tide of communism not only in Europe, but in Asia and in the Latin American
countries.

We are told that if we bny foreign goods it will give those countries from
which we buy, Anerican dollars to purchase our goods. But this is not the
way it works, because these countries shop arounld Europe and buy in the
cheapest markets. With our dollars, France, Italy, Belgium, and the Scandi-
navian countiess have been iluying Polish coal. Ielgium recently concluded a
sales agreement direct with Russia to )uy coal and other coninodities. England
has also purchased coal from some of the countries behind the Iron Curtain.
These facts certainly sweep away the slogan "You buy our gio(is, and we'll buy
yours. It simiuld iette 1elid, -oni take our goods, give us your dollars, and we
will buy where we please in the cheapest countries, even though the goods we
bimy may lIe subsidized by governments.

W'age rates, wa-:g e stainlards, a1nd conditions of the workers in foreig coull-
tries are evidently never taken into consideration b- giiverinlents in arranging
trade agreeients-to illustrate briefly: This Congress in the last session and
in plreviou1s Sessioins was tild by the residentt of the United States, 1)y the State
Ilepartient, and by Armiy engineers that the buihilig of the St. Lawrence seaway
and the bil ding of power projects on the St. Lawirence River wonil aid in Ameri-

l"ii empliom'nelt and great pr((i1-tivity in .\lericil industry and would
result iii greater trad between Canada and the United States. I w-as in Canada
in the early part (olf tober of last year al read I news release in one of the
';nadian papers ho the effect that the first contractt for steel iii connection with

these projects was let. and the steel was not from tile United States nor from
'an:ada, but from I)ortlnund in Western Gernmany, where at this moment the

licleral government if Western (erlna has in effect :1i inmpirt li'eising system
wvh'i.il Ic'events tile imiportltion f foreign goods or 'oinllolities where they
woill compete with like prelucts and ('nunditimies of Western Gernauy.
Under the Schuman pllan, in effect ill 5 or ( counties on the Continent as

affecting coal and steel, that a authority recenlly Iorrowei $10) million, which was
underwritten iy our Govermnent. I was recently :it Ieetings in Paris and
London and dis'ussed this matter with delegates from somme of the countries
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affected, and found out that very little of this Irroney is Ieing used to improve

wage ali( condition standards in the mining industry. The first 25 mliion is

to lie used for building riiners' homes and for transferring miners from high-

cost areas to low-cost areas. Creeping corilnin isnil has not been stopped-and

I know whereof I speak. It sees to me that we are attenipting to build 111p

industry in foreign countries at tile expense of our own industry in the United

States-especially the coal industry.
I wish toi call particular attention to the lunliing of residual oil un the eastern

seabii rd, lriist of which colnes front Venezuela-not a ('ornmmunist dictatorship,

but a military dictatorship, which from the standpoint of freedoin and justice

is just as bad us a Cormmunist dictatorshili. Residual oil last year displayed

over 31i milliiin tolis of American coal. We hlad in tile American coal-iniiing

industry in tie month of December 1954 over 143,0) person unemployed, with

thousands of others working part time. If the dumpling if residual oil were

stopped and laced iion a quota basis, it would imean about 3 weeks extraii

wiirk fior tire coial-riri ning industry. It has been pretty well established as Public

policy that the dilliilnig of comniodities il onr shores is wr)rrg anil in violation n

iif e~ery concept if fairness and equity and yet, the liractice continues lmerrily

along its way. I repeat, we are in favor of a quota systerr being aliliied ti

rPsilnal oil ill nirbi tire same wiay as moist if these countries plrevent the ni-

pirtation of Aireriaan goids and crnmodities Iiy a quota system.
Our State 1Depirtment, which handles mst if imr international trade and

either prolemris, a nd as they would continue to 1i) unler this bill as I have ill-
ilicated, is noit ci merned with the eionicnns in this matter at all. They want ti
bring abouilt the Iprevention if Waris and tile preservation of peace, a very laundable
objective, but they are evidently not iioncerined with the fact that our industries
:alrd iour people should have (lll" i uwn interests first protected iieiarse tire peace
(if tile wi rll in ilry jilgirent. leliers upon tire strength and the greatness of
onrr vii ountry, a irul this cannnoit le accolit p islred iy ruining tile hasii co ial
industry whiht, in tire event of War, nMrust be lelielnlel uon fur energy not only
iii our own country , hut ailsi those of our allies. Surely with all of the states-
inanshi ill this ('Ingress aind this icoimmrrittee, we can lined a better way to pro-
vide full emlryment and stabilization iif our i wn industries, and aid in stn-
bilizing industries if other countries.

Unemployment in the coal industry in the United States affects many other
industries adversely. This is also true of the chemical industry of the United
States-much (if it being based upon the byproducts of coal. District No. 50
-of the United Mitle Workers of America represents most of the unionized em-
ployees in the chemical industry and is the largest labor (organization in the
cheliical industry.

In 1953, there were 608 manufacturers of synthetic organic chemicals in the
United States with a total production of that year of about 20.1 billion pounds.
'Total sales in 1953 (less tars and crudes) were $4 billioni-apprroximately 20
percent of the $19,800 million sales for all chemical and allied products in 19,3.

The coal and chemical industries are interrelated and' as coal is an indispen-
sable source of power, it is also an indispensable raw material source of the
synthetic organic chemical industry. The importation of chemicals, produced
by cheap labor, affects the employment opportunities and standard of living of
the chenrical workers directly and, in turn, the coal miners also. It does not
stop there. It affects the employment opportunities and the living standards of
employees in the vast number of industries where chemicals form an impor-
tant part of the finished product.
To briefly illustrate this point--coal is often called tile black dianiond. The

analogy obtains not only because both consist of carbon but because froni both
we get a rainbow of colors, one from the effect of light and the other from the

action of various chemicals. If we follow through the manifold chemical and
engineering changes that transform coal by the action of many other chemicals
into literally a thousand chemicals which in turn throws a protective mantle
-over many another industry and, of equal importance, over a wise and prudent
scheme of national preparedness and defense.

For example, 1 dollar's worth of such chemicals makes salable $100 worth
of other products. Thus, $60 million to $70 inillion worth of such chemicals
help mightily in the disposal and sale of six to seven billions of dollars worth
of other products entering our modern technical civilization.

To that extent companies in the chemical industry are thus customers and com-
petitors of one another. Chemical provide the essential ingredients that enter
into the manufacture and sales of the countless multitude of other industrial
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products. To a similar extent employees in all of these industries are adversely
affected, some directly, and others in the manner of a chain reaction by the im-
pact of imports of chemicals produced by foreign countries by substantially
cheaper labor and costs.

Last year, the total imports of chemical and allied products was about $259
million. This is a 142 percent increase over the value of such imports in 1949.

Our tariffs on imports are now the lowest in relation to the value of imports
of all the countries of the world.

The ratio of customs collected to the value of imports of the principal countries
on the European Continent, as compared with the United States, is as follows:

Ratio of customs
collected to

Country: value of imports
United Kingdom ---------------------------- 25.6
France -------------------------------------------------------- 10.6
Italy ----------------------------------------------------------- 8.4
Germany ------------------------------------------------------- 5.8
United States --------------------------------------------------- 5. 1

Now let us compare wage rates in the chemical industry of the above European
countries with those in the United States, as follows:

A venage
Average rate,

Country hourly including
rate fringe

benefits

Ita ly .. .... ..... ... .... .... .. .... ... .. .. ..... .. .... .. .. .. .. ..... ..... .... ... ...- $0 .29 $0 .52
G erm an y -------------------------------- ------ ------------------ ---------- -- .33 .50 ,
France .37 .58
England --------------------. 53 ,65
U n cited S tates ----------------------------------------------------------------- 1.98 2.50

Some people may argue that the higher productivity per man-hour or man-day
in the United States should overcome or offset this disparity in wage rates, but
the difference is too great.

It is true that the American worker in the chemical industry produces from
212 to 5 times as many tons of chemicals per man-hour or man-day as his
European counteilart. That vastly superior productivity is not enough to over-
come the wage cost alone. It must also be taken into account our own present
tariff disadvantage plus the ease and facility with which other governments may
adjust the value of their currencies in relation to the value of our own to further
enhance the advantage of their chemicals and other products in our market.

In addition to maintaining employment opportunities at American standards
for the present number of workers in our labor force in the United States, there
are about 1,600,000 young men and women coming of age each year. As our
population continues to increase, the number of young men and women coming
of age will be increasing proportionately.

The number of new additions to our labor force in the United States is now
running about 500,000 per year. As our net population increases, the number
of additions to our labor force will also increase proportionately.

These new additions to our labor force as well as the sixty-five-odd million
in our present labor force must find employment opportunities, at American stand-
ards of wages and incomes, in our own expanding industrial economy.

A brief word about preparedness or national defense: We are now and have
been making vasL expenditures for national defense. While we are doing this,
it would be folly for the United States to adopt a policy authorizing a further
reduction in tariffs that would tend to disable our domestic economy and par-
ticularly our synthetic organic chemical production markets, chemical research
and, in turn, the employment opportunities of our people.

No important segment of our chemical nor of our coal-mining industry call
be put in moth balls and then taken out in full bloom in case of emergency.

Chemical research cannot be put in mothballs to be taken out in case of emer-
gency. Even the tortoise would win that kind of an industrial production race.

The skilled labor that is so vital to the operation and processing of chemical
production and coal mining cannot be diverted to other work or idleness and then
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recalled in case of emergency-that time and technical know-how is only lost
forever.

The military preparedness of our Nation and the nations of the world asso-
ciated with us depends upon the live, active, operating, scientific technical know-
how to more than offset the numerically superior forces that can be arrayed
against us.

Our security is in our economic health-that should be our first consideration.
Proponents of H. R. 1 are evidently not sure that the proposed bill will accom-

plish the result of putting more people to work in the United States, because
they offer to support legislation introduced to provide for industries and unem-
ployed persons attached to those industries which may be adversely affected to
be cared for by increased unemployment compensation, old age pensions and help
for these industries. If reciprocal trade is what they claim it to be, why the
need for such legislation and I might propound this question, where are we
going to move displaced persons where they can find employment when practi-
cally every industry in the Nation is now affected by unemployment and part-time
work?

Industrial plants, for instance those built in Scranton by the people, are only
operating on a part-time basis due to the fact that they cannot get contracts
from the Government because General Motors, the Chrysler Corp. and others are
getting all of the work. How does Congress propose to solve this problem?

I personally suggested to a conference in Pittsburgh several years ago that
unemployment compensation payments should be made for the full period of un-
employment and not for 26 weeks as is now prescribed by law. I would further
suggest that eligibility for pensions should be fixed at 60 years of age, if a
person is unemployed. Regardless of this bill or any other bill, it should be
(lone as a general relief proposition which I think is equitable and just under
the circumstances.

The coal industry is basic to the security of this Nation and basic to the
extent of supplying coal to other nations. It seems to me as an overall propo-
sition that H. R. 1 is not going to solve the problem, and it might be better for
all concerned, if we put some teeth in the present tariff and trade relations pro-
gram and speed it up. We could then require this agency (Tariff Commis-
sion) to make reports to Congress on trade agreements or tariff adjustments
before they become operative. In this way Congress would be preserving its
rights under the Constitution with respect to tariffs, reciprocal trade, or any
other matter relating thereto.

As given to the committee this statement deals particularly in relation to coal
and its allied chemical industries. Other industries related to coal are also af-
fectod such as steel, lumber, explosives, machinery and railroads, and I hope that
ily statement will be given the consideration that is due it before this committee
and the Congress.

Mr. KENNEDY. The average hourly rate of the chemical industry
in Italy is 29 cents an hour. The average rate including fringe bene-
fits is 52.

In Germany it is 33 cents an hour, average hourly rate, and 50 cents
including fringe benefits.

France is 37 cents hourly rate, 58 including the fringes.
England, 53 cents hourly rate, 65 cents including the fringes.
The United States, $1.98 average hourly rate, $2.50 average rate

including fringe benefits.
Senator MALONE. Mr. Kennedy, that is important information and

you may file it, as the Chairman has said, with the committee.
There is no reason if this act is not extended, that the Congress

could not put a quota system on any product they care to take up spe-
cially, like they did sugar, for example, and coal does affect a con-
siderable portion of the economy and probably would be important
enough to do that.

I understood you to say that you are opposed to the extension of the
1934 Trade Agreements Act.

Mr. KENNEDY. I am; yes.



TRADE AGREEMENTS EXTENSION

Senator MALONE. Of course, under the situation as it exists, you
understand that the act, if it is not extended, after midnight of June
12, everything on which there is no trade agreement reverts to the
Tariff Commission which will make its decisions on the basis of differ-
ence in cost. You have never complained when any industry can com-
pete with You on that basis of differential of cost, have you?

Mr. KENNEDY. I think we could get along much better without
it, Senator, if we had some quota system as effecting residual oil.

Senator MALONE. You might need a quota system in addition to it.
Mr. KENNEDY. Yes: that is possible.
Senator MALONE. But that can always be considered by Congress.
I went through some coal mines in Germany in 1947 in the Ruhr.

I was told that the English were in charge of it. They were trying
to increase production. One little incident will show you what they
were trying to do.

I went up to a face there. I had to crawl on my hands and knees for
some distance because it was a new face, and those veins are not as
wide or thick as ours are, maybe about 4 feet on the average.

I saw a new 6-foot coal cutter working. I am not a coal miner. I
have worked in other mines, metal mines, but not in coal mines. So
I have seen the lifts working perfectly, 4 parallel lifts about 1,500
feet down from the surface, back about a half mile, a~ltomatic coal
loaders, thirty-five 31/2-ton cars moving up automatically.

When I got to the face, that was what I wanted to see, and I couldn't
think of any thing that would improve it.

I said to the German shifter-they were lying on their elbows in
the water-it was a wet mine:

"I don't see anything wrong with the mine. Why don't you get
more coal cutters and open uip more faces? That is what we do in the
metal mines when you have the veins spaced."

He said, "We would like to, but the only factories that have been
making the lifts were put on the reparations list."

The propaganda came back to this country that they want to in-
crease the coal production and only about 10 percent of the equipment
factories were going on the reparations list, but they were picking out
the factories without which the coal industry could not operate. Like
a watch manufacturing setup, you take out the machinery that makes
the mainsprings, that may be 1 or 2 percent of the whole machinery,
but you couldn't make any more watches. That was not the only
incident I found.

I went right through it and went into France and into England
and down into Birmingham, an an incident in Birningham might be
interesting for the record.

Sir Ben Smith was in charge of coal production down there, and
this is what lie told me. I sat down with him because 'we were going
into the coal mines there and he was in charge of all of them, and I
just listened, and he said several things.

One thing was that we should continue lending the money on a
lend-lease princilple, expect no repayment at all. I don't remember
the exact language he used. This is from a talk I made on March 4
in the Congressional Record in 1948.

I (lid not say anything. I was obtaining the information which I
wanted. He said further, "You must remember"-I was a long way
from home and perhaps looked a little timid-"that we control in
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the British Empire three-quarters of the raw materials in the world,
and if we have to, we will close down on them."

In other words, if we didn't furnish them money, lie wouldn't let
us get raw materials from Africa and from the Far East and from
other places, just a threat.

Sir Stafford Cripps on the same trip during a long interview told
me bluntly that they intended to nationalize the steel industry, and
they did, right after that, with our money.

Not, going any further into that, I think you are entirely familiar
with the setup.

Mr. KENNEDY. I am.
Senator MALONE. But that is correct, isn't it.
Mr. KENNEDY. That is correct.
Senator M\ALONE. I agree with you that the people of Europe can-

not even buy their own products.
Mr. KENNEDY. That is correct.
Senator MALONE. And with our money they have overbuilt the in-

dustrial production under the annual income of the European coun-
tries. So they have to sell it, someplace else unless they can increase
their own purchasing power some way or other.

Mr. KENNEDY. Yes.
Senator MALONE. I am not advocating any way to increase it, but

Mr. Ford, who is an outstanding free-trader, just like Mr. Hoffman,
has 26 plants outside of this Nation, some of them in Europe, and I
believe and have sai(l he might do a great service to some of those
European countries where his plants are located if lie woke up some
morning and did what his father did 40 years and said, "They can't buy
my Fords at $2.50 a day; $5 a day is the wages from here on," and they
started to sell Fords.

Instead of advocating free trade here to put out of work the coal
miners, the factory workers, the metal miners, the machine-tool
workers, the glassworkers, who buy his Fords, he can do a great service
to that country over there.

Mr. KENNEDY. There is no question, Senator. Take for instance in
(iernany or on the Continent, where they produced 1 ton of coal or
11/ tons of coal per day per man. In order to increase wages and to
increase standards of living, you have to create some new values. You
have to have increased productivity, and out of that increased produc-
tivity, increase your wage rates and improve your standards of living,
and they can buy back the products of this increased productivity.

Senator MALONE. I want to point out for the benefit of this record-
and if you do not agree, I will be happy to have you say so. It may
be that by advocating free trade here, so that by holding down their
wages there and costs of production, that they can compete here, that
if we did tput oi a tariff here between the cost of production, as the
1930 act describes, that the duty shall be at all times representative of
that difference of production, difference of cost of doing business here,
taxes and cost of production, and the cost in the chief competing
country, it may be that we would encourage the very thing that you
are talking about, because they would have no advantage in holding
wages down.

Mr. KENNEDY. That is correct.
Senator MALONE. Under our system it gives them an incentive to

hold wages down.
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Mr. KEN:NEDY. We are really freezing inefficient production.
Senator MALONE. I have said this on the Senate floor at least 5 or 6

times in the last 8 years, so it is nothing new, but I have a conviction
that we are encouraging the very thing that we do not want to incur
here.

Mr. KENNEDY. There is no question about that.
Senator MALONE. I didn't have an opportunity to do much in

France, to talk to many of the unions. In Italy it just happened-
perhaps you can tell me who the Italian leader of the union there is,
the Commnist unions?

Mr. KENNEDY. I don't know the Communist unions, I know the
other fellow.

Senator MALONE. The fellow who took the lead, he told me lie was
going to control Italy in a certain length of time, and he just about
did. le was a very fine leader.

Mr. KENNEDY. Pastore is the head of the legitimate union there.
Senator MALONE. That is not the one-it is the other.

Mr. KENNEDY. You were probably talking to the Commie.
Senator MALONE. I think I was, because I talked -to everybody.

This was in 1947. He was the only powerful one there at that time.
Nevertheless he told me what he was going to do, and they just about
accomplished it.

I agree with you about Mr. Hull. I think Mr. Hull had integrity,
and I do not believe he ever intended to do what has been done in his
name under the 1934 Trade Agreement.

Mr. KENNEDY. I don't think so either.
Senator MALONE. And I agree with you that the State Department

knows less about the economy of this Nation, as a matter of fact, the
economy of any nation, than any department in the Government.

Mr. KENNEDY. I agree with you.
Senator MALONE. As a matter of fact, the whole city of Washington

is notably lacking in common horse-sense when it comes to dealing
with any other nation. I agree with you that the first consideration
is to keep our economy strong.

Mr. KENNEDY. That is right.
Senator MALONE. Not be shaking it up and moving these people

from place to place, as Mr. Hoffman advocated this morning. You
heard him advocate that kind of a setup.

Mr. KENNEDY. I did.
Senator MALONE. As a matter of fact, if lie believes it, I have no

objection to his believing it, but I don't want the people of the United
States to believe that he is influencing Congress into adopting such
a policy. I fully agree with your view that legislative power trans-
ferred to the President is unconstitutional. That is in the court, as
you know. Morgantown Glass Co. in West Virginia.

I hope there is no let-up in that suit, and that the courts give it a
fair trial.

Let's find out just what happens, and let's do it quickly.
I also agree with you that this is the only Nation I have found in

all my travels, and I have been in practically all of them in 1947 and
1948 up to and including 1954-this is about the only Nation that is
not for its own people when it comes to the economy of the Nation.
Every other nation tries to protect its own people.
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Mr. KENNEDY. They do that. We seem to be more concerned about
Europe than we are about our own situation.

Senator MALONE. Mr. Chairman, I appreciate very much the ap-
pearance of Mr. Kennedy here, and I think, Mr. Kennedy, if you just
keep on preaching your philosophy, it is going to win out. One of
these (lays we will take a look at the American economy and we will
get back finally to the Constitution of the United States and to the
pinciple laid down by the Congress il the 1930 Tariff Act. That is a
principle of protection for the Americaii workingman and the small
investor, so that every sectioii of this Nation can be developed just as it
has been for the last hundred years, and get away from this philosophy
.outline(l by Mr. I1offman, especially, aiid inadvertently or unknow-
inglv promoted by some other people, of rearranging the industrial
map. This philosophy has been advocated so that large American in-
vestors may invest in foreign nations, use the low-cost labor there and
under free trade bring the stuff back here to compete with our own
workingmen in an unfair way.

I believe as you do, and I beard you say that you believe in a fair
:ad reasonable and compatible basis, and you do not object to being
thrown out of work if something call throw you out on a fair and
reasonable basis.

Mr. KENNEDY. That is correct.
Senator MALONE. And that is exactly the policy, the principle laid

,(own by Congress when it created the 193o Tariff Commission umler
section 336.

Mr. KENNEDY. That is true, and you take residual oil, in passing,
that oil sold for as low as 2 cents a gallon at one time in New York, in

ie New York harbor.
Well, that is (imipiiig. That is u1i-Americaii. There is nothing

American about it.
Senator MALONE. Thank you. I appreciate your testimony, Mr.

Kennedy.
Senator MILLIKIN. The next witness is Mr. Frank AV. Earnest,

.unior, president of the Anthracite Institute, Wilkes-Barre, Pa.
Mr. EARNEST. Thank you, Mr. Chairman.
Senator [rLLIKIN. You may proceed, Mr. Earnest.

STATEMENT OF FRANK W. EARNEST, JR., PRESIDENT, ANTHRACITE
INSTITUTE

Mr. EARNEST. Xly name is Frank IV. Earnest, Jr. I am a resident
,of Wilkes-Barre, Pa., and president of Anthracite Institute, an or-
ganization representing companies producing two-thirds of the total
anthracite or hard coal.

Over 99 percent of the anthracite produced in the Western Hemi-
sphere comes from an area of 484 square miles in northeastern Penn-
sylvania. Furthermore, approximately 99 percent of the Nation's an-
thracite reserves are located in that same small section of Pennsyl-
vania.

At the average rate of production for the past 2 years. the recover-
able reserves of Pennsylvania anthracite (assuming 50 percent re-
covery) are sufficient for approximately 180 years.
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The anthracite industry respectfully requests that if this committee
recommends an extension of the Trade Agreements Act, it also rec-
ommend the inclusion of an amendment to provide that the total
quantity of crude petroleum and petroleum l)roducts, including resid-
ual fuel oil, which may be imported into the United States in any
calendar quarter of any year, shall not exceed 10 percent of the domes-
tic demand for crude petroleum and petroleum products, including
residual fuel oil, for the corresponding calendar quarter of the previ-
ous year.

In previous testimony before the House Ways and Means Commit-
tee, during its hearings on H. R. 1, I cited. with supporting evidence,
the damage that the unrestricted importation of residual oil is doing
to the anthracite industry. I understand that testimony received by
the House Committee will be analyzed by the staff of this committee.
Accordingly, trusting that this committee will review that testimony
describing the real injury the anthracite industry is suffering, I will
confine my remarks to the exposition of my belief that the question
of the importation of foreign fuel by this Nation is inextricably woven
in with a larger question-the need for a national fuel policy.

I fully realize that it may not be the l)rimary responsibility of this
committee to consider the merit of the establishment of a national
fuels policy. However, it is my firm belief that the Nation is gambling
with its future security by not establishing a sane and prudent way for
using its fuel resources. In the absence of a national fuels policy, this
committee must, inevitably, in considering the merit of unrestricted
oil iml)orts, consider simultaneously, the effect such iml)orts may have
upon all of the Nation's energy resources.

If a national fuels policy were in effect, much of the conflicting
testimony with which this committee is faced would have been
weighed on established and unimpeachable balances.

For example--Tle coal industry says that the 1954 imports of re-
sidual oil totaling the equivalent of 32 million tons of coal and the
additional equivalent of 15 million tons of residual oil refined from
foreign crude-a grand total of 47 million tons of this form of compe-
tition-have been a body blow to coal.

On the other hand, the international oil companies assert that be-
cause this loss of business-47 million tons-by the coal industry has
been less than the loss the coal industry has suffered through the die-
selization of the railroads, the coal industry has not really been hurt
by imported oil.

This reasoning is analogous to saying that a nman being bludgeoned
on the head is not injured by a knife beingg simultaneously stuck into
his back. We raise the question as to who knows best the severity of
a blow-the one who is (elivering it or the one who is receiving it.

Again-currently the international oil companies are saying that
in order to conserve the Nation's oil reserves, oil must he iml)orted.

But the domestic producers say so much oil is being imported as to.
threaten the Nation's productive capacity. In this connection, one
of the Nation's foremost oil autliorities al, the head of a large oil-
producing company testified at the Senate Committee on Interior and
Insular Affairs hearings of Senate Resolution 23) in TMfarch 1951-a

776
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resolution to investigate available fuel reserves and formulate a na-
tional fuel policy of the United States-as follows:

Reserves taken by themselves are not the most important thing, neither in an
emnergen"(y nor in times of lea(e. It is ability to produce.

For instance, if the United States were at war and if we had reserves of, say,
only 20 billions of barrels, which is only two-thirds of what we have now, and if
we needed, say 7 million barrels a day and could produce that, we would bebetter off with1 a producing capacity of 7 million barrels a (lay and relatively
smaller reserves than we would if we had 100 billion barrels and could only pro-duc.e 4 million.

A national fuels policy would also give the answer not only to how
much foreign oil should be imported but also to an important question
that the international oil companies are reluctant to raise-what types
of oil should be imported?

In this connection, it is notable that inconsequential amounts of re-
filed products other than residual oil are imported into this country.
In 1954, only 4.1 percent of total iml)orts consisted of refined products
other than residual oil, including gasoline, while 33.9 percent of the
imports were residual oil. This in the face of the fact that United
States refineries' average yield of refined products other than residual
oil amounts to 82.4 percent of the total with gasoline alone accounting
for 44.9 percent.

It, might le asked that if oil imports are so vital to this country,
why is it that gasollile which accounts for almost half of the demand
for petroleum products in this country is imported in such negligible
amouiits as to ibe only a part of 4.1 percent of the Nation's l)etroleumi
imports. Does it seem logical that the international companies are
iniport ing l)etroleNI I products in accordance with the Nation's needs
or is it possible that the selection of the type of oil to lhe imported is
strictly a matter of commercial advantage to the importer

Another important question that a national fuels policy would
have resolved is "Which type of petroleum products are absolutely
vital to the Nation's economy and security?" ('ertainly the liquid
fuels used for mobile purposes, the gasoline and diesel oil used to pro-
pel the Nation's land, air, and sea vehicles are indispensable. How-
ever, there are many energy re(IIireInents for which petroleum prod-
ucts are not in(lislpensable. Outside of the maritime use of residual
oil, it is difficult to cite another use where it is inispe.sale and where
the j.0 to be done could not lie done as well with coal.

There has been considerable testimony by oil producers and oil
wholesalers that there is not enough residual oil produced in the
U nitedl States to meet the demand. This committee may be surprised
to know that tile coal industry agrees with these statements. However,
what the international oil conIl)anies neglect to -ay is that the demand
in the stationary power and heating fields has been artificially gener-
ated by dump prices for foreign waste material.

Proof of the assertion that this country does not need imported
residual oil is tile fact that practically all of the foreign imports of
residual oil are used in the coastal areas of 11 States on the eastern
seaboard, while the rest of these States and all of the other 37 States
are getting along very nicely without it.

Another phase of a national fuel policy pertinent to the importation
of foreign oil is the question of developing synthesis plants that are
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economically feasible to convert coal to oil. All energy experts seem

to concur that coal must supply an increasing percentage of the Na-

tion's ral)idly accelerating energy demands, in either its natural state

or in synthetic form. As long as cheap foreign oil continues to be

brought into the country, there will be little initiative to develop syh-
thesis oil plants. A national fuel policy would indicate whether it is

in the interest of the country to have the development of such synthesis
plants further (,,l, red by reliance upon foreign oil.

It is my fear, :lidared by many oil, coal, and governmental officials,
that if the use of some and disuse of others of the Nation's energy re-
sources continue along the present pattern, there will be a sad day of
reckoning in the not-too-distant future. There is a crying need for
order to be created out of the existing chaos.

Faced with the unresolved questions that becloud the fuel picture
in this country and the lack of any philosophy regarding the sane and
l)rudent use of the Nation's energy resources, this committee has, in-
deed, a difficult, decision to make with regard to the unrestricted im-
l)orts of petroleum. May I suggest that while waiting for the develop-
ment of a national fuel policy, which presumably would clear up many
of the present uncertainties, a prudent course would be to place some
quantitative restriction on oil imports. Later developments may indi-
cate the desirability of changing the quota figure, but, in the mean-
time, further damage to two of the Nation's basic industries-the dom-
estic oil-producing industry and the coal industry-would be pre-
vented.

In this connection, the February 28 report of the President's Ad-
visory Committee on Energy Supplies and Resources Policy said in
part regarding oil imports:

The Committee believes that if the imports of crude and residual oils should
exceed significantly the respective proportions that these imports of oil bear
to the production of domestic crude oil in 1954, the domestic fuels situation
could be so impaired as to endanger the orderly industrial growth which assures
the military and civilian supplies and reserves that are necessary to the national
defense.

While we do not hold with the Committee's recommendation to
continue imports at the 1954 levels, its report does indicate recognition
of the danger inherent in unrestricted imports of foreign oil.

I feel sure that the questions which have been raised regarding im-
ported oil have been troubling every member of this committee. It
is difficult for me to conceive that after hearing the conflicting testi-
mony, and in the absence of any impartial and scientific program for
energy use and conservation in this country, any individual could be
sure that he was unquestionably right in voting for the continuation of
unrestricted iml)orts of foreign oil.

Therefore, pending the development of a national fuel policy, we
respectfully request that this committee insure that no further irrepar-
able daniage is (lone to the productive capacities of two of the Nation's
basic industries amd energy resources by including, if it recommends
the extension of the Trade Agreements Act, an alnendment placing
a, 10-percent quantitative limit on foreign oil imports.

In making this request, we would invite your attention to a state-
ment epitomizing the importance of a strong coal industry to this
country. "A ton of coal per ton of steel-a pound of coal per kilowatt-
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hour of electricity-there you have the lifeblood of America's indus-
trial might today and tomorrow."

Senator MILLIKIN. Any questions, Senator Martin ?
Senator MARTINT. Your home is Wilkes-Barre?
Mr. EARNEST. Yes, Senator.
Senator MAf.RTIN. I)id you hear the statement of Mr. Hoffman this

utorning?
Ait. EAZNEST. I (lid, sir.
Senator IARTIN. Would you care to comment on it?
Mr. EARNEST. I would be glad to. I listened with great interest to

his remarks about the Committee of One Hundred in Wilkes-Barre-
I happen to be a member of that committee.

Senator MARTIN. I thought you were.Mr'. EArNEST. And I think they have done an outstanding job in

trying to rehabilitate that community because of the drop in coal
tonnage. I (o not have with me the actual amount of new payrolls
that have come into Wilkes-Barre due to their efforts, but whatever
it has been, it has been well worthwhile. I would say it was in the
neighborhood of 5 to 10 million dollars. But I do know that the fig-
ures for the ant hracite industry in that area, the total payroll for the
past 3 yeats, has dropl)e( a total of $50 million, and while it is makingl
progress, in 11o way is it offsetting the loss that the coal industry has
offeredd.

I would like to add that I do not believe iniported oil alone has
atised that decline in the anthracite payroll, but it has contributed

Aubstailtially to it, which is the point I made in my prepared state-
nettt.

I would just like to add this further thought, that I think, with
everything being considered here, we forget the importance-I don't
mean you gentlemen do, but I would like to point out the difference
between a national resource and other items. And that is what I
think all those representing coal and the railroads were representing
today, getting back to the fact that if you further reduce the plroduc-
rive capacity of the coal industry, the railroad industry and the (1o-
tuestic oil industry in this country, it is facing a serious problem in
any niew emergency that might arise.

Senator MILIKIN. Thank yon very much.
The next witness is Mr. WV. I). Johnson. vice president. Order of

Railway ('ondctors of America.

STATEMENT OF W. D. JOHNSON, VICE PRESIDENT, ORDER OF
RAILWAY CONDUCTORS OF AMERICA

Mr. iOtNSON. M v name is W. ). Johnon. I am vice president and
national legislative representative of the Order of Railway Conductors
and Brakemen. I reside in Washington, I). C., and maintain an
office at 1) Independence Avenue SI. The headquarters of the order
is located in ('edar Rapids. Iowa.

I am also authorized to represent the Brotherhood of Locomotive
EI1(ineers and the Brotherhood of Locomotive Firemen and Engine-
men. At this time. I would like to submit, for the record, letters au-
thorizing this representation, signed by Mr. L. V. Byrnes, assistant
grand chief engineer of the B. of L. E.. and Mr. A. Af. Lamplev" vice
president of the 1. of L. F. and E.
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Senator MwLKIN. We would be glad to have that in the record.
(The letters referred to are as follows:)

BRorIIERHOOn OF LOCOMOTIVE ENGINEERS,
Washinton, D. C., Var)ch 7, 1955.

Mr. W. D. JOHNSON,
Viee President, Natiotal Legislative Representative,

Order of Railway Conductors and Brakemen,
IWaslintgton 2',, D. C.

DEAlt BROTHER JOHNSON: This will be your authority to speak for the Brother-
hood of Loconmotive Engineers in connection with H. I. 1, in hearings before the
Senate Finance Committee.

I have read your statement urging that an amendment be adopted by the com-
mittee placing a quota on the importation of foreign residual oil, and our brother-
hood concurs in everything you have said on that subject.

Fraternally yours,
LAWRENCE V. BYRNES, A. G. C. E.-N. L. R.

BROTHERIIOOD OF LoeomOmTIvE FIREMEN AND ENGINEMEN,

1'ashhington, D. (., March 7. 1955.
Mr. W. D. JOHNSON,

Vice Presiden t, National Le'islatiec Represenitatice,
Order of Railway Conductors and Brakemen,

Washington 2j, D. C.
DEAR BROTHER JOIINSON: This will be your authority to speak for the Brother-

hood of Locomotive Firemen and Enginemen in connection with H. R. 1, in hear-
ings before the Senate Finance Committee.

I have read your statement urging that an amendiment be adopted by the
committee placing a quota on the importation of foreign residual oil, and our
brotherhood concurs in everything you have said on that subject.

Best wishes,
Sincerely and fraternally,

A. MN. LAMPLEY.

Mr. JOiiNSON. I appear here to urge upon the members of this com-
inittee adoption of an amendment to H. R. 1 which would provide a
quota limitation on the amount of foreign oil that may be imported
into this country.

In order that I may not presume UplOn the time and patience of
the members of this committee, I should like to call to the committee's
attention and ask their consideration for the rather complete state-
ment which I made on January 31, 1955, before the House Ways and
Means Committee in connection with 1I. R. 1, and which appears on
pages 1556 to 1561, part II, of the report of the hearing of that
committee.

In my statement before the House Ways and Means Committee,
I referred to and quoted from two tables. Table I, which appears
on page 1560 of the report of the hearings of the House Ways and
Means Committee, entitled "Employment trend road passenger,
freight and yard conductors, 1946-54," and table 1I, which appears
on page 1561 of the committee's report of the hearings entitled
"Employment Trend Road Passenger, Freight and Yard Brakemen,
1946-54." In both instances these tables indicated the employment
trend from the years 194C6 to June 1954. The source of these tables is
the statement M-300 of the Interstate Commerce Commission.

At this time I should like to Supplement the information which
is contained in those tables.

780
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In the 6-month period from June 1954 to December 1954, the con-
ductor assignments in all classifications dropped from 44,413 in June
to 43,702 in December-a decline of 711 in that 6-month period. This
increased the total job losses among conductors in all services between
1946 and 1954 to 8,692.

The employment of railroad brakemen in all classes dropped from
100,092 ii -June 1954 to 97,977 in December 1954-or a further reduc-
tion in that 6-month period of 2,116 jobs, making a total reduction in
brakemen employed in all types of service between 1946 and 1945 of
20,219.

I believe it is pertinent at this point to refer to the decrease in all
(lasses of railroad employment as reported by the Interstate Com-
merce Commission in its statement M-300.

In 1952 the total employment on railroads in the United States
was 1,277,395. At the end of 1953, the total was 1,256, 952. And as of
November 1954, the latest date for which official figures are available,
the total employment was 1,080,878, or a reduction in total employment
in the railroad industry between 1952 and 1954 of 196,516.

It is not miy intention to represent to this committee that responsi-
Iility for all of this unemployment is attributable to the increasing
flood of foreign oil which is displacing so much of our coal, particu-
larly in markets along the eastern seaboard. But I do want to impress
upon you that this continually increasing importation of foreign oil
is a major factor in unemployment, particularly among the major
coal-carrying railroads.

In an effort to bring to this committee specific information as to
the magnitude of the impact on coal-carrying railroads by foreign
oil imports, I requested the representatives of our organization on
the Chesapeake & Ohio Railway system, the Norfolk & Western Rail-
road, the Baltimore & Ohio Railroad and the Virginian Railroad to
report to me on the total conductor assignments on their various rail-
roads during a, uniform period from 1947 to 1954.

The report of Mr. R. T. Keller, general chairman of ou omlgrai-
zitmon of the (hesapeake & ()hio Railway systemim, reported that in
1947 the total conductor assignments within his jurisdiction wcre 7!)6.
Whereas in 1954 these assignments had dropped to 530, a redu(ctioll
of 266 assignments.

For the Baltimore & Ohio Railroad, Mr. Clifford Shepherd, gel-
eral chairman omi that road, reports that the total assigmipits ini 1947
were 399 and in 1954 they were 280, a reduction of 119.

In 1947 on the Virginian Railroad, Mr. J. A. Gott, general chair-
man on that railroad, reported 82 total assignments. In 19.54 this
tig ire had dropped to 67. a reduction of 15.

So that in summary, we see that on these 4 major coal-carrying
r;hlroads, conductor assignments dropped from 2,39(; in 1947 to 1,690
in 1954, or a total assignment loss for these 4 railroads of 76.

I should explain that the reference here to conductor assignments
ineans the ordinary traincrew, which at a minimum consists of three
men. Therefore the total number of individuals involved in the loss
of 706 assignments would be 2,118 men.

In my testimony. I have been dealing with unemployment in the
ranks of the conductors and brakemen; however, I would call atten-
tion that the same trend in unemployment which I have pointed out

59884-55-pt. 2-11
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specifically among conductors and brakemen, also prevails as to the
engineers and firemen, for whom I am also authorized to speak.

As if the level of unemployment in the railroad industry was not
bad enough on the basis of the figures I have given, it is alarming to
note that the unemployment trend is increasing, on the basis of un-
official reports which we have for the early part of 1955.

Something must be done to correct this situation in such a basic
industry as the railroads, which are so vitally essential to our domestic
economy and national security.

We recognize and appreciate that foreign trade is necessary to our
economic well-being. However, we are convinced that such foreign
trade should not be permitted to such an extent, or in those areas,
where it results in detriment to American industry and workers.
There certainly should be some reasonable and just middle ground
upon which to expand our foreign trade, for the benefit of our citi-
zens generally, without disrupting the jobs and the livelihood of hun-
dreds of thousands of American workers and their families.

It is in this tenor that we suggest to this committee, if you desire
to render some assistance and help to the railroad workers of America
who are now out of jobs, and whose families are suffering because of
this unemployment, one step that you can take in the solution of this
overall problem would be to adopt an amendment to H. R. 1, now
before your committee, which would provide that imports of foreign
oil, including residual fuel oil, should be limited to 10 percent of the
total domestic demand in the corresponding quarter of the previous
year.

We believe that this proposal contained in the amendment to H. R.
1, introduced in the Senate on March 4 by 17 Senators, is a reason-
able one and would do much to relieve the serious situation that exists
today in the coal and railroad industries, as well as in the domestic
petroleum industry.

The solution is one that will benefit those affected industries with-
out seriously handicapping other groups engaged in commerce with
foreign nations.

We respectfully request and urge that this committee give serious
consideration, and, we hope, approval to the amendment to which I
previously referred.

I thank the committee for its patient and considerate attention.
The CHAIRMAN. Thank you very much, Mr. Johnson.
Any questions .
Senator MILL.IK1N. NO qiie-!tiois.
Senator MARTIN. No questions.
Senator 1 j ON . Mr. J,,hnoion, I ami glad to see you again.
Mr. JonNS()N. I am glad to see you, Senator.
Senator MALONE,. As I iiderst and it. you are for a quota on tle im-

pr tation of oil b-cause the imports have simlpy resulted in a diminu-
tion of freight on the railroads which has, in turn, resulted in unemn-
ployment.

MNr. Jo,-HNsOx. That is- right, sin
Senator MAkLONE. Now, are you for extension of the 1934 Trade

Agreements Act?
Mr. JoHNsON. I realize, Senuator, that we c:' not exist :- a r eat

nation without some form of trade agreements-they are absolutely
necessary; but, in my judgment, when the tine comes that we trade
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to the extent that it reflects detrimentally to American industries and
brings about unemployment such as we have in our country today,
something should be done about it, some kind of an agreement, some
kind of all understanding, whatever will produce the desired results,
in order to protect American industries and American workers. That
is all we ask for.

Senator MALONE. Mr. Johnson, I presume you are not only interested
ill the employment of railway conductors and brakemen but you
are concerned generally with the American people in industry that
develops the whole country.

Mr. JOINsON. I am absolutely interested-mv whole life has been
devoted to the railroad industry and, naturally, I am interested in the
welfare of all American workers, all American people. I think that
is the only way I could be a good American.

Senator MALONE. I think you are. And I have watched your oper-
ations for a long time.

Following that a little further. You heard Mr. Hoffman testify
this morning. I have great respect for any man who will stand up and
say what his convictions are, regardless of whether I agree with them.
What I want him to do is stand up and say what they are and how
they will operate.

Mr. Hoffman testified this morning-1 only use his name because
he is one outstanding man who is for all of this business, and I think
lie has cmsiderable influence. Mr. Hoffman said that he was for
this act, and if it results in some unemployment in some places, he
thinks it will result in even more employment in other areas, and the
consumers are entitled to tile cheaper product. What do you say
about that .

Mr. JOHNSON. I cannot go along with that thought. While I
all not -oinig to put myself up against Mr. Hoffman, because le was
placed in the position, over a period of years, where he could get a
deeper insight into the overall subject matter-he spent a good many

years abroad, aiid I recognize his ability-I think lie is a very capable
man, but, to(lay. Senator if you are going to bring about an increase
in emt)loyment on the (,hesalpeake & Ohio Railroad and by the same
token decrease ellil)oyinenlt on the Pennsylvania Railroad, you are not
doing any good as an overall proposition. But perhaps 1,y bringing
about an adjustment such as we are asking for here, that might preserve
some of the employment on both railroads. And I think a limitation
on this product, better known as residual oil, will have just that effect.

Senator MALONE. Of course, Mr. Johnson, you know that I agree
wx ith yor- general thesis, it is merely a matter of ways and means.

Now, I do not understand that you have ever objected to unemploy-
ment whenever that unemployment, whether it is in your organization,
or some other organization, is brought about by fair and reasonable
competition, and it is a domestic product that pays the same wages
and taxes and all other emoluments that you have to pay, or the com-
panies that you represent have to pay. I have never understood you
objecting to that.

Mr. JOHNsoN. We never have. That is just a normal happening in
the railroad industry as well as in other industries.

Senator MALONE. That is the way they move, from the horses to the
buggies, and the buggies to the automobiles, and automobiles to trucks,
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and we might not like some of it sometimes because of habit, but we
do not object to it because it is progress. That is right; isn't it?

Mr. JOHNSON. Well, it is progress-we do object a little bit to some
of the means of competitive transportation, Senator, because we feel
that some of it is just a little bit unfair. Now, if you give us an even
break in the railroad industry, and if we cannot meet our competitors
from a transportation standpoint, we just do not have any right being
in business. But I fear in many instances-you know, it is not only
residual oil that is nipping at us, but trucks, buses, airplanes, pipelines,
and just a lot of other things are-

Senator MALONE. You might have some objection to Congress sub-
sidizing some of your opposition?

Mr. JoHNsO.N. Well, if they are going to subsidize one, they ought to
subsidize all. I think we could use a little subsidy, too.

Senator MALONE. I agree with you that you ought to have an even
break with other transportation, and if there is not an even break, there
would be another hearing. But my object here is to bring out that you
have never objected to any fuel displacing fuel on your railroads that
is produced, paying the same wages and taxes, produced under the
same conditions of doing business as the domestic producers?

Mr. JOHNSON. No, sir; we are not going to oppose any move that is
fair and reasonable.

Senator MALONE. I find that some of the witnesses-I do not think
you are one of them, however-are so far away from the dog that bit
them that they forget what we are doing and what would be done if we
did not extend this act. I think you do understand that if it is not ex-
tended that the world does not come to an end. What we do is to revert
to an agent of Congress, created and given orders and a principle as to
how to conduct competition. And that is the United States Tariff
Commission. The 1930 act, which was never used, by the way, because
it was almost immediately Sul)erseded by the 1934 Trade Agree-
inents Act, put the power to do this thing in the hands of the Execu-
tive. The power now lies in the State Department mostly, which is do-
ing the job, taking in the factors of the overall economy of this Nation
and other factors, including the political situation abroad, saving allies
from communism, and a lot of other things. Some of us believe the
way to save people from communism is to take care of our own people,
too, to the extent of fair and reasonable competition. That is about
what you are talking about; isn't it?

Mr. JOHNSON. That is right.
Senator MALONE. Well, if this act were not extended, then, I minute

after midnight on June 12 of this year it reverts-all duties, and arti-
cles on which there is no trade agreement, revert to the Tariff Commis-
sion on the basis of fair and reasonable competition, where they have
only 1 order from the Congress of the United States. And that is very
plain, they determine the difference, the cost of production of an arti-
cle here and a similar or like article in a foreign nation, the chief corn-
petitive nation-that is the phrase they use there-and recommend
that to be the tariff. If there is adequate agreemenlt on this residual
oil so that that would remain in effect even after June 12 or until the
President should serve notice of cancellation, then in 6 months it reverts
to the Tariff Commission on the same basis.

Now, if that were done and we were on that basis and any oil com-
ing into this country coming in on a fair and reasonable competitive
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basis with domestic oil-which means it does not come in except when

it is needed-would you object to that method of handling the situa-

tion?
Mr. JoHNsoN. Senator, in reply to that question, I do not know

too much about tariffs-
Senator MALONE. That is all right. We will pass that question.
Mr. JOHNSON. I will say this: I think it is the duty of our Govern-

ment to do everything that they possibly can to protect American in-
dustries and American employment; whatever is the best way to do
that will have to be determined. And I will go a little further. I think
that is the duty of the government of all foreign countries, and I am
inclined to believe that they will do just that. And that causes me to
make the statement that I made, that I think we should do it here.
That does not mean that we do not want to be neighborly; that does
not mean that we do not want to help these other countries rehabilitate
themselves, and so on and so forth; but I feel, Mr. Senator, that our
first obligation is to our country and to our people.

Senator -MALONE. I agree with you, Mr. Johnson, and that is the
reason 1 believe you are here today, for the sole objective that if we are
going to extend this act, is to in some way amend it so your people will
not be put out of work by a product that is produced in a foreign
nation under such conditions that, it can undersell a like product here.
That is your objective, isn't it?

Mr. J1INSOX. That is right.
I might say right there, Senator, I think perhaps we would be better

off if we would just give those people so much money and tell them
to keep their products.

Selator MALONE. We generally give them money anyway. I don't
know that we have given any money to Venezuela. 'Maybe they are an
exception. I generally agree with you. When you dig into this market
that is the basis of your income, you are playing with your life, and
I think we are playing with our lives right now.

Now, you are particularly interested in your rate of employment.
You are aware, of course, that a similar situation exists in other areas
of the country on other products that have been depleted and the
freight has diminished.

Mr. JOHNSON. We know that; but we feel, Senator, that with our
army of railroad employees-it is true we make pretty good wages,
and I think the railroad man desires to live in keeping with American
standards, maintaining his home, and we know full well that if we
have full employment on the railroads and our wages remain as they
are, through our purchasing power, naturally, we help employees in
other industries.

Senator MALONE. Well, there is not any question about that, Mr.
Johnson. And it happens that three transcontinental railroads run
through my State, the Western Pacific, the Union Pacific, and the
Southern Pacific-all good railroads. Now, the matter of railroads is
settled in another manner. Congress has set up a method of doing
that, and unless Congress takes up that question and changes a princi-
ple, we must assume that the wages are based on the principle as set
up by Congress or by the organization created by Congress.

So, I am not talking about the wages; I am talking about the situa-
tion that you are discussing, but in other areas. So, you would think
that in other areas where industries have been depleted or destroyed
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and the trade on the railroads adjacent, of course, depleted to that
extent, that relief should be afforded there in the same or another
manner that might be effective?

Mr. JOHNsON. I think that is our final obligation, Senator.
Senator MALONE. There are mining camps now and glassware and

pottery works that are seriously depleted, and unemployment is
rampant in those towns. And it is coming into other industries like
the heavy industries. You may have heard testimony yesterday from
Westinghouse that they are seriously injured through underbidding
by foreign nations due to the low cost labor.

Now, do you believe that those industries should have relief in an
effective manner?

Mr. JOH-NsON. They should be protected in every possible way.
Senator MALONE. Now, the way Congress laid down the principle

in section 336 of the 1930 Tariff Act, which has never been utilized on
account of being substituted by the 1934 Trade Agreements Act, is on
the basis of fair and reasonable competition. In other words, there
is only one order from Congress to the Tariff Commission, and that is
to determine the differentiation of the cost of this particular item here
and the chief competitive nation on that product. And you are not
complaining whenever that obtains, if it comes in on the same basis
as the product that you are manufacturing and displaces you-that
would be another thing.

Mr. JOHNSON. If that had been followed, we would not be here
today, Senator.

Senator MALONE. I do not think you would. I do not think the
time of this committee and the time of Congress would be taken up
by determining how we can best remake the industrial map of the
United States of America, in my opinion that was not the intention
originally, in the passage of the act. and what I believe about it is on the
record many ways. I could say that I believe it could be called a
conspiracy, to destroy the American workingman and the small in-
vestor. If the major investor can go beyond the oceans to other
nations where labor is cheap and conditions better fitted for his own
particular setup and manufacture the equipment and product and
send it back here. I think it will utterly destroy the workingman of
America and the small investor. And I think it would mean in
the long run taking lower wages to meet that competition and writing
off the investment or going out of that particular business. That is
exactly what it seems to me, and has seemed for the 20 years, 2 decades,
it has been in effect.

Mr. JOHNSON. As I said a mniute ago, Senator, I am not well enough
posted on tariffs and reciprocal agreements to answer questions as
they should be answered, but I am of the opinion that if there had
been more consideration shown for American industry and the Ameri-
can worker back over the past two decades we would be much happier
today in the railroad industry-and I am satified that Senator Martin
would be much happier in his State so far as the coal industry is con-
cerned. And I sincerely hope that this committee will do something to
try to correct the wrong that, in my judgment, has been inflicted on
two very basic industries, coal and the railroads.

Senator MALONE. I join with you in that hope, Mr. Johnson.
That is all. Mr. Chairman.
The CHAIRMAN. Thank you very much, Mr. Johnson.

786
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Mr. JOHNSON. Thank you, Mr. Chairman and members of the
committee.

Senator MARTIN. Mr. Chairman, I want to introduce you to Mr.
Maule, who represents the mushroom industry. And the mushroom
industry of the United States started in his part of Pennsylvania.

The CHAIR IAN. I am glad to meet you, Mr. Maule.

STATEMENT OF WALTER W. MAULE, SECRETARY, MUSHR001
GROWERS COOPERATIVE ASSOCIATION, KENNETT SQUARE, PA.

Mr. MAULE. Mr. Chairman and members of the Finance Committee.
When I recently appeared before the Ways and Means Committee,
the final 1954 import figures on canned mushrooms were not available.
The Department of Commerce has recently supplied these statistics,
see page 4-

Senator MALONE. Page 4 of your own statement?
Mr. MAITLE. Yes, sir.
The CHAIRMAN. Do you want to put it in the record?
Mr. MA\ULE. Yes, if you please.
'[he CHAIRMAN. Without objection, it will be placed in the record.
(The figures referred to are as follows:)

Canned mushroom tariff rates

1922 act --------------------- 45 percent ad valorem.
1930 act --------------------- 45 percent ad valorem plus 10 cents per pound.
1936 trade agreement ---------- 25 percent ad valorem plus S cents per pound.
1948 GATT ------------------- 15 percent ad valorem plus 5 cents per pound.
1951 GATT ------------------ 121/2 percent ad valorum plus 4 cents per pound.

Imports of canned mushrooms'

All countries France only
Year Pud

Pounds Dollars Value per Pounds Dollars Value per
pound pound

19050 .... 317, 037 200, 285 $0 594?5 2111, 6,29 144.972 $0 554
1951 ---------------- 432,951 256, 973 .59354 3t,.,85 I 204, 130 .5609
1 -52 .. ..... . .... .. 955, 070 570, 261 19708 7 S 027 [ 429, 02 .454

19M-53 . --------- 1, 718. 319 959. 444 .558.3 1, 579, 713 841,652 5327
1054 .... .... ..... ....... 2,572, 195 1,372,026 9.5334 2, 458, 900 1, 2 ,36 .5247

(Source- U S Department of Commerce and U. S. Tatif Commision. Values per pound calculated

from Government statistics

NOTF.-Main supplier of canned mushroom Inports: 1953, France, 92 percent; 1954, France. 96 percent.

Mr. MAULE. The statistics show that from 1950 to 1954 the imports
of canned mushrooms into the United States have increased almost
800 percent. The 1954 imports accounted for about 20 percent of all
canned nmushrooms sold in the United States. The competition from
abroad has created a chaotic condition in the American mushroom in-
dustry which has been reflected in a lowered price to the farmers and
has forced a reduction in the current domestic pack, due to heavy un-
sold inventories in the warehouses of the canners.

As a result of three successive tariff reductions, made under the
Trade Agreements Act of 1934, the present rate of duty is now less than
half that provided in the 1922 law. Canned mushroom imports in
1929, under a tariff rate more than twice that now in effect, amounted
to 7,845,000 pounds. These imports exceeded the 1954 imports by
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more than 300 percent. We make this statement to illustrate from
past statistics the potential capacity of foreign producers to recapture
the United States market.

It is quite plain to domestic producers that, because of the rapidly
increasing importation of canned mushrooms, unless relief is granted,
our United States mushroom industry will rapidly deteriorate. The
$50 million invested capital and the 15,000 jobs of those employed in
the United States mushroom industry are in jeopardy because of the
failure of those policymakers administering the Reciprocal Trade
Treaty Act to recognize the needs of the domestic industry.

The mushroom industry is probably the smallest segment of Ameri-
can business to make a direct appeal to the Congress for relief from
the hardships imposed by the workings of the Trade Treaty Act. We
represent but a minor part in the great American economy, and that
part largely localized in Pennsylvania, Delaware, Maryland, and New
York, where at least 80 percent of America's mushrooms are grown.
However, in appealing to you for amendments to the existing law, we
surely bespeak the need for protection on the part of many other
minor American industries.

The American mushroom industry was developed under a protective
tariff and expanded because of economic dislocations in Europe dur-
ing and following World War II. The recovery in Europe, particu-
larly in France, which country is the source of most of the imported
canned mushrooms, now threatens to seriously damage our domestic
industry unless relief is provided through congressional action.

The mushroom industry stands alone insofar as any form of gov-
ernmental assistance is concerned. We have no price support, nor
surplus removal program, nor are we asking for such. We are aware
that it is the announced policy of our Government that, agricultural
products are entitled to parity prices in the marketplace. While
parity prices for mushrooms have never been officially prepared, yet,
using the Department of Agriculture formula for such calculation, we
arrive at a price of 44 cents per pound. Due to the impact of im-
ported canned mushrooms in steadily increasing quantities and at
progressively lower prices, the domestic grower is today receiving but
23.3 cents per pound from the canners. This is just slightly more than
50 percent of parity.

After 20 years' operation of the Trade Agreements Act, during
which the tariff on canned mushrooms has been three times reduced,
we are convinced that those administering the act are totally unsympa-
thetic to the needs of the domestic industry. To us it appears highly
unfair that only those crops coming under a domestic farm price-sup-
port program shall be protected by laws which restrict imports.
Surely all segments of American endeavor are entitled to equal treat-
ment by our Government. Since equal treatment has been regularly
denied, we appeal to you to amend the bill now under consideration, by
giving the United States Tariff Commission power to adjust rates of
duty to preserve American businesses and protect American labor.

The CHAIRMAN. Thank you very much, Mr. Maule.
Any questions?
Senator MARTIN. I think he has made a very fine statement, and

I have no questions to ask.
Senator MALONE. How many are employed in this industry? Do

you have any estimates?
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Mr. MAPLE. About 15,000 persons.
Senator MARTIN. He stated that in his statement, Senator.
Senator MAISNE. Then, it is, as you describe it, a typical industry

Such as springs u l) in the United States whenever the citizens, under
the existing conditions, think they have a chance to make a go of it.

Mr. MAULE. Well, it requires a rather considerable capital invest-
nlent with which to enter the business.

Senator MALONE. If it is a principle laid down by Congress, certain
protection afforded by the Tariff Commission on the principle of fair
and reasonable competition, you feel very confident in making the in-
vestment.

Mr. M.\uL.. That is right.
Senator MAL0NE. But, as I get your testimony, when you are sub-

ject to the whim of one man for the State Department or any official
that does not have to be checked by Congress, you do not feel quite so
confident

Mr. M.\tiL. We feel that we have been totally mistreated, Senator
Malone.

Senator MALONE. Are you opposed to the extension of this act?
Mr. MAULE. If our business and other businesses are going to be

lnistreated in the future under an extension of the Reciprocal Trade
Treaty Act, I think it should not be reenacted.

Senator N[ANE. Of course, we have no way of knowing how the
future will treat the industry, but we (1o have the record. And, of
course, the only reason that any of us, at least I, can see for having
the act ill the first place-

Mr. MAPIE. At the top of page 4, Senator Malone, you will notice
what has happened to our tariff rates. I mentioned it when I was
before the Ways and Means Committee. I believe that probably no
other segment of American endeavor has been treated or mistreated as
as our mushroom industry has been mistreated. We have had our
tariff reduced three times.

Senator MA.'rIrN. I might call your attention to this: From 1922
to 1951 it has been reduced from 45 to 121/ 2 .

Mr. MAULE. Plus 4 cents a pound.
Senator M[ARTIN. Yes, it is down to 4 cents a pound.
Mr. MAULE. Since 1930 there have been three reductions alone in

that schedule.
Senator MALoNr. I notice that; and I have only one point of dis-

agreement with your whole statement, and that is'when you say that
I1o other industries have been treated as bad. There are probably a
hundred industries that have been treated in exactly the same way,
and they get the same relative treatment, but not at the moment quite
so bad. But I would ask you: I think you understand this situation
and you understand what happened when there was even a 5-percent
reduction in duty. If the duty is correct in the first instance, if it
recommends that difference in cost between production in this Nation
on this particular item and in the chief competitive Nation-which
I see is France in this case-if the duty is proper and represents that
differential then the Tariff Commission is very capable and efficient
at determining whether any reduction of 5 percent will make you re-
duce your labor cost or your investment to a point to meet it or go out
of business.
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Mr. MAULE. It has made us reduce our selling prices. As of today,
we have a chaotic condition. Canned mushrooms are being sold at
considerably less than a fair cost price.

Senator MALONE. Well, canned meat is coming in here under prac-
tically free trade from all over the world; that is, most of it from
Australia and other nations where the cost is so much below what it is
here that you can hardly make a comparison, and we have had prepara-
tion for war, with many of our boys in the Army, and the Government
purchases have so far held it up in pretty good shape, at least around
20 cents on the hoof for cow meat, and it was considerably higher than
that, and many people have gone broke; but there are many still in the
business and it has caused a lot of hardships. Even that price cannot
be substantiated and cannot be held if we were not buying substantial
amounts for the Army and for Government use. So, there are many
other industries, without going into detail-the mineral industry the
crockery industry, the glass industry-you may have noticed one glass-
ware company has served the Secretary of the Treasury for collecting
unlawful duties on account of the alleged unconstitutionality of the
act.

Now, you know the mushroom industry can come in as a friend of
the court and have their deposition taken and try to get this thing
settled, and my own opinion is-and there is no use voicing it, because
it is in the courts now-and my own opinion is that we will find an un-
constitutional transfer of constitutional responsibility of Congress of
setting duties-which amounts to a tax on imports-to the President
of the United States.

Mr. MAuLE. We will be very happy if such a finding is made.
Senator MALONE. Well, I might say that you might come right in as

a friend of the court, because now it is in the courts, and it should be
settled.

Mr. MAuLE. I might state that we have appeared each time when a
publication took place that mushrooms were to be considered for a
tariff change. No agency of Government has ever come to us in a
sincere way to find out the situation involved in the industry. They.
have gone to Torquay; they have gone to Geneva and other places, but
as far as our segment of American endeavor is concerned, they have
never made a study of it to find out what change should be made.

Senator MARTIN. How long have you been an officer of the associa-
tion?

Mr. MAULE. Senator Martin, we started our organization in 1925,
and I have been the executive officer of it continuously since.

Senator MARTIN. The reason I am bringing it up, of course, you are
the one, or one of the men, indeed, who ought to be consulted, because
you have got the knowledge.

Mr. EMAuLE. 1 do not want to be unf air to the executive department,
but I insist they have never made any research as to factual informa-
tion.

Senator MALONE. How many members do you have in your asso-
ciation?

Mr. MAULE. About 250.
Senator MALONE. The State Department probably does not know

you are in the business.
Mr. MAuLE. Yes, they do. I have not failed to appear in each of the

reciprocal trade treaty hearings, and I first appeared before this corn-
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mittee in 1929, and I have been appearing regularly before govern-
mental agencies, not only congressional committees but administra-
tive agencies, on behalf of different phases of the industry.

Senator MALONE. I think, until the 1930 act-your testimony was
listened to apparently by the Tariff Commission or whoever heard
you, and you had a tariff that kept you in business.

Mr. MATLE. The late Senator Smoot, Senator Watson, and Senator
Shortridge were extremely sympathetic.

Senator MALONE. They had a principle. We have abandoned the
principle of fair and reasonable competition, the principle laid down
for the Tariff Commission in the 1930 Tariff Act-a basis of fair and
reasonable competition. They have nothing that they can consider
except the difference in cost of production in our country and the
chief competitive country which, in this cabe, would be France. They
must recommend that to be the tariff. That is the law. And now, it
was stl)erseded by the 1934 Trade Agreements Act which takes in
'political (on iderations, a consiideration that might strengthen the
relationship of agriculture and industry and all the rest of it by re-
making the industrial map of the United States-it may be the entire
economy, they would judge, would be strengthened by allowing mush-
rooms to come in here. at 121/ percent ad valorern and you going
out of bisilie-s and having to fiuirnish employment through some other
segment, because with these dollars that the imported mushrooms
would bring France they could l)uv other products. Now, you have
heard that argument. What do you think of it?

Mr. MAULE. It does not impress me as being a sound argument.
Senator MALONE. Well, it doesn't impress me either. But the vote

has been so overwhelming in Congress in extending this act-and the
act has not changed for 21 years-it is now before us to extend that
act with an additional 15 percent reduction possible, and for 3 years.
Now, I take it Aon are against the extension of the act.

Mr. MI kl-LE. ITnalterably opposed to it.
Senator MALONE. Now, you understand that all of these-I call

them trick organizations-these organizations that are springing up
all over the world like GATT, General Agreements on Trade and
Tariffs of Geneva, the United Nations have several organizations they
have organized for world trade, the International Trade Organiza-
tion, the International Materials Conference created by the State De-
partment-all these organizations are organized to sit down with all
the markets in the world in a pot, and ours is practically all of the
good marilets in the world, but ours are thrown in and divided on a
basis of entitlements for consumption-whatever that means-I could
only interpret it according to population, including China and India
and the European nations, and all that. Now, do you understand that
all these trick organizations fall on their face and they are not effec-
tive if we withdraw our market from the pot-and we do automati-
cally withdraw them from the pot if we do not extend this act, that is,
we have started a chain of circumstances that could stop all this funny
business. You understand that?

Mr. MAULE. Yes, I do.
Senator MALONE. Now, we have occupied-I have likened it sev-

eral times to the position of a sucker in a poker game. There is a
game framed up in pretty nearly any town when a man comes in with
an excess amount of money and gets a drink or two and thinks he is
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a pretty good poker player, but after they set up the game it does not
work if he does not sit down, because he has got the only money. And
that is the way it is in this international racket.

Mr. MAULE. I think the act was maladministered to start with and

then they created this extra legal creature called GATT that is still
more damaging than the original act. That has never been approved.
I believe they are now going to offer the structural features of it to the
Congress for approval.

Senator MALONE. Well. you know that the GATT organization
representatives from every nation have been working in Geneva for
some time now and are just waiting for this extension to continue their
division of the markets.

Mr. MAULE. Here is our brief in opposition to the Reciprocal Trade
Treaty on canned mushrooms. Here is a copy of our brief on dried
mushrooms in a proposed treaty with Japan.

Senator MALONE. Could we have that filed-not to appear in the
record, but for information?

Mr. MAULE. I would be glad to submit copies to you gentlemen.
Senator MALONE. For the record-
Mr. MAULF. For the printed record?
Senator MALONE. No. just to be filed as an exhibit.
Mr. MALE. Yes.
Senator MALONE. And then would you mail me copies of it?
Mr. MAULE. I would be glad to.
Senator MALONE. Now, I do not think they are any more nnsympa-

thetic with your industry than they are with any other industry that
has been practically ruined or that is on the way to ruin. But Con-
gress gave the Executive-and many of us think it is the State De-
partment-the power to consider the economy of the entire United
States, the association of the industries in the country, the different
industries. agricultural, minerals, etc., and they also consider the
political situation in Europe or any part of the world in the division
of our markets with them. In other words, the act itself apparently
contemplates giving away part of our markets. And that is exactly
what it is doing. Some, like Mr. Hoffman this morning, think it is a
very fine thing, to remake the industrial mal)-lie did not like my
expression, but that is what it does. If you go out of the mushroom
business, lie thinks it will create eml)loyment, even more than you
have in the mushroom business. What do you think of that ?

Mr. MAITLE. His testimony was quite comparable to that of the
former Assistant Secretary of State Will Clayton who -suggested
that owners and employees of minor industries that could not sur-
vive competition be retrained and sent to Detroit to build automo-
biles.

Senator MALONE. What do you think of that ?
Mr. MAULE. I am unalterably opposed to it.
Senator MALONE. You are just an ordinary citizen, the same as

the rest of us, trying to get along. That is what I was until I came
here. and I am not doing very well here.

Mr. MAULE. That is an unreasonable approach as far as families
are concerned in our area. And I am sure it would be true in all
areas of the United States. They do not wish to pull up stakes and
move somewhere else.
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Senator MALOXE. Didn't Lincoln say one time-and he was quite a
I'residet-"We want a tariff developed on this basis, to develop the
whole countiv alike, that is, to give every section of the country a
ch dance to develop". Isn't that the sense of what he said?

Mr. M.AULE. 1 am not familiar with that particular statement, but I
agree with it.

Senator MALONE. There was a lot of common sense mixed up in
that gentleman, but there is very little left in Washington now. I do
not believe that the back country west of the Hudson River would have
developed at all if we had had the administration that started this
act in power at that time. We traded the producing industry-
this is just one of them-for a bunch of waterfront brokers that take
an oveiride on everything that goes through the ports either way.
And we think that is'good lousiness.

Mr. MAULE. Senator Malone, it is very, very unfortunate for the
A merican public that the big city press has gone practically free
trade.

Senator MALONE. I guess that applies to the New York Times and
the Herald-Tribune ani Time Magazine

Mr. Mt LE. And the Philadelphia papers.
Senator MALONE. I said, over here in an address before the Univer-

sit.• Club:
Under this act we simply have traded the producing industries of this Nationfor a bumh if waterfront brokers. And you have built these office buildings

over here so high that when yol h1k out you can see Europe and Asia, hut
not these little llaCes around the Iludsoi River.
And I Understood they were very told to my address along toward the
last. But I was glad to have an ol)portunity to tell them.

Speaking as temporary chairman of this committee, I appreciateyour yp)e of citizen coming before this committee and simply telling
then, what y'ou think, without stuttering or backing up, because you
pay the taxes, or at least you did, and will if von are still in business,
:1nd I think, as I have said before, that this is ai approach comparable
to tile political al)proach of the recognition of Communist In-sia in
198, . to destroy this country by a political approach, and this is an
:li)proach Inl 1 954 to destroy the workingiiiall of this Nation and
the small investor, just like yourself, and it is doing it. And I d1o
not know or understand how a congress s can kee ) a thing of this kindgoing, and, further, I do not understand why the people of this Na-
tion, if they umnlerstand it, don't make themselves heard. Do you
understand why the industries do not make themselves heard instead
of just calling in here and asking for something that will preserve
their industry another year Why don't they come out and speak
their inilids '

Mr. MALLE. I rather think that the slogan which I believe was
coined in England, "Trade, not aid"-I think that was of English
coinage-t

Senator MALONE. Yes ; by Mr. Butler, Chancellor of the Exchequer.
Mr. MAULE. I think that phrase has practically neutralized the

minds of people in the big city press, because, to restate my olserva-
tion, they are practically free traders. The only place you can get any
local press publicity is in the small communities where an industry
such as our mushroom industry is concentrated. As you well know,
we can get publicity there, but the big city press does not take it up.
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Senator MALONE. Of course, down in Washington we only read
big city papers.

Now, how would you suggest that the people of this country might
be informed of just exactly what was going on? Of course, I fear
for Washington if they did certainly know what was going on, the
full import of it, but I think it is time that they understood it. Would
you have any suggestions as to how we might inform them?

Mr. MAULE. I think speeches on the floor of the United States Sen-
ate in favor of protecting the American investments at home would
be helpful.

Senator MALONE. I made one last Monday, on February 28. It
missed most of the newspapers, so it would have to be distributed
some other way.

Mr. MAULE. Well, it is rather futile, in other words, to secure space
in the news channels, either by radio or the printed word.

Senator MALONE. In other words, we are so far away from doing
that, that we just forgot what happened, and now we have this thing
and we just think we have to ride with it; isn't that it-that is, the
way the average man looks a it?

Mr. MAULE. I would hate to admit that that is the situation at the
present time. As to the answer, I am not qualified to give you the
answer.

Senator MALONE. There is one way this can be done-as a matter
of fact, it is being done-and that is that the people of this Nation
like yourself will come in as friends of the court-hundreds of them
in each State-in this suit, and when the depositions are taken the
people will know what is roing on. There has to be some way of
making news out of it. If it is not news, if we are destroying the
economy of this country, destroying our ability to defend ourselves
and riding on our fat, as we have been doing for 21 years through
emergencies and through preparations for war with every President
that we have had pounding at war to raise the devil--and we still
are--what kind of an economy do we have? I think the only way
I can see that the people of this Nation will be informed is by men
just like you in every small community in the United States of
America, getting up on your hind legs and coming in as friends of
the court in this case, or doing like you have done, coming before
the committee. Somebody has got to print some of what you say
undoubtedly.

I appreciate your coming here.
Do you have any questions?
Senator MARTIN. No.
Thank you very much.
Senator MALONE. Thank you very much.
Mr. Yntema, Jr., National Association of Green House Vegetable

Growers.

STATEMENT OF HESSEL E. YNTEMA, JR., REPRESENTING THE NA-
TIONAL ASSOCIATION OF GREEN HOUSE VEGETABLE GROWERS,
CLEVELAND, OHIO

Mr. YNTEMA. Mr. Chairman, my name is Hessel E. Yntema, Jr.
I am a member of the law firm of Clinton M. Hester, suite 432, Shore-
ham Building, this city, which firm represents the National Asso-
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elation of Green House Vegetable Growers with headquarters in
Cleveland, Ohio. I am here today to speak in behalf of that group
on HI. R. 1.

The association is in favor of a quota system for Cuban and Mexican
imports of fresh cucumbers and tomatoes. It has been and is being
seriously injured by excessive imports of fresh tomatoes and cucum-
bers from Cuba and Mexico.

The industry I am speaking for today is not small. Not only do
the many greenhouses throughout the country represent a sizable
investment but they also do a large volume of business.

There are over 1,050 greenhouses in 40 States. Incidentally, there
are greenhouses in 12 of the 14 States represented on this committee.

Senator MALAONE. In what States are they?
Not as represented on this committee but represented in your

business.
Mr. YN'rjAt.. If it please the chairman, I will submit that later.
Senator MALoNE. I think we should have it now. This committee

ought to be interested in it, and I think the Senate itself ought to be
interested in it.

Mr. YNTEMA. The States are: Arkansas, Arizona, California, Con-
necticut, Colorado, Delaware, Florida, Georgia, Idaho, Illinois,
Indiana, Iowa, Kanisas, Kentucky, Louisiana, Maine, Massachusetts,
Michigan, Mimilnsota, Missouri, Montana, Nebraska, New Hampshire,
New Jersey, New York, North Carolina, North Dakato, Ohio, Okla-
homa, Oregon, Pennsylvania, Rhode Island, South Carolina, South
I)akota, Temessee, Texas, Utah, Vermont, Virginia, West Vi rginia,
Washington, and Wisconsin.

Senator M,IOm. Now, what does this contain ? Does it contain
the names of the growers in these States?

Mr. YNTEM t. Yes, sir, this is a list of over 1,050 of them.
Senator MALONE. You may, if you wish, submit it for the record,

as part of your statement.
Mr. YX''EMA. This was supplied by the president of the :ls -oc:l-

tion, and I will provide a copy.
Senator MALONE. You can present it from the inforinltiou (f the

committee, and at your request it will be returned to you.
Senator MALt NE. Go ahead.
Mr. YNrEMA. The industry directly employs about 50,000 people

and many more thousands are indirectly employed in such allied fields
as the coal, fertilizer, shipping container, and transportation indus-
tries. All these furnish services and raw materials necessary to pro-
duce greenhouse vegetables. Estimating there are 31/2 persons in
each family in this country, 175,000 people are directly dependent
upon the industry. Indirectly, many hundred thousands more per-
sons are also affected.

It is estimated that, all the greenhouses in this country are worth
$500 million to(lay. They produce about $100 million worth of fresh
vegetables a year. The industry annually grows well in excess of
150 million pounds of fresh tomatoes, 60 million pounds of fimsh
cucumbers, and 50 million pounds of leaf lettuce. However, in this
hearing, we are only interested in tomatoes and cucumbers since im-
ports of lettuce do not affect us.

The greenhouse grower is a farmer. He is a very important factor
in the American economy-
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Senator MALONE. Let me ask you at this point: You say you are
not interested in the other vegetables. Is there any likelihood that

you might become interested at some future time?
Mr. YNTEMA. Certainly, sir. I believe that the chief reason now is

that there is not too much in the way of lettuce imports coming in now.

Senator MALONE. How many of these vegetables are there?
Mr. YNTEMVA. They grow tomatoes, cucumbers, leaf lettuce, bibb

lettuce, and radishes. Those are the major ones.
Senator MALONE. Is there any other place this material can be im-

ported at a profit the way things stand now?
Mr. YNTE-MA. Well, the way things are now, just the tomatoes and

cucumbers coming in.
Senator MALONE. I mean, could they ?
Mr. YNTEMA. They could very well, eventually.
Senator MALONE. Did you say that you were for the extension of

this act? Did I so understand you to say?
Mr. YNTEMTA. No, sir. What we actually want to do is to amend

the act.
Senator MALONE. You have some amendment to save your industry

like everybody else.
Mr. YNTEMA. Yes, sir.
Senator MALONE. How do you think this act would be if we took

5,000 amendments to save every product?
Mr. YNTEMA. It would be very long.
Senator MALONE. Don't you think it would be better to arrive at

some principle?
Mr. YNITAA. Yes, sir.
Senator MALONE. You understand, if you do not extend the act you

are going back to the principle of fair and reasonable competition?
Mr. YNTEF-A. Yes, sir.
Senator MALONE. Why are you for the extension of the act?
Mrl. YNTEMIA. The association believes that in view of the past his-

tory of the act, it very possibly will be extended again.
Senator MIALONE. In other words, you do not think you could do

anything by appearing before Congress in opposition to it?
Mr. YNTEM,]A. We would like to appear in opposition, but if it must

be passed
Senator MALONE. If you could stop it, would you?
Mr. YNTEMTA. Yes.
Senator MALONE. That is what I think is the matter with the in-

(listry of this Nation, it has lost its guts; they come before a com-
mittee and walk easy because they think nothing can be done.

You ire a taxpayer, aren't you?
Mr. YNTEATA. Yes, sir.
Senator MALONE. Your people are all taxpayers?
Mr. YNTEIA. Yes, sir.
Senator MALONE. They are in how many States?
Mr. YNrEMA. 40.
Senator MA LoNE. Don't you think it would have some effect if they

all got up on their hind legs and said, "We are opposed to a thing
that is driving us out of business?"

Mr. YNTEMA. Yes, I certainly would think so. They have ap-
peared before the various committees of Congress.
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Senator MAL N. Where do you get this reciprocal business? Do
you get it out of the act?

Mr. YrT1ENA. Yes. That is supl)osed to be part of the act.
Senator MALONE. Did you ever read it?
Mr. NTE-MA. I have tried to, sir.
Senator iAALONE. Did you find the words "reciprocal trade" in the

act ?
Mr. YNTJEMIA. No, sir.
Senator MALONE. 1)o you have any idea where that phrase orig-

mated
Mr. XNTEMA. I presume it to be just a common name given to the

act.
Senator MALONE. The London bankers in 1934 or thereabouts coined

that slogan just like their Mr. Butler coined the slogan "Trade, not
aid," as ('hancellor of the Exchequer in England-he coined that in
London. And now people are mouthing that phrase; they do not
know where it came from or what it means, but, we have lived with the
logan for two decades. I)on't you think it is time we read some of

those bills
Mr. YNTEMtA%. Yes, sir.
Senator MALONE. And speak our minds about it?
You can't be worse off, can you?
Mr. YN'r.i.x. No, sir. But still if the bill must-if the extension

must be-
Senator M.ALONE. Why don't you go ahead and speak your mind and

,ay you do not want to extend it, but if it is extended it is certainly
going to have to be amended?

Is that what you mean
Mr. YN'1EMA.' Yes.
Senator MALONE. You understand if it is not extended you revert to

a tariff act which is exactly what you are trying to tell the chairman
there, that the tariff or duty, as the Constitution calls it, would be
computed on the basis of the difference in the cost of production here
of your particular product and the cost in the chief competing nation ?
Would that suit you?

Mll'. YN'rEMA. Yes.
Senator MAL o. Now, you would be on the way to that princil)he

laid down by Congress where the Tariff ('ommission, as its agent. could
not consider any other factor whatever except cost; they can't consider
t he political situation.

Wiat is your chief competitor nation ? Cuba?
Mr. YN'rEMrA. Cuba; Mexico.
Senator MALONE. You could not consider saving Cuba from com-

munism or saving it from some other political situation; you could
only figure the difference between your cost and the cost of your chief
competing nation. Now, is there a trade agreement on these two
products?

Mr. YNTEMIA. Yes, sir.
Senator MALONE. Where was it made, under GATT or the State

Department?
Mr. YNTEM1A. I believe there are several treaties: 1 under GATT

and 2 of them arranged with various nations.
59884-55-pt. 2-12
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Senator MALONE. You understand if this is not extended the Gen-
eral Agreements on Trade and Tariffs at Geneva just falls on its face,
don't you?

Mr. YNTEMA. Yes.
Senator MALONE. Isn't that what you would like to see?
Mr. YNTEMA. Yes, sir; especially if it did revert to the actual

equivalent of costs, based on costs.
Senator MALONE. Now, the trade agreement, then, would remain in

force until such time as the President notified the nation, with which
tlhe agreement had been made, of its cancellation. But we have a very
fair President; we have a President with integrity, and when he sees
an industry injured, if this act were not in force, I personally do not
think that would be much of a chore. Then, you are on your way
back to a principle laid down by Congress for its agent, the Tariff
Commission, to operate under. Isn't that what you want?

Mr.. YNTEMA. Yes, sir.
Senator MALONE. Well, I had quite a chore getting you to say that.

And I am of the opinion that that is what the matter is with the in-
dustry of this country. They have just lost everything they had
in the way of-I was going to say "commonsense," if it had been
someone not in the industry, but I think they have just lost the nerve
they used to have and what put them in business to start with-their
life savings, no doubt.

Now, you are their representative here in Washington, and you have
listened to some of this testimony, and you know you are not the only
industry in that situation. There are probably 500 of them in that
situation now, and there will be probably 5,000 before this thing is
over if it is extended 3 years, in the opinion of the Senator from
Nevada.

Go ahead.
Mr. YNTEMlIA. The greenhouse grower is a farmer. He is a very

important factor in the American economy because he supplies all of
us with our fresh vegetables in winter and some of us with vegetables
in summer. Indeed, it can probably be said without fear of contradic-
tion that he is a part of the backbone of America. Besides tomatoes
and cucumbers, leaf lettuce, bibb lettuce, watercress, and radishes are
among some of the other crops raised in greenhouses across the country.

Labor is the largest item of expense, and in the average greenhouse
represents from 50 to 60 percent of the total cost of growing fresh
tomatoes and cucumbers. Coal ranks the next largest item of ex-
pense. The industry consumes approximately 3 million tons of coal
annually. Costwise, shipping containers, fertilizers, and miscellane-
ous supplies follow in that order.

Senator MALONE. It looks to me like the coal industry ought to be
a little on your side, the people in the coal industry? Do they ever
think of that consumption?

Mr. YNTEMA. Yes, I would certainly think so.
Senator MALONE. it wasn't mentioned today by any of the witnesses.
Go ahead.
Mr. YNIN[A. Prior to 1934, the year the Reciprocal Trade Agree-

ments Act went into effect--
Senator MALONE. Again, I would like to understand more, how you

refer continually to a Reciprocal Trade Agreements Act, the two
words, reciprocal trade, do not occur in the act; it is not reciprocal-
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obviously, it has never operated that way. Of course, if you insist on
using it in your testimony, it is a little water on the wheel all the
time; you are just carrying on the name named by the London bankers
and it will help them a little bit.

Mr. YNTEMTA. Yes, sir.
Senator MALONE. Go right ahead.
Mr. YNTEMA. Prior to 1934, the year the Reciprocal Trade Agree-

ments Act went into effect, there was a flourishing and substantial
greenhouse business in New England. In fact, the greenhouse vege-
table industry in this country originated in New England. Except for
Boston, Mass., business in this area has been virtually destroyed by
imports of fresh cucumbers and tomatoes. Since 1934, many green-
houses in other sections of the country have also been forced to close
because of foreign competition.

Senator MALONE. This foreign competition, what is the difference
in the price at which you can produce them and the price on the
imports when the come in the market?

Mr. YNTEMA. Well, sir, of course, the greenhouse tomato and the
cucumber is a quality product, and would be slightly higher in price
than the imports, but with excessive imports, why, of course, it
affects the whole price structure.

Senator MALONE. How much does it affect it? What difference is
there, generally speaking, in percentage, say?

Mr. YNTEMIx. Well, of course, that would all depend, sir, on the
amount of imports. I would say-

Senator MALONE. If the Tariff Commission were hearing your argu-
ment and you were making an argument before them for a certain
amount of protection, what are the figures you would present to them,
the cost in the chief competitive nation and your cost here, that is, not
the highest nor the lowest cost but the reasonable average cost?

Mr.YNTEIMA. As to the cost, sir-well, the main item of cost that
we are concerned with here is the labor cost, where you are paying
American labor $8 or $10 a day while the foreign labor, Cuban or
Mexican, does the same work for about $1 a day, and when you balance
up all the other costs, there is a big difference, allowing them to com-
pete with us.

Senator MALONE. In a unit of vegetables, or a pound, or whatever
you figure the unit of sale is, what is the general difference in cost; if
they can undersell you, how much?

Mr. YNTE1A. Again, of course, that varies. It could vary from,
well, from 5 to as much as 25 percent, depending on the conditions.
It is very hard for me to give it.

Senator MALONE. Might it be around 10 or 15 percent?
Mr. YNTEMIA. Yes.
Senator MALONE. Enough so that you cannot compete?
Mr. YNTE3A. Yes.
Senator MALONE. In other words, if the tariff was ad valorem, it

would have to be around 10 or 15 percent?
Mr. YNTFMA. Yes.
Senator MALONE. That is what you would be arguing for if you

were before the Tariff Commission that could only consider the
difference in costs.

Mr. YNTEMA. Yes.

Senator MALONE. Go ahead.
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Mr. YNTEM3A. In one organization, the J. W. Davis Co., of Terre
Haute, Ind., the largest greenhouse establishment in the United States,
plants had to be abandoned at Morrison, Ottawa, Streator, and Kan-
kakee, Ill. Some employees of these plants were able to find other
employment; the rest had to go on relief.

Although the national population and potential market have vastly
increased since 1934, there has been practically no new construction
of greenhouses in this country since that time.

Labor is often a generation to generation affair. In some instances,
three generations of one family can be found in the same plant. In
addition, a high percentage of the people employed are elderly. Thus,
it would be extremely difficult for them to find employment else-
where. But if the present policy of lowering tariffs is continued, if
tariff policies are not adjusted to provide needed relief, many, if not
most of these employees, will either have to find jobs elsewhere or
go on relief ; it being impossible for the greenhouse vegetable industry
to change to other products or commodities.

Imported winter cucumbers and tomatoes from Cuba and Mexico
can be sold cheaply primarily because of the low cost of labor in those
countries. It is estimated that wages in Cuba and Mexico are from
15 to 90 percent less than those paid by American producers of simi-
lar products. Or, to say it another way, where a Mexican gets paid
a dollar a day, American labor receives $8 to $10 for the same work.
It is impossible for domestic greenhouse growers to compete with for-
eign low-wage labor and have their employees enjoy the present
American way of life.

The quality of the foreign tomatoes and cucumbers is excellent.
They are carefully graded and attractively packaged.

According to the Department of Agriculture, during the 1951-52
season there were about 170 million pounds of tomatoes imported
from Mexico and over 17 million pounds from Cuba. In the 1952-53
season there were over 191 million pounds imported from Mexico and
over 15 million pounds from Cuba. In the 1953-54 season, Mexico
exported over 141 million pounds to this country even though its crop
was in short supply ; while over 14 million pound(Is were imported from
('uba.

Before 1954, Cuba was exporting only about 3 million pounds of
cucumbers to the United States annually. This rate of Cuban cucum-
ber imports has risen to a high of nearly 25 million pounds in the
1953-54 season, an eightfold increase.

These imports of tomatoes and cucumbers are particularly injuri-
ous in times of bumper crops in the United States. In other words,
there have been many periods when shipments of fresh toma-
toes and cucumbers continued to pour into this country when the
market was already completely demoralized because there were too
many cucumbers and tomatoes on the market.

Lack of transportation during the war materially limited the im-
)ortation of cucumbers an tomatoes from Cuba and Mexico. During
that period our industry enjoyed reasonable prosperity. But since
the war, imports have increased as much as 500 percent. Unless a
quota system for imported cucumbers and tomatoes is established, the
greenhouse vegetable industry of the United States may soon be
forced out of business.
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Senator MALONE. Why do you say quota system? How would you
know what quotas you need to establish?

Mr. YNTEMIA. Of course, as to the exact amount of the quotas, that,
of course, would be up to Congress to finally decide. What we have
tried to do in |bis-or what the association has tried to do in this
alnen(lineit to the l)rincipal bill-is to pick a period which they
thought was reasonable, a period of years that they thought was a
reasonable period in which the Secretary of Agriculture couldselect
3 consecutive years to use as an average, and what they have used or
tried to follow was the Sugar Act.

Senator M.Ll Nr. Well, you would have a sliding scale of judgment,
with someone to judge it like the Secretary of Agriculture or the
President, o would ' Nyou :ist set a fix (l quota anld do the best you could?

Mr. YNrEs[A. Well, they discussed several possibilities. One was
to try to limit it to a percentage of the last year's domestic crop. But
wiat they linalix agreed on was to take the years 1925 to 1937, which
they thought were representative years, and to permit the Secretary
of .griculttire to pick any 3 consecutive years in that period to use as a
quota-the average of it, to use as a quota.

Senator M.\IoN,. That is very interesting, but suppose the situation
changed. how would you change the act if you had a fixed 10-percent
quota, or 5 percent , whatever they decided upon?

Mr. YN'wn.x.\. Well, of course, you would have to try to amend
the act.

Senator MAIONE. You heard Mr. Hoffman's testimony this morning,
and there were many other people, most of them on the opposite side
from you. I low about the consumers? Are they entitled to a break
of cheaper 1)lice, on these tomatoes and cucumbers? And maybe if
you go out of business it will make a market for more of the stuff and
the dollars will go to Cuba and Mexico. and then thcy could buy some
other prodicl, with their. What about the good of the country
that Mr. Hoffman talked about ?

Mr. YNrE3A. In my opinion, if you carry this to its logical end,
you would end up in this country with a lot of people out of work.

Senator MALONE. . In other words, you wouldn't produce very much
in this couinitrV. Is it your opinion that there are very few products
that you can pro(iuce here with our standard of living and wage scale
11n (O'muetitioll with foreign countries, if there is free trade?

Mr. YNTEM \. Yes, sir, as long as the wages are low in other coun-
tries. 'ou would haveavery hard problem of meeting competition.

Senator MALONE. Do you see any immediate prospect that their
wage scale will meet ours ?e

Mr. Y'rr-r\. No. sir.
Senator M-'ALONE. You don't think in the long run it is going to as-

sist the consumer very much, especially if they happen to be working
in an industry that happens to be similarly affected?

Mr. YNTEFMA. I certainly do not.
Senator MALONE. They might not even have the lower price to buy

your vegetables?
Mr. YNTEMrA. That is right.
Senator .[MALONE. And you believe, then, in a duty or tariff struc-

ture that we do have on the books but which has been disregarded to
maintain a living standard that was gained in the first instance
through protection?
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Mr. YINTEMIA. Yes, sir.
Senator MALONE. And protection to the extent of that differential

of the cost of production due to the wage standards and the standards
of living and the cost of doing business here and in the chief competi-
tive nation on each product?

Mr. YNTEA. Yes.
Senator MALONE. And we would be headed back toward the 1930

act if we don't extend this act. That is what this committee has be-
fore it. And you did appear before the Ways and Means Committee
of the House?

Mr. YNIEMA. No; I did not.
Senator MALONE. I thought you did. Go right ahead.
Mr. YNTEMA. Therefore, we respectfully request the committee to

consider adding this amendment to H. R. 1, at page 6, following line
9, as a new subparagraph:

(F) In order to maintain a stable and orderly market for perishable fresh
vegetables, the President shall forbid processors, persons engaged in handling
of perishable fresh vegetables, and others from importing perishable fresh
vegetables into continental United States for consumption, or which shall be
consumed, therein, and/or from transporting to, receiving in, processing or
marketing in, continental United States, perishable fresh vegetables in excess of
quotas fixed by the Secretary of Agriculture for any calendar year, based on the
average quantities therefrom brought into or imported into continental United
States for consumption, or which was actually consumed, therein, during such
3 years, respectively, in the years 1925-37, inclusive as the Secretary of Agri-
culture may, from time to time, determine to be the most representative 3 years.

Thank you, Mr. Chairman and members of the committee, for this
opportunity to present our views on this important subject.

Senator MfALONE. Summing it up in about one sentence, your corn-
plaint is that unless you get adequate protection in some manner,
either by limited imports or adequate protection through a duty that
would make up that difference in the cost of production, your people
are on the way out?

Mr. YNTEMA.. Yes, sir.
Senator MALONE. And you are opposed to the extension of this act

finally?
Mr. YNTEMA. Yes, sir.
Senator MALONE. Thank you. I appreciate your appearance here.
Mr. YNTEMNA. Thank you, sir.
Senator MALoNE. Mr. 'Walter H-ebert, president, Cherry Growers

and Industries Foundation.

STATEMENT OF 3. WALTER HEBERT, PRESIDENT, CHERRY
GROWERS AND INDUSTRIES FOUNDATION, YAKIMA, WASH.

Mr. HEBERT. Mr. Chairman, my name is J. Walter Hebert. I live
in Yakima, Wash. I appear before you as the president of the Cherry
Growers and Industries Foundation, a trade association of more than
18,000 cherry growers, processors, and handlers located in the States
of California, Oregon, Washington, Idaho, Michigan, and New York.
The foundation's office is located in Corvallis, Oreg.

Senator MALONE. I might say to you, Mr. Hebert, that in 1950, 1951,
several of us, including Dr. Mead-you remember him as the one-
armed Commissioner of Reclamation-and Mr. Walter, the chief engi-
neer of the project at that time, made a trip to the Milk River project
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of Montana and throughout Idaho and Washington and down
through some of the other States, not believing at that time that we
would build that project as soon as we did on the Columbia River.
They were then getting ready to build the project just above Oregon
on the Columbia, and I am somewhat familiar with your area. I
think you live in a very productive valley and one financed by the
Government, and which has done very well and fulfilled all the speci-
fications as far as I know, and I just wanted you to know that I do
know something about your country.

I was State engineer in Nevada until 1935. I was a consulting
engineer on the Central Valley project of California. And engineer-
ing is my business, and I do know what you are talking about.

Go right ahead.
Mr. ]IEBERT. I certainly appreciate your statement, Senator. I

might add to what you have said that there has been a tremendous
development in that area since, and the fruit industry there, of course,
is the most important part of that development..

The sweet cherry industry is very much interested in I1. R. 1.
Approximately 40 percent of the entire national sweet cherry produc-
ion is brined that is, bleached and preserved in a sulphurous acid

solution-for manufacture of maraschino and glace cherrie. now used
very extensively by the bakery and confectionery trades, in ice cream,
in cocktails, and as household items. The domestic cherries in brined
form compete directly with imported Italian brined cherries in the
United States markets, and when further processed into glace form
they compete directly in our domestic markets with glace cherries
from France. Such competition with the imports in our own domes-
tic markets will be possible only so long as tariff rates are maintained
at levels sufficient to make up in some reasonable degree for the great
differences between the domestic and foreign labor costs and other
costs in production.

I will not repeat here what was said on behalf ot the Cherry Grow-
ers and Industries Foundation before the Ways and Means Committee
relative to II. R. 1. The bill as it emerged from that committee and
as passed by the House still includes most of the provisions to which
we strongly objected before the Ways and Means Committee. I
understand that the testimony presented to that committee by Mr.
William R. Shinn, of Salem, Oreg., on behalf of the Cherry Founda-
tion, is available to the members of this committee.

This oral statement therefore will be confined to a brief discussion
of a serious deficiency of the peril point and escape clause provisions
of the present Trade Agreements Act, which H. R. 1 as it passed the
I-louse makes no attempt to correct.

Senator IALONE. I dislike to interrupt you, but I want to ask you
at that point if you do not understand that the 1934 Trade Agree-
ments Act is intended obviously to rearrange the industrial map of
the United States and has done so, on the theory that the whole
economy of the United States might be benefited, or we might be
meeting some international political situation in the judgment of the
Executive, to whom all this power has been referred. Do you under-
stand that?

Mr. HEBERT. Yes, sir.
Senator MAL.NE. Are you for the extension of this act?
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Mr. HERBERT. Well, Senator, throughout the industry, of which this
is an important segment, the industry has never opposed the act. The
original concept of Cordell Hull, who was then Secretary of State,
was to scale down the rather high existing tariffs of the Smoot-Hawley
Tariff Act of 1930, the 1930 act, and in turn, of course, to have the
foreign countries who retaliated, as did Britain and Canada, and
other important countries to whom we exported large quantities of
our products, and others-to scale down the rather high existing
tariffs so that there might be a gradual adjustment or reduction.

Now, we were never opposed to that concept, but that concept, may
I say, has been perverted, and there have been a lot of things added,
incentives added, to the scaling down of tariffs for other reasons than
just to slowly get rid of some of those tremendously high barriers. In
Canada, for instance, we had the so-called dump duty against our
fruit, seasonal dump duties, which were entirely for the purpose of
complete embargo. And we had these things which were created in
retaliation for our 1930 suddenly high tariffs. We have never opposed
the principle of reciprocal removal of excessive trade barriers.

Now, to answer your questions specifically, I would say that unless
the Trade Agreements Act as it is now drawn or now proposed to be
extended is not corrected in certain measures and certain amendments
added, we are opposed to it.

Senator MALONE. You are opposed to it, unless they accept your
amendment?

Mr. HEBERT. Yes.
Senator MALONE. Let me ask you-you know there was a tremen-

dous advertising, tremendous propaganda that went out from Wash-
ington against what is now known as the Smoot-Hawley Tariff Act,
the 1930 act, which was advertised as the cause of the depression in
1929, when, as a matter of fact, it was not passed until the following
year. You understand that?

Mr. HEBERT. Yes, sir.
Senator MALONE. Now, it could be that the propangada had some

merit, but I never could see it. However, are you aware that that 1930
act, while it fixed the tariffs-and some may be too high and some too
low-that it always had a flexible provision allowing the Tariff Com-
mission to adjust tariffs under a flexible provision to the differential of
costs between this Nation and the chief competitive nation on each
product-in other words, if one were too high, do you understand it
could have been adjusted?

Mr. HEBERT. I did not understand it at the time. I understand
that the Commission since has had that authority. It first came to my
attenion in 1930 when we were shipping fruit into these countries and
suddenly we were absolutely embargoed, completely embargoed, from
Canada by their raising their rates-Canada particularly, and to a
certain extent we still are.

Senator MALONE. Of course you are. Now, I wonder why. it is.
This is what I would like to find out: This is my ninth year in the
Senate. It seems almost impossible-it is the only office I ever ran
for, and this is one of the reasons I ran for this office : How can people
be so completely bamboozled by propaganda so that they do not even
read an act? How can they be?

Mr. HEBERT. Well, you mean at the present time?
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Senator MAONE. Then, or now, or any other time. You are still
riding on air. You understand what the law is. I would say 90
percent of the witnesses here were not aware of what either law really
contained.

Mr. HEBERT. Senator, now you know that tariff matters are pretty
teclical, and the ordinary person is not too much interested unless
his business is particularly involved. I think that explains a lot of
lack of understanding.

Senator MA-\N,i. I think it takes an efficient, person and someone
that. has had some experience-and there are many of them inI the
Tariff ('onnission-to determine these matters. But when it spe-
cifically says that the Tariff ('ommission is directed on a principle
hv (Congress to (determine the cost of producing a domestic article and
tie cost of producing the same or a like article in the chief competi-
tive nation and recoimen(ling the difference as a tariff, wly is it Ihat
people (10 not read it and understand it ? Whatever the tariffs were,
too high or too low, in 1930, they had to fix them some place and try
it out. But the Tariff Commission the next (lay could have taken up
any' article, cherries and/or any other article, and fixed the tariff on
the basis of fair and reasonable competition.
And ,ou did not understand that ?

r[1. l'h.'irr. I can understand that perfectly. The fact remains-
Senator MAD ,NE. Did you know it then
Mr. Ilmicr. Tlhey did not take such action, though, Senator.
Senator M.\L NE. They did not have any opportunity to take action.

in 1934 almost ininie(iatel v it w as taken away front them. The Tariff
('ommissiot has no more authority now than you have.
Mr. t .May I say that we brought this question before the

Tariff (Comission repeatedly.
Senator m\L NI"E. When ?
Mr. HJEBEtRT. And we did not (et any adjustment, until we finally

got them in 1947-1 ain speaking now of those dmnp duties, and so
forth-in 1947 at Geneva.

Setiator MA.L(ONE. Since 1917, they hMve had no authority?
Mr. tIIi:t.'t'. That is right. I went to Geneva as an unofficial

adviser, and by arrangement and bhy tnerst an ding with the Canadians
hose (unip duties were at least scaled down. And we got free trade
on apples into Britain, and we made certain other concessions. It
look, sir, from 1930 to 1947 to get anything done about it.

Senator MALONE. *Well. since 1934 the Tariff Commission has had
no more authority than my grandson, and lie was 5 years old a few
d]avs a(mo.

Mr. IJmwlErr. I agree with that.
Senator MALONE. So why do witnesses come here. 3,000 miles, and

advocate the extension of something. the tightening of a noose that
they have already stuck their head into and have kept it in for 21
years?

Mr. HEBERT. Well, I do not come here. sir, to advocate the extension
of it; I have come here to present to this committee a proposal, because
I think that act is going to be passed and we are going to have to get
along with it, as best we can. Now, if we have go to do that-I do
not agree with that, of course, Senator, but the vote that was developed
over here in the House the other day-

Senator MALONE. They won by 1 vote.
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Mr. HEBERT. I know that.
Senator MALONE. By securing cloture, and they won by 4 or 5

votes, against referring it back to the committee. But when in-
dustries all over this Nation represented by men like you come in
with their hats in their hands and say, "Now, all I want is a little
break so that we can live another year," what do you expect in Con-
gress You are the boss of this Congress if you would take up the
reins and start bossing it, but you are not the boss of it when you
come in with your hat in your hand and say, "It is all right, just so
we can live another year; we just want some kind of relief here that
will give us an opportunity to live for another year." You go with

your hat in your hand to someone in the State Department or some-
place else and ask for relief. That is all you want, and that is what
you are saying today.

Mr. HEBER. Well, I do not feel that I have come here with my hat
in my hand. We are confronted with a situation-we are terribly
frustrated; we realize that.

Senator MALONE. So is everybody else.
Mr. 1-L BERT. So is everybody else in that position.
Senator MALONE. Why is everybody in the industry frustrated when

they elect our Congress and Senate?
Mr. HEBERT. Well, we have our own representatives in some in-

stances that are so bound to follow their administration, and so forth,
that they are not free to act.

Senator MALONE. I am very fond of the President of the United
States. I consider him a man of integrity. I also consider him as a
man with a lack of experience in the economic structure of this coun-
try, because lie has been in the Army all his life and out of the coun-
try a good share of the time. He has to depend on his advisers, and
the advisers are numerous on this side, this second and third eche-
lons that are still in these departments. But the Constitution of the
United States set up three branches of government. One of them
is the executive, to carry out the laws; one of them is the legislative,
to pass the laws, and one of them is the judiciary, to pass on the con-
stitutionality of the laws or any technical laws that might be brought
before it. I am in the legislative branch, and I would not consider
that I had represented my people if I did not consider the entire pic-
ture of what the principle is that ought to be the law, what has been
the law and how it can be adjusted to give every industry in the
United States at least the break of a duty or tariff, as we have come
to call it, that represents the difference in the wage standards and
standards of living and taxes and the cost of doing business in this
country as against in the chief competing nation. Now, if they need
more protection than that, I have many times said that that would
be a special consideration. They would have to take that up under
a special bill and consider it, that if all the protection you need is the
duty that represents that dilference, you are entitled to it without
questioning anybody, in my opinion. And you are entitled to it as
well as every industry in the United States; and you are not entitled
to push it around under an act that a political situation for a better
feeling can be created between industry and agriculture and some other
industry in this country or to buy some nation to keep it from going
Communist or Fascist, or some other way, in Europe, Asia, or Africa.
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You are not entitled to that treatment, and that is what you are get-
ting, isn't it?

Mr. HEIERT. That is right, sir.
Senator MALONE. Well, I should not be making the statement; you

should be making the statement. And there should be 500 people
clamoring at the door of this committee to make just that statement.
And I believe if the people of this Nation understood the full import
(if the legislation that Congress has been passing for 20 years-21
years now-they would move on this Capitol and they would not
talk like you are talking. That is what I think about it. But how
are you going to inform these people unless people like you go home
and tell them? How can I do it? I am only 1 out of 96, and I
just happen to come from the grassroots or the sagebrush, or what-
ever you call it, and I have worked with these people, and I know
about it.

Mr. HEBERT. Senator, I can tell you that out in the districts that
you know about there is and there has been a great deal of publicity,
and I have spoken many times, and I have said many of the same
things that you have said, and it is all up and down the Pacific coast
in the fruit circles where I am known, where I have spoken, and where
others in different States have taken up this whole question on the
tariff-it is pretty well understood, but we are confronted with the
situation where we have got the law. And we can say, "We do not
want it," and we can tell our Congressmen and our Senators that we
do not want it, but still we have had it for 20 years. Now, here it is,
and we want to have it made workable if it can possibly be made
workable.

Senator MALONE. I understand that. And I think your explanation
is all right. In other words, you have lost your people that repre-
cnt you.
Mr. HEBEroT. Well, to a certain extent that is true. That has been

true all over the country, hasn't it?
Senator MALONE. It is not true all over the country. It is not true

in the State of Nevada, is it?
Mr. HEBERT. That may be correct. But if it was not generally

true, you would not have the law.
Senator MALONE. It is a small State, but if you would just watch

it operate, it might be the seed that might spread.
Mr. TnlER'T. I appreciate that and sincerely hope so.
Senator MALONE. Proceed.
Mr. HEBERT. This oral statement, therefore, will be confined to a

brief discussion of a serious deficiency of the peril-point and escape-
clause provisions of the present Trade Agreements Act, which H. R. 1,
as it passed the House, makes no attempt to correct.

These provisions, which are in sections 3, 4, 6, and 7 of the Trade
Agreements Extension Act of 1951, provide that the Tariff Commis-
sion shall determine and report to the President under certain circum-
stances whether or not a contemplated or existing tariff reduction
would or does cause or threaten serious injury to the domestic industry
which produces products like or directly competitive to the imported
items concerned.

The Tariff Commission in several escape-clause proceedings under
section 7 of the present act, involving imports of finished products,
has held that the term "domestic industry" as used in the act includes
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only the domestic manufacturers of the finished product involved, and
does not include or cover growers, fishermen, or other producers of
the raw material or components from which the finished product is
prepared.

The sweet cherry industry of the United States, comprising the
growers, handlers, and first processors of the fresh fruit, specifically
has been denied status under the present escape-clause provisions of
the Trade Agreements Act. In 1952, in an escape-clause proceeding
brought by glace cherry manufacturers, the Tariff Commission ma-
jority ruled that the cherry growers and the briners who grow and
i)repare the cherries used by the domestic glace cherry manufacturers
are not a part of the domestic industry producing products "like or
directly competitive" to imported glace cherries, and that therefore
any injury which the imports might cause to the growers and briners
would be immaterial in determining whether or not the "domestic
;ndustry" was injured.

Senator MALONE. I think it was intended by the law-in other words,
they believe that a rearrangement of the industrial map of the coun-
try will enable the consumer to get a cheaper product.

Mr. HEBERT. I think that was not the intent of Congress, Senator.
But the Tariff Commission did that and has taken subsequently-

Senator MA LONE. I take issue with you on that-
Mr. HEBERT (continuing). A very technical and narrow interpreta-

tion of that particular phrase.
Senator MALONE. I doubt if Congress understood it at all. But the

intention of this act was to do just what it is doing, and it, in my
lumble opinion, was intended just like the recognition of Communist
Russia and the political approach of 1933. The 1934 Trade Agree-
inents Act was an attempt to destroy the workingnan and the small in-
vestors of this Nation. That is what it was for. It was passed in an
emergency, and we have never been able to let it drop.

Mr. HEBERT. The Commission then proceeded to find that in fact
there was no serious injury to the glace cherry manufacturers them-
selves because (1) their volume of glace cherry manufacture was only
a relatively small part of their total business in all lines, and (2) they
could avoid injury from the imports by discontinuing glace cherry
manufacture and simply robbing the imported cherries.

Senator MALONE. I said, over in the University Club in New York,
that we traded the producing industries of this Nation, ve are slowly
trading them out, for waterfront brokers who take an override on
exports and imports going each way without producing anything.

Mr. IIBERT. These findings were based upon the situation as it ap-
plied to the 20 to 25 domestic companies which were then manufactur-
ng glace cherries. The effects upon the thousands of cherry growers

and briners dependent upon the glace cherry outlet, were held under
the present wording of the statute to be immaterial.

Senator MALONE. You heard the testimony of Mr. h1offman this
morning, and that is almost exactly what he said, that by you goingout of business, allowing cheaper products of the same irrade to come,
it would provide greater employment elsewhere. And that was the
rearrangement-he objected somewhat to my description of it as re-
making the industrial map of the Nation-he had another name for it,
but it meant the same thing.
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Mr. HEBERT. Now, applied to our industry, the cherry industry, it
takes an orchard of cherry trees 12 years to become productive, and
most of our cherries are produced on small acreages on the home of
of the grower and he is part of that small community, and so forth.

Can you imagine lifting those growers up, destroying their life's
work in producing their orchards, and moving them into an industrial
plant maybe 2,000 miles away?

It is utterly absurd and ridiculous.
Senator \MAL)NE. Of course it is and that is the reason, in my opin-

ion, that the Constitution of the ITnited States says that Congress, the
legislative branch, that represents every precinct in the United States,
both in the Senate and in the House, shall regulate foreign commerce,
foreign trade, and set the duties, excises. It was not left to the State
)epartment which by the Constitution was given the duty of dealing

with foreign nations, it was not allowed to take the markets here and
barter them away for better feeling with foreign nations.

It is the (luty of Congress to regulate foreign trade, to regulate
the duties, that we call tariffs, because I represent every precinct in
the State of Nevada. Senator Martin represents every precinct in
the State of Pennsylvania, and there is a Congressman from every
district. Every district in the State of Pennsylvania and in the State
of Nevada is represented in the Congress, the Htiouse side, and that
i, the reason tile Constitution puts the responsibility there. It wasn't
sup)losed to be in the hands of somebody like the State Department
0or Mr. Hoffilian, who had the idea that they knew how to rearrange
the industrial mal) of the Nation. It was meant to develop, as Lin-
col said, all of the country and the protection would be afforded on
that basis. That was what was meant to be done, but we have got away
from the Constitution of the United States, few people even read it
anyinore. So, in my humble opinion, if you will pardon the remark
I made before today, the industrialists of this Nation are getting just
about, what they deserve and what they are going to continue to get
until they pet together and come in here and say, or say in their
conlliiuilities at the proper time, "This is the way it has to be; that is
what you have today," and stand right up and look their Representa-
tives in *Washington in the eye, including me. You do not owe us any-
thing; you pay tile taxes. We are not paying anything here; th~is
towl is the most dangerous towii in the Vlnited States of Americ(.:,
because everybody works for the Government.

Ml'. HEBERT. A similar result was reached in the canned-tuna is-
(ape-clause proceeding in 19.52. where the Tariff omissionin indicated
that the fishermen producing the tuna canned by the domestic can-
neries were not a part of the tuna-canning industry. 1 am just
corroborating the testimony that the same thing applies to the fisher-
men as to the fruitgrower. And it applies today.

Selator MALONE. The same thing applies to mining, I suppose, or
any other industry.

M. IPBERT. That is right, it applies to many things. It applies
to the wine grape grower in California, it applies to the mining indus-
try; it applies to any industry where the basic product is manufactured
at some higher level by an auxiliary industry or a supplemental
industry, one that perfects it and processes it in our case. It applies
to miners, and the miners are in exactly the same position as our fruit-
growers, if they only knew it.
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Senator MALONE. I think you have made a very important point
here today.

Mr. HEBERT. The inequity of this situation is obvious. Very large
numbers of growers, fishermen, miners, and other producers and
workers may be wholly dependent upon a particular manufacturing
outlet for their products, yet are without protection or remedy against
excessive and ruinous tariff reductions.

We feel sure that this situation was not the original intent of the
Congress in encting the Trade Agreements Extension Act of 1951,
when the escape clause and peril point-

Senator MALONE. As far as that peril point is concerned and the
escape clause, it is just to wet the public down for a couple of years.
If you put the peril point where the tariff should be, it would be
adjusted continually, and they do not take it most of the time; but
if they did and made an agreement on it, 10 seconds after the ink
is dry, all the foreign country has to do is change its money in terms
of the dollar, the value of its money in terms of the dollar. In ad-
dition they impose exchange permits if they do not already have
them-and most of them already do. They also require import per-
mits, and by these restrictive devices nullify every iota of the trade
agreement as far as they are concerned. But we go ahead and keep
it.

Mr. HEPERT. And in our experience, I can testify at firsthand, we
have observed that time and again where quotas have been imposed,
where import permits have, to be obtained, where every conceivable
kind of a barrier is raised. We understand that, but even in the face
of that, why, we want to carry on and have this corrected insofar
as it is practical and possible to do it.

Senator MALONE. I would say that there were probably people
in 1934 who were convinced that it would work, but we have tried
it for 21 years. Isn't it time that we get back to business and look at
it on the basis of our own economy and the welfare of our own
Americans?

Mr. HEBERT. I quite agree with what you said, Senator, but I still
feel that our industry is only one of many that can participate. And
perhaps we should go out and put up a tight and get rid of the
whole thing. I agree with that. But under the circumstances, as
I have stated here before, it looks like we have got this thing hung
around our necks, and we are trying to live with it and live with it as
best we can.

Senator MALONE. I am going to tell you something once more: If'
the people of this Nation make up their minds what they want, they
will get it; but if they just accept the situation like a burden on their
back and just say "Well, we are carrying it. Would you mind put-
ting a little more cushion under it?" I think you are getting exactly
what you deserve. I want you to know that, so that you can go home
and tell them.

Mr. IlrnrwT. I will be glad to.
Senator MALONE. Proceed.
Mr. HEBERT. We feel sure that this situation was not the original

intent of the Congress in enacting the Trade Agreements Extension
Act of 1951, when the escape-clause and peril-point provisions were
inserted. We assume, also, that the present Congress does not intend
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that the peril-point and escape-clause procedures shall not be avail-
able to the many industries of producers of products which are finally
processed other than by the original producers.

Senator MALONE. I am against the extension of it, I will vote against
it, but you are going to get it as long as you take that attitude.

Mr. HEBERT. May I say another thing right along the line of your
thinking: There has been a tremendous lot of propaganda put out
that sold this Nation on this thing all through these years and right
down to the present moment, as you know. Large sums of money have
doubtless been spent in selling an idea and it is pretty well sold.

Senator MALONE. It will continue to be sold until you take the posi-
tion that you ought to take.

Mr. HEBERT. Well, we aren't organized like the other side is.
Mr. MALONE. The other side conies through propaganda channels

of foreign nations, using our State Department. In southern Cali-
fornia, San Bernardino County, they had a county meeting down
there, and recently I made an address on the occasion of Lincoli's
birthday. I said, apropos of this very thing, after I had explained it,
that, of course, this is what Mr. Eden and Mr. Churchill want, and
they have been ex-ofticio members of our State I)epartment for 21
y ears. And they still are, in my humble opinion.

Mr. EI-iwiT. May I continue?
Senator MALONE. Go ahead.
Mr. IIEBn IT. Yet Congress, by continuing to ignore this situation, in

effect would approve and give legal status to the present narrow and
discriminatoryy interpretation and application of those provisions of
the statute.

Certainly, so long as this situation continues, any representation
that the Trade Agreements Act accords opportunity for any industry
injured 1by excessive imports to be heard and obtain appropriate pro-
tection or relief, is contrary to fact.

If the Congress and the administration actually intend that the
peril-point and escape-clause procedures shall not apply to doniestic
growers, workers, and other producers whose products are channeled
into the doniestic markets through relatively small numbers of final
manufacturers, then the present trade agreements statute and I-I. R. 1
should no longer be represented to the public as 1)roviding fair and
full protection and relief for any industries which can show serious
injury from excessive tariff reductions. Otherwise, we can see no
reason or excuse for further reluctance to clarify and rectify this
situation.

This can be done by amendment of H. R. 1 whereby the term
"domestic industry producing like or directly competitive products"
as used in the peril point and escape clause provisions of the present
Trade Agreements Act, would be changed to read-
the domestic workers, miners, farmers, or producers, producing like or directly
competitive products, or producing raw material or other components of such
products.

This would require the Tariff Commission to apply the "serious injury"
standard to each of the industries involved in production of the prod-
iict affected by the imports, rather than merely to the one industry
which finally puts that product into completed form. It would make
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the peril point and escape clause provisions truly available to each and
all industry groups which suffer serious effects from excessive tariff
reductions.

My emphasis here of this one problem should not be taken to mean
that H. R. 1 is otherwise satisfactory to the cherry industry of the
United States. Such is far from the case. We still fail to see any
proper basis for the fixing arbitrarily of a 50 percent ad valoremn
rate as the presumed border line between reasonable and excessive
duty rates. We are, moreover, apprehensive of the lack of any defini-
tion of the term "negligible" on which would hinge the authority of
the President to make a reduction as drastic as 50 percent.

Senator MALONE. Let me ask you if there is any definition binding
on the President of the United States. Can't he take into consideration
the good of the overall economy as lie might see it and can't he take
in the European political situation, regardless of any change in this
bill ? If it is still left to his judgment in the final analysis, can't be
do just what he has been doing?

Mr. HEBERT. I think that is correct ; sir, yes.
Senator MALONE. So after we argue about amendments, even if we

accept them as we did 4 or 5 years ago, the peril point, the escape
clause-none of them are effective and it looks to me like the knowl-
edge of that fact would seep in after a while.

Mr. HEBERT. I think the fact is recognized. I know we recognize
that that is true, but so far as writing the law is concerned, we have
to leave it to you gentlemen to write the law in such a manner that
perhaps such a situation can be overcome.

Senator MALONE. I think you have made yourself clear here under
questioning. You are absolutely opposed to the act?

Mr. HEBERT. Right, less properly amended.
Senator MALONE. If you have to take it you want to have it

amended so-
Mr. HEBERT. Let's make it as workable as possible so we can possibly

live with it.
Senator MALONE. So that the President, at least, and the State

Department, know you are out there
Mr. HERERT. Yes, sir.
Senator MALONE. You would like to have them have your address.

If they are going to kill you, they will know who they are killing.
I think that is fair.

Mr. HEBERT. Find out who cock robin is
We further urge there be added to H. R. 1 a caveat which definitely

and without equivocation would make clear the intent of Congress,
that this measure shall not constitute congressional approval of the
present or any renegotiated agreement on tariffs and tadae.

Finally, I want to observe that the peril point and escape clause
provisions, no matter how broad their coverage and no matter
how clearly worded, will be worse than useless if the findings of fact
of the Tariff Commission, reached after careful and exhaustive in-
vestigations, are to be brushed aside by the executive department.

We believe that the findings of the Tariff Commission in peril
point and escape clause proceedings ought to be given full and final
force and effect unless and until modified or supplanted by specific
act of Congress.
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Senator MALONE. Now, that was not the original purpose of the act
at all. Wily should any such amendment be accepted? I doubt if it

i]i. Iudel the 1930 Tariff Act, the decision of the Tariff Com-

mission on the flexible basis is final, unless Congress takes up a special
product, like they did sugar, and could at any moment take up an-
other product, but are not likely to, if the Tariff Commission, in the
judgment of the majority of Congress, is carrying out the intent of
the act of 1930. If this were not extended, it would go back to the
Tariff Act of 1930. In other words, the 1930 act lays down a
principle and the only thing that Congress would finally take ex-
ception to would be failure to follow the principle.

Even this, however, will be of no help to those industries which
do not have recourse to the Tariff Commission, such as growers and
other producers whose products are passed on to other related indus-
tries for final processing. We earnestly urge this committee to include
among its amendments of H. R. 1 a provision whereby such growers
and other producers will be given the full benefit of the peril point
and escape clause procedures.

Senator MALONE. What you would have to have in that regard,
would be something to take away from the President that part of the
act that makes his judgment final, if it had to be based on the decision
of the Tariff Commission, where your ideas prevail?

Mr. IEBERT. That is right.
Senator MALONE. Well, that is not the idea of the act in the first

place. The idea of the act in the first place is to have this great
secretary of State, whomever he may be, to judge how the economy

can be improved in the United States of America and how our rela-
tions with foreign countries can be improved by switching the pro-
duction around and rearranging our own industrial net by allowing
more imports to come in in certain products, with the idea that the
money they get from that product will be used to buy other products,
or they will deal with other countries who in turn will deal with us.

Now, I think it takes a great mind to envision all of these things
so that they will know how to invest their money. But the State
Department has been built pretty high in 21 years and they are almost
omnipotent, if that is a good word. They know what they are doing.
Congress is not supposed to know what they are doing or have any-
thiiig to do with it, at all, if and when they extend this act Congress
then will have no final decision on anything. The decision of the
Executive is final and complete. That is right, isn't it?

Mr. HEBERT. Yes, sir.
Senator MALONE. You are against the act? You are against the

extension of the act? You oppose it?
Mr. ILEBERT. Well, sir, I would say personally that I am opposed

to the extension of the act. I am just not sure I convey the same idea
for all of my people.

Senator MALONE. We thank you very much for your appearance
and I hope that at least you have some ideas to take home to your
people.

Mr. HBEIT. Thank you very much.
Senator MALONE. Now, Mr. Ellis, general counsel, National Oil

Jobbers Council.
59884-55-pt. 2-13
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STATEMENT OF OTIS H. ELLIS, GENERAL COUNSEL, NATIONAL OIL
ROBBERS COUNCIL

Senator MALONE. Mr. Ellis, if you will identify yourself for the
purpose of the record and proceed in any way you care to, by reading
your statement or commenting on it, go right ahead.

Mr. ELLIS. My name is Otis H. Ellis. I am engaged in the general
practice of law in Washington, D. C., maintaining offices at 1001 Con-
necticut Avenue, and am appearing here today on behalf of the Na-
tional Oil Jobbers Council in my capacity as general counsel for that
organization.

NATIONAL OIL JOBBERS COUNCIL MEMBERSHIP

The National Oil Jobbers Council is a trade group composed of
27 State and regional associations of independent jobbers and dis-
tributors of petroleum products. These 27 associations, covering 33
States, represent approximately 12,000 of the 15,000 petroleum jobbers
and distributors in the United States.

Senator MALONE. Will you describe the word "jobber" to me. Is
that a broker?

Mr. ELLIS. No, sir; he is not. I might state, in my presentation to
the House, which was considerably longer than this-I have cut this
down to a mere outline-in that statement I did define "jobber" but in
this record I did not. I will state it this way: A jobber is primarily
engaged in the wholesale distribution of petroleum products. He also
sells household burning oil and in that respect he might be construed
as a retailer. He sells gasoline to service stations; he sells industrial
fuel oil to those who use industrial fuel oils; he sells, on a direct basis,
to the farmer. It is the jobbers that I represent who primarily deliver
to the farms the petroleum products bought direct by that category
of consumer.

I might further state that an independent jobber, as we define him,
Senator Malone, is distinguished from a commission agent and a con-
signee. An independent jobber owns his own bulk plant, he owns his
own trucks, he owns all his own facilities. He buys his product from
a refinery supplier, in most instances the major oil companies of this
Nation, and he in turn sells those in competition with others who sell
in the market. An independent jobber is in no manner controlled
by, owned, operated, or dominated, except as competitive situations
require, by any major oil company. The people I represent are just
as independent as a hog on ice. That is about the best way I can
describe him. We wear no man's collar. We spend a good portion
of our time battling with the major oil companies in competition iin
this country, so I want to be sure that this record reflects that we are
no voice of any group or any major oil company.

Senator MALONE. Who furnishes the competition that you experi-
ence in the jobbing business?

Mr. ELLIs. Our competition, of course, is jobber as against jobber.
It is also the competition of some of the major oil companies, depend-
ent on the area in which they operate.

Senator MALONE. What about independent oil companies?
Mr. ELLIS. By "independent" do you refer to independent refiners?
Senator MALONE. Well, independent oil operators who are not a
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part of, or owned by or controlled by what you would judge to be
the major oil companies.

Mr. ELLIS. We are those independents. I don't know where you
cut off independent oil companies. If you mean as "independent,"
everything except, say Standard of New Jersey, Standar of Cali-
fornia, Standard of Indiana, Gulf, Texas, Socony Vacuum-let's say
if you said all others besides that, then we compete with them, and
in a lot of instances, we sell their products.

Jobbers fall, from a standpoint of brand, into two general cate-
gories. One is what we call the branded jobber. lie is a jobber, say
for example, that sells Socony Vacuum products. He bu s from
Socony and sells in competition with the others. The unbranded
jobber is the jobber who buys his and sells under his own brand name.

Senator MALONE. He will buy any place?
Mr. ELLIS. Yes; and sell under his own brand name.
Senator M.\iLOXN. I think I understand what you do.
Now, I don't know that the majors and independents, whether that

reference means anything, really, because in my own experience I
have watched independents move into the major field and become
partly owned by one of the large companies, or become large enough
that their interests seem to be parallel. But there always has been
some kind of a definition that seems to fit a major oil company; they
are interested in slipping the oil back into this country. But most
companies are local prod ucers, producing in the United States of
America, or in adjacent areas. Is that true? I am trying for the
record to get a proper definition.

Mr. ELLIS. It is a pretty hard line to draw, Senator Malone. For
our purposes, we call anybody a major company who is an integrated
company, fully integrated, and who is a supplier to our group.

Now, then, if you tried to break it off at another point-maybe
you would cut off with about 10 or 11 companies and say the rest of
them fall in a separate category. Those I named awhile ago, together
with a few others would make up 10 or 11.

Senator MALONE. Would you define an integrated oil company as one
which refines its own products and delivers its own products to some
central point so they can be sold?

Mr. ELLIS. I would define an integrated oil company as an oil com-
pany which engages in producing crude oil, transporting crude oil,
the refining of crude oil, and marketing.

In other words, they participate in one degree or another in all
l)hases of the petroleum industry.

Senator MALONE. Then, when a smaller company gets into that field
it could easily be classed as a major company?

Mr. ELLIS. For our purposes.
Senator MALONE. Now, that is very clear.
You do have an independent oil association in this city represented

by Mr. Russell Brown; do you not?
Mr. ELLIS. That is the Independent Petroleum Association of

America, whose membership, as I understand it, is made up of so-
called independent producers of oil. That of course, is as distin-
guished from my group which is solely in the marketing field.

Now, I am advised, although I have never seen their membership,
records, that they number among their membership, or at least among-
their contributors, such companies, for example, as Ohio Oil, or as
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may be Ashland, or some of the others that for our purposes-we
call them a major oil company because they engage in more than mere
production.

Senator MALONE. But there is just a general, overall distinction.
Mr. ELLIS. That is right.
Senator MALONE. It is a smaller company that doesn't round out

its business by handling its own product, generally speaking, which
would be classed as an independent oil company.

Mr. ELLIS. Generally speaking; yes, sir.
Senator MALON E. GO right ahead.
Mr. ELLIS. I would like to state at this point, Senator Malone, that

when I made application to appear before this committee, I was
advised by telegram dated February 25, from Mrs. Elizabeth B.
Springer, chief clerk, to the effect that they would like for groups to
consolidate wherever possible-I am giving it to you in substance-
and to limit our testimony if possible to 10 minutes.

I have drafted in conformity with that, a skeleton statement. I
have many of these State and regional associations who wanted to
appear at these hearings, because their jobber members are vitally
interested.

Senator MALONE. If I had my way about it you would appear, each
one who wanted to, but I am not controlling the committee and the
chairman, I think his wishes are correctly reflected in this telegram,

As far as I am concerned when I am sitting as chairman, time
doesn't mean anything to me if a man has anything to say.

Mr. ELLIS. Well, we are dealing with a vital problem here, and re-
gardless of which side of the knothole you are looking through it is
vital.

I would like to further add this, that we have attempted to conform
to the telegram. Now, subsequently, when we saw the list of wit-
nesses, we saw that our opposition-and we are on the oil-imports
issue-we saw that our opposition among the independent producer
group, on March 15, has some 7, 8, or 9 associations represented. Now,
then, when we saw that, the Independent Oilmen's Association of New
England, where the greater bulk, or a great portion of the imported
residual oil, is marketed by independent distributors, asked for pernis-
sion to appear when they saw this rule had apparently gotten out of
bounds, and they were refused.

The Empire State Petroleum Association-that is a New York
group-has asked for permission to appear and they have been re-
fused. I would merely like to show that for the record, without any
attempt to criticize anyone, but I do not want this record to reflect
that the disparity in the number of witnesses is indicative of our feel-
ings about the matter, but we have here but one witness, in an effort to
comply with the clerk's directive.

Senator MALONE. If I had my way about it, every company, organi-
zation or individual who wanted to be heard would be heard because
I feel this is so important, even just the extension of the act is so im-
portant to this Nation, that no one should be barred, but I think-and
I want you to know-that regardless of whatever time you may take
tonight-take all the time you want to-here is one further witness--
that telegram does correctly reflect the chairman's attitude in this
hearing and I respect the chairman very much.
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Mr. ELLIS. I would like to state I do not make that as any criticism
of Mrs. Springer. I have only used her name to identify the telegram.
I was assuming she wascarrying out the instructions of the chairman.

Now, proceeding with my statement, I will try to get through as
briefly as I can, because you have been very indulgent waiting here
for me, for example, until 7: 20 in the evening and I appreciate it..

Independent jobbers and dealers distribute approximately 80 per-
cent of the household-burning oils consumed in this Nation, 40 percent
of the gasoline delivered to the service stations, and well over 50
percent of residual oil imported into this country. I go into this

etail in order to point out to the committee the extent of participation
in the marketing segment of the industry by the independent jobber
and for the further purpose of showing that this group is a real party
at interest in the outcome of any legislation wlich would affect the
price or supply of petroleum products.

The National Oil Jobbers Council approves of H. R. 1 insofar as it
a))lies to imports of crude oil and petroleum products.

Senator MALONE. You are for the extension of the act?
Mr. ELLIS. Yes. I might add this. If someone comes up at any

time with a better method for taking care of a reasonable trade
program that is primarily predicated on trade reciprocity, and true
trade reciprocity, we are ready to buy it.

Senator MALONE. Do you have any idea that this act over the
period of 21 years has acted as true reciprocity?

Mr. ELLIS. I wouldn't argue that it had acted as true trade reci-
procity, Senator Malone.

Seliator MALONE. I am ready to go into that situation with you.
Mr. ELLIS. Undoubtedly there have possibly been errors. As to

the extent of them I don't know. I will say this, that insofar as
petroleum is concerned, I certainly think that the domestic industry
has not suffered serious injury, and I do not think that the coal
industry that is complaining about this situation, whatever ailments
they may have-and I admit they have them-are not attributable
primarily, but only to a relatively small extent, to the competition of
residual oil.

Senator MALONE. I didn't have that so much in mind. That is a
question of fact, one way or the other, but do you know of any nation
that has carried out the spirit of the so-called reciprocal trade-which
words have not been included in any act? If you can name another
to me, I would like for you to explain to me just how they reciprocate.

Mr. ELLIS. Well, I am in this peculiar position. I am an attorney
and consultant for the Ministry of Mines and Hydrocarbons of the
Government of Venezuela. I would like to state for the record that
I am not a lobbyist for the Government of Venezuela, I am not a
propagandist, I operate strictly in an advisory capacity as an attorney.

Senator MALONE. How does Venezuela operate insofar as imports to
this country are concerned?

Mr. ELLIS. How do they?
Senator MALONE. Yes.
Mr. ELLIS. I can't answer as to-
Senator MALONE. Understand, this is not a criticism of Venezuela.

I think they have made a smart agreement. But. I want to have you
name a nation-if you know, and if you don't know your testimony
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in that regard isn't very valuable-that has kept the spirit of the trade
agreement, since 1934.

Mr. ELLIS. I am not familiar with every act that all of the nations
who are parties to trade agreements---

Senatbr MALONE. Are you familiar with one?
Mr. ELLIS. In one way or another. From the basis of the studies

that I have made-and I qualify that, Senator Malone.
Senator MALONE. Are you familiar with one?
Mr. ELLIS. I think Venezuela has attempted to maintain the spirit of

its trade agreement with this country, and I don't say that because I
represent them, but there, again, my qualifications still obtain because
I do not represent the Foreign Ministry of Venezuela, nor any of the
ministries that have to do with their tariff policies, so it might be that
somewhere along the line, maybe they have violated the spirit. I do
say, however, that from such studies as I have made, I think they have
maintained the spirit and intent, and certainly the wordage of their
agreement.

Senator MALONE. Do you know if they have an import permit
system?

Mr. ELLIS. I didn't understand.
Senator MALONE. Do you know if they have an import permit

system?
Mr. ELLIS. I do not know the details of what it takes to get an export,

say, from this country, into Venezuela. I do know at one time, at
hearings at the time the Venezuelan trade agreement was up for rene-
gotiation about 2 years ago, there were some complaints at those hear-
ings about the excessive paperwork that was required to get someimports into Venezuela.

Senator MALONE. I think your testimony should be weighed in the
light of just what it is, that while you are for this act's extension,
because it has favored the imports of petroleum, you have no knowl-
edge as to whether or not the nations with which these trade agree-
ments have been made, have kept the spirit of their agreements, or not.
That is a very fair statement you have made and you are not even a
lobbyist to try to get them to keep it. I understand you perfectly,
so go right ahead.

Mr. ELLIS. The primary purpose of my appearance is to oppose the
proposed amendment to impose quotas on imports of crude oil and its
products as well as any other general-language amendments which
might accomplish the same end other than through the escape-clause
provisions of existing law.

Senator MALONE. Then, you are against the Neely bill that is on
the floor of the Senate?

Mr. ELLIS. Very definitely, Senator.
Our principal objections to the proposed amendment are as follows:
1. The proposed amendment is inconsistent with and repugnant to

other provisions of the Trade Agreements Act-specifically the escape-
clause provisions.

2. The imposition of quotas on oil imports in the manner proposed
is contrary to the provisions of two existing international trade agree-
ments and would thus constitute breaches of contract on the part of
the United States.
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Senator MALONE. In this connection will you or have you submitted
the names of the jobbers and all of the members of your association
for the record?

Mr. ELLIS. No, sir; I will be glad to supply that.
We are in effect a federation of associations, so it will be the 27

associations that are the member of my group. No individuals are
members of it.

Senator MALONE. Then, would you furnish the number of mem-
bers that each association has? I wouldn't ask you to get the mem-
bership names of each one, but the members of the associations, their
addresses, the number of jobbers, and others that are members of
each association?

Mr. ELLIS. I will be very happy to.
Senator MALONE. When can you furnish that?
Mr. ELLIS. I could furnish the names of the associations very

quickly, but to procure the numerical membership of each association
would require my going to the field to get it, and we have a few secre-
taries that are bogged down with work of their own, so sometimes
they don't always respond as quickly as we would like.

Senator MALONE. Don't they have the number of their members,
that if you just wired them or called them on the telephone--they
must have the number of members that they have. I am not asking
for the names.

Mr. ELLIS. I would be happy to call them on the phone or wire
them except for one fact. We don't have any depletion allowance
budgets, and we frankly don't have the money in the till to go to that
expense. Now, if you want it bad enough, I will do it out of my own

ocket, but it is not in the budget. And I am not trying to quibble,
enator.
Senator MALONE. I am inquiring mostly for your benefit because

you are an individual coming here and admit that you know nothing
about how any other nation has kept their part of the agreement.
You are giving testimony that you are for the imports that have hap-
pened under the trade agreements, that you are against any amend-
ment that would regulate it. Now, just how heavy is your testimony?
The number of associations and the number of members they have.

Mr. ELLIS. As I stated at the beginning-
Senator MALONE. I would like to give you an opportunity to do this

thing.
Mr. ELLIS. And I will do that. The question is not whether I will

do it, Senator, but whether I can do it as quickly as you would like it.
The names of the associations I can have in your hands in the morning.

Senator MALONE. Bring that in the morning.
Mr. ELLIS. The numbers, that is something that will take me a little

longer time and I will certainly rush it to the extent I can.
Senator MALONE. Will you get the numbers of the members of the

association just as fast as you can and furnish it to the committee?
Mr. ELLIS. We will do that, sir.
Senator MALONE. The members in 27 States.
Mr. ELLIS. 33 States but 27 State and regional associations. For

example, 1 association-the one out in your section-is the Inter-
Mountain Oil Jobbers Council that takes in about 4 States out there.
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Senator MALONE. You can name the States in the morning, along
with the associations.

Mr. ELLIS. I will do that.
Senator MALONE. Then, the number of members in each association

you will get just as soon as you can?
Mr. ELLIS. We will do that.
(The information requested follows:)

NATIONAL OIL JOBBERS COUNCIL,
Washingto,, D. C., March 10, 1955.

Mrs. ELIZABETH B. SPRINGER,
Chief Clerk, Committee on Finance, United States Senate,

Senate Office Building, Washington, D. C.
DEAR MRS. SPRINGER: Pursuant to the request of Senator George Malone,

I am enclosing herewith for insertion in the record of the hearings on H. R. 1,
a listing of the member associations of the National Oil Jobbers Council. I am
also enclosing for insertion in the record some statistical data relating to the
reduction of quantities of crude oil and residual fuel oil that would be allowable
under the 10-percent quota formula that has been proposed. Senator Malone
authorized me to submit this data for the record as a part of my statement to
the committee on March 9.

I have received requests from all of the State and regional associations that
are members of the NOJC, for copies of the printed hearings on H. H. 1. I
realize, however, that it would be an imposition to ask for 27 copies of the
hearings, but it would be most helpful if you could provide me with 4 or 5
copies when they become available.

Very truly yours,
OTIS H. ELLIS, General Counsel,

NATIONAL OIL JOBBERS COUNCIL MEMBER ASSOCIATIONS

1. Alabama Petroleum Jobbers Association, Inc.
2. Arkansas Independent Oil Marketers Association
3. Connecticut Petroleum Association
4. Empire State Petroleum Association, Inc. (New York)
5. Florida Petroleum Marketers Association, Inc.
6. Georgia Independent Oilmen's Association
7. Illinois Petroleum Marketers Association
8. Independent Oil Men's Association of New England (Massachusetts, Connec-

ticut, New Hampshire, Rhode Island, Vermont)
9. Indiana Independent Petroleum Association, Inc.

10. Intermountain Oil Jobbers' Association (Idaho, Utah, Nevada, Colorado)
11. Iowa Independent Oil Jobbers Association, Inc.
12. Kansas Oilmen's Association
13. Kentucky Petroleum Marketers Association (The)
14. Michigan Petroleum Association
15. Mississippi Oil Jobbers Association
16. Missouri Petroleum Association
17. Nebraska Petroleum Marketers Association, Inc.
18. North Carolina Oil Jobbers Association
19. Northwest Petroleum Association (North Dakota and Minnesota)
20. Pennsylvania Petroleum Association, Inc.
21. South Carolina Oil Jobbers Association
22. South Dakota Independent Oilmen's Association
23. Tennessee Oilmen's Association
24. Texas Oil Jobbers Association, Inc.
25. Virginia Petroleum Jobbers Association, Inc.
26. Wisconsin Petroleum Association
27. Wyoming Oil Jobbers Association
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Comparison of actual 1954 oil imports with quota for 1955 as suggested by IPAA
and coal industry

[Barrels daily]

Residual fuel oil Crude oil and other Totalproducts I

Actual, Quota, Actual, Quota, Actual, Quota,
1954 1955 2 1954 1955 1954 1955 2

Ist quarter ----------------- 452, 000 165 800 671,000 660,300 1,123,000 826,100
2d quarter ......-.----------- 308, 000 130, 700 682, 000 589, 500 990, 000 720,200
3d quarter ....... .......... 266,000 121,100 735,000 603, 400 1,001,000 724, 500
4th quarter ----------------- 2400,000 154,900 8738,000 675, 500 1,138,000 830,400

I Excluding residual oil.
Calculated at 10 percent of domestic demand in corresponding period of previous year.

I Based on estimate of Dec. 27, 1954; distribution between residual fuel oil and other refined product
imports estimated.

Source: U.S. Bureau of Mines.

3. If the allegations of the coal industry and the independent oil
producers are correct as to injury, there is adequate provision for
remedy under the escape-clause provisions of existing law.

Senator MALONE. You really believe the escape clause is effective,
on this record?

Mr. ELLIS. I believe if the men down there will do what the escape
clause says for them to do, it will serve for the purpose I presume
Congress intended. It is a fact-finding group that comes up with
facts and recommendations for the President.

Now, then, if those men at any level, either on the Tariff Commis-
sion, or the President who has the final say under our law as it exists,
do not do what this law says, then we are faced with the proposition,
as we are in all laws, where the laws may be all right, but the men
fall apart.

Senator MALONE. Go ahead.
Mr. ELLIS. 4. The current effect of oil imports on competing do-

mestic industries has not reached such proportions as to require the
stringent action called for in the proposed amendment;

5. If residual oil imports are limited in the manner prescribed, it
will result in a serious shortage of supply which cannot be made up
from domestic petroleum sources;

6. The proposed reduction in residual oil imports would leave
thousands of consumers without any source of supply, thus requiring
them to purchase new burner facilities capable of using other fuels;

7. A reduction of residual oil imports will leave some consumers
with no alternative choice of fuels, thus leaving them at the mercy
of the coal industry;

8. The economic forces set in motion by imposing quotas on crude
oil and residual oil would, in our judgment, lead to higher prices of
all petroleum products throughout the United States;

9. The proposed quota provisions fail to prescribe any mechanism
for country allocations with a view to preserving foreign oil sources
most necessary for national defense-this despite the fact that another
section of the proposed amendment is predicated solely on the premise
of national security.

Obviously, enactment of the proposed amendment as to oil quotas
would constitute an avoidance of the escape-clause criteria and pro-
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cedure now in effect and, therefore, is inconsistent with, and repug-
nant to, this part of the law. Is there any greater reason for the
Congress specifically restricting oil imports than in granting similar
specific relief to the dozens of other industries who have and will ap-
pear before this committee, claiming doom and destruction unless
something is done to restrict competing imported commodities?

Senator MALONE. There I think you hit a very reasonable chord.
I think if you afford relief to one industry it should be afforded to
another and there are probably 500 of them right now that are com-
plaining about it and no doubt could show injury. Some of them
have shown almost complete annihilation. Go ahead.

Mr. ELLIS. It would appear to be more consistent that the escape-
clause provisions either be eliminated and the Congress reserve unto
itself the right to grant relief from excessive imports or, on the other
hand, the coal industry and the independent oil producers should be
requested to seek relief under the escape-clause provisions. It is note-
worthy that neither has sought this avenue of relief as yet.

Violation of international contracts: Under the authority of the
Trade Agreements Act, the United States has granted concessions on
crude oil and residual oil in two international agreements, the trade
agreement with Venezuela and the multilateral agreement commonly
referred to as the GATT agreement.

Senator MALONE. Now, both of these agreements come under the
most-favored-nation clause, do they not?

Mr. ELLIS. That is right.
Senator MALONE. That means every nation in the world could have

the same concessions granted to the principal nation.
Mr. ELLIS. That is correct.
Both of these contracts, or trade agreements, contain escape-clause

provisions similar to those contained in the Trade Agreements Act
and, in addition thereto, contain certain procedural requirements
which must be met before the rights of escape can be invoked. To
impose the quota provisions of the proposed amendment, without more,
would be in violation of the sacred obligations of these two inter-
national contracts.

I would like to state by interpolation at that point, that in 1951,
the Congress of the United States when it extended the Trade Agree-
ments Extension Act, put in there provisions which directed the Presi-
dent or his proper authority to take steps as quickly as practicable to
include the escape-clause provisions in any agreement that up to that
time did not contain them. Subsequently when the United States
renegotiated a supplemental agreement with Venezuela, they put in
that agreement the escape clause called for under the law pursuant
to the mandate of Congress.

Where would we look to a nation when we put an escape clause in
their contract according to the mandates of the Congress of this United
States, and they accepted it, and then we now come along and through
legislation, without resort to that escape clause, say in effect to them,
"your contract with the United States is not worth the paper it is writ-
en on, because we will tear them up at any time we get ready."

What position are we in? I say this, Senator Malone, without at-
tempting to argue whether those agreements are good or bad, if they
are bad there are terms in them whereby with 6 months' notice we can
get out of them. If we are going to repudiate the terms of our inter-
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national commitments, let's do it honorably and under the terms of
the agreements rather than by the passage of legislation.

I am not arguing whether the agreements are good or bad, but I
say this: There are terms provided to get out of them if they are bad,
there are escape clause provisions, and as long as they are there and
as long as we have the contracts, then I say we should use them.

Senator MALONE. We can cancel them on 6 months' notice after they
have run for a year, is that right?

Mr. ELLIS. Yes, sir; and all of 'these agreements-I am sure the
GATT agreement is subject to cancellation on 6 months' notice and so
is the Venezuelan agreement.

Senator MALONE. After 3 years?
Mr. ELLIS. It has already been in effect 3 years. You see, GATT

came in in 1946 or 1947, and the Venezuelan agreement is subject to
6 months' termination and for that matter the Venezuelan agreement
has some other provisions in it which could be availed of to cancel it
in 30 days. I won't go into the terms of that.

Senator MALONE. Now, without referring to any specific nation, but
if the foreign nations with which such agreement is made did not
keep its share of the agreement do you think the United States would
be justified in passing legislation?

Mr. ELLIS. If the foreign nation does not live up to the terms of its
agreement then there is provided in that agreement means whereby,
under the terms of the agreement-you don't need legislation-under
the terms of that agreement we can repudiate.

Senator MALONE. You mean you do not need the Neely bill in any
case?

Mr. ELLis. No, sir; not to repudiate the agreement. There are sev-
eral ways that we can get out from under these trade agreements.
There is another provision in the trade agreement, Senator, that I
don't think a lot of people know about but you possibly do, and that
is this: Let us say, for example, that Venezuela took an action, by
way of one of the concessions it had previously granted, and withdrew
that. First, they must go through certain procedures to do it. The
United States under the terms of that agreement can also take actionby removal of certain concessions it has given to compensate for that
difference.

Now, a lot of people think these countries can breach these trade
agreements, and we have to take it without recourse.

Senator MALONE. Mostly we do take it and that is about the way
it operates.

Mr. ELLIS. I wouldn't argue.
Senator MALONE. You are correct, that we do have our remedy.
Mr. ELLIS. That is right.
Senator MALONE. Go ahead.
Mr. ELLIs. Both the coal industry and the independent oil pro-

ducers maintain they are suffering serious injury as a result of exces-
sive oil imports. If their allegations in this regard are true, it would
appear that they first should be called upon to seek relief under escape-
clause procedures rather than avoid the procedures prescribed by law
and seek special relief through legislation. It is reasonable to assume
that they cannot make out a case on its merits and, therefore, have
resorted to political pressure to gain a desired end.
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During the heating season just passed, this Nation consumed all of
the residual oil produced domestically and all that the industry could
lay its hands on from foreign sources and even then the supply situa.
tion was extremely tight.

I point that out, Senator Malone, for this reason: You have hewrd
that theme sung, "Supplement but not supplant" for some time. Here
is a situation, and I am talking now about residual oil, where the
residual oil being imported is not supplanting any domestic residual
oil. They may have some arguments about coal but certainly it is
not supplanting any domestic residual oil.

To impose the recommended 10-percent quota on residual oil im.
ports would result in a serious shortage. The coal industry has at
tempted to leave the impression that a consumer of residual oil could
easily shift to the use of coal.

Such is far from the truth. As an example, a typical New England
fuel-oil jobber-Mr. John P. Birmingham, White Fuel Corp., South
Boston, Mass.-surveyed his customers and found the following--and
I might add this is in the record of the Ways and Means Committee on
H. R. 1-87 percent of all customers use heavy fuel oil for space heat-
ing entirely; 5 percent use it for space heating primarily; and 7 per-
cent use heavy oil for processing purposes primarily. Of 837 build-
ings and plants serviced, only 14 have alternate facilities to burn other
fuels and only 9 of these 14 have a 100-percent capacity on the alternate
fuel.

You have heard these coal people come in here for the last several
years and the way they talk you would assume that all you have to do
is cut off residual-oil imports and domestic coal will fill the void.

You can't put coal in a gas burner and you can't put coal in a
residual-oil burner that is equipped to use nothing but residual oil, and
this demonstrates it.

Now, I've got hundreds of jobbers all up and down the eastern sea-
board whose customers are in the same position.

It is, therefore, simple to see that many consumers, when deprived
of an adequate supply of residual oil, would be forced to purchase
new burner facilities capable of using other fuel and, if they follow
the pattern of the past few years, the other fuel will not be coal but
natural gas or a distillate type of fuel oil. There is no competition
between coal and residual oil for the business of a consumer whose
facilities will only use residual oil any more than there is competition
between a seller of whale oil and a seller of electric light bulbs for the
business of a man whose home is wired for electricity and is devoid of
lamps that would burn the whale oil.

Under current conditions, there are some industrial facilities so
equipped that they may alternate between the use of coal and residual
oil. Under such a situation there is competition for their business
and they receive the benefits pricewise of this competition. If
residual-oil imports are reduced and there is an inadequate supply to
meet the total needs of such consumers, they will then be at the mercy
of the coal industry from the standpoint of both price and supply.
The history of the coal industry does not lend itself to the belief that
this category of consumer will receive gentle or considerate treatment

I would like you, Senator, to just look for a moment at exhibit 2
attached to this statement of mine, where I have listed here some i
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the news clippings from 1943. That was the year that this Nation
was at war.

I testified before the Ways and Means Committee 2 years ago, and
in that testimony I stated I was sitting in a tent-in England, a buck
private, when I got a paper from home, months old, and there in the
headlines Mr. Lewis had called his miners out on strike. Now, that
is the industry, the coal industry who would have this committee and
uveiybody else in this country believe that they've got to be preserved
for national defense, when historically we can look back and see--if
you will look down on the right-hand side-the highlights of the
6-nmonth coal industry strikes in 1943.

In the middle of the war, they had to be forced back in the mines
and the pits, figuratively speaking, at bayonet point. And now they
are in here talking about "foreign oil should not be here, wait for
coal." Sure, wait for coal and maybe if we can cajole Mr. John L.
Lewis into letting his miners work, we can get it.

I am sorry I got a little hot about it, but this has been backing up
in me for 2 years and I am sick and tired of listening to these people
come in and bellyache and squawk-because of what? My jobbers,
for one. What did we do? We went out here and took 80 percent of
the domestic heating oil market. How? Because we went and sold
in the hard-driving competitive arena of American commerce. We
took it away from the coal industry in the American way, and we are
not going to give it back in any easy way.

We have done the same thing with residual oil, to the extent that we
have that sort of a market. Are my people up here bellyaching and
asking somebody to give them a subsidy . We have never, since I
have represented them, been before the United States Congress asking
for anything except that we be allowed to compete. And the only
rules we ask for are a reasonable set of antitrust laws and fair-trade
laws-and I don't mean laws that are good for the little fellow and
strangle the big.

I am talking about rules that are reasonable for all-you give us
that. We may go broke, but we won't come in here and ask for de-
struction of the things that made this country big and great. And
I don't like to see the coal industry, as big as they are, yaking their
heads off, when the prime trouble with them is they won't try to help
themselves.

What have they done with that filthy stuff they've pulled out of the
ground for the last 25 years? Have they made it any easier for a con-
sumer to use?

For example, I told the members of the Ways and Means Commit-
tee-how many of them use fuel oil? I checked their homes. How
many used natural gas? I said to them, "Why do you use these com-
modities?" Because it is more efficient. It lends itself better to auto-
matic operation. In brief, we've gotten you a better product. But
what has coal done? What did they do over here with this committee
that was appointed by the Cabinet to study the problems of the bitumi-
nous industry? They handed in a petition over there that asked for
what? Freight-rate subsidy; demand that the Government use coal
instead of oil; demand that the Government force others to use coal
instead of oil; they want imports restricted. They wanted a dozen
other things.

825,
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Was there anywhere in that petition-one single word-where the
coal industry said, "All we are asking for is: you help us help our-
selves"? Instead of that, it was "gimme, gimme, gimme," the same
old theme song we have been listening to for the past 25 years. We
have built up a nation here of businessmen who are willing to get out
and scrap in the competitive arena, as my daddy did, and as I have had
to do. Whereas the coal industry cries and complains but are not
willing to use hustle and sweat and exercise initiative and ingenuity
to keep their heads above the water.

In brief, they want somebody else to hold them up. Well, I don't
like that, and neither do the people I represent like it. And I would
say this: If we can compete with the Standard Oil Co. of New Jersey,
surely, the coal industry can compete with my jobbers, without the
Federal Government coming in with a bunch of artificial rules and
establishing some means whereby they are given artificial respiration
from now until doomsday.

I am sorry to get heated up again, Senator, but I feel this issue
keenly.

Import restrictions on crude oil will leave the control of supply pri-
marily in the hands of the regulatory bodies of the various oil-pro-
ducing States. The laws of these various States permit limitation of
production to demand. So long as this complete control would exist,
there would be a tendency to increase the price of crude oil with con-
sequent price increases in the prices of petroleum products.

The hearings on the Simpson bill had hardly been finished in 1953
,before the price of crude oil in the United States was increased 25
cents per barrel. This despite the fact that the independent producers
contended that we had an oversupply domestically and were being
flooded with cheap foreign oil. Surely if they can increase the prices
under circumstances such as that they can do what they please with the
price when imports are restricted.

It appears that the independent producers deplore Government con-
trol (as in the case of gas production) when it works to their disad-
vantage, but they clamor for it when they feel it will make them an-
other buck. All of this, of course, is done in the name of national
security.

The quota provisions ignore the requirements for national defense.
I know you must get as sick as I did, when I was counsel for the House
Small Business Committee, seeing these industries traipse in, one after
another, with their problems all wrapped up in the American flag.
And when you started picking and pulling to get down to the roots of
what were the causes for their problem, all too often you found that it
was because they refused to get out of the rocking chair and go to
work physically and mentally.

It is generallyy agreed in the petroleum industry and among the mili-
tary authorities that the geographical availability of oil for national
defense is important in the following order: (1) United States; (2)
the Western Hemisphere; and (3) from such other sources as we can
obtain it.

The quota provisions do not prescribe any mechanism for allocation
on the basis of the order of significance to the United States, either
from the standpoint of economics or national security; this despite the
fact that another section of the proposed amendment is predicated
solely on the premise of national security.

826



TRADE AGREEMENTS EXTENSION

Senator MALONE. What are those other sources?
Mr. ELLIS. Well, they would be the Middle East, primarily. That

would be Saudi Arabia, Kuwait, Iran, Iraq. They have now found oil
in Egypt. There is some in various other countries.

Senator MALONE. Now, that oil might be available to Europe, but
the evidence we secured through another committee is that the oil pro-
duced in the Middle East could be destroyed very quickly. I don't
know whether you are familiar with Senate 1627. If you are not, it
cam be secured. It was a Senate report of last year.

Mr. ErLIS. Was that the one that covered your committee hearings?
Senator MALONE. Yes.
Mr. ELLIS. Yes; I am familiar with that. The local and Western

Hemisphere sources could be defended from attack, but your third
source of supply might not be too good.

My purpose in listing it this way was not to say that oil from these
other sources could be defended. I have tried to list oil availability
in order of importance.

Senator MALONE. I think you are right about the order. Our com-
mittee decided that the Western Hemisphere could be defended, the
going-concern industries could be defended and available. There
might be some loss at first, due to submarine warfare, but there have
been tremendous improvements in the automatic devices that would
protect the shores, but not across a major ocean.

Mr. ELLIS. I am glad you brought up that report. I have read it
and I followed your hearings closely at the time, attending a great
number of them.

Senator MALONE. The report was primarily to determine whether
or not the people were right who have contended for years that you
had to protect Europe and Asia and everywhere else. I think we
stopped that conclusively.

Mr. ELLIS. This Independent Petroleum Association that you were
talking about awhile ago, as well as the other groups that fall into the
same category, are endorsing this bill, this proposed amendment.
They endorsed it in the House. IPAA, about 2 years ago, prepared
a report, I won't say they issued it, where they made a study of the
Western Hemisphere sources of oil, and in that they made the same
determination-they made the determination that Western Hemi-
sphere oil was of serious importance to this Nation.

Now, they come up here with an amendment, however, that would
restrict imported oil, without regard to where it comes from, Senator.
They are inconsistent. If they believe what they say, why didn't they
say that we think preferential consideration should be given in the re-
strictions, so that Western Hemisphere oil is given some measure of
protection or preferential consideration, but they didn't. They are
inconsistent.

Senator MALONE. If you were here, perhaps you heard my question-
ing of the witnesses. My general feeling is that the domestic pro-
ducer, the workingman, and the investors of this Nation are entitled
to protection in whatever they are producing, through a duty or
tariff that would make up that differential in cost, between the produc-
tion cost here, considering the wages and the taxes and all other busi-
ness costs, and that in the chief competitive nation. That does not
prevent imports at all. It simply brings them in on your level of
costs and protects your standard of living here.
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So far as I am concerned, with the information that came to our
subcommittee of the Insular Affairs Committee, the national-defense
item or argument appears to have no weight, as far as the Western
Hemisphere is concerned, but the economy of the Nation does carry
weight, and I personally have always been against this sort of thing
that allows the President or anybody arbitrarily to say to you that it
is better that we dispense with the industry, or a part of the indus-
try, regardless of the cost, and allow imports in that particular indus-
try to come in, on the theory that the dollars thus obtained by the
competitive nation would be spent here to enlarge some other industry.

I don't think that was the import of the Constitution of the United
States at all. Of course, you are familiar with the fact that the
Constitution of the United States empowers only Congress to set the
duties that we call tariffs and regulate foreign commerce and foreign
trade. My position is crystal clear, I believe, and that was the reason
for such extensive hearings in the committee of which I was the chair-
man in the last session of Congress.

We heard 360 witnesses, held 58 hearings, and published 10 volumes
of testimony, and anyone who had any fear at all on the subject was
invited before the committee; that is to say, from each sector.

The conclusion, as you no doubt have already noticed-the recom-
mendation, the No. 1 recommendation-was that you can defend the
Western Hemisphere and make it self-sufficient, so any argument that
you have to defend any area across a major ocean to get these materials
falls on its face.

You have heard no arguments, through the executive department,
through any Cabinet officer, or anyone since that report was rendered,
to that effect. I think we can say that. We stopped it cold.

I am prepared to really go to the fore for that particular conclusion.
Then the second conclusion is that we allow the Trade Agreements

Act to lapse, go back to the Constitution of the United States, article I,
section 8, and provide equal access to the markets of the United States
for the American workingmen and investors.

That is what primarily the recommendations amount to. Anything
can compete on an even basis in this Nation. Nuclear fuel may come
along someday and put you all out of business. Perhaps you will be
happy to see it. You would have no kick coming. The kick you have
coming, in my opinion-and I have been in the business for 30 years-
the only legitimate complaint you have is when a foreign nation is
allowed to bring something in at a lower wage or lower taxes, or lower
cost of doing business, while our own producers are deprived of pro-
tection that gives them equal access to our own markets.

Mr. ELLIs. I am glad you bring up that laid-down price versus
domestic price. You have heard some testimony today from the coal
people about this cheap foreign oil. Well, I wish one of those gentle-
men would give me the sources of any cheap residual oil because I have
a bunch of jobbers who would grab it.

We pay the same price for imported residual oil laid down in our
storage tanks as we pay for domestic residual oil. So, if there is any
cheap oil floating around, Senator, God knows, we want it.

Now, I don't know about the prices of crude oil, as how they might
compare, but I have been advised that Venezuelan oil is laid down in
this country, giving due regard for the tariff differential, so that the
same price, comparable grade and quality, as domestic oil.
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Senator MALONE. The tariff has been cut and is no longer the con-
trolling factor, but let me explain to you that I think you are very
earnest in what you have said to this committee. My position has
not changed for a long time. I believe the American workingman
and the American investor are entitled to the protection of a duty and
a tariff, as we have come to call it, that represents a differential of
cost, due to the difference in cost of doing business here and in the
chief competitive nation, and difference in cost in production of the
sname or a like article.

Now, anything more than that would have to be taken up in Con-
gress, like the sugar business or some special product. But if you do
not extend this act, you are automatically on your way back to the
1930 tariff provision, which is exactly that provision in so many words;
that the Tariff Commission is directed by Congess, on principle, to
determine the cost of the production of an article, here, and the same
article or a like article in a foreign nation, and the difference is recom-
mended as the duty.

You are entirely familiar with that, I suppose?
Mr. ELLIS. Yes, I am very familiar with it.
Senator MALONE. I am for that provision, and I think until we get

back to a principle laid down by Congress for all industry, and quit
sharpshooting, each man trying to save himself-just like drowning
men at sea, it there is a plank in sight, someone grabs it-I think as
long as that goes on, you are going to get the type of thing that this
Nation has been getting that is slowly destroying many industries.
That, of course, is on]y a point of view, and I am very frank about it,
in my debates on the Senate floor, and in the reports that I have been
able to make in my time here. My questioning on this committee has
been along that particular line.

Industries are trying to save themselves through some patent-
medicine formula, as I told someone today, and he didn't seem to care
much for what I said, but I still believe that is what they are doing.
I don't say how I will vote on it when it comes to the Senate floor,
but personally I am not for the quota system unless it is applied to all
products alike that are in trouble.

Mr. ELLIS. I wouldn't care to comment on your ideas, because I
haven't thought it through thoroughly, and I wouldn't want to sit here
and say I agree with you or disagree with you, until I had given it
consideration.

However, I would like to make this observation along the patent-
medicine line: I don't know how many of these various other indus-
tries that come in that are claiming they are in trouble are really hurt
by imports, or whether that is a good mule to pin the tail on. I don't
know. I would say this, that if the facts which support the position
of most of them are as tenuous as I think the facts supporting this
coal industry's arguments, as well as the domestic oil producers' argu-
ments are, then maybe there are not as many people really hurting in
this country, because of imports, as they would have us believe.

But, be that as it is, we need in this country-whether what we
have are the best or not, I don't propose to know-but what we need
in this country are reasonable tariff policies that will promote indus-
tries who are willing to be aggressive, industrious, manifest initiative,
and are willing to do it the American way by providing the consumers
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of this Nation the best products under competitive conditions that
they can provide. We do not need a national wet nurse.

I don't care how you write it, cut it, slice it, or spread it. I am for it
ind so are the people I represent.

Senator MALONE. Now, the thing is all the Tariff Commission was
created for in the first instance-we got away from the idea of rev-
enue purposes many years ago. They learned something from year
to year, and finally they learned that the thing to do was to lay down
a principle of fair and reasonable competition. You have just out-
lined that you are for that.

In other words, your product is costing about the same as is paid
for the domestic product, and if anybody can beat you out, on the cost
of the domestic product, paying the same tax, the same rate and
everything, you would have no kick, would you?

Mr. ELLIs. I don't know how far this theory would go. Whether
it would reach back to production costs. So far as our people are
concerned, we pay the same price for imported residual oil.

Senator MALONE. Take your statement at face value: If you are,
then, if-no matter what it is in this Nation can beat you out, that pays
the same wages you pay and that the producers in this country pay,
then you would have no kick coming, would you?

Mr. ELLIS. I would have no kick coming and I promise you this, the
day the people I represent come down here whining to this Con.
gress and ask for a special type of protection in the American arena
of competition, they will do it with another general counsel, and I
mean that.

Senator MALoNE. Let me say this to you, just to complete the
record-time is of no object to me when I am talking with someone
who I think is trying to find the solution. All the tariff was ever
supposed to do was to make that competition fair and competitive,
so that never was it supposed to make up anything but the difference
in the cost of doing business, here, and producing an article or like
article in a foreign nation, and here.

And that, I understand, you are not opposed to, because, from what
you say, you are paying about the same price, and you want fair
and reasonable competition. That is what you want, isn't it?

Mr. ELLIS. That is right. Fair and reasanable competition. I
certainly want that.

Senator MALONE. That is right. And that is exactly the principle
laid down by Congress for the Tariff Commission to operate under,
in 1930, which it has never allowed to function.

Now, this thing called the Trade Agreements Act has come along
to allow some one man to disregard that difference in the cost of
production and that fair and competitive, reasonable and competi-
tive situation.

He can disregard it entirely for a number of reasons. Any reason,
the way the act is worded, either a national situation, or the relation
between industries, or an international situation, or a political situa-
tion internationally that he thinks might be remedied by allowing
more imports in one industry and more exports from another indus-
try, and change the industrial map to that extent, of this Nation.
That is what I object to. I don't object in any case to a fair and com-
petitive basis of doing business, no matter how it is brought about.
But this law doesn't intend to bring that about. You are for the
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extension of it, and I doubt very much if you have thought it through,
but you are making a good witness for your people and you have
said things here that make sense. You just want a fair and competi-
tive situation. And that, I think, when the Congress finally wakes
up-and I think it will and I think it will not be very long-it will
come back to the principle of fair and reasonable competition, and a
principle that covers all domestic industries of this Nation. And
of course, you know that 50 to 60 percent of all the products never
have had a tariff because we were not producing enough of them to
become competitive.

We had a good law, but we just didn't follow it. We followed this
propaganda that extremely high tariffs had been set on everything and
you had to cater to the foreign nations in order to keep them from
blackmailing you.

Right now, we are under the greatest blackmailing scheme that
anybody ever saw.

Recently we have had a picture of the United Nations passing a
resolution and creating another worldwide trade organization that
is supposed to do the same thing, theoretically. We have no control
over what they do, at all.

They go by majority vote, and we are so far outvoted, that it is not
even funny.

The International Materials Conference was created by the State
Department, following the refusal of Congress to accept the Interna-
tional Trade Organization.

All I would like to see is just to get back to another commonsense
attitude which is already on the lawbooks. We don't need any new
laws except maybe one limited to 50-percent up and 50-percent down.
Inflation has lowered tariffs more than 50 percent.

I like to see people take an attitude that what they want is fair and
reasonable competition, however, it can be arranged and I gather from
your testimony that that is really what you want.

Mr. ELLIs. I think I could pretty well summarize our feelings about
our tariff laws this way, Senator Malone-and now I am speaking
personally and not from any resolution of the council, as I do in
everything I say in my statement. I don't go beyond that. Whether
what we have is good or bad, or the best that could be, I won't profess
to say.

I will say this, that so long as our tariff policies are administered by
men who are appointed because of political affiliation rather than be-
cause of their background of experience, and their ability as being
warranted to take these matters, say, for example, as they come before
Tariff Commission, and weigh them carefully without bias or political
feeling, or pressure, but weigh them as carefully as the frailty of a
human will permit, until we have such a thing as that, we are going to
have problems with any tariff policy, or law that we have, Senator. I
say that regardless of the way the thing comes out about oil.

Senator MALONE. What you really want, though, is a fair and
reasonable competitive chance to do business.

Mr. ELLIS. That is all we ask.
Senator MALONE. I think that is clear enough, and the record is

clear in that regard.
Now, will you go right ahead and finish up.
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Mr. ELLIS. There is one thing that I would like to clear up before
I move farther and that is this. When I talk about the order of im-
portance of oil from a geographical standpoint, to our Nation in time
of war-and I list them United States first, Western Hemisphere
second, and wherever else we can get it-I would like to make it clear
that while we might not be able to defend the oil in the Middle East
that is now produced, and controlled by, principally, American com-
panies, thank God we now have it, so that if war came, we could at
least, before we got out of it, neutralize it to a point that our most
likely enemy, Russia, could get it.

Now then, I don't kno-w how to go about trying to insure that we
hang on to that.

Senator MALONE. Well, that is impossible, of course.
Mr. ELLIS. I don't mean in time of war, Senator, but let us try to

hold it in time of peace so that these folks over there don't say to us,
"We don't like the way you are handling our oil, we will let Russia
produce it, and you get out of here."

Now, I don't know how to do it, but I didn't want to leave the record
in a point where it might indicate that I was ignoring Middle East
oil.

When we talk about crude-oil imports, we don't want any restric-
tions on any of them from any source, because if they cut them off
and left the demand and supply situation in the hands of the Railroad
Commission of the State of Texas, and the price of products went up
it is my jobbers who have to walk into the farmyards and say, "Joe,
I am sorry, but gasoline is a cent a gallon more today; tractor fuel
is three-fourths of a cent a gallon more." We are the people who
have to go to the service-station operators who are now out here,
faced wit]i price wars and every other conceivable type of competition
and say to them, "Gasoline has gone up a cent a gallon more." It was
embarrassing 2 years ago, when the price of crude oil went up-no
rhyme or reason for it-and these station operators and these farmers
said, "Well, we read in the paper where the country is being flooded
with foreign oil. How do you raise the price of oil to us when you
got so muhof it it is running out of your ears?"

My people can't explain it, Senator.
Senator MALONE. We do have the antitrust law, the Sherman anti-

trust law and I think if it is enforced the competition in this country
will take care of it. I don't think you have to buy any nation. They
know if they go to Russia that they will have a rougher time than
they could possibly have with us.

The duty doesn't keep out imports. They come in if they are
needed.

You can get minerals cheaper in Africa with the low-cost labor. Of
course you can. You can make almost any product in the world
cheaper with low-cost labor, with our machinery and our direction,
and ship it in here. That is the reason that there was set down for
the Tariff Commission the principle of fair and reasonable compe-
tition.

The reason I am giving time to you is because you said you wanted
competition and I believe you.

Mr. ELLIS. That is exactly the way I feel. I am just as independ-
ent, as my jobbers.
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It is the consensus within the petroleum industry that we have ap-
proximately 2 million barrels of daily capacity in excess of current
demand. It would appear to us that if this Nation has achieved a
position of oversupply of crude oil then there is no further necessity
for the 21/2 percent depletion allowance as an inducement to find
more oil and thus aggravate a situation of oversupply.

Senator MALONE. You know they have that 271/2 percent deple-
tion in income wherever it is produced, Venezuela, the Middle East,
and everywhere else.

I am for that, because I think we would have been out of oil, only
for this depletion allowance. At my suggestion, this committee in-
cluded in the tax bill last year, a depletion allowance of 23 percent on
31 minerals. There is some gambling money to find new supplies and
I am for that. I don't think there is any occasion to compare it to any-
thing else, at all.

If we temporarily have an oversupply, let's keep an oversupply in
the country. Give them the gambling money. Give the miners the
gambling money and let them go to work.

Mr. ELLIS. I and my people are not opposed to depletion allowance
per se. I want that definitely and clearly understood in the record.

We do have, I recall quite vividly, the testimony of producer after
producer who appeared before the Finance Committee, as well as
the Ways and Means Committee, year after year, saying that we need
the 271/2 -percent depletion allowance as an inducement to go out and
find more oil to insure an adequate supply both for our own domestic
economy and for our national security. I think that had it not been
for the depletion allowance, we would not have the oil we have today.
What I am pointing out is this, though, Senator, that those people
had better watch their arguments for consistency. Now, the oil boys
are in a different position from the mining people you are talking
about; the oil people in addition to having their depletion allowance,
also have the intangible drilling cost factor which I don't think your
people have, or from a practical standpoint they can't use it in the
same way as the oil people have.

So that the oil industry, when you take their combined proposition
of intangible drilling cost, plus the 27 1/ 2-percent factor, they had bet-
ter watch their step when their argument is: "We need it as an in-
ducement to have adequate supply," and then they come in and say,
"We have adequate supply and now want to curtail imports."

Senator MALONE. I think it would be a very shortsighted policy to
threaten with reduction or elimination of depletion allowance simply
because there was no method of equalizing the cost from a cheap
labor country or a cheap production country and the production here.

You know my position on that, and my position is very clear on the
depletion allowance. I think as long as you have an adequate deple-
tion allowance you will have oil in this country and when you do
away with it, you will not have it, and that is a very great considera-
tion, both economically and in national defense.

It is obvious-almost anyone would realize that, with our new
weapons and defense, that you cannot get a barrel of oil from the
Middle East an hour after the war starts. I know from my own
knowledge when I was in the Middle East in 1947. I saw all these
oil areas and wells at that time. Almost every outfit, including the
English, had a very intricate method where they could almost instantly
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destroy their wells and get out if war started. They had to get out
and they knew that.

Go ahead.
Mr. ELLIs. It is on the basis of this reasoning that the National Oil

Jobbers Council recommends to this committee that if you see fit to
impose quotas on oil imports that you also take the necessary steps to
either reduce or eliminate the depletion allowance during such a time
as the quota remains in effect. It strikes us that any other position
would be inconsistent.

These independent producers have been groaning and prophesying
doom and destruction for 25 years if imports were not restricted.

Despite their prophesy of doom and destruction, we have the health-
iest oil industry that the Nation ever saw. We drilled more wells last
year than ever before in our history. We produced more oil than
at any time in our history. The oil industry has bred millionaires like
rabbits and the integrated companies-both those engaged in domestic
operations as well as those in foreign operations-have seen their assets
and incomes achieve levels undreamed of. Yet, in the face of all this,
the independent producers would have you believe that they are drown-
ing and that all future wars will be lost unless immediate action is
ta en to restrict imports.

Surely, if the independent jobber is willing to battle for his existence
in the toughest competitive arena known to American industry then
the coal industry and the independent oil producers should be willing
to do the same.

Please see exhibits 1, 2, and 3.
I would like to point to this last exhibit. It is an article reproduced

from Oil Forum, entitled "Independent Petroleum Association of
America-.the False Prophet." In there, they have abstracted these
prophecies of doom that for over 20 years these independent producers
have been giving to Congress.

I would direct your attention, Senator, to the last page of exhibit a
under "Conclusions."

Now, Senator, I, like everybody, think I am a person of average,
practical tendencies. How, in the face of growth as reflected by this
industry here, can we say that exports have ruined us?

Why should we believe any more today the independent's claim of
doom and destruction than 10 years ago when they were howling?

Senator MALONE. Well, now, I will say this to you-and I am the
one I think who had a good deal to do with blowing up the Ickes myth
that we were running out of oil continuously.

It was in 1948, in an Antonio, and in Chicago before the American
Petroleum Association.

The first thing I said, if I remember correctly, was that the United
States of America cannot possibly run out of petroleum fuels except by
design, and then I went on to tell why.

Harry Dexter White and his people were behind this scarcity theory
in the first place.

White recommended, you will find, and maybe you have noticed
it in the report you have, No. 1627, Senate, that we loan Russia $10
billion to develop materials and sell them to us because he said we
would run out of petroleum in 13 to 16 years, run out of 6 or 7 other
minerals, in fewer years than that.
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Therefore, he said, we must import petroleum and minerals and
keep our own in the ground. You are familiar with that. You
are familiar with Ickes bawling to high heaven all the time. God
bless him, he is dead now, but I am like the fellow who says, "I am
sorry lie died, because he was one man I could always whip."

You see, we were on the verge of taking all that advice.
Ickes, every year had a bill in, or someone working for him, to do

away with the depletion allowance. If he could have accomplished
that, we would have run out of oil. Who was directing Ickes?
No one can make me believe he was disloyal to his country. He was
loyal to this country. But he was following the line, and didn't
know it. Those are the people who do harm in this country.

If you do away with fair and reasonable competition and you con-
tinue this Trade Agreements Act, we might just as well follow
Harry Dexter White's direction because we are becoming dependent
on foreign nations for things we can't fight without, and you will
find that in the report.

"We are putting ourselves out of business to such a degree that the
Government of the United States has to loan the taxpayers money
so that people can go into business to keep us going.
If we could only get back to just a little horsesense.
Mr. ELLIS. That is a short commodity around here, Senator.
Senator MALONE. It is a short commodity in Washington, and is

getting worse and worse all the time. People don't like what is
going on here, but they duck their head and take it, and say, "Let's
get something to permit us to live another week." That has been
the spirit of 90 percent of the witnesses who have appeared before
this committee.

Mr. ELis. The (lay I walk in here asking for any form. of subsidy
or undue protection, I hope you will remind me of what I said today.

Senator MALONE. You stay with that one thing that you said here,
that all you want is a fair and reasonable competitive basis for doing
business, and you will survive a long time. If I have anything to
say about it, you will. But whenever you get to the point where you
want an advantage of cheap foreign labor, or the advantage of cheap
production that comes from a foreign nation, you will get very little
sympathy from me, and I am very frank with you.

Mr. ELLIS. I don't know the cost of producing oil in Saudi Arabia,
nor the cost of producing oil in Venezuela, nor for that matter, the
average cost of a barrel of oil in the United States.

But whatever those may be, Senator, the situation up to date does
not reflect to me that our domestic industry has suffered serious injury.
That is the point I am making here today, and these are the facts.
They are not my opinions. These are the figures.

Senator MALONE. You are submitting those exhibits as an exhibit
for the committee, not to be typed in the record, but as an exhibit?

Mr. ELLIS. Yes, sir.
Senator MALONE. That will be exhibit No. 2 that you have offered?
Mr. ELLIS. That is exhibit No. 3.
Senator MALONE. You may submit it for the record.
Mr. ELLIS. I have three exhibits to my statement. The first is-
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Senator MALOx. That will be typed in the record, because it isSimply figures.

(TR e tabulation is as follows:)

EXITT I.-Work'stoppages in, biturnious coal niinny, 1927-52'

Number of Man-da) Number of Man-days
Year Stoppages workers In- Ile Year Stoppages workers In-

volved o|VeaId

JIM027 .... 22 17.000 23000000 19441-- - 34 24.400 3,00
19 ...... 30 63,300 5,940000 1 75 593, 000 6,750.000
I=J ...... 18.10 192,000 1942 ...... go 43.800 264.000
1930 .... 52 20.800 883,000O 1943 .... 400 487,000 7,5A10, 000
1931 ... 57 52.400 1,640,000 1944 --- 792 230,000 1. O 000019302... 43 660 8591,000 1945 ..... 4S 482,000 5 ., 000

1933 ...... 102 142,000 2,210,000 1946 485 834,000 9,500.00019478 110,000 1,.500,000 1947 ... 415 490,000 2, 190,.0001935 ... 42 421,000 2, 970,000 1948 ... 561 582,000 9.5M0,000
1936 ---- 38 10,600 533, 000 199 ...... 421 1,130,000 15,70000
1937 ...... 99,300 1,930.000 1950 ...... 430 16I , 000 9, 320, 000
1938 ...... 27 9,50 133,000 1951 ...... 549 213,000 87. O
139...... 25 355,000 7,300,000 1952 5----- 60 472,000 2.760.000

Mr. ELIS.. With your permission, Senator, I would like to put in
a little better form than the rough draft I have now, at the conclusion
of my statement, figures showing what the reductions would be ufider
this quota amendment which has been proposed.

Senator MALONE. Why don't you just submit that to be included
in the record, and then submit the supplemental statement to the sec-
retary of the committee. No doubt it will be printed in the finul
reord.

Mr. ELLIS. I would like to have it printed at the conclusion of my
testimony. It is very meager. I have. it here, but not in the form L
would like to have it in the record.

Senator MAJANE. It will be accepted but put this in the record and
bring your supplemental statement which can also be printed in tile
record'

Mr. ELIS. Yes, sir; because these figures, particularly on residual
oil will reflect, Senator-and I don't want to prolong this any fur-
ther, but I have a lot of jobbers up there that this is life and death for,
and there are a lot of consumers that it is even more of a life and
death proposition to than any jobbers.

If this quota as to residual oil that they have recommended goes
into effect, it would mean that next winter, New England is going to
be one awful niess, because they will not have the fuel.,

Senator IIALONE. You sub]init any statement you wish to submit
within reason and it will be entered in the record.

(The document referred to is as follows:)

INDEPENDENT PETROLEUM AssocIATioN OF AMERICA-THE FALSE PROPHET

As the leading exponent of close restrictions on oil imports for the past quarter
century, allegedly detrimental.to domestic operations, the IPAA has testified In
strength before an average of somewhat more than two congressional com-
mittees a year to repeat Its prophecy of doom like a scratched phonograph
record. Only once, 22 years ago, did it in part get what It asked for-only to
declare it ineffective. Since that time import tariffs on petroleum have been
gradually lowered, yet the domestic oil-producing Industry bas waxed even
more prosperously-and the official rt-cord, fattening innumerable Government
publications, proves the Independent Petroleum Association of America to be
self-convicted of wholesale inaccuracy in its predictions. This history of false
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.'miners have said that they are-

il ling to resume work, provided the
$U e outhliiifopeitdis also resume rain-'
Ing operations tnder the terms of

"the-Presldent's proposal. The South-
er operatos.vwbo hlve been insist-,
low up. upon ahinaiice o a wage

- "-' diferontiai a~tegbdiy~ basd tnhigher

S;.,
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Coal .Strike Looms
The ultimatum which John L.

Lewis has. deliyered to the Federal
Government in behalf of the .nIted
Mine Workers virtually preciuies
any hope of a peaceful settlement of
this.lisue, Mr. Lewis. possibly with

* extensive support In his union, has
taken' the position that the miners
are not amenable to Government
erontrol-that'their dispute with the
operators must be 'settled on terms
which he approves and under con-
ditions which he dictates,

This is the effect of the letter
which the UMW Policy Committe'e,
at Mr. Lewis' behest, has sent to
Secretary of Labor Perkins. In this

Letter the War Labor Board, set up by
the President tO handle all wage dis-
putes. is roughly brushed aside as the
"pawn of designing politleos." Mr.
.v' s d MhAnds that the coal opera-

!4#iwho carme to Washington at the
w, b, d's request. bd ordered back to
New Yrk atoncetO re mq direct
negottation3 with .ite icr#. And.
he adds, imle. tt' I. isone it Is
.rlkctly'reasonable to Io utie" that
the mine workers will-nj, "trespass'
upon the properties of t e coal oper-
ators after their eontr . expires on
Aprll'. :. This, ith i effect arnd
I Intent, is as flagrant a liaice of the
-Oovernment -as thi coutitry has
-itnessed i many a Iing day.

WhaL )iS the Odver ient going to
d about it.If g eral strike in
fiA AndtdIrv, onmeseffective

New Strike Threat
In view of the :,ltlAn talen by

John L. Lcvwi wit expect to tie
.War Latr," Eoard's '.:st mine pay
dlzcision, ti':'e :"';~|' 4 uti le hope of
h:dnn' e1 it :ruc!'al coal strike
nr ! wex k; i- e ter%, i. rerrn'c the
m atter ~to l'e Vilie Iue. tile
hoard too% 1I i- -i',niv ration I tour:xe

e'.i. . -A tpp ,: thle l eri. bat'k to Wwic.,
1.1 ;l J1111P. But tI -; v,:,., a "'Aram'"

Iv Ilst enlv 1il ! O '..bcr 30 1 unle4s
a i t ,'izactnry millrt could be
woked out in ihe it erlm.i Tlhat,
deadline expires Sunday niglt, and
Mr. Lei* i ha indicated that lie Will
not be .7vttisfied with the, trms of
the prOpo..cd cott'ract whieh the
board outlined this week.
Mr, LewiS takes the view, which

he has cotnnuicated to the district
presidenL of the,
-j lat tile boadS pro sales Con-
j6iO ae a cut fii the miners' basic
w ,",,'H r -,: . He ai'rlves at tills con-
Cluili i : i lauding pay for tra'.j

- time i;! hi, nay'. of the. boarv;
'plillI, "whill e'' v.'ing - from- s

* $ta4teflV~it '(If the bazWierattS. S1.5 c'
'ti' fli!t ters1,ve ever benl)2 for
travel ti.h, ho ,,'", .i ,seemn.',,ii-:

- ou."ly Iif-,; -icr [ x hllp to c tupt
now tO" nelud -: ' i ' is: itiu .
in tiny definithoti of l'..-jt es of
p'ay'.1 But that I:; , M:.t r. wlsliual
d an, ad in teltinY the ilers tha
the Coverlnent i ilt 'pdtl t

Cracking the Whip
For the. second time within a

month, John L. Lewis and the jf54.
Mine Wrkers have resorted 1t7--
sTrike in the vital coal industry to
force -the Government and the mine
operators to 'meet their wage. de-
mands. To most Americans, who
would not think to challenge the
authority of their Government In
time of war, It is a humiliating.
spectacle. JUN 2194

This second strilke-Mr. Lewis'calls
It a refusal to trespass--bahs come
about in almost casual fashion.
After the Government had taken
over the mines following the first
strike, and after the men had gone
back to work with American flags
flying at the pits, the War Labor
Board stepped out from under the
main point at issue by returning the
portal-to'portal pay question to col.
lective "bargaining negotiations be-
tween the miners and the operators.
Thl,. on its face, was Unrealistic
since the Govcrnment,.and not the
private owners, was, operating the
mines. Furthermore, this question

-'had been the subject of Oegotlations
fo r weeks plor to the firstatike, and
was certified.to the board only aftei
It had become 'evident that fhe
parties to the tegotiatlon*t could
not agree.,

Nevertheless, Mr. Lewis and the
operators--the latter' deprived' of
controlof their mines-resumed
their discussion. When two Weeks
passed without agreement, Mr, Lewlp-
granted. tn ex'nsion of the "truce"

High Ughts of 6-Month II oal Controversy
By the Asislted Prom.

Here are the high lights of the
six-month controversy whith has
shut down the Nation's mines a
fourth time: "

April I-Mine contract expires but
is extended 30 days whileUnitod
Mine Workers and operatorITROW
flaiw W'WS-day wage increase
demand.

May 1-Miners strike and Presi-
dent Roosevelt orders Government
seizure of mines.

May 2-UMW announces 15-day
truce. orders mining resumed.

May 17-Mining truce extended
through May 31.

May 25-WLB Refuses miners'
demand for a $2 wage increase:
refers portal-to-pOrta. p demand
to negotiations or cour , ,

May 26- UMW and rators re-
sume collective' barg idng.

June I-Miners at work a -cond
time,1

June 3--'Preside Rnoevelt 0rder
mining resumed one- 7.
-June 4-U 1 calli off strike.
effective June a. '

June 2.-2,ers strike for third
time.

June.22-.MW Policy Committee
orders tni esrmmed until OCtober
31 e Government keeps con-
t,,roof dll s.

JUly 2-MW President John I,.,
Lew i de to oij)iear before WLB
Ain -Supzt of a proposed ,"model"
Iinois' e contract.

,AURUtl. -WiL turns down III-
tndis agreement as invoyihlg 'id-
den ,wage increase." '

september 23-U.3MW and illhnois
operators sign second lropod wae
lieS, raiMtng dtsily e'rnhrvt i 50 ai
da yOctober 26- WLB dlappe ov'es *-4
ond illinoi contract, propo'.lJlg 1a-
tertilive plan, to ,'tai etiflhtllgRU
$l12t>* a day'.

COctor 29-WL1B refers ,tkef
"'nre than 60,d00miiers to.-Whiei
House.
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. ere resumed, Wt eli or toe amiea
are still closed and the pinch of the
shortage is become more everej
each day.

The Northern operators and the
miners have said that they are

%i v llmn to resume work, provided the
.! outhernj ol~eratdrs also resume min-

ing operations nder the terms of

the President's tiroposal. The South-
ern operators. who have been insist-
ing upoi main enhance of a wage
differential a eg dly based on higher
freight rates Xh y must pay. have
taken the postj that they cannot
reopen their mil.s under tie retro-
active provisiont\use of the "con-
titn.-ent liabilities"'hey would Incur.

Meanwhile.clu t the coal short-
age. the Nation's steel operations
have been reduced from a virtually
100 per cent basis to 85 per cent of
capacity. And if the strike goes into
the week beginning May 5. according
to steel officials, operations will have
to bc cut to 60 per cent of capacity.

Appraised against this background,
the positions taken by the three
parties to the coal strike reflect an
appalling disregard of the national
welfare. With the defense of the
Nation at stake, there is no reason
whatsoever why the miners and the
Northern operators should not
resume work in the latter's mines,
regardless of what the Southern
producers do. If the position taken
by the Northern group is valid, then
there is no reason why every steel
mill in the country should not have
shut down while the strike at Beth-
lehem was under way. As matters
stand, it seems rather obvious that
the Northern operators, with the
support of the Miners, who have an
axe of their own to grind, are merely
trying to, gain* a new .competitive
advantage by using the national
emergency to force the. Southern
operators to give up their wage dif-
ferential. The Southern operators
are in no better position, however,
for it appears -that they, too, are
trying to, make-capital out of the
Nation's despevat nee4 for coal.
Certsainly, the reference to their fear
0f incurring, contingentt liabilities,0

• Whatever that term man mean, does
not justify th6 ref u N160-lMF
their mines, A

Under the circumstances, continu-
ance of this strike would be intoler-
able. As the Presidenthis said, the

publici interest in this matter is
i imount4 ilId it is time that selfish

- *tarista pu al sjdft were subordl-
;It4 to It.

Ne TOM--Ft.O.i.a.....Ur 111V........
neotiations with the in era. And.
he adds, unless this Is one "it is
perfectly reasonable to a time" that
the mine workers will n trespass "
upon the pioperticv!s ot e coal oper-
ators after their conir . t expires on
April 30. This. both i effect and
intent. Is as flagrant , '|tiat'e of the
Goveatinet as this country has
witns,ed in many a I ng day.

What is the Gover nent going to
do aboit it? If a.gi -eral strike in
the coal industry homes effective
over the wee ed, d the fact that
some 50.000 miii-Ir-mdy have left
their Jobs indicates that this will be
thp case, how are the Natioit's war
plants to get tile coal Ahich tihey
must have i carry oil? 'hat h11i
will be a matter of tit(, most pressing
concern is shown by the itotice from
Irving S. Old, c'hairmaii of the
United States Steel Corporati'),t that
a coil strike wold force the :,,teel
industry to close down .'thl two
weeks If the miners strike, what
can the eGovernmnent do iin two week
tn get them bark into the pius?

It has been .suggested, first, that
the President might go over the head
of Mr. Lewis and appeal directly to
the miners on rounds of i)atriotisin
to return to work. Sneond. it is also
proposed that troops b -sent into tile
mining communities to protect those
who want to work. But what If the
miners should remain deaf to at'
appeal from tie President and In-
different, to the presence of troops?
In this event, which seems not at all
unlikely. the problem of getting the
coal mined would remain unsolved.
But does that mean that the Nation
would be helpless?

This question would have to be
answered in the amrmatlve unless
the Government is prepared to face
the seemingly inescapable Conclusion
that. Mr. Lewis and the Uinked Mine
Workers have more power over the
life of the Nation than can safely
be lodged In the hands of any minor-
Ity group. If the miners are prepared
to stand behind Mr. Lewis, he has the
power to bringabout a collap.e of
this country war effort. In such
eirctlmstances it would seem that
this power ought to be curtailed or
taken away by la,', and. if Mr. Lewis
goes through with his threat to shut
down the coal mines.the real ques-
tion ,confronting the Government
wilt be whether this Is the time for
taking that drastic but seemingly
unavoidable step.

S. ' "... lie :,,'rivcs at this col-
ch .i ' ,n-': ;an p.:y for ri.*,(Il
t i I , , o .ly . of ti-' buai3(

i ll, i tA 'h. * , ,oilItem

the,'|'tiiI~ :t: c'' , . .- -H/ .1 ,2

I 1 .0 I n:'."W ., ,

rCC U , ' .. ,. p 2: . " t,, I: V

gelci al -'rlvl:e it'

I n e' .". , ' . .. , ',4T, ' ' ,,

Ctr:'i t ,w.'11.' i ' l, t u':'.H ' ' (i .

I'l '.'",; . u .1 ' C i'A l { 1 .11.0'¢b ;

this '..mi ldl i t ,m w in... l it' . t11 ', . '

a i '; a .!. ',* " c , ,% .i.' t i . '-, . eis,
du'dr~~v (' ,.ha-, .v' ,hl l !' ) :|',

do-di aa a'~t;
t it) find

abl'i fo:mituia for travel timr . ji.'
Ashs a.,-esult of tis, pi w 1 'i 1t ' "d

work O l. ' -.til 1"5 I ...l. .cut to te ,
nnetl~'a "os\ ;'t of lici ealsi. e theirt
teeltly eania,"s by SIO to a total o[
$0a a% .cek.
One% i olld expect t.- ',- to

prove attractive, since ",h. l.ews'
princiall ar'-alhil! claim ha, -brn
tha lhe 11111let's e tllcd, S) ii'tle th'.

I y th 'Co' ld Itot bily eta',w gh I -:,t flr

tlx:n 'ile, and t teir liBii'. hut
that expectatiti apparently la. i.o
foundation In fact, The miners, one
nust presutie, are determined to
take ,strike action despite the fact
that they now have opportunity to
earn nearly twice as much as they
were getting two years ago.
Shoul the strike matieriah,.0, its

effect on th,' war effort %kill be dis-
trou.. A t  sitte tfliat i' the c.'e.

the 1Wtque of tih.C ctt'J.- ,wil bc
Waiting to e,. fir,.t, w:,tihtr Ihlie ad-
milnistrat!ot is p?'lriied to invoke
the penalty provi.iois of the Smith-
Connelly Act ater it again takes
possession of the amincs. and, second,
whether these penalty clauses will
be effective if applied with determi-

DEFECTIVE ORIGINAL COPY

private owners, was operating themines. Furthermore. this question
had been the subject of negotiations
for weeks prior to the first strike, and
was certiled to the board only after
It had become evident that the
partle.: to the negolatlons could
not agree.

Nevertheless. Mr. Lewis and the
operators--the latter deprived cf
control of their mines- resumed
their discussions. When two weeks
passed without ar-recment, Mr. Lewis
granted an extension of the "truce"
to the end of May. When that dead-
line passed--still without an agree-
ment-Mr. Lewis failed to authorize
another truce and the miners Nimply
stopped work. No formal strike was
called and none was necessary.

In this situation, which Mr. Ickes
prolrly callh a "strike against the
Government," the negotiations are
continuing, and pressure Is being put
on the operates agree to some.

V I.p J ,wis tthing that will Ii ute Mr. to
order his men bafk to work.

But it is absurfor any one to take
the view that t is an issue between
Mr. Lewis andtthe operators, who
have bren elboed out of the picture
Thl i is a cla between Mr. Lewis
an the. PreN, ent, as has been the
casefrom ti, beginning, with the
form appa ,ntly determined not
only wt t!' money that lie wants,
but a o bet upon demonstrating
to allrborp iOzed labor that he can
defy th Goernment and get away
with it.

To this ( nt although the strike
Is In its II*r l cay, the President has
remained .|eut. Nor. with the
exception o Ir-Ickes, has any other
Government official lifted a finger,
except to go before a House commit-
tee to oppose enactment of the Con-
nally-Smith nntistrike bill. But on
the night of May 2, when Mr. Roose-
velt spoke directly to the miners,
he said that "a stopping of the coal
supply, even for a short time, wou
involve a gamble with the lives c
American soldiers and sailors anc.
the future of our whole people."
Therefore, lie added, "I say to all
miners--and to all Americans every-
where, at home and abroad-the pro-
duction of coal will not be stopped."

But the production of coal has
been stopped, openly and defiantly.
Once again, Mr. Lewis Is cracking the
whip. What is the Government go-
ing to do about it?

l;it upp of s proposed model' "
lllno t 2.I' tB i ',I lit' - ositlt

AU~u, WI.t tr.,dowvn Ill.
Illols Atlee li i 131R 61%, : a,, t"'id

deii Aivu inira'l',.&
Sept.mnw,- 23 UM%' , 'rdli t! -,-
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f(V, i iS 11MW 'P(O,' ('ittitt('

ThehPublic Suffers
It Is a novel and, withal, disturbing

situation which hns been presented
by the strike of anthracite coal mtt-
ers In Pennsylvania in protest a ga.is'
an increase in union dgwe and asse.ss-
ments, ..,N. /
High-ranking ofmclhof the an-

thracite section of the United Mine
Workers of America, as"yer meeting

to discuss the strike, h,. e urged that
the striking miners 'turn to their
jobs at once, but thstrikers in the
dissident mining diticts are asscrt-
Ing that they will ot return to work,
and are demandig that their em-
ployer abstain f m the checkoff col-
lection of the Increased dues and
assessments, Itlthough the higher
rates were proved In a union
referendum.

This s tua on-nvolving a strike
against a(11 ployer and, incidental-
ly, again t1e public-to enforce a
demand uL om a majority of a union
Is somethii -W in a labor relations
picture whI I has brought many in-
novations. _rtainly, It is hardly a
dispute which comes within the pur-
view of the National Labor Relations
Act, a statute deigned to penalize
eniployers for antl-union activity,
but which carries no corresponding
penalty for irresponsible unionism.
Hugh V. Brown, presldcti of one of
he affected districts, has described
The strike as being merely a "family
quarrel." Without doubt, it is that.
but it is also a family quarrel In
which the employer and the public
seem to be cast In the unhappy role
of Innocent iuffering bystanders.

SEP 16 1941
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prophecy inevitably will influence the response of United States Senators and
Representatives to the IPAA's 1954 propaganda campaign. The Oil Forum
has no wish to pillory the IPAA but will unhesitatingly expose any part of
the industry whose actions we believe damage the whole.-Editor.
\VAsHINGTON.-The Independent Petroleum Association of America was organ-

ized in 1929, chiefly to seek congressional action to slow down imports of crude
oil and petroleum products. During the 24 years of its life, the organization has
become the most prominent oil industry voice in favor of limiting petroleum
imports. An exhaustive check of the record discloses that over the period, IPAA
spokesmen have appeared before the several committees of Congress in at least
48 separate appeals for relief.

At times, spokesmen for the association asked an import tax of 21 cents per
barrel, 42 cents, 84 cents, $1, and, most recently, of $1.05.

At times, spokesmen asked a quota ceiling on imports of crude oil and products.
At times, spokesmen asked curbs on the powers of the State Department to

reduce tariffs.
At times, spokesmen asked that the foreign-aid program, the Economic Coop-

eration Administration, be curbed on financing petroleum expansion abroad.
At limes, spokesmen asked that the ECA be barred from financing foreign

crude oil and products for use in European countries, as harmful to United States
irodulcers.

In each appeal, spokesmen for the IPAA predicted dire events to follow unless
the sought relief was given. The words "ruin" and "annihilation" and "destruc-
tion" of the American petroleum industry were mentioned in these forecasts.

"The domestic petroleum industry is being ruthlessly de-
stroyed" by imports, said the IPAA in 1931-yet, drawn to
identical scale, its tremendous gains in output dwarf the
rise in importsl (Statistics for this article and graphs have
been drawn from DeGolyer's Twentieth Century Petroleum

Statistics" and similar standard reference works.
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The warnings of oil shortages, of monopoly, of high prices, of dependence on
foreign oil, of shutdowns of 250,000 or more United States oil wells appear
throughout the statements. Even today, the IPAA is seeking the same ends;
giving the same old shopworn warnings.

After all this, what have been the results?
In a nutshell, the IPAA did not get what it sought from the Congress. The

single concrete relief that followed an IPAA appeal was a tax on crude oil and
product imports of 21 cents per barrel in 1932. This they held to be ineffective
at the time, although a step in the right direction. Since then, this tariff has
been lowered step by step, until it now stands at 10.5 cents per barrel for some
gravities of crude oil and products, and 5.25 cents per barrel for heavier gravities.

Here, in one of the many important stories in the Oil Forum, is a recapitulation
of virtually all the principal appearances of IPAA witnesses before Congress
over this period. Here is the factual account of what was asked, and their
warning of what would happen in the event Congress failed-as it did fail-to
give IPAA what it sought.

TESTIMONY

July 1929 (Senate Finance Conmiittee)-H. B. Fell, representing the Inde-
pendent Petroleum Association of America, asked Congress to tax crude-all
imports at $1 per barrel, saying:

"Now, those particular wells cannot be operated at a profit. It is going to
result in the necessity ulimately of the operators who only have wells of that
character to abandon these wells, which would mean abandonment of development
of known oil resources in, our own country. And I think that this is one 6f the
important things that should be considered in the proposition of conservation-
is to conserve what we already have."

July 1929 (Senate Finance Committee).-F. E. Tucker, executive secretary
of IPAA, asked Congress for a $1 per barrel tax on crude oil and product
imports. He filed a brief which said:

"When the producer has a great number of small wells that are no longer
on a paying basis because of the price of crude being below the cost of production,
then there is nothing left for him to do but abandon his wells. When we shut
down and abandon 250,000 wells, those wells are lost to our country for all time
and we must replace this oil with the cheap foreign oil at the expense of our
own laborers."

January 29, 1931 (Senate Finance Committee).-Wirt Franklin, president of
the IPAA, asked Congress for legislation holding oil imports at 20 percent of
the 1928 levels. Testifying, he warned:

"Ultimately these wells will all be lost, and in, the name of conservation,
300,000 small wells, with a daily product of 500,000 barrels, and with recoverable
reserves of oil of hundreds of millions of barrels all will have been destroyed.
To save these wells would be true conservation, and it is within the power of
the Federal Government to save them, if it will * * * The domestic petroleum
industry is being ruthlessly destroyed."

February 13, 1931 (House Ways and Means Committee).-E. B. RoeSrt, of
IPAA, president of Barnsdall Oil Corp., Tulsa, Okla., asked Congress for a
$1-per-barrel duty on oil imports or, in the alternative, a law limiting imports
to 20 percent of the 1928 levels for 3 years. He said :

"In my opinion, proration in the United States has become a permanent
proposition. The demand for petroleum in its raw state has practically reached
its limit. We will have an increase in the demand for gasoline, lubricating oils
and so forth, but because of the improvement in refining methods, the present re
fineries will be able to supply our entire requirements from the present production
* * *. My estimate is that there are at least 10 billion barrels of potential
production today."

February 13, 1931 (Honse Ways and Means Conjnmitteer.-Russell B. Brown.
secretary of the IPAA, asked Congress to limit peti'olm imports to 20 percent
of recent levels. He testified:

"It would, however, make all the difference between continued activity and
absolute ruin for the many independent producers of petroleum in this country.
In view of the fact that 4 million persons are normally employed in the oil
industry, with 22 million persons directly affected and dependent upon the
success of that industry, the importance of this phase of the question need not
be overemphasized."

Mr. Brown gave Congress a telegram from lWirt Franklin, president of
IPAA, saying:



,"Without-. safeguarding against imports . . . Soon
new discoveries would come to an end.", said the IPAA in
1946-yet, the rising curve of proven reserves from new
discoveries parallels in its billions the millions of oil im-
ports!
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"Values have been destroyed, the old, small settled production which is the
backbone of industry is being abandoned, and reserves totaling hundreds of
millions of barrels lost forever. Ultimate result will be complete annihilation
of independent producer, refiner, and marketer, with resultant centralization
of ownership and control of entire petroleum industry in hands of same few
companies now causing demoralization by imports of foreign crude."

February 13, 1931 (House Ways and Means Committee) .- Wirt Franklin,
president of IPAA, asked Congress to tax petroleum imports, crude and products,
at $1 per barrel. He warned:

"* * * but I do fear, unless some new plan is found by which importations
can be curtailed-I feel that the feeling that the American producer is being
discriminated against in that manner, will have a detrimental effect upon
proration and might break it down."

January 13, 1932 (House Ways and Means Committee).-Wirt Franklin, presi-
dent of the IPAA, asked Congress for a tax of 84 cents per barrel on petroleum
imports. He inquired:

"Now, gentlemen, I want to ask you, Is it fair to tax out of existence the
domestic oil industry and make us compete under those conditions with foreign
oil that comes in here absolutely free and which is the cause of the destruction
of the American petroleum industry, and I will say to you that the independent
branch of the oil industry cannot exist for another year unless relief is obtained."

April 1932 (Senate Finance Committee).-Wirt Franklin, president of IPAA,
asked Congress for a tax of 42 cents per barrel on imports of crude oil and
products. He testified:

"Under present conditions, if they are continued, gentlemen, the American oil
producing industry will be destroyed. It cannot live another year."

May 1, 1934 (Senate Finance Comsittee).-H. B. Fell of the IPAA asked Con-
gress for legislation to forbid any reductions in the New Deal program's tempo-
rary oil import quota:

"Unless some proposal such as that suggested is clearly written into the
Reciprocal Tariff Act, the only positive assurance the American petroleum indus-
try has against this uncertainty is the extremely moderate excise taxes Imposed
in the Revenue Act of 1932 and continued in the new revenue act. Those excise
taxes are so low they will not constitute any serious obstacle to demoralization
of the industry by foreign oil imports."

June 6, 1934 (House Commerce Committee).-H. B. Fell, executive vice presi-
dent of IPAA, asked Congress for a quota ceiling on petroleum imports. He
appeared to warn:

"Without the principles of this bill in effect, most of these wells would have
to be abandoned ai(l these reserves lost forever."

November 12, 1934 (House Commerce Com-mittee).-Wirt Franklin, president
of IPAA, asked Congress for a tax of $1 a barrel on imports of crude oil and
products. He foresaw doom:

"The vast supplies of oil in South America are sufficient to completely destroy
this whole industry in the United States if that oil is imported without limit * * *
it is a question of holding our domestic market for American citizens in our
own countrS because if the bars are thrown down, if there is not legislation on
imports, or if there is not a tax to equalize them with our own cost of production,
we will lose our domestic markets as well as our foreign markets, and that Is
unthinkable, and I know you gentlemen will not permit it, and I feel that Congress
will not permit it."

May 1936 (House Ways and Means Comnmittee).-Russell B. Brown, counsel
of the IPAA, asked Congress to double the oil import tax to 42 cents per barrel,
and limit imports to 4.5 percent of domestic demand. He stated:

"These new sources of supply are absorbing markets formerly enjoyed by coun-
tries who are now seeking to bring their fuel oil into our home markets. In the
absence of any adequate excise tax or any limitation, the importation of this fuel
into this country would demoralizee the market in this country and create very
widespread unemployment."

He also warned:
"The minute Congress adjourns without assurance of legislation, in my judg-

ment, under the present trend, prices will break instead of increasing."
In 1936, the price of crude oil averaged out to $1.09 per barrel, according to

the API. The next year, it went to $1.18.
January 23, 1940 (House Ways and Means Committee) .- Wirt Franklin, presi-

dent of the IPAA, asked Congress to raise the tax on crude oil and product
imports from 10.5 cents per barrel to either 21, 42, or 100 cents. He testified:



With substantial dependence on imports, "search for new
fields would be curtailed and perhaps almost ended," said
the IPAA in 1945-yet, the respective curves show that when
Imports have fallen off intensity of domestic drilling has
declined instead of increasing; both respond to the same
economic influences, and they have both risen in parallel

since that gloomy predictionl
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"They will be in a position to exercise control of the price of oil and bring about
a monopoly in the United States because if they can destroy the price of crude
oil over a long enough period, most of the independents will be broken and they
will buy the properties up like they were doing in 1931 before you gave us this
protection."

February 3, 1940 (House Ways and Means Committee).-Russell B. Brown,
counsel for IPAA, asked Congress to curb the Reciprocal Trade Agreements pro-
gram. He warned:

"In the case of the petroleum industry, the harm which has already been done
by inclusion of tle oil excise taxes in that agreement justifies the fears which
we had expressed before it went into effect. Then, we merely had the fear; now,
we are facing present facts which justify an even greater fear of the future."

February 23, 1943 (House Ways and Means Committee).-Russell B. Brown,
counsel for IPAA, asked Congress to curb the Reciprocal Trade Agreement pro-
gram. He declaimed:

"Foreign oil has been characterized by the large volume per well and conse-
quent low cost of its production. Our wage levels in this country, and all other
costs of production of oil, including taxes, royalties, rentals, and bonuses paid
to landowners, cannot meet that form of competition.

"This must be recognized and an effective program maintained else the domes-
tic industry will stagnate and perish. There are many thousands of small wells
that will be abandoned and many thousands of wage earners, living in hundreds
of oil-producing communities will be forced out of their employment."

May 10, 1945 (House Ways and Means Committee).-Russell B. Brown, coun-
sel of the IPAA, asked Congress to curtail some powers in the reciprocal trade
agreements program. He testified, prophesying gloomily:

Let us consider for a moment the effect of a program of substantial depend-
ence upon low cost imports. As I have said, the producing industry would be
affected to the extent that search for new fields would be curtailed and perhaps
almost ended. The higher cost producing properties would be shut in or aban-
doned; low price invariably leads to the sale of equipment salvaged from pro-
ducing wells. The supply of oil needed for the inland refiners would speedly
decline."

May 30, 1945 (Senate Finance Committee).-Russell B. Brown, counsel of
IPAA, asked Congress to curb executive powers under the reciprocal trade agree-
ments program. He deposed:

"The industry has already been injured by reciprocal trade agreements. We
now face a far greater menace from abroad than at any time in our history.
Producing capacity already established in foreign countries is great enough
when added to normal domestic production to wreck the domestic producing
industry.

"Foreign oil is produced through wells of greater volume and at less expense
than our own. Our domestic oil-producing industry cannot long survive such
competition: cannot further continue the conservation program in the United
States and cannot maintain American wage standards."

March 19, 1946 (Senate Special Committee Investigating Petroleum Re-
sources).-Russell B. Brown, counsel of the IPAA, asked Congress for legislation
to raise the tax on imports of crude oil and products. His testimony told of this
threat:

"Without some definite policy safeguarding against imports, our entire conser-
vation program must fall. The domestic producer would be forced to skim the
cream of any new field and abandon the greater part of the reserves. Soon new
discoveries would come to an end."

March 21, 1946 (Senate Special Committee Investigatilng Petroleum Re-
sources).-Wirt Franklin, president of IPAA, asked Congress for legislation
providing congressional approval of all trade treaties. He warned:

"Otherwise, not only the oil industry but other industries of just as great
importance to the economic welfare of the Nation may be seriously harmed
without any remedy being available, even from Congress itself."

April 24, 1947 (House Ways and Means Committee).-Russell B. Brown,
counsel of the IPAA, asked Congress to curb import tax cutting powers of the
State Department. He warned:

"The action of the State Department heretofore shows that its officials apply
this general cost theory to all cases-automobiles, petroleum, and others alike.
This theoretical policy, advocated and applied by the State Department, may
give world markets to the makers of iceboxes, but it would eliminate the domestic
petroleum industry."



TRADE AGREEMENTS EXTENSION 843

June 2, 1947 (Senate Foreign Relations Committee).-Russell B. Brown,
counsel of IPAA, asked Congress to scrap plans for a proposed Anglo-American
oil treaty. He testified:

"Our difference is, if I may try to differentiate, that when you do not protect
the American Industry, so that they can have a reward for their efforts, they
will not go out and produce."

January 26, 1949 (House Ways and Means Committee).--L. Dan Jones,
attorney for the IPAA, asked Congress for relief against foreign oil imports.
He answered a member:

"Well, sir, in the first place, as soon as you bring in a great flood of imports,
its first impact or Its first result is a curtailment of the domestic industry,
and it is that top portion of the production of any industry that gives it its
real life and vigor; and as soon as these imports come in and start deadening
the domestic industry in time of emergency, if it should come, then the United
States from a national security standpoint is without an industry here that is
capable of producing its needs."

February 2, 19419 (Senate Banking and Currency Coinmittee).-Russell B.
Brown, counsel for IPAA, asked Congress to set a quota ceiling on imports of
crude oil and products. He testified:

"Our welfare and safety are in jeopardy from unreasonable imports and a
curtailed market for the domestic oil industry."

February 17, 1949 (Senate Foreign Relations Committee).-L. Dan Jones,
attorney for the IPAA, asked Congress to earmark less money on foreign petro-
leum under the Economic Cooperation Administration. He said:

"This world surplus is now seeking an outlet in the domestic oil market,
thereby depressing and discouraging the oil producers in this country in their
efforts to assure adequate supplies to meet any national emergency."

F ebmeary 21, 1949 (House Ways and Means Committee).-L. Dan Jones, at-
torney for the IPAA, asked Congress to change the ECA program so fewer CA
dollars go to buy petroleum abroad. He testified:

"We are not worrying about our equipment or our industry rusting or stag-
nating unless the Government should adopt a policy of relying upon imported
oil and saving our own * * *. Assuming the industry is not stymied in some
way, and right now we think it is threatened to be stymied by the imports
absorbing our domestic market."

February 21, 1949 (Senate Finance Committee on the reciprocal trade-agree-
tnents progransm).-Russell B. Brown, counsel of the IPAA, asked Congress to put
a quota ceiling on imports of crude oil and products. He testified:

"The most important problem now confronting the domestic oil producer is
that of increasing imports. The independent producer is concerned because his
existence is at stake; but more important because the security of our Nation is
at stake * * *. Plans for expansion of foreign oil facilities show that more
and more foreign oil will be seeking a market outlet in this country at the
expense of the domestic industry."

February 21, 1949 (Senate Finance Committee).-Wirt Franklin, president
of the IPAA, asked Congress to set a quota ceiling on imports of crude oil and
products. He warned:

"I tell you, gentlemen, if Imports of oil are allowed to increase so as to shut
back our production in this country, and destroy the market demand for oil
produced by these men who have gone out over the country and explored and
discovered oil, and develop it, that work will stop, and in a few years we will
be dependent upon foreign oil."

February 28, 1950 (Sen-ate Foreign Relation4 Committee).-L. Dan Jones,
attorney for the IPAA, asked Congress to change the Economic Cooperation
Administration Act so fewer funds went to foreign oil purchase. He insisted:

"As this foreign oil invades the home market it displaces the domestic indus-
try, thereby hampering the domestic industry's activities and sapping its
strength."

March 15, 1950 (House Ways and Means Committee).-L. Dan Jones, at-
torney for the IPAA, asked Congress to change the ECA program so smaller
funds went to foreign oil purchases, assenting:

"* * * it has operated to develop a condition In foreign areas that now
threatens to destroy the ability of the domestic oil industry to meet its respon-
sibilities of providing this Nation with sufficient oil at all times. The ECA
program has had the effect of abetting and encouraging the development of a
world surplus of oil * * *. This surplus, at an alarming rate, is displacing the
American industry and American labor."
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April 28, 1950 (House Small Business Select Committee, at Oklahoail City).-
H. B. Fell, executive vice president of the IPAA, asked for a tax of $1.05 on
imports of crude oil and products. He warned:

'* * * it is apparent that employment and economic stability of both of our
basic energy industries are at stake, and the issue is clear that the decision
will rest with whether or not oil imports are to continue to come into this count
try in unlimited, increasing amounts, or by some means are curbed to reasonable
volumes."

May 18, 1950 (written statement to House Foreign Affairs Committee).-
Russell B. Brown, counsel for IPAA, asked Congress to refuse to ratify the
proposed International Trade Organization. He said:

"The domestic petroleum industry is faced with a flood of imported oil which
is threatening the very existence of the industry and is causing widespread
injury to the national economy, including mounting unemployment. It is becom,
ing widely recognized that some relief must be forthcoming if further injury
and unemployment is to be avoided."

May 22, 1950 (Senate Labor and Public Welfare Subeommittee).-H. B. Fell,
executive vice president of the IPAA, asked for a tax of $1.05 on crude oil and
product imports. He warned:

"The foreign oil monopoly now being encouraged by oil imports, if permitted to
run its course, will mean higher prices to consumers, and an uncertain supply;
and in the end, Government control."

June 1, 1950 (House Education and Lebor Subcommittee).-H. B. Fell, execu-
tive vice president of the IPAA, asked Congress for a tax of $1.05 per barrel on
crude oil and product imports. Alternatively, he wanted a quota ceiling on
imports. He predicted direly:

"If imports continue at an excessive rate, we can look for a decline in explora-
tory and development work in the State and in leasing for oil and gas. This
decline would be detrimental to the national economy and security. It will also
detrimentally affect the economy of many other States, as it will result in unem,
ployment and a reduction in the purchase of products manufactured in other
States, such as steel, automobiles, clothing, foods, insurance policies, and every-
thing of that type."

June 2, 1950 (House Labor and Education Subcommittee).-Russell B. BroWn,
counsel for the IPAA, asked Congress to levy a tax of $1.05 per barrel on imports
of crude oil and products. If not that, he wanted a quota ceiling on oil imports.
He stated:

"Evidence shows that geophysical and core-drilling activity has been steadily
declining since the third quarter of 1948 * * *. This is a grave warning of what
is sure to follow in drilling of wells, in building up new reserves, in increasing
productive capacity, and in employment throughout the industry * * *.

"So, you see, it catches us both ways, both in price and in volume. The ulti-
mate result of such staggering curtailment is obvious. Many independent pro-
ducers will be forced out of business; the industry will trend toward a monopoly;
exploratory and additional development wells will not be drilled, and in the end
our self-sufficiency in oil will be jeopardized."

June 1950 (Senate Labor Subcoummittee on Oil Imports).-J. Ed Warren, then
president of the IPAA, asked Congress to enact legislation setting a quota ceiling
on petroleum imports. In the alternative, he wanted the oil import tax raised:

"Continued increases in imports to the current alltime high level demonstrates
that the importing companies cannot be relied upon in effectuating a solution of
the problem."

June 16, 1950 (Senate Labor gubcommittee).-Russell B. Brown, counsel of
the IPAA, asked Congress to put on a tax of $1.05 per barrel on crude oil and
product imports, or to set a quota ceiling. He testified:

"The consumers' interest and national safety have been endangered by the
increased importation of residual fuel oil through a sharply increased dependency
upon foreign sources of fuel and power controlled principally by only two com-
panies-the Standard Oil Company of New Jersey and the Dutch-Shell group."

January 26, 1951 (House Ways and Means Cozmiittee).-Russell B. Brown,
counsel of the IPAA, asked Congress to abolish the reciprocal trade argeements
program. He said:

'Judging the overall program from its effect on oil shows that its continuation
would be disastrous. In the case of oil, the results have been to damage the
domestic industry, weaken the economy of more than half of the States and jeop-
ardize the Nation's security by forcing our country to become dependent up0n
distant and uncertain sources of supply for a vital munition of war."



"Imports . . . will demoralize the market . . .prices will
break instead of increasing" said the IPAA in 1936-yet the
graphic curves show that domestic prices of crude have

risen almost parallel to increases in imports!
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March 12, 1951 (Senate Finance Committee).-L. Dan Jones, attorney for
IPAA, asked Congress to establish oil import ceilings in the Reciprocal Trade
Agreements Act:

"In some cases quotas will be the only means of a proper solution. It was our
thought 2 years ago when imports were such a problem to the domestic oil
industry that perhaps the quota was the only solution to our problem at that
time."

May 11, 1953 (House Ways and Means Committee).-Russell B. Brown, counsel
of the IPAA, asked Congress to limit crude oil and product imports to 10 percent
of domestic demand.

"These men and these imports control every program of production and every
person or company producing oil in the United States. By such power they deter-
mine the market outlet and the price of every barrel of oil produced in the United
States."

May 11, 1953 (House Ways and Means Committe).--Charlton H. Lyons, presi-
dent of the IPAA, asked Congress to limit crude oil and product imports to 10
percent of domestic demand. He affirmed:

"If the present import rate continues, or increases, drilling in this country
will be even further. curtailed. In that event, the industry would be unable
to supply the increasing volume of petroleum necessary to our expanding economy
and defense program."

May 11, 1953 (House Ways and Means Committee).-H. B. Fell, executive
vice president of the IPAA, asked Congress to limit crude oil and product im-
ports to 10 percent of domestic demand. He warned:

"Unless effective action is taken, the American consumer and our military
safety as to oil will become increasingly dependent upon these companies."

CONCLUSIONS

Despite its vigorous representations, the IPAA obtained virtually none of its
requests from Congress, and this failure to get relief is written into the official
records. Nevertheless, their predictions of dire events to come were not
realized :

The petroleum industry did live another year.
The stripper wells are still in business.
The independent producers were not broken up.
The industry did not stagnate and perish.
The industry is further from monopoly than ever.

The story of the American petroleum industry during the past 24 years is a
saga of tremendous growth in all phases; in production, sales, income, and serv-
ice to the American people.

The number of new oil wells drilled was 26,356 in 1929, but a thumping 49,279
during 1953 (1954, 53,930).

Proven reserves of crude oil in the United States were pegged at 13,200 million
barrels in 1929, and 29,044 million in 1953 (1954, 30,700 million).

Wells producing oil in the United States during 1929 totaled 328,000 and as
many as 472,149 in 1953 (1954, 499,509).

During this period, the daily production of United States crude oil rose from
2,760,000 barrels in 1929, by well over 100 percent to 6,454,000 during 1953 (1954,
6,300,000).

The price of crude oil went from $1.27 per barrel, in 1929, to $2.83 per barrel
today (1954, $2.88).

A simple multiplication of these figures shows that gross revenue from United
States crude-oil production rose from $3,505,000 each day in 1929 to an im-
pressive $18,264,820 daily in 1953.

The United States petroleum industry achieved this expansion even as im-
ports into the United States advanced. The total of imports was 295,000 barrels
daily average for 1929 (when actually America was net exporter), and 1,058,-
000 barrels daily during 1953 (1954, 1,065,000).

In fact, the United States petroleum industry today stands 2 or 3 times as
large as it was 24 years ago, has more independent oil operation than ever, and
is making at least 5 times as much money.

The United States oil business is at its richest in history; more vigorous than
it ever was. The American petroleum industry is drilling more wells, finding
more oil, producing more oil, selling more oil, and has more in proven reserves
than ever before. The prophets of doom are proved false prophets, indeed.
But they have deceived no one-for an alltime record exploration program is
planned by most domestic companies for 1954.
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The United States petroleum industry is just the healthiest thing in the world-
and the IPAA is just as wrong as anyone could be.

Senator MALONE. The next witness is Wallace J. Campbell, director
of the Cooperative League of the U. S. A.

You may identify yourself for the purpose of the record and proceed
in your own way.

STATEMENT OF WALLACE S. CAMPBELL, DIRECTOR, THE
COOPERATIVE LEAGUE OF THE U. S. A.

Mr. CAMPBELL. The Cooperative League is pleased to have the op-
ortunity to express to this committee its wholehearted support of the

President's proposals for the extension of the reciprocal trade agree-
ments. I am Wallace J. Campbell, director of the league's Wash-
ington office, speaking in behalf of our membership of about 2 million
farm and city families who are members of consumer, purchasing, and
service cooperatives. If we include the credit union and rural electric
cooperative members who are also affiliated with the Cooperative
League, we serve a membership of approximately 11 million families.

Your committee staff has already presented to you the essence of
our testimony before the Ways and Means Committee of the House.
I would like to quote just one paragraph of the testimony Murray D.
Lincoln, president of the Cooperative League, presented before that
body:

Tariffs are in fact a tax on all Americans for the benefit of a few Americans.
They are the penalty we levy against our efficient producers to protect our least
efficient producers. In a country like ours which is strong and prosperous, whose
industry is the most advanced in the world, we have everything to gain by freer
trade, and everything to lose, even to the cold war itself-and many of our
allies-by raising hurtful barriers against our neighbors.

The reciprocal trade agreements have long been an important part
of United States foreign policy and have drawn substantial bipartisan
support. We are happy to endorse the extension requested by Presi-
dent Eisenhower from June 12, 1955, until June 30, 1958. As a matter
of fact, we would be happy to lend our support to providing continuous
authority to the President for such trade negotiations until the Con-
gress would find it necessary to withdraw such authority. In other
words, this might well be considered as permanent legislation.

The bill before you, H. R. 1, places a very moderate amount of power
in the hands of the President, for it forbids "decreasing by more than
50 per centum any rate of duty existing on January 1, 1945." The
further provision that the President may not decrease any rate of duty
more than 15 percent below the rate existing on July 1 of this current
year, with another restriction allowing only 5 percent reduction in any
one year is cautious enough to guarantee that no changes will be made
which may substantially affect the economy. We realize that disloca-
tions within our own economy should be avoided where possible and
concur in the purpose of the bill to make such tariff reductions gradual.
In our own view, we would like to see a greater amount of freedom
in our foreign trade, stimulating eventually a maximum amount of
foreign commerce which we feel will benefit not only our own economy
but the economies also of the countries around the world with which
we trade and which need increasing economic strength.

We commend also in H. R. 1 the provision for the President to
make an annual report on the trade agreements program, including
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information regarding new negotiations, modifications in duties and
import restrictions of the United States, reciprocal concessions ob-
tained, modifications of existing trade agreements, and other informa-
tion relating to the program.

The two most consistent arguments against extension of the Trade
Agreements Act are the need to safeguard the defense features of our
economy and the necessity of protecting domestic producers.

As an organization representing the consumer interests of our
people, we would like to point out that in some cases it may be in
the interests of the national economy to subsidize certain strategic
types of defense production in order that we may have certain crucial
industries available to us in case of all-out warfare. Such a subsidy
to industry should be borne by the taxpayers as an outright defense
subsidy rather than to be borne by the consumers as an indirect tax
on consumption for national defense.

The second argument is one which has just recently found an ex-
tremely interesting solution. That argument is the protection of
domestic industry. Last year the administration requested and the
Congress adopted an economic measure in the agriculture field which
illustrates the formula we have in mind. The Wool Act was designed
to protect the American farmers who are producing wool for domestic
consumption. American producers raise only a comparatively small
portion of the wool consumed in the United States. It was found
economically advantageous to abandon the traditional rigid price
payments on wool, allow wool prices to seek their own level in the
market, and pay the American wool producers the difference between
.a support price above parity (actually 106 percent of parity) and
the actual return such wool produced by American farmers received
in the market. This eliminated the necessity of a price-support pro-
gram for foreign wool producers and was a genuine break for the
American consumer and the American taxpayer.

While this formula may not work in every field, we urge the Con-
gress and the administration to make a careful study of the feasi-
bility of using subsidy payments to American producers instead of
price supports through tariffs, thereby continuing the support of a
given industry while allowing the consumer to get the full benefit of
lower costs of production overseas. The Wool Act, we feel, provided
an important new experiment designed to solve a domestic and an
international problem at the same time and with a solution satisfac-
tory both at home and abroad.

In the interests of the American consumers--who are everybody-
increased trade is not only an economic advantage, but also is a key-
stone in our pattern for peace.

It is a pleasure and a privilege to be able to appear before your con-
mittee and present our views on this subject.

Senator MALONE. We are glad to have you.
I presume you are for the two-price system in agriculture?
Mr. CAMPBELL. Our organization has not taken an official position

on the two-price system because there are producer organizations in
the field who represent many of our same people. The Grange has
been very strong for the two-price system and many of our members
are Grange members. Some of the other organizations have been
less favorable to it.
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We feel that our job here is to represent our people in their con-
sumer capacity, which is the relation in which they are affiliated with
our organization.

Senator MALONE. It has been amply demonstrated that you are for
the two-price system in agriculture.

Mr. CAMPBELL. I am not here to speak for our organization in that
field. My own personal feeling, Senator, is that there may be reason
to experiment with the two-price system as a way to meet the farm
problem. My own personal feeling is that our production in agri-
culturue, though it is very great and looks at present like a surplus,
is a surplus which would disappear very quickly if we got into trouble.
We are better off to take care of these costs of buying up, storing, or
giving away our agricultural surplus, than we would be in cutting
down our production, even at what looks like a saving to the taxpayer.

Senator MALONE. I probably did not ask the question in quite the
proper way. You are in favor of the support price in agriculture?

Mr. CAMPBELL. That is right.
Senator MALONE. You are in favor of selling it for what you can

get it on the world market and the taxpayer taking the loss?
Mr. CAMPBELL. We would like very much to have the principle in-

volved in the Wool Act applied to some of the other commodities in
agriculture.

Senator MALONE. You understand my question; answer it.
Mr. CAMPBELL. This bill
Senator MALONE. Will you answer the question?
Mr. CAMPBELL. The principle involved in the Wool Act is on the

record, now. It is a part of agriculture policy. We prefer this policy
to either a rigid price policy or a free market.

Senator MALONE. I have no objection to your making a speech, but
what I want you to answer me now is whether or not you are for the
support price. You said you were for it, and you are for selling it on
the open market, the grains, for what you can get for it, and the tax-
payer pocketing the loss; is that what you are for?

Mr. CAMPBELL. That is what we are for, at the present time, but
we would prefer the program set forth in the Wool Act to the present
rigid price support, if the Congress will see it and adopt it.

Senator MALONE. Now, Congress is evidently for what they passed.
I think I voted for it. Something has to be done with these surplus
commodities, if we are to have enough farm land left after the storage
is taken off, to raise additional crops.

You would be for, then, treating every industry, then, in the United
States-the crockery industry, the glass industry, the mining industry,
and all other industries in the same manner, I presume?

Mr. CAMPBELL. We feel the American ecoonmy is so strong that most
of our industries can operate without tariff protection. We would
prefer if protection is absolutely essential, as an alternative to tariff
protection, the kind of protection that is given to wool producers in
the Wool Act.

Senator MALONE. Now you are getting around to answering my ques-
tion. Would you be for that, on all other industries?

Mr. CAMPBELL. If it is advisable we would; yes.
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Senator MALONE. Who is to decide whether it is advisable? I am
talking about the people in business who will go out of business with-
out it, or a tariff. Are you for it?

Mr. CAMPBELL. In the long run, Senator, we feel that years ahead,
down the road, we would be better off without any tariffs at all, but
we know that these changes must be made gradually.

Senator MALONE. I am glad you say you are for ultimate free trade,
because I am for ultimate free trade, but I would like very much to
see the protection that is accorded in the Tariff Act of 1930 afforded
to the producers in this country, that differential of production, while
we are making an earnest effort to raise the standard of living of other
nations, and as their standard of living comes up, there could be a
lowering of the tariff until we are living at about the same standard
of living.

I think we both have the same objective. You want to reach it, as
I understand it now, by wiping out all protection and having price
system supported on each product, whatever the product might be, of
what you might call a parity price, and dispose of a surplus in a for-
eign nation at the market price and pocket the loss, until you raise
everyone up to our standard of living. You want to do that, I sup-
pose, just as I would like to see it, but you have a little different
system, and I would like to get it clear in the record.

Mr. CAMPBELL. Well we feel, Senator, is that if you are to make
adjustments to protect the American producer, that it may be cheaper
for the country as a whole, and certainly cheaper for the consumers of
the commodity, instead of raising the tariff barrier and raising the
price of all of the commodity consumed in the country, it would be
better to let the prices come down and seek their own competitive level
and pay a subsidy to the producers directly rather than have what we
feel is an indirect tax on the consumers in the price of all the com-
modities in a protected field.

Senator MALONE. In other words, if we could put every commodity
under the same situation that you now have in farm products-that
is where we are buying them at the ceiling price-would you dispose
of them to the consumers in the United States at a price they would
bring and pocket the difference, or do as we do with the grains and
withhold them from the domestic consumers and sell them to the world
markets for what they bring?

Mr. CAMPBELL. My own feeling, Senator, is in the interests of the
consumers-and I am speaking here for one of the few bodies of or-
ganized consumers in America-that in the interests of the consumer
it is better to let the price, domestically as well as in the world as a
whole, reach its own level and pay a subsidy to the producer than it is
to have an increased price set by a tariff on incoming products

Senator MALONE. In other words, you would like to see the wheat and
corn price, and any other price that is so supported at. the present
time, just let it reach its level on the open market here, but determine
the support price, whatever it is going to be, either 90 percent or 75
percent, or whatever Congress determines it would be, and pay the
producer the difference between the domestic price, wherever it reaches
the level, and the support price?
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Mr. CAMPBELL. That is right.
Senator MALONE. Well, I think your ideas are very interesting and

deserve consideration.
You would, of course, accord that same protection to all other

products?
Mr. CAMPBELL. That is right. We feel that is a better way in the

consumer interest.
Senator MALONE. Thank you very kindly.
Mr. CAMPBELL. Thank you very much, Senator, I hope that both

Mrs. Malone and Mrs. Campbell will get earlier dinners other evenings.
But I think this has been extremely interesting.

Senator MALONE. Thank you very much.
(By direction of the chairman the following is made a part of the

record:)
STATEMENT BY ARNOLD W. MULHERN, EXECUTIVE SECRETARY, NATIONAL BOARD or

FuR FARM ORGANIZATIONS

MINK FARMING

Present import duties on mink
A. Raw furs: No duties nor restrictions (except Communist countries).
B. Live mink animals: 7 -percent duty.
C. Dressed mink pelts: 7 -percent duty.
D. Dressed and dyed mink pelts: 10-percent duty.

Brief history
The fur-farming Industry is one of the oldest industries in the United States,

having its inception in the days of the early explorers who came to this country
for the sole purpose of trading for furs with the Indians.

Fur farming has developed in great strides since the trapping of animals in
the wild in various degrees of primeness, and there are, at the present time,
approximately 6,000 mink farmers in the United States operating in some 46
States of the Union, principally in the northern tier of States, and including
the 2 mountain regions of our country.

Over a period of approximately the last 35 years the fur-farming industry
has developed into a prominent agricultural Industry in many States. This
has been possible only through great sacrifice and diligent effort toward self-
education in the fields of nutrition, genetics, and disease control. These pioneers
of domesticated fur farming take great pride in producing the world's finest
quality mink, of many luxurious color phases, developed through scientific,
selective breeding.
Present status

Heavy consumer of agricultural and manufactured items.-The average-size
fur farm is owned and operated as a family unit similar to dairy, livestock,
poultry, and produce farms. It is estimated that about 70 percent of the prod-
ucts used in feeding fur-bearing animals consists of byproducts of the farm.

The great portion of the diet of the mink consists of millions of pounds of
beef and pork tripe, liver, and other byproducts of the cattle- and hog-raising
Industry. Large quantities of cereal, wheat germ and grain, fish, powdered and
skim milk, vegetables, and food supplements are regularly consumed.

The estimated investment in fur farming in the United States, in mink alone,
Is approximately $175 million. Mink farmers have invested these millions of
dollars in building materials, refrigeration, trucks, automobiles, electric motors,
and other products and equipment, which are tailormade for fur farming, and
not convertible to other use in the event of financial failure. The tremendous
quantities of refrigeration equipment are required to maintain a season's supply
of fish, pork, and beef byproducts over long periods of time.

The fur-farming industry uses thousands of miles of wire, pens, guard fences,
etc. There are, in addition, many branches of the fur industry, such as those
engaged In dressing, dyeing, manufacturing, wholesaling, retailing, who have
tremendous investments, and employ thousands of highly skilled workers, and,
like many fur-farm suppliers, depend uou the fur-farm industry for their
existence.
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Employment.-Congress and many States have declared fur farming to be
an agricultural pursuit. Approximately 6,000 mink farming citizens, including
veterans of both World Wars, are consistently contributing to the support of their
own families, schools, churches, and Government. In addition to this, they give
sustained, healthy employment to approximately 25,000 other American families,
constituting in excess of 11'2 million man-hours to produce the raw mink pelts.

Fur farming contributes greatly to the national economy by considerable em.
ployment of agricultural employees whose wages are a great deal above the agri-
cultural wages of this country's foreign competitors.

From the meager figures available, the wages paid to fur farm employees of
this country are 35 percent higher than those of Canada; 100 percent higher than
those paid the Scandinavians, and about 500 percent higher than those received
by Japanese agricultural fur farm laborers.

Research.-The success of fur farming depends, principally, upon scientific
feeding, breeding, and good farm management. A thorough knowledge of proper
nutritional feeding, and an extensive study of disease control and genetics have
been the prime factors in improving the quality of United States-produced mink
to the point where they are unexcelled.

The fur farmers have contributed to many types of research for the develop-
ment of their industry through research grants to various colleges and universi-
ties throughout the country for studies on genetics, nutrition, and disease.

(a) Nutrition of mink: Studies on nutrition include those on fat levels of fish,
and further studies on beef, pork, and other meats to determine greater uses
for fish, meat products, and byproducts. These studies have resulted in consid-
erable progress on development of dry feeds consisting principally of grain,
supplemented with high-potency vitamin feeds.

(b) Disease in mink: Disease research by fur farmers is presently dealing
with such problems as anthrax, botulism, urinary calculi, infection enteritis,
parasitic infestation, distemper, and other virus diseases, all of which are of
interest to all phases of animal husbandry. The results of the research proj-
ects conducted by our universities have been made public, and, consequently,
all foreign producers of mink have been quick to obtain the benefits of our
research without contributing toward it.

(c) Genetics: Mink farming, like no other industry, has, through persistence
and experimentation developed a wide variety in colors of pelts. With each
new color development, increased interest in mink has been expressed by the
fur-conscious women of America.

Foreign mink proditction
Foreign governments have been of tremendous help to their fur farmers

through various favorable regulations and controls. Many of these govern-
ments have actively encouraged and sponsored fur farm expansion in their
countries.

Fur farming is one of the few agricultural industries which has not, as yet,
been assisted by price supports or other Government subsidies. We do not want
Government handouts, such as price supports, or other gratuities. We want
others competing for our market, developed through our advertising, to meet
us on a fair competitive basis, according to the American standard of living.

The cost of production of most foreign fur farmers, especially the Scandi-
navians and Japanese, is only a fraction of the cost to the American rancher.
The principal reasons are:

1. That their mink diet is principally fish, and almost void of grain and meat
and meat byproducts.

2. That they have little or no investment in refrigeration, electric motors,
grinders, trucks, land and buildings.

3. That their wage cost is practically negligible because of the low rate, and
they being small "backyard" operators.

Foreign mink imports
The production of mink in most foreign countries has Multiplied in the last

few years. The following table shows the alarming soaring of imports to this
country over a 3-year period. While the imports for early 1955 are not, as yet,
available, the quantities have been tremendous; this can only result in driving
down the price to the United States fur farmers considerably below our cost of
production, with resulting destruction of this industry, similar to the ruin Of
the fox farming industry.
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United State mink inport8

(Parentheses show percentage of increase over base year, 1951]

Year Canada Denmark Sweden Finland Norway

1951 ...DM ------------------------ 575, 988 87, 379 92,494 39, 018 26, 108
1952 ----------------------------- 831,991 141,683 110,886 39, 344 33, 326

(44.44) (62 44) (19.88) (0.83) (27.64)
953. 752, 000 197,000 162,000 82, 000 7,000

(30.55) (125. 45) (75.14) (110.15) (118.32)
1954 ............................. 805 465 218, 230 214, 681 72, 867 92, 118

(3b. 84) (149. 75) (132. 10) (86. 75) (252. 83)

Source: U. S. Tariff Commission.

According to the United States Tariff Commission, also, Japanese mink imports
to this country were 349,000 in 1953, rising to 419,413 in 1954, an increase of
70,413 mink pelts, or a 20.17-percent increase in 1 year alone.

FOX-FARMING INDUSTRY

Tariffs affecting imports on fox
(a) Live fox, 15 percent.
(b) Silver- or black-fox pelts, dressed or undressed, 37 percent.
(c) All other fox pelts, free.
Until the early 1940's fox farming was considered a stable, well-established

agricultural industry. Then imports from foreign countries, with resulting glut-
ting of the market in this country-lack of timely legislation-ultimately resulted
in the complete destruction of the fox-farming industry. The effect of this
glutting of the market in turn resulted in a style change from long-haired to
short-haired furs, which tragically broke the back of the fox industry.

The destruction of the fox industry caused a complete loss of millions of
dollars invested in fox pens, specifically designed for fox farming, and similar
equipment which could not be converted to the raising of mink or any other use.

Thousands of acres of land were covered with fox pens, which made the land
useless, because the cost of removing the pens and buried wire was greater than
the value of the land, even though the land was of desirable quality.

Some thousands of fox farmers in the era of the 1940's were forced out of busi-
ness, and there exist now about 150 who have struggled to maintain a nucleus
of a breeding herd for the time when fox will again be a high-fashion fur.

There has been considerable evidence in the past few months that fox is again
becoming a desirable and popular fur. The huge quantity of fox furs in the
warehouses have been gradually reduced by the use of fox fur for trim. Renewed
interest in fox fur has been evidenced by recent sales in New York, wherein the
buyers of platinum and of full silver foxes showed considerable active interest,
with a top price of $15 per pelt, and 91 percent sold, as compared to the 1953
average price of $7.74 per pelt and only a small percentage sold. The rebirth of
the popularity of fox fur indicates increase in the fox as a fashionable fur.

According to the last figures tabulated (1950), the cost of producing fox in the
United States was $37 each. Obviously, the cost of production greatly exceeds
the present pelt price, and to permit foreign fox furs, raised with little or no
cost of production, to be imported into this country at all, at a time when fox
farming shows signs of recovery, is a serious mistake, but to decrease the small
amount of protection which presently exists ifor this once great industry would
be extremely disastrous.

It is very probable that, within a very few years, and with increased interest
being shown, this once profitable industry will be revived. The pens, buildings,
equipment, and land which has been held for many years, at great sacrifice, will
again become a thriving agricultural, healthy American industry.

Reconmms endations
We oppose H. R. 1, in its present form, as it relates to our industry for the

following reasons:
(1) We believe that the bill will permit indiscriminate reduction of tariff

without sufficient consideration of the effect on the American fur-farming
industry such as an analysis of-

(a) The difference in wage scale paid by the American fur farmer and the
foreign producers.
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(b) The difference in cost of production due to little or no food cost,
plant investment, and Government subsidies.

(c) Investment and importance of fur farming in our national economy,
particularly as a consumer of our agricultural products and byproducts,
motors, refrigerators, trucks, and other manufactured items.

(d) The fact that fur is a fashion, and its very existence is dependent
strictly on style. Dumping of foreign furs, glutting the American market
would result in a change of style. Once a fur is out of fashion, it is next
to impossible to revive any interest in that fur for from at least 15 to 20
years.

(e) The fact that destruction of our industry would mean loss of millions
of dollars in fixed investments, loss of a heavy consumer of agricultural and
manufactured products, and considerable unemployment, both by those
actively engaged in fur farming, fur processing, and all supplying industries.

(2) We respectfully recommend:
(a) That the present tariff regulations on foreign imports be maintained

for an additional 2-year period, during which time more extensive study can
be made of each particular industry:

(1) With respect to its importance and position in the national
economy.

(2) To determine the peril point at which foreign imports would de-
stroy each respective American industry.

(b) That, following the above study, selective tariff revisions can be
made to do the greatest good for American economy.

With the present state of our national finances, we cannot conceivably under-
stand how it could be of any advantage to permit and promote foreigners to
encroach on a healthy, existing, well-established American agricultural industry
on some fanciful theory that the world will be bettered by the promotion of
foreign competition, using substandard wages and costs of production.

(Whereupon, at 9: 50 p. m., the committee recessed, to reconvene at
10 a. m. Thursday, March 10, 1955.)
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THURSDAY, MARCH 10, 1955

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. 0.
The Committee met, pursuant to recess, at 10: 05 a. m., in room

312, Senate Office Building, Senator Harry Flood Byrd (chairman)
presiding.

Present: Senators Byrd (chairman), George, Long, Smathers,
Barkley Millikin, Williams, Malone, and Carlson.

The CHAIRMAN. The meeting will come to order.
The first witness is Mr. Edwin Wilkinson, National Association of

Wool Manufacturers.

STATEMENT OF EDWIN WILKINSON, EXECUTIVE VICE PRESIDENT
OF THE NATIONAL ASSOCIATION OF WOOL MANUFACTURERS

Mr. WILKINSON. Senator Byrd, I appreciate the opportunity to be
here.

Gentlemen, I appear before you as executive vice president of the
National Association of Wool Manufacturers to record its full oppo-
sition to H. R. 1.

Notification on my scheduled appearance before this committee ad-
monishes me to limit my oral presentation to 10 minutes.

The 20-year failure of the trade treaty program to achieve all but
one major objective from time to time advanced for its enactment
or renewal would be impossible in such restricted time. I shall do
my best to be brief and to this end incorporate many references.

The one objective the trade treaty program has accomplished is the
reduction of American tariffs to a point where they stand among the
lowest of the trading nations of the world. On many products, wool
textiles among them, they appear perilously low. Yet many propo-
nents of this measure still attempt, unjustly we think, to brand United
States tariffs the culprit impeding world trade.

The National Association of Wool Manufacturers has consistently
opposed the trade treaty program on principle, logic, and now on
experience. It opposes H. R. 1 because it would extend the life of
that program and, in addition, extend the authority of the adminis-
trative branch of the Government in an area constitutionally assigned
to the Congress-apparently already assumed by the State Depart-
ment. Both extensions should be denied.

The proposals in H. R. 1 have been described as "gradual" and
"moderate" in effect by proponents in and out of Government.
There is nothing gradual in a provision which would permit an imme-

855
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diate 50-percent reduction in the 1945 rate of duty on an item ((E)
p. 5, line 24) and then expose that same item to a 15-percent reduction
of the July 1, 1955, rate over a 3-year period ((D) p. 4, line 7). There
appears to be nothing moderate in another provision that would per-
mit 50 percent reduction in the 1945 rate of duty on items normally
imported in negligible quantities. The word "normally" is an inser-
tion of the House Ways and Means Committee. (When in the last
20 years has world trade experienced normality?) This House
amendment fails utterly to provide a reasonable reference for the
word "negligible" and, therefore, we contend this section remains
as faulty as law as originally written. Finally, there is nothing mod-
erate, in our opinion, in legislation which would enable the adminis-
trative branch of Government to get the United States inextricably
involved in a supranational organization such as GATT or ITO for
the control of world trade policies, with or without inclusion of
the Communist nations, as we predict will be the result if this measure
is enacted into law. Assurances made to you that Congress is to
have a look at the organizational proposals for GATT should alert
rather than allay your concern. It is the substantive features that
will be important. The substantive features are important because,
whether we like it or not, our domestic trade policies are irrevocably
intertwined with our international trade policies, and the surrender
of sovereignty over our foreign trade policy is tantamount to sur-
render of control over our domestic trade or commerce policy.

The fact that such surrender may be achieved through bipartisan
action will not alter the consequence. Further, we need not reach
far back in history to assess the importance of retaining sovereignty
and responsibility for our offshore acts. Recall the recent successful
unilateral action in the Tachen Islands.

PRINCIPLE POOR

We do not believe it good principle to continue to disturb the con-
stitutional division of authority between the branches of Govern-
ment. In the House committee report on H. R. 1, page 5, it is argued
that if the Congress was willing to delegate discretional military au-
thority to the President in the Formosan matter, why should it not
do likewise on tariffs? We wonder if the framer of this attempt
at persuasion would follow the same line with respect to taxes and
excises? We think not.

Moreover, an extremely important point has been missed. With
respect to Formosa, a known President and a known circumstance were
involved. H. R. 1 delegates authority to June 30, 1958, and no one
living can now name the President of the United States in 1957 and
for 6 months in 1958.

LOGIC FAULTY

The trade treaty program originally, covertly, was for the purpose
of achieving by Executive action what its proponents realized could
not then be accomplished by congressional action-the reduction of
United States tariffs. If United States tariff reductions are all that
are required to cure the world's trade ills, why make the proceduthb
so complicated? In this connection we are surprised by the report
suggestion of certain witnesses that some tariffs might be increased.
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This has not occurred in 20 years, and we doubt that the United States
negotiators command sufficient persuasion to convince foreign nations
to agree to increases in our rates of duty.

Originally no industry was to be injured. At least today it is
recognized that some American industries of necessity will be in-
jured. All kinds of schemes, most foreign to American principles,
are advanced as the solution for the problem of unemployment to be
created by this act. Displaced citizens are to be trained in other
trades, moved to other sections of the country whether or not they
elect to be treated coldly as a commodity by their Government. Just
what trades or skills, just which areas need those soon to be, if not
already, jobless or create these green pastures: and, at the same time,
increase the minimum wage rate for the job that was.

Gentlemen, we just do not believe that, in denying a wool textile
worker the opl)ortunity to continue working at his chosen occupation
under American standards of work and by transferring that job to
his foreign counterpart, the result will be increased domestic or in-
ternational commerce. The employed American worker is a far
better prospect for radios, TV's, washing machines, and even auto-
mobiles than is the foreigpi worker who would replace him at wages
one-fourth or worse less than his. On the other hand, an employed,
prosperous Anierican is not only the world's best customer but, as has
been proven, with its diversified skills and industries in being, it is
tle world's greatest source of material and financial strength in pur-
suit of freedom.

It is argued that the United States cannot continue its financial and
material contributions to peace through freedom; that we must, in
justice to ourselves, materially reduce or discontinue our largess to
foreign countries. Involved here is a question of fact. We would not
presume to have the answer. But we would contend that, if this be
true, II. R. I is not a substitute solution. If we are at the end of our
resources for aid, the substitution of our wealth-producing indus-
tries and skills for the finances and products we have been pouring
out would be self-defeating. One is of value as a blood donor only
if healthy and vigorous. Controlled bloodletting can maintain the
source of blood in full vigor. Let it be uncontrolled or profligate and
ilhe production source, the distribution channels, will degenerate and
collapse. Gradually to bleed to death would be of advantage to no
n()e except our enemies.

EXPERIENCE WORSE

The trade-agreements program was, among other things, to reduce
foreign barriers to world trade in reciprocity for our tariff reductions.
It is said that without additional authorization further to reduce
tariffs we have no bargaining position. This is the second such in-
stance in which we have heard this. In short, the ante and second
stake are used up. What is the result? Even the State Department
must admit that foreign-trade barriers are more numerous and re-
strictive than at the program's beginning. Such fruitless experience
should itself justify termination of this 20-year failure.

In our earlier appearances in opposition to the trade-treaty pro-
gram we have been accused of crying "wolf." Statistics, alleged
incontrovertibly to establish the benefits of the trade program, were
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arrayed and paraded before congressional committees. We were
glad to note that this committee is insisting upon a distillation of
recent statistics advanced in support of the program so that the aid
content of our exports may be distinguished from true commercial
exports. We believe your insistence will reveal that the horse in this
trading is of another color. We can tell you that during an almost
unprecedented depression in the manufacture and sale of wool textiles,
of several years' duration, foreign manufacturers have been enjoying
alltime peak operations, and United States imports of woven fabrics
for 2 years running set 30-year records.

We do not ascribe our plight entirely to imports, but the estimated
8 million or more annual man-hours they represent, or even part
thereof, would have materially helped the situation in many mills in
our industry.

One of our chief concerns is that, in seeking administrative im-
plementation of a reservation incorporated in the Geneva agreement,
we are rebuffed on a point of interpretation sustained by secrecy at-
tached to the underlying documents. Gentlemen, secrecy has no place
in matters of this nature under democratic principles.

Senator MiIKiN. May I inquire: What is the particular reference
to which you refer?

Mr. WILKINSON. Senator Millikin, that refers to an application we
made in the summer of 1953 for the implementation of the Geneva
reservation, which I will briefly state as saying it provides for the
restoration at administrative discretion of the former duties in the
event that imports of woven woolen and worsted fabrics under para-
graph 1108 and 1109 (a) exceed 5 percent of the average 3 prior year
production in the United States of similar fabrics.

In 1953, we were of the opinion that the trigger point was surpassed.
We were amazed to learn that this word "similar" was construed by
the State Department or the executive branch or by those in charge
of this program to mean "all." On this very point 11 New England
Senators addressed a letter to the President last week, I believe it was.
We are very happy to find that they are in accord with our opinion
that similar means what it says.

We were told that the underlying documents negotiated at Geneva
clearly revealed that "all" was intended to mean all woven woolen
fabric imports must exceed 5 percent of the average 3 prior years'
production in the United States of all woven woolen fabrics. That
seems like a different meaning.

Senator MILLIKIN. That seems like a strained meaning.
Mr. WILKINSON. We couldn't go any further because we were told

the documents were classified and were not for our reading.
Senator MILLIKIN. I don't know why they should be classified.
Mr. WILKINSON. Thank you, sir.
Our wool bed blanket manufacturers are undergoing severe con-

traction of their market and, as is the case in many other areas of
wool manufacture, they are fighting for survival. What careful con-
sideration are they accorded by those presently charged with the
administration of the trade agreements program? Their product is
included on the list of items to be involved in negotiations of a
special agreement with Japan and other countries. Is Japan among
our principal foreign suppliers of wool blankets? Is the duty on
blankets high in relation to relative wage scales here and in Japan?
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Do we need more wool blankets than we are capable of producing
here? The answer is three times no. The only reason we can see
for the inclusion of blankets was that our State Department, in its
anxiety to increase the market for some Japanese product in some
third country would negotiate with the latter a reduction in the
present meager protection for an American blanket millworker's job.

Gentlemen, on principle, on logic, and on experience we oppose
H. R. 1. We urge you to oppose it.

Senator MILIN. What do you proposed as a substitute or an
amendment?

Mr. WILKINSON. We have reached the conclusion that H. R. 1 is
such a hodgepodge of contradictions that there seems to be no single
amendment that could cure it. We believe that the administration
of foreign policy should be restored to the control of the Congress and
not delegated to the administration. We believe the Congress can be
liberal as any administrative agency of the Government, and that is
the proper course for the United States to follow.

Senator MILLIKIN. You, of course, are aware of the objections to
that. Congress doesn't want to get back to the history of the so-called
logrolling and the defects that have developed in practice in connec-
tion with Congress doing the job.

Mr. WILKINSON. I remember at the time this act was originally
enacted logrolling had become a nasty word, but we think the 20
years' experience horse trading is running it a very close second if it
isn't neck and neck with it. We don't think there has been any elimi-
nation of logrolling whatever. That may be. It is just transferred
to another area.

Senator MILLIKIN. May I make a personal suggestion to you?
Mr. WILKINSON. Please do. I would be grateful.
Senator MILLIKIN. The committee has not taken any action on

any of these things. I want to suggest to you that the act will be ex-
tended in one form or another. The question is not one of abolishing
the reciprocal trade system, it is a question of making it work as best
we can make it work, rather than picking up a new system. I think
you will find that is the result that will come out of this Congress.
My only suggestion is that you should perhaps aline yourself with an
extension of the system, but under such terms as you feel will protect
your industry.

Mr. WILKINSON. It is very difficult for an industry which on prin-
ciple has opposed this measure so long, to take any position except on
the basis that you put it, that here we are confronted with what is al-
most an accomplished fact. Under those circumstances and on that
basis only, would modification of our opposition to the principle be
justified. First, it would seem that the authority should not be ex-
tended into an unknown future, as the case is in this bill. Both the
House Ways and Means Committee and this committee have received
many, many assurances as to the general considerations, and so forth.
We insist that nobody is qualified to make any such assurances beyond
the indicated term of the present President to whom this power would
be conferred.

Senator MILLIKIN. That would be the case, I suggest, in any kind
of law that you could pass.

Mr. WVILKINSON. There is another point that is dwelt upon cease-
lessly by the proponents, and that is that it is moderate, and that its
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effect will be gradual. As I have demonstrated at the start of this
statement, it really isn't moderate when you analyze the bill. All the
items on the list of the Japanese agreement are in double jeopardy.
The only thing that removes them from that double jeopardy is the
fact that they may not succeed in concluding the Japanese negotia-
tions before July 1, 1955, but if they do succeed in concluding that
negotiation prior to that date, then all the items on that list which
may or may not have been subjected to a reduction in the duty stand
again in jeopardly of an additional reduction in the duty. I don't
think that is a moderate program, sir.

The same applies to the question of the negligible quantities. The
President has delegated the power to reduce the duties on imports nor-
mally not imported or imported in negligible quantities. There isn't
a single point of reference to tie to on that word "negligible." Is it
negligible in respect to imports? No one can tell. It is unknown.
It is wide open. We don't think that is good law. We think there
is much support, I understand, for an amendment of the escape clause
and the peril points. In all frankness, I think our industry is con-
vinced that those who would settle for that support willingly are
kidding themselves. I do not believe that those clauses can be written
in such a way as to insure the protection the industry endorsing them
hope to achieve. The advantage, if any, to be gained in our judgment
are purely psychological. But anything that does restrict or limit
the authority and the degree must be considered as some improvement.
There is no question about it.

Senator MILLIKIN. I am not arguing one way or the other with you.
I want to get your viewpoint.

Mr. WILKINSON. Thank you very much.
The CHAIRMAN. Thank you very much.
Are there any further questions?
Senator MALONE. Mr. Chairman.
The CHAIRMAN. Senator Malone.
Senator MALONE. Mr. Wilkinson, do I understand that you are

opposing the extension of the 1934 Trade Agreements Act?
Mr. WILKINSON. Yes, sir.
Senator MALONE. You don't believe there can be any reduction of

studies or tariffs, assuming they already represent the differential
between the cost to you and the competing product without further
injury to the industry in that particular connection?

Mr. WILKINSON. The question goes beyond the scope of my com-
petence. I would like to limit it to wool textiles. Offhand there occurs
to me no duties which could be reduced without further jeopardizing
the workers in this country to increased imports.

Senator MALONE. Are they already jeopardized?
Mr. WILKINSON. We believe they stand in jeopardy at the present

time. We believe the record will demonstrate our imports have been
at 30-year peaks during at least 2 recent years. Our industry is de-
pressed. We have more than sufficient capacity to meet our own re-
quirements. You can't bring in something on top of that without dis-
placing domestic activity.

Senator MALONE. Isn't the whole idea of the Trade Agreements
Act to do just that, to displace products in one industry on the judg-
ment of the Executive or the State Department, whoever runs 14
allow more imports to be sold in one particular industry, which may
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prove an encouragement to the foreign nation because of the sale of
a larger amount of products in another industry?

Mr. WmKINSON. That seems to be the underlying philosophy.
Senator MALONE. Under any amendment so far offered and under

the present setup of the bill, including the peril point and escape clause
and all other fiddling with the bill that has been done in 21 years, the
President or the State Department or whoever does it is still the final
judgment, is he not?

Mr. WILKINSON. We have no recourse to Congress except through
legislation.

Senator MALONE. Of course, Congress can take up legislation at
any time, which I hope they do right here. If they refuse to extend
this act, which I hope they do, then you understand, of course, that all
of the duties and tariffs on the remaining products on which there is
no trade agreement revert to the Tariff Commission, an agency of
Congress? You do understand that that is what will happen.

Mr. WILKINSON. They stay as in the 1930 Tariff Act, if not subject to
agreement.

Senator MALONE. That is right.
Mr. WILKINSON. Yes, sir.
Senator MALONE. The instructions of Congress to the Tariff Com-

mission are very definite. They only have one criterion, and that is
the difference of cost and production of an article here and that same
article or a like article in a chief competing foreign nation, and that
they then recommenld that to be a tariff. That is the only criterion.
You understand that,?

Mr. WILKINSON. That is right.
Senator MALONE. That is what you want the tariff to be, that dif-

ferential of course?
Mr. WILKINSON. Our theory of tariff is that the basic principle is

that of need. You see, even under the existing tariff, that theory of
course does not apply to every commodity that is imported. Those
commodities which we need, because either we don't have or do not
have in sufficient quantity, come in duty free-many of them. We
think that is a perfectly valid philosophy.

Senator MALONE. Of course, I neglected to mention that 50 or 60
percent of the products are on the free list, and nobody is talking
about a duty on those products. I am talking about the ones we pro-
duce in some quantity, and at a fair cost. Most of those have had a
duty, and that duty, if fixed by the Tariff Commission under the 1930
law, there is only one criterion Congress has laid down, and Congress
has laid down the principle that the difference between the cost of
production in this country and the competitive country should be
recommended as the tariff. That is what you want.

Mr. WILKINSON. That is the basic principle of the tariff, where a
duty obtains-

Senator MALONE. Is there any protection to an industry at all upon
which an investor can invest his money if you can take in any other
factor such as the association or the relation between industries in this
country and the good of the whole economy or the political situation
in foreign nations or buying friends or something by lowering duties,
on a certain product; is there any protection to an investor at all in
that case?
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Mr. WILKINSON. There is not much cause for confidence in the eco-
nomic environment of tariff-protected industry.

Senator MALONE. Of course, not. The whole theory of protection
is destroyed. If the money was not already in your industry, per-
haps no one would put any in it. But now the people that have their
money in these industries all over the Nation, frantically come here
and try to get assurance that they can live. That is about what you
are here for, isn't it?

Mr. WILKINSON. Yes, sir.
Senator MALONE. And you shouldn't have to come at all, if the

principal already established in the 1930 Tariff Act were utilized.
You wouldn't have to come at all, would you?

Mr. WILKINSON. No. I think that is largely the case, sir. If I
followed the testimony before this committee and the House Ways
and Means Committee to the extent that I think I have, those who sup-
port this measure seem to try to give that assurance to all, that this
act will hurt no one, that it will only do good. We don't under-
stand it.

Senator MALONE. The ones that support the measure?
Mr. WILKINSON. That is correct.
Senator MALONE. They give that assurance?
Mr. WILKINSON. Yes.
Senator MALONE. I have the highest regard for the President of

the United States. It is not a question of trusting the President at
all. It is a question of any one man's knowledge of the whole intricate
economic system and the international system, and trying to judge
what is good for an industry. I think the whole principle is wrong,
and we shouldn't burden a President of the United States with any
such responsibility. I think that he meant what he said in that letter
to Congressman Martin, Joe Martin, but I don't think he is in any
position to understand the situation.

Certainly the advice he gets in the State Department would not
help him, because that record is clear for 21 years.

I don't think he would knowingly hurt anybody, but this thing has
been going on for 21 years. We are so far away from the dog that
bit us that we forget what the color of it was and what it was. If
we just do not pass anything and let it revert, we are on the way.

You understand also that these trade agreements already made
would remain in effect until the President served notice on the country
with which such trade agreement was made for cancellation; you
understand that?

Mr. WILKINSON. That is my understanding.
Senator MALONE. It is my opinion that it would not take him long

to realize the situation, and when he served the notice within a speci-
fled time, that reverts to the Tariff Commission on the same basis of
far and reasonable competition; you understand that?

Mr. WILKINSON. Yes.
Senator MALONE. So we are on the way. The first step is to let the

act lapse. I agree with you that there is no way to amend it if you
leave it to the final judgment of one man in the executive branch.
There is no way you can amend it so an investor is in any way assured
of the safety of his investment.

I say to you that this act in the first place followed by less than &
year the act to recognize Communist Russia in 1933. In 1934 this act
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was passed to throw into the executive department and take from
Congress the resposibility that the Constitution puts on Congress, and
that Constitution was amended by a simple act of Congress giving to
the Executive the power that he now has. In my honest opinion it
could be called an approach to destroy the workingmen of the country
and the small investor. The small investor I define as an investor who
is not large enough to put his plant behind the low-wage curtain in
foreign nations and ship the products back here. For those people it
will help, there is no question about that.

You understand, too, that this General Agreement on Tariffs and
Trades at Geneva has been going on since 1947, and they meet while
you sleep. They are waiting now for this extension to become final
and then the work they are doing will again become effective. But
if this doesn't pass, all such extraneous organizations throughout the
world that build a great world trade organization, hoping that the
American markets will be thrown into the pot, and then divided on
the basis of entitlements for consumption, as they say, on the basis of
population will be out of business. That includes this organization
of the United Nations that has recently been set up through an As-
sembly resolution, another world trade organization to divide the
markets; the International Trade Organization that this Congress has
already refused to have anything to do with, but which is still lying
dormant, and the International Materials Conference organized by
the State Department to take the place of he ITO.

You understand that all these organizations were formed for one
purpose, to divide the markets of the United States. They fall on
their face, if you do not extend this act.

Mr. WILKINSON. We feel that is one of the surest ways of averting
entanglements in a supernational organization in which, if it were pat-
terned along the lines of ITO, we would have one vote. We are ex-
tremely concerned about the possibility of surrendering our sovere-
ignty over our foreign commerce policy through such course.

Senator MALONE. Mr. Wilkinson, I think you are a breath of fresh
air. There have been 3 or 4 who have come in to this committee. I
personally appreciate your appearance here. That is all the questions
I have, Mr. Chairman.

The CHAIRMAN. Thank you very much.
Mr. J. M. Wilson, secretary of the Wyoming Woolgrowers Asso-

ciation, is the next witness.
Senator MILLIKIN. Mr. Chairman, I want to say to the members of

the committee that I know Mr. Wilson very well. He is a great leader
in the wool-production business in the West, and I personally am very
glad you are here to listen to his testimony.

STATEMENT OF T. M. WILSON, SECRETARY, WYOMING WOOL-
GROWERS ASSOCIATION, ACCOMPANIED BY KARL H. HELFRICH,
FORSTMANN WOOLEN CO., PASSAIC, N. J.

Mr. WILSON. Mr. Chairman, gentlemen of the committee, I appre-
ciate the remarks of the senior Senator from Colorado who I think is
perhaps the best-informed man on tariff that we have in the country.

I do not have a prepared paper, so I hope at any time you will feel
free to interrupt me and ask questions. Perhaps it may seem strange
that a representative of the Wool Growers Association is appearing
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before this committee because you gentlemen are all aware that last
year you passed what is now known as the Wool Act of 1954 which,
in effect, is a subsidy act for the domestic woolgrowers of this country.
It is called an incentive payment, but we can't escape the fact that it
is a subsidy. That was done, I should say, because the woolgrowers
had filed a case with the Tariff Commission and the Tariff Commis-
sion had recommended an import duty on wool which in effect meant
an increase in the duty. That was denied on the theory that there was
a better way to handle the wool situation, and as a result the 1951.
Wool Act was passed.

We are interested, however, very much in the manufacturers. Mr.
Wilkinson has just testified. Mr. Robinson testified on Tuesday of
this week, and I endorse everything that they have said.

I want to refer to a statement that Mr. Wilkinson just made about
"similar." There has been a rather broad interpretation perhaps of
"similar," and I think that Mr. Robinson showed the committee-
I happened to see the fabrics that he presented to the committee on
Tuesday-and if any fabrics in the world were similar, those fabrics
that he gave to the committee were similar in construction, so far as one
could tell the construction-and I am not an expert on that, but the
general feel of the fabrics was practically identical.

I felt on this 5 percent matter, as he indicated and Mr. Robinson
indicated, that the way they interpret the 5 percent imports to be dam-
eging, exceeding 5 percent of domestic production, we assume that
most of the imports are of all wool, whereas our domestic figures are
on 50 percent or more of wool, and I think if the Government or your
committee had the figures showing the actual amount of all-wool
fabrics produced in this country, it would be found that the imports
of all-wool fabrics greatly exceeded the 5 percent.

I would guess, and it is merely a guess, that it would be at least
3 times 5 percent and in those brackets of the better class woolens and
worsteds, our manufacturers are being hurt and hurt badly.

As both Mr. Robinson and Mr. Wilkinson have testified, we have
and have had for several years the worst depression in the textile
industry that I can ever remember, and I think that anyone perhaps
on this committee can remember. It has been particularly bad in
woolens and worsteds, but it has been bad in other textiles. Cotton
textiles are now improving, and I think perhaps some of the synthetics
may be improving, but the woolen and worsted situation is still ex-
tremely bad.

Senator GEORGE. While cottons are improving some in volume, it
has not improved in price.

Mr. VILSON. I am glad it is improving in volume.
Senator GEORGE. That helps.
Mr. WILSON The woolen and worsteds are improving a little in

volume, but it is infinitesimal, it isn't enough to be felt. That applies
to all textiles, but is particularly true with woolens and worsteds.

I don't know what can be done because we have this severe depres-
sion and, after all, we cannot export wool. Our costs of production
are entirely too high to export wool. Mr. Wilkinson pointed out a
situation that I didn't realize until I had a friend from abroad stop
off here about 3 weeks ago when I was here before, and he told me
that the woolen and worsted industry was in better condition, more



TRADE AGREEMENTS EXTENSION 865

prosperous abroad than he had ever seen it, and he has been in that
business, to my certain konwledge for over 60 years.

They are prosperous there and in this country we have about one-
half of the employees in the woolen and worsted industry that we
had a few year, ago. The mills, with few exceptions, are all losing
money and lots of it.

But on the contrary, in England, they are prosperous and are seek-
ing more of our markets. That was shown by the samples that Mr.
Robinson presented to your committee. They were comparable, sim-
ilar, and were practically exact duplicates as far as anyone could tell.

I am in hopes-first, let me say that the woolgrowers have always
been opposed to the Reciprocal Trade Agreements Act and the exten-
sion of the act. I think, however, I am a realist, and I think perhaps
that Senator George is the only one now on this committee-and Sena-
tor Barkley-who was in Congress at the time the original Trade
Agreements Act was passed, and the Senator will recall that the vote
on the Pittman amendment requiring congressional approval was very,
very close.

Senator GEORGE. I remember it very well.
Mr. WILSON. That was the closest vote, Senator, that there has ever

been on the reciprocal-trade agreement. We missed that by just a
little. We were unhappy about that, because we still would prefer to
come to Congress.

I am a realist and I want to suggest that the escape-clause and the
peril-point amendment be rewritten so that they cannot possibly be
misinterpreted, as in the case of "similar." I also feel, as Mr. Wilkin-
son does, that the act should not be extended for more than 2 years. I
had hoped that the Senator from Pennsylvania, Senator Martin,
might be here this morning, because when Mr. Robinson was testify-
ing on Tuesday, Mr. Robinson spoke about the use of the stockpile
for defense purposes; that is, to have it be made into goods.

The Commodity Credit Corporation has a stockpile of somewhere
between 130 and 150 million pounds of domestic wool which they have
been accumulating under the price-support program for several years.
Today, for example, they are taking in a lot of wool that the growers
have been unable to sell for as much or nearly as much as the support
price. They are selling fine wool, for example, today for about $1.50
a pound clean basis, and they are paying under this loan, the Com-
modity credit Corporation on recourse loans, about $1.64, so they are
getting a lot more wool.

At a meeting which Senator Barrett of our own State called-Sen-
ator Millikin attended the meeting, as did several other Senators-we
asked that the defense forces take over the stockpile and have it manu-
factured into goods on the theory that a stockpile of goods would be
valuable. It takes quite a while, gentlemen, to convert wool into goods.
First, it has to be scored, soured, combed, and so on. If it was in a
stockpile of goods, they could immediately be converted into uniforms.
They have a stockpile of what they call shelf goods, as they testified
before the informal meeting, of approximately a 2-year supply, which
they figure is the equivalent of 15 million pounds of clean wool for a
year at the present size of the Army. That does not take into consid-
eration any possible reserves.
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They also have a stockpile-this is the Army-for all the defense
forces of about 95 million pounds clean basis. What that is in yard
age, I am not prepared to say. I don't have the figures.

That covers all the services. I assume that covers all the items to be
used for clothing and equipage.

We don't think the addition of perhaps not over 50 million pounds,
clean in the wool stockpile, probably more nearly 30 million pounds,
which would be suitable for defense requirements, would increase that
stockpile enough to make any material difference.

I can sympathize with what Senator Martin said about the moth-
balls, but we have made some improvements where they can use DDT
and it will not have the mothball odor in the cloth.

At the informal meeting the Assistant Secretary of the Army said
they had agreed not to use the new gray-green uniform, which is not
to be standard until 1956. From his own figures, they will have
enough goods on the shelf of the present OD color to last them until
through 1956, I believe. Then they must have, I assume, in the defense
stockpile for all of the Defense Department an additional quantity of
goods, so it will probably be later than 1956.

They have already issued of this new gray-green cloth some six-
million-odd yards, which is not going to last very long, and certainly
they could replace the present OD series that they have with this new
gray-green. If we got into a war, they would have it immediately
available for manufacture into uniforms, and it would at least be 5
months nearer the soldier's back than it would in the form of wool.

I would again suggest that the escape clause be strengthened so.
that it cannot be misinterpreted and will mean exactly what Congress
intended it to mean. I think the same thing applies to the peril-point
amendment. I do hope that your committee will give consideration
to the plight of the manufacturers in this country.

As I said before, they are our customers. If we could use this stock-
pile, it would help tremendously, but would only be a temporary help
in easing the unemployment situation in the mills. But the manu-
facturers need help and need it badly. I think if the figures could be,
secured showing the amount of all-wool yardage produced in this
country, it would be found that the imports were much more, several
times the 5 percent.

I thank you. I thank the committee very much.
The CHAIRMAN. Thank you very much, Mr. Wilson.
Are there any questions?
Senator LONG. I would like to ask this question: It has been sug-

gested to me that perhaps there ought to be some sort of an amend-
ment to this bill to indicate that when the President felt it necessary
to protect some industry for defense purposes, he should have the
power to impose quotas or even to raise tariffs, if he felt that industry
was going out of business otherwise. I take it that that would have
some appeal to you.

Mr. WILsON. It would have decided appeal if it were done,, if the
power were given and it was done.

Senator LONG. It was never suggested to me that any such power
should be anything but permissive, or that it should be required of
the President. If he feels an industry should be protected and the
situation was such that the industry was in peril, perhaps he ought
to have the authority under this act.
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Mr. WILSON. Naturally. We would like any authority that would
take care of a distress situation, such as we have in manufacturing
industry at this time. At the moment the woolgrowers are all right.
Despite the liberal incentive payment we will get on our 1955 woolk
due not only to market, but the weather conditions-the severe
drought we have had in most of the sheep area-sheep operations
despite the incentive payments, will still show a loss.

The CHAIRMAN. How many pounds does the Commodity Credit
Corp. have?

Mr. WILsoN. This is a guess. They will take the 1954 wool clip
until March 31. It has tobe under the loan plan by March 31. My
estimate was somewhere close to 150 million pounds. I understand
they are negotiating with Turkey for some 15 million pounds. These
are grease pounds that come off the sheep. That would leave some-
where around 130 million pounds.

The CHAIRMAN. Is there any prospect of disposing of any more?
Mr. WILSON. They are trading this for manganese, I believe, for

tungsten, or something with Turkey. I know very little about it. I
was told about it the other day. I doiit think so. Our price is-due
to the loan-$1.64 for fine wool as compared to a market price of $1.50.
Of course, they could dispose of that wool to any foreign country, but
it would have to be done at a considerable sacrifice.

The CHAIRMAN. Do you anticipate an increase in the amount the
Commodity Credit Corporation will have?

Mr. WILSON. No. That is the end. Since we passed the Wool Act
of 1954 there will be no further stockpiling by the Commodity Credit.
This year, with the 1954 program, it is concluded, and March 31 they
will no longer loan or purchase wool.

The CHAIRMAN. The growers will get the same price?
Mr. WILSON. The growers will get a better price, Senator Byrd,

when they get the incentive payment. The incentive payment is to be
figured on a percentage basis. They first determine the average price
at which the growers sold the wool in this country. They do that from
the actual sale. That will be done starting April 1, 1956, and the dif-
ference between the average price at which the grower sells his wool
and the 62 cents which is the incentive level set by the Secretary of
Agriculture will be paid each grower percentagewise. I will take as
an easy figure if the average price was 50 cents

The CHAIRMAN. Then the grower will sell his own wool?
Mr. WILSON. Yes.
The CHAIRMAN. Do you anticipate that circumstances will permit

them to sell that much wool?
Mr. WILSON. Unless our manufacturing business improves, I don't

know what will happen. We only are producing in this country
probably 35 to 40 percent of our requirement of apparel class wool.

The CHAIRMAN. What I want to know is: whether the stockpile
will increase, either that owned by the Commodity Credit Corporation
or that in the hands of the woolgrowers? Will there be a steady
increase?

Mr. WILSON. I would hope not.
The CHAIRMAN. In other words, woolgrowers will sell the products.
Mr. WILSON. That is the purpose of the act.
Senator GEORGE. With the incentive payment they will sell.
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Mr. WILSON. They have to sell because they get the incentive pay-
ment.

Senator GEORGE. They have to sell before they can realize the incen-
tive payment.

Mr. WILSON. That is right.
The CHAIRMAN. How much will incentive payments decrease?
Mr. WILSON. They will get more, Senator Byrd.
The CHAIRMAN. What I want to know is: What will be the price

of the wool compared to the incentive payment?
Mr. WILSON. That is a $64 question. I have been connected with

the woolgrowing industry all my life and appeared before this com-
mittee a number of times. I haven't the slightest idea. The Govern.
ment estimates 50 cents will be paid for the wool. The only actual
figures I have in our own State where the same clips of wool were con-
tracted about 3 weeks ago at 42 cents per pound and the identical clips,
as near as you can have them one year from another, sold last year at
52 cents a pound, so the price is down 10 cents in the year. So that
would be 30 cents, clean.

Senator WILLIAMS. The producers are not concerned with the pre-
vailing price because they will get the difference in incentive payment
up to 62 cents; isn't that right?

Mr. WILSON. That is correct, except they are concerned about the
price.

Senator WILLIAMS. They would be in the long run effect, in that
maybe too large an incentive payment might cause it to be repealed.
From a financial angle, whether they sell it for 30, 40, or 50 cents, it
is all made up out of the Treasury; is that correct?

Mr. WILSON. Yes; let's take an example, if I may take the time.
Let's say you sell your wool for 30 cents and the average price is 30
cents. The difference between 30 cents and 62 cents is 32 cents. So
you get a 100 percent incentive payment, 102 percent, or whatever
the figures are. At 50 cents, if the average is 50 cents, and the grower
sells at 50 cents, he will get an incentive payment of 24 percent, being
the difference between the average price and the incentive level set
by the Secretary of Agriculture. If he got 70 cents and some wools
will bring that, then he would still get the 24 cents if the average price
was 50 cents.

He would still get the 24 cents. His incentive payment is based
on a percentage of the price at which he sells his individual clip of
wool.

Senator WILLIAMS. It still averages back pretty much to the 62
cents.

Mr. WILSON. I don't think it will average back to 62 cents, Senator,
because there will be a lot of fellows due to the variation and char-
acter of the wool who will sell their wool, say, at 40 cents and while
they will zet a 50-cent incentive payinent-that would be 20 cents.
They would still be under 62 cents. Theoretically it is supposed to
average 62 cents, but I don't think it will.

The CIAIRMIAN. Are there any further questions?
Senator BARKLrY. Did I understand you to say that we produce

about 30 to 40 percent of the wool we consume?
Mr. WILSON. From 40 to 50 percent probably would be a fair figure.
Senator BARKLEY. How long has that been?
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Mr. WILSON. Our sheep crop has been decreasing steadily for a good
many years. The figure this year would be a little larger than last
year, but when you go to analyze the figures, you find that the sheep
numbers have declined slightly, and they figure the grease weight will
be a little more. We have declined from fifty-odd million sheep to
some thirty-odd million, and it isn't much less than a forty-odd per-
cent decline.

Senator BARKELY. Over what length of time have we produced
less than half of the wool that we used in the United States?

Mr. WILSON. That would depend on several factors, Senator Bark-
ley. One is that we have had an enormous demand for wool for de-
fense during World War II, during the Korean situation. For ex-
ample, when the Korea war started, wool was selling at, I would
imagine, about $1.80, clean, and by the time the Government got into
the market and bought all the wool and bought it rapidly, it was
just about doubled. I don't know what you would consider normal.
Normally we used to produce in this country two-thirds of the wool
we consumed.

Senator BARKLEY. We never have been self-sufficient?
Mr. WILsoN. Not within my time.
Senator BARKLEY. Has the use of other fabrics, like nylon, Textron,

all these "-on" that have been made out of all sorts of artificial com-
modities had any effect upon the use of wool domestically in the field
of clothing for men and women?

Mr. WILsON. I think it has had some effect. I don't think anyone
can measure how much effect. We seem to find that those who have
used an all-synthetic fabric, for example, have gone back to wool.
They didn't prove entirely satisfactory for any number of reasons.
There are good many blends made, and some will tell you the use of
the blends is increasing; that is, in proportion to these "-on" fabrics,
as you call them.

Others will tell you not. I don't know. It has had some effect.
Senator BARKLEY. Where do you think the present language of the

law concerning the peril point and the escape clause it is weak and
should be strengthened?

Mr. WILSON. I think it should be strengthened so the findings of
the Tariff Commission, which is supposed to be a fact finding body-
and I think it is-should be mandatory.

Senator BARKLEY. You mean the President should be required to
obey the Tariff Commission?

Mr. WILsON. If they find injury; yes.
Senator BARKLEY. Isn't that rather a departure from our usual legis-

lative and executive procedure to require the President to be governed
absolutely without any discretion by some agency viewpoint and the
Senate confirms?

Mr. WILSON. I suppose it is, Senator Barkley. You asked my
opinion and I gave it to you.

Senator BARKLEY. I understand. I appreciate your frankness.
To me it constitutes somewhat of a departure from the ordinary pro-
cedures. It would make out of the President-we use the word "rub-
ber stamp" around here a good deal. It would make one out of him,
wouldn't it?

Mr. WILSON. Well, he wouldn't have the discretion he has now.
Senator BARKLEY. He wouldn't have any at all, would he?
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Mr. WLsoN. Not if the Tariff Commission made their findings, no,
Senator BARKLEY. Do you think that is a wise sort of legislative

and executive coordination?
Mr. WILSON. You would be a much better judge of that than

I would be, Senator Barkley.
Senator BARKLEY. I am not so sure about that. You are here to give

us your views and your judgment.
Mr. WILSON. I have given my judgment. Whether it is wise or not,

that is still my judgment.
Senator BARKLEY. You have to determine that, I guess.
Just one further question: Would it or would it not be more difficult

for the Tariff Commission or the President to determine precisely-.
and as we say, down to a gnat's eye-and I am sure you are familiar
with that expression-where the peril point would really be in a case
where we do not have as much as we consume produced in this country
and must depend on the foreign market to supply part of our market!

Mr. WILSON. I am not asking for the peril point. The wool is taken
care for 4 years by the Wool Act. I am asking for protection for the
wool manufacturers. We do not have figures on all the wool produc-
tion in this country. I think that could be determined. I pointed that
out.

Senator BARKLEY. Do we export a considerable of manufactured
products, manufactured goods"?

Mr. WILSON. Not in woolen and worsteds. We cannot. First, our
wool price is higher. And as you know-you are very familiar with
it, I know-they have a duty on wool, we have an effective duty for
the duty paid on wool, a compensatory duty, as we call it, on manu-
factured wool. We couldn't do it for that reason, and because of
labor.

I had a conversation with a friend of mine from abroad who is in-
terested in mills in several countries. He has a combing plant in
Canada. Due to the recent decision of the Canadian Tariff Commis-
sion denying them quotas or increases in tariffs-incidentally, he told
me the wages in Canada were just three time the wages he paid in
England-and he is going to have to close his Canadian plant and
supply Canada with goods from England. That is due to the tariff
situation. That is just one example.

May I ask you to repeat your question. I was diverted in my answer.
Senator BARKLEY. I think my last question was: Is it not more

difficult where we rely upon foreign markets for part of our supply
in any article in the United States, would it not be more difficult to
find where a peril point existed when it would be reached in view of
the fact that we must rely upon outside supplies to fulfill our demands!

Mr. WILSON. I don't think so, Senator Barkley. As I stated, it
doesn't apply to wool-

Senator BARKLEY. I understand.
Mr. WILSON. But it does apply to manufacturing, and I think that

could be found. It would require a different system for the census
in reporting the production of all wool goods rather than 50 percent

Senator BARKLEY. Thank you.
That is all, Mr. Chairman.
The CHAIRMAN. Any further questions.
Senator MALONE?
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Senator MALONE. I too have known Mr. Wilson for many years
and am very familiar with his work in this field, Mr. Chairman. I
think he thoroughly understands the difficulty now in both fields, that
of raw materials production and manufacturing.

You mentioned the grease wool and the clean wool, Mr. Wilson.
What is the relation, for the record, between a pound of grease wool
and a pound of clean wool?

Mr. WILSON. Well, Senator, that varies with different localities. I
would say the average would be probably-we used the figure as a rule
of thumb, it would shrink 40 percent, and we would have 60 percent.

In Senator Byrd's country it would yield probably 70 percent, a
shrinkage of 30 percent.

Senator MALONE. Over what period of years has the shrinkage in
the production taken place; that is the number of sheep-

Mr. WILSON. Since 1942. I believe that was the high point, Senator
Malone.

Senator MALONE. Since that time there has been a steady decrease?
Mr. WILSON. Yes.
Senator MALONE. Why? Why do you believe that to be true?
Mr. WILSON. Because every other line of agricultural endeavor

was more profitable.
Senator MALONE. In other words, there was no adequate duty or

tariff to make up that difference in the cost of production here and in
the competing countries?

Mr. WILSON. That is right.
Senator MALONE. At least none by law, so that you can depend on it.
Mr. WILSON. Well, we didn't-our tariff was not sufficient, as the

Tariff Commission found in their case, to take care of the difference
in cost between Australia, for example, and our country.

Senator MALONE. Therefore the sheep grazers, producers, growers,
just did not feel safe in their investment?

Mr. WILSON. That is right. They went into other lines which were
more profitable. We had 1 good year in the sheep business, about
Korea time, when everybody went crazy and paid twice as much for
the wool as it was worth, but not since.

Senator MALONE. There has been a great deal of testimony here
to the effect that any industry should be able to meet a gradual re-
duction in tariff, or, as has been indicated, go out of business.

I want to ask you, if a gradual reduction of 2 percent, or 5 percent,
or 10 percent, providing the tariff is correct in the first place, correctly
represents that differential of cost between this country and the chief
competing nation, that any reduction affects materially the industry
concerned?

Mr. WILSON. Of course, irrespective of the amount of percentage
of reduction.

Senator MALONE. If it is right in the first place, then the 1-percent
reduction means you have to meet it by a reduction in wages, writing
down the investment or going out of business?

Mr. WISON. That is right.
Senator MALONE. This peril point and escape clause, as I under-

stand your testimony, has been of very little use to the industry so far,
any industry .
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Mr. WILSON. Well, we did get a recommendation from the Tariff
Commission of an import fee of 10 cents, as I recall it. That was a
years ago, and that was refused. It has been of little use; yes.

Senator MALONE. I think I debated that on the Senate floor and
brought out at that time and have brought out several times before.
and since in debate on the Senate floor that the peril point and the
escape clause, I think in my language, is just to wet down the public
for another year or two so it will think it will be protected until it
comes under the gun.

How would you improve the peril point or escape clause so there
will be any assurance to an investor going into the buesiness unless
you have the mandatory clause you suggested? The President must
take the recommendation of the Tariff Commission or should it be
subject to approval by Congress?

Mr. WILSON. Of course, I have always liked to have these things,
subject to approval by Congress, Senator Malone. That is where
Senator George will well recall, as will Senator Barkley, when the
late Senator Pittman's amendment failed, when the first reciprocal'
trade agreement was up. That amendment was that it would have to
be approved by Congress.

Senator MALONE. Anyway unless you had one assurance or the.
other, either the assurance that the President would take it or it be
subject to approval by Congress?

Mr. WILSON. I know of no other way.
Senator MALONE. Of course as Senator Barkley has so well said,

it would defeat in my opinion the original plan of the 1934 Trade
Agreements Act if either of those amendments were adopted by Con-
gress. It is obvious that the original plan of the act was to rearrange
the industrial map of the country and allow additional imports in cer-
tain items with the assumption that it would be made up or more than
made up by the sale of goods in another industry.

So you would agree that it does change the theory of the act entirely '
Mr. WILSON. Yes, that, however, does not change my position'

Senator Malone.
Senator BARKLEY. Would you permit me to interrupt right there,

Senator Malone?
Senator MALONE. I would be glad to have you do that.
Senator BARKLEY. I wish to register my very dissent from the state-

ment that the original purpose of this Trade Agreements Act was to
rearrange the industrial map of the United States. There is no such
purpose.

The object of the work was to get away from some of the difficulties
of the Tariff Act of 1930, to get away from the old logrolling methods
of writing tariffs which kept business suspended for a year and a half
or more in midair and to bring about the greater cooperation among
the nations of the world in the promotion of international trade.

It is not true to say, as the Senator from Nevada, he did not inten-
tionally misstate the thing-but it is not right to say that the object of
the act in the beginning in 1934 was to rearrange the industrial map of
the United States.

There was nothing connected with the act or anybody who sup-
ported it that had anything like that in mind.

Senator MALONE. Mr. Chairman, I do not know what the men had
in mind who were Senators or Congressmen who voted for this act.
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I only know its effect. That has been its effect without any doubt
whatever.

And I do believe-leaving out the Senators and Congressmen that
voted for it in the beginning and are still voting for it, that it was
the idea of the original sponsors of the act and that was the State De-
partment and God knows how many others who were then and still
are ex officio members of the State Department.

Obviously that has been the result-
Senator BARKLEY. I don't wish to take up the time of this commit-

tee in debating that question with the Senator from Nevada.
It probably would be more appropriate to do it elsewhere.
Senator MALONE. We will probably have time to debate it on the

Senate floor and I am ready at any moment.
As a matter of fact it did displace a large amount of the wool pro-

duction in this country. Is that true, Mr. Wilson?
Mr. WILSON. A large amount of the wool production in this country

was displaced. I think that decidedly had an effect. I don't think
it alone was responsible.

Senator MALONE. It was one factor.
Mr. WILSON. It was one factor, yes.
Senator MALONE. It has displaced mineral production, it has dis-

placed crockery production, it has displaced glass production, it has
displaced machine-tool production and you can go on and on.

Whether anyone had in mind that it would have that effect, that
has been a large factor in the effect I described.

Mr. WILSON. That has been a factor.
Senator MALONE. Which amounts to the same thing, and especially

if we still insist on keeping up with the thing after it is obvious that
that is the effect of the bill.

Now, Mr. Wilson, I understand that what you are asking for would
be the approval by Congress of any decision by the President to dis-
regard the Tariff Commission figures on any industry in this regard,
with respect to the peril point or the escape clause; or that acceptance
of the Tariff Commission's findings by the President be made man-
datory.

Then you are really getting back to the same principle that you had
in the beginning, are you not?

The 1930 Tariff Act which was never effective because it was super-
seded by the 1934 Trade Agreements Act, had flexible provisions so
that if any tariff was higher or lower and did not correctly represent
that differential of cost of production, the Tariff Commission could at
any time either on its own motion or on the request of either House of
Congress or the President or any interested party take that particular
product up and reexamine it. If it found satisfactory evidence-this
is almost the exact language of section 334-that the tariff or the duty
did not represent correctly that differential, then it could recommend
that the tariff or duty be changed to conform to it. Isn't that a fact?

Mr. WILSON. Yes, sir.
Senator MALONE. And the Congress of the United States in the 1930

Tariff Act laid down that principle to guide its agent the Tariff Com-
mission and it is the only principle that I can consider.

In other words, they could not consider the overall economy in the
United States or the relationship between agriculture and industry
here, or the political situation or buying friends in any foreign coun-
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try, as they can under the 1934 act and as the President appears to
understand the 1934 act, under the 1930 act, the Commission was re-
quired to consider only the differential of cost between the productibfi
here of that particular article and the cost in the chief competing
country; isn't that a fact?

Mr. WILSON. That is as I understand it, yes, sir.
Senator MALONE. Now then you understand, Mr. Wilson-and I

know you do, because I have followed your activities for a long time--
that if we do not extend this act, any article upon which no trade
agreements have been made revert to the Tariff Commission on the
particular basis you outlined this morning.

Mr. WILSON. I would assume so.
Senator MALONE. Any article, whether it be wool or any grade of

woolen material on which there is a tariff, upon which there is a trade
agreement, remains in effect until such time as the President should
serve notice on the country with which such trade agreement has been
made for cancellation, and then after a certain period that reverts to
the Tariff Commission, does it not?

Mr. WILSON. I assume so.
Senator MALONE. Then isn't the first step to be taken to return to

sanity and protect the investors and the workingmen of this country
by simply letting the act expire?

Mr. WILSON. That would please the woolgrowers. I am a realist
and I don't think it will, so I am suggesting an alternative.

Senator MALONE. I may be an optimist. I think it will. I think
it will be a very short time even if we extend it this time.

Because I think the industries will be in such shape that they will
move in on this place they call Washington and take care of it.

Mr. WILSON. I sincerely hope you are correct.
Senator MALONE. In other words the first sane move would be to

let this act expire, whether it is going to be let to expire or not, would
it not?

Mr. WILSON. That has been our position all the time.
Senator MALONE. That is what you think about it.
Mr. WILSON. That has been our position.
Senator MALONE. You are the witness here and I have great respect

for your judgment in the matter of what makes an investor put money
in a business.

Do you think anybody would buy a band of sheep now if he under-
stood the situation thoroughly? When the subsidy runs out, then
you revert back to the same situation that there was before.

Mr. WILSON. No, they would not care to invest under those circum-
stances.

Senator MALONE. In other words I call it a subsidy. I was for the
reversion to the tariff.

Mr. WILSON. You took the same position on that that the wool-
growers did. We were desperate. We had to take what we could get.

Senator MALONE. I said that on the Senate floor-it is this or die.
We will take it and see if we can't get this thing reversed, so Congress
will let this thing die and go back to the principle that Congress has
already had established, the fair and reasonable competition, with
directives to the Tariff Commission, its agent, and they are equipped
to determine that differential and let them determine it.
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There are 5,000 products or more and wool is only one. There are
many different kinds of cloth. But we have listened to the parade
here and I know something about the industry myself-and you do-
and we know that it is not in good condition.

Now, does the tariff or a duty that makes up that differential of
costs of production and made on a flexible basis that gives the Ameri-
can workingmen and the American investor equal access to the mar-
kets, is it not true if it is done properly under the Tariff Commission,
tariff law of 1930, it would give him equal access to his own markets?

Mr. WILSON. That was his intent.
Senator MALONE. If you do that and it is properly adjusted flexibly

up or down, continuously which is the intention of the act, does it in
your opinion prevent imports when they are needed?

Mr. WILSON. No, certainly not.
Senator MALONE. That seems to be the fear of many people that if

we do not produce enough of an article in this country that a tariff or
duty is some kind of a scare crow that prevents an article from com-
ing into this country at all. Will you give us your idea of how that
works

Mr. WILSON. I don't think that is the way it will work. There was
plenty of stuff that came in when we had higher duties than we have
now. Not as much as now but it came in.

Senator MALONE. When it needs to come in, it comes in, but it doesn't
have a tendency to come in when you don't need it if it is on the basis
of fair and reasonable competition.

Mr. WILSON. That is right.
Senator MALONE. And you have had the law since 1930 where there

is no logrolling possible except if Congress, except a Congressman or
Senator could appear before the Tariff Commission like any other
witness, isn't that true?

Mr. WILSON. And do.
Senator MALONE. You are familiar with the operation of the Gen-

eral Agreement on Tariffs and trade at Geneva, are you not? No one
knows very much about it.

Mr. WILSON. Frankly I know something about it, but not too much.
I know enough that I am opposed.

Senator MALONE. You know they are there and you are bound by
what they do as long as this act exists.

Mr. WILSON. That is right.
Senator MALONE. They are waiting there now, waiting for the ex-

tension of this act-if it is any information to you, you probably
already had known it.

Mr. WILSON. I assumed that was true.
Senator MALONE. If we do not extend this act then all these trick

organizations fall on their face: the General Agreement on Tariffs
and Trade at Geneva; and this new trade organization, World Wide,
that is being created by a resolution of the Assembly of the United
Nations, presumably for the same general purpose to throw all the
markets of the world into the pot and divide them on this trick phase
"entitlements for consumption."

Have you heard of that expression? If you haven't they use it, and
the only way some of us can interpret it is on the basis of the popula-
tion of the countries. You are familiar with that?

Mr. WILSON. I am familiar with that.
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Senator MALONE. You are familiar with the International Trade
Organization that was presented to this Congress and Congress re-
fused to accept it 3 or 4 years ago when it was before us.

Mr. WILSON. I attended a number of hearings conducted by the
senior Senator from Colorado; during those hearings I got a liberal
education about them and I did not want this country to have any-
thing to do with the approval of that organization.

Senator MALONE. Are you familiar with the International Materi-
als Organization that the State Department set up almost immediately
after the Congress refused to accept ITO?

Mr. WILSON. I am not familiar with that.
Senator MALONE. I will furnish you with information on that trick

organization because it really was a lulu.
It was financed by the State Department against the wishes of the

Appropriations Committee. They say it is dead now, but it is only
dormant, it is not dead.

But you do understand if we don't extend this act, all of those trick
organizations that figure when they get us in the pot they will sit
down and divide our markets, will die a natural death.

Mr. WILSON. I would assume so; yes.
Senator MALONE. Wouldn't that be a good idea?
Mr. WILSON. From our standpoint, of course, I reiterate that we

have always been opposed to reciprocal trade agreements. We don't
think they are reciprocal.

Senator MALONE. Don't you think from the standpoint of American
people?

Mr. WILSON. It represents a feeling in our part of the country,
Senator Malone.

Senator MALONE. I think that is all anyone has asked for that came
before the committee, certainly I never heard anyone ask for a high
or low tariff or duty, as the Constitution calls it.

They ask for the duty to be arranged on the basis of fair and reason-
able competition.

Mr. WILSON. All right.
Senator MALONE. That is all you want?
Mr. WILSON. That is right.
Senator MALONE. Thank you, Mr. Chairman.
Senator CARLSON. Mr. Chairman.
Senator GEORGE. Yes, sir.
Senator CARLSON. You have expressed your thought that we might

improve the language in the peril point and escape clause that is sec-
tion 34 when it comes to the peril point and 67 when it comes to the
escape clause.

Do you have any language that you might suggest?
Mr. WILSON. Not being a lawyer and having interpreted language

passed by Congress before rather disastrously for myself on an oc-
casion or two, I would rather have someone who is a lawyer prepare
the language. I have seen language that I will be glad to submit to
the committee that is said will help. Frankly I am not certain because
I am not a lawyer.

Senator CARLSON. Mr. Wilson. I have been doing a little studying,
and I am not a lawyer, either, but I am concerned about the pro-
visions, and I think it is administration, and I thought possibly we
might get something to offer to the committee.

876



TRADE AGREEMENTS EXTENSION 877

I hope to have an amendment or two to offer before we close these
hearings, and I would like to know if you have.

Mr. WILSON. Some of the people I have been working with are
preparing an amendment, Senator, and I would be glad to submit
it on both the peril point and the escape clause.

Senator CARLSON. Thank you.
Senator MALONE. Mr. Chairman, unless Mir. Wilson's amendment

made it mandatory for the President to accept the Tariff Commis-
sion findings in the matter of escape clause and peril point or the
approval by Congress, it would still be left to the decision of one
man as to whether or not it was an overall benefit to the economy and
whether or not there was some international political situation that
needed curing by this lower tariff and he would have full authority
to go ahead with it regardless, would he not ?

Mr. WILSON. I would assume that may be right, Senator, but on
the other hand they may be able to get language in that that will help
the situation.

I am hopeful they can. I am a realist. I would take the same
position so far as the reciprocal trade agreements are concerned as
you do.

I would rather not have them, that is our group, our association
woull rather not have them. But having them and thinking we are
going to have them for some little time to come, I hope to get some
language as suggested by the Senator that will improve the situation.

Senator MALONE. Just be suggestive, if not more.
Mr. WILsON. It would be a yardstick in a way I suppose, it could be

drawn so it could be a yardstick, thereby more difficult at least to disre-
gard the reconiniendatiol.

Senator MALONE. But iny point is it. can be disregarded unless made
mandatory.

Mr. WILSON. I assume so.
Senator M \LONE. You are aware that a suit has been filed on the

constitutionality of this act against the Secretary of the Treasury by
thte Morgantown Glass Guild, in Morgantown, W. Va.?

Mr. WILSON. I have had a little knowledge of that, Senator. I am
not. too familiar with those things, because I have difficulty in recogniz-
ing you even at this distance. I had a cataract removed from illy eyes
some two months ago and I don't read very much any more.

I have heard about that but I don't know the details.
Senator MALONE. I am sorry about that.
Senator BARKLEY. I can recommend a good doctor if you want one.
Mr. WILSON. I met you in the hall the other day and I had to ask

someone who you were after you passed by.
Senator BARKLEY. That's unfortunate for me.
Senator MALONE. You are aware that article 1, section 8. of the Con-

stitution makes it the duty of the Congress to set the posts and excises
and duties and to regulate foreign trade and foreign commerce.

Mr. WILSON. I have always so understood.
Senator MALONE. Thank you.
Senator GEORGE. Thank you very much, Mr. Wilson.
Mr. Wn.soN. Thank you.
Senator GEORGE. Mr. Raymond Smethurst.
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All right, Mr. Smethurst, you may have a seat, you may proceed in
your own way.

You are here representing the optical and ophthalmic glass, lenses
and instruments industry.

STATEMENT OF RAYMOND S. SMETHURST, ATTORNEY ON BEHALF
OF MANUFACTURERS OF OPTICAL AND OPHTHALMIC GLASS,
LENSES, AND INSTRUMENTS

Mr. SMETHURST. Yes, sir.
Mr. Chairman and members of the committee, I am here represent-

ing a group of individual companies, manufacturers of ophthalmic
glass. optical lenses, and scientific optical instruments.

Most of these individual companies applied for time to appear in-
dividually, but in order to conserve the time of this committee have
agreed to present a consolidated statement.

I believe I can conserve even more time if I dispense with the reading
of the statement if I may have permission to submit the statement for
the record.

Senator GEORGE. You may have that permission.
Mr. SMETHURST. You will find attached to the statement a list of

exhibits. Exhibit A sets forth a list of the companies who have au-
thorized this appearance on their behalf.

These companies account for approximately 95 percent of the pro-
duction of optical glass in the ITnited States and they account for
approximately 85 percent of the scientific optical instruments pro-
duced in the United States.

Their production ranges from relatively simple laboratory appa-
ratus to the most complicated of military instruments.

I will have somewhat more to say about some of those instruments
at a later point.

Exhibit B attached to the statement sets forth the principles of a
proposed amendment to H. R. 1.

I will return to that-
Senator BARKLEY. May I ask you. I am compelled to go to the

floor. May I ask you to read that amendment now so I may hear it
before I leave?

Mr. SMETHuRsT. Proposed amendment to protect national defense
and public health. This is appendix B.

1. Whenever in any proceeding under section 7-

meaning the escape clause-
it appears that the national defense, security or public health of the United
States is or may be jeopardized by importations of any article or material into
the United States, the Tariff Commission shall report such finding to the
Defense Mobilization Board, or to such other agency as may be designated bY
the President.

2. The Defense Mobilization Board, or such other agency as may be designated
by the President, shall promptly investigate the nature and extent of such
actual or potential injury and shall submit its findings thereon, together with
such recommendations as may be deemed necessary, to the President within
90 days after the date of such referral by the Commission.

In determining whether or to what extent the security or public health of
the United States is or may be injured, the Defense Mobilization Board shW]l
investigate, among other causes of injury, the extent to which loss of the
domestic market for a product or service has resulted or will result in loss or
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threatened loss of unique work skills deemed Indispensable to the security of
the United States.

3. In any proceeding in which the Defense Mobilization Board shall find any
such injury or threatened injury to the national defense or public health, it
shall recommend to the President such remedies as it deems appropriate to
reduce or eliminate such threat, including imposition of additional duties, use
of import quotas, stockpiling, and other forms of Government procurement, in-
cluding preferential treatment of domestic producers.

4. Without regard to any other provision of the Trade Agreements Act, the
President should be authorized, within the limits of existing laws and appro-
priations, to take such action as he deems necessary to protect the security and
health of the United States.

Senator BARKLEY. Thank you very much, as you know, Mr. Chair-
man, we have a bill coming up on the Senate floor that came out of
this committee, and I feel I should have to go to the floor now.

Senator GEORGE. Will it be necessary for me to go along?
Senator CARLSON. Mr. Chairman, I will preside until some of the

other members may come back.
Before Mr. Smethurst leaves the suggestion that he has made in theproposed amendment to the peril-point clause, I notice you state that

'including preferential treatment of domestic producers" that has been
one of the complaints I have received that they have not been given
proper consideration in the evaluation of the damage or injury done
to a domestic industry. The producers themselves-I was pleased to
know you had included that because I had it in mind in my particular
amendment.

Mr. SMETHURST. Yes, sir, I think it would also include the use of
the Buy American Act which is now, in its application, being modified
to the point where it provides no real preference. A 6 percent margin
is the only thing.

Senator CARLSON. I appreciate your interest in it.
Mr. SMETHTI1ST. Exhibit C attached to the statement is a series of

quotations from a report prepared for the Joint Munitions Board. It
sets forth and reports a review of the problems and accomplishments
of the optical industry during World War II. The highlights of this
report show that optical instrument production for the military was
increased some twentyfold during World War II and reached a total
of $250 million in value per year.

It also shows the major problem of the optical industry to be the
shortage of skilled workers. You will find in that report, because of
the 2-year warning we had before Pearl Harbor, that the number of
these skilled workers increased from about 2,000 in 1938 to about
4,000 at the time of Pearl Harbor and by 2 years later, the number
had increased to 17,000.

But that report emphasizes over and over again that it was the
shortage of skilled optical workers, the long periods required to train

[such workers, which constituted the chief bottleneck of this industry
"Iduring World War II.

Exhibit D is a tabulation of imports of one of the more vital basic
instrumentss of this industry. It shows the imports of compound

microscopes between 1947 and 1954.
You will see in the right hand margin.
Senator LONG. May I interrupt one moment. For the benefit of

others who will testify here I will announce when this witness has
concludedd his statement and the examination of the witness that the
committee will stand in recess until 2 o'clock and I believe the next
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witness at that time will be Mr. Richard Tucker, vice president of
Pittsburgh Plate Glass Co.

I say that so the witnesses can make their plans to have lunch if
they want to and be back at 2 o'clock.

Go ahead.
Mr. SMETIITJRST. If yOU will note the right hand margin on this

tabulation. In units, imports rose from 291 in 1947 to 7,273 through
October of 1954, and in percentages that moved from 1 percent in
1947-

Senator LONG. What are you referring to now?
Mr. SMETHURST. Exhibit D-to 44 percent of the domestic market

in 1953.
On page 6 of the statement which you have, the same data appears

with reference to binoculars, showing that 87 percent of the domestic
market has now been absorbed by imports.

Also in the statement on pages 6 and 7, there is a report from one
of the domestic producers indicating a more serious situation for the
future.

It tells of the production in East Germany of a very important in-
dustrial measuring device, which that producer was able to make at
a price substantially below what a West Germany instrument maker
could produce.

The result of the ensuing competition between those two now threat-
ens to flood the American market with this particular instrument and
take away the most important market of this one company, one mem-
ber of this industry.

Appendix E is a rather interesting attempt to illustrate the differ-
ence in price competition between imported microscopes and domestic.

You will note that this represents a series of bids submitted to agen-
cies of the Federal Government from 1950 through 1952.

In one column, the fourth column, you will note the bid of the
domestic producers, the next column the importers bid.

The significance of that I think may be illustrated even better if
you look at the table below, where we have set forth the average de-
clared prices of these imports, made to customs officials.

And you will note the difference between the average declared price
and the bid price of the importers on Government contracts.

Needless to say these awards did not go to the domestic producers
And in one case I think the difference in price between the declared

customs price and the bid price was more than 200 percent.
Senator MALONE. What exhibit is that?
Mr. SMETHURST. This is exhibit E.
In general foreign microscopes have seriously curtailed the volume

of domestic production. A large share of the instruments purchased
by entering medical students are of foreign origin.

Prices range from 20 to 25 percent under domestic prices for Ger
man microscopes, 25 to 30 percent lower for Italian instruments are
40 to 50 percent for Japanese products.

Foreign instruments are also being purchased in quantity by schools
and colleges because of their substantially lower prices.

This is particularly true in the Pacific Coast States where imports
of Japanese microscopes are most active.
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Practically all recent purchases of microscopes for local hospitals
)y the New York City Department of Purchase have been Italian
nstruments.

A bid which opened February 16,. 1955, resulted in awards for Gali-
eo microscopes at the following prices.

That appears on page 2 of exhibit E. You will note the Galileo
)rice ranged from $215 to $408, while the domestic, from $313 to $498.

The next exhibit F compares the average hourly earnings in the
najor competing countries with those in this, and you will note that
[apan, being the lowest, represents 13 percent, at an average rate of
,6 cents per hour, 13 percent of the American rates-Italy 17 percent,
ANest Germany 19 percent, and United Kingdom 26 percent.

Senator MALONE. What does the 26 percent represent in dollars or
nts?
Mr. SME'rHUlST. I believe these rates published by the Bureau of

Labor Statistics converted those so that they would be comparable.
Senator LONG. Senator, in appendix F you will notice that in the

irst column.
Senator MALONE. I do notice it.
I notice it now.
Senator LONG. In the first column there is the wage in this country

md the second column relates that wage to the first column.
Senator MALONE. I am sorry; I overlooked it.
Mr. SMETHURST. In the optical industry in the United States, labor

costss represent between 60 and 75 percent of the industry cost depend-
ng upon the particular instrument involved.

V]xhibit G: That exhibit sets forth some of the more important
skilled jobs in the optical industry requiring more than 2 years of
actual training time.

Based on th' studies which this industry has made, they reached
certain conclusions, certain propositions on which the amendment
which I have read was based.

First, we know there are a few highly skilled industrial jobs in this
"ountry without which the United States could not successfully fight
t war.

Second, these skills take a very minimum of 1 year to learn. They
3xist only in the particular industry where they are used and unless
uhey are constantly used the skills are quickly lost.

Third, to the extent that a vital defense industry loses its market for
products requiring those skills the Nation's preparedness for emer-
;ency is likewise impaired.

Fourth, the availability of these skills in case of another M-day is
)eing jeopardized by a growing absorption by imports of our domestic
narket for products requiring employment of these essential skills.

Fifth, there is now no place in (4overnient where an official decision
an be made (a) that such skills are indispensable: (b) that their
Lvailability is in danger; or (c) what should be done to preserve them.

This industry was encouraged recently by testimony of the Secre-
.ary of Commerce before this committee, and earlier before the House
Vays and Means Committee, that special legislation was being con-
'idered within the administration to meet this problem. Within a few
lays after his testimony before this committee was reported to the
)ress however, another story appeared with the headline "Move to
et t p Defense Skill Post Rebuffed," stating that the plan had been
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voted down by a subordinate interdepartmental committee assigned
by the Defense Mobilization Board to review the proposal.

According to this news report, the New York Journal of Commerce,
March 4, 1955:

The task group did agree that there is some danger to the defense program
in the potention loss of some special skills, and that it would be helpful if some
one part of the Government were charged with checking into the problem and
making recommendations.

The report continued:
The task group specifically opposed the Commerce Department's proposals on

import quotas and tariffs. It pointed out that any request for such broad, uni-
lateral authority would be extremely harmful to international trade relations.
Foreign nations constantly are complaining about the alleged lack of United
States stability in foreign trade matters. To add another uncertainty-Presi-
dential action to preserve skills-would have unfavorable repercussions, it was
pointed out.

Furthermore, the proposal is contrary to the administration's contention that
trade barriers should gradually be reduced.

The task group did not suggest any alternative programs.

Gentlemen, the plan we propose here recognizes that the problem
of this industry may become so serious as to constitute a real threat
to national security, and that the Congress now should place respon-
sibility on some one agency so that when action is needed it can be
initiated before it is too late.

We agree with the Randall Commission when it said:
Our first obligation to the world, as well as to ourselves, is to keep the United

States strong.

Thank you.
Senator LONG. Does that conclude your statement?
Mr. SMETHURST. Yes.
(The prepared statement of Raymond S. Smethurst follows:)

STATEMENT OF RAYMOND S. SMETHURST, ATTORNEY ON BEHALF OF MANUFACTUREES
OF OPTICAL AND OPTHALMIC GLASS, LENSES AND INSTRUMENTS

My appearance is in behalf of individual companies producing optical glasz
lenses, and scientific optical instruments. Several of these companies requested
an opportunity to appear individually before this committee. To conserve your
time, however, they have agreed to have their problem presented through a single
spokesman. There is attached a list of those companies and trade associations
which have authorized this consolidated statement. (See appendix A.)

This group of companies represents all segments of the scientific optical indus-
try. Their combined production would account for approximately 95 percent of
domestic optical-glass production and approximately 85 percent of the scientific
optical instruments produced in the United States. Its market is predominantly
domestic; its exports have dropped from $1.8 million in 1948 to less than $300,000
in 1954. In any figures presented, we do not include photographic equipment
nor do I speak for members of that industry.

DOMESTIC OPTICAL INDUSTRY

The domestic scientific optical manufacturing industry is made up of several
distinct branches, all of which are almost completely interwoven and inter-
dependent.

Stated simply, this industry makes glass, it molds, grinds, and polishes glass
into lenses, and it mounts and assembles lenses into many types of precision
scientific optical instruments.

Glass manufactured by this industry may be ophthalmic glass, for glasses Or
spectacles, or optical glass, for complicated scientific instruments. The Im-
portant fact here is that in peace time there is no high-volume market for opte5
glass. Even though indispensable in time of emergency, the fact is that todaY



TRADE AGREEMENTS EXTENSION 883

adequate facilities and know-how for producing optical glass are economically
feasible in this country only (1) because the burden of their cost can be partially
absorbed by higher volume production of ophthalmic glass, and (2) because
there is a demand, even though relatively small in volume, for optical glass by
domestic makers of scientific optical instruments.

These facts are vitally important in weighing the effect on vital optical glass
production of any serious reduction in production of scientific instruments or
ophthalmics.

Optical instruments embrace a wide range of devices essential in modern lab-
oratory research, industrial production and military operations. Many are
highly specialized and complicated. Limited demand, small quantity orders,
endless variations to meet customer needs, and, above all, the requirements of
infinite accuracy, all combine to make the optical instrument business relatively
small and largely dependent on a trained corps of highly skilled and experienced
personnel.

POSITION OF DOMESTIC INDUSTRY

The scientific optical industry urges this committee to incorporate in any legis-
lation extending the Trade Agreements Act an amendment which will enable
this country to keep alive vital industrial skills which are indispensable in timeof war. A draft incorporating the essential principles of such an amendment
is attached hereto as appendix B.

It is intended:
(1) To provide a place in the executive branch to which a vital defense indus-try may go when imports so curtail its commercial market as to jeopardize the

nucleus of skills needed in time of emergency;
(2) To place specific responsibility on some one agency of the Government toinvestigate such conditions and, if it finds that the danger exists, to recommend

necessary remedies; and
(3) To give the President authority, within powers now granted and sub-

ject to congressional approval of any appropriations required, to take actionnecessary to assure an adequate supply of such vital skills for any future
emergency.

In submitting this proposal, let me make a few facts (lear.
First, there are a certain few domestic industries which can meet theirM-Day and wartime obligations only by expansion of their own available nucleus

of skilled workers.
Second, these skills will not be available unless those industries are able tooperate profitably during peace time at a level sufficient to train workers and

keel) them employed.
Third, many of these industries, including the scientific optical industry, have

been steadily losing their commercial market to competing imports produced at
labor rates ranging from 13 percent to 19 percent of American standards.

Fourth, there is no agency of Government now charged with responsibility to
evaluate this problem and, if national defense is found to be in jeopardy, re-
,ponsible for initiating the necessary remedial action.

To illustrate the need for legislation to remedy this situation, I shall use the
lonmestic optical industry as a case in point.

AN INDISPENSABLE DEFENSE INDUSTRY

The domestic optical industry is indispensable in time of war. That has been
lemonstrated in two world wars and during the Korean conflict. I do not planto take the time of this committee to prove this conclusion. It has never beendisputed. For ready reference, however, I am attaching pertinent excerptsVrom a report on the requirements, accomplishments, and problems of this in-
lustry in World War II (exhibit C).

In addition, I may add that current M-day planning for this industry con-
emplates production of its essential components and end products far in excess
)f its peak production in the Second World War. This is clearly reflected in
he production facilities expansion goals established for this industry by the
)ffice of Defense Mobilization. Expansion goal 136 granted rapid tax amortiza-
ion to increase optical glass capacity to 6 million pounds per year-more than
double World War II records. Expansion goal 155 sought to increase capacity
or producing precision optics by $7 million, of which $1,433,000 remains unfilled.
foal 176 was revised upward in 1953 to add $100 million in new facilities toproduce scientific instruments, over $41 million of which remains unfilled. Goal
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198 for medical supplies and equipment was revised upward in 1954 to add $20
million in new facilities, and $7,058,000 of this remains unfilled. Thus, despite
the Government-encouraged expansion already accomplished, the best estimates
of Government defense planning agencies still show about $50 million worth of
additional facilities to be needed to fulfill mobilization demands.

Having these new facilities, moreover, will not assure their utilization.
Military optical instruments and systems have been produced for defense

because the skills necessary for this task have been available on similar or
identical job occupations made possible through producing precision scientific
optical instruments for business, health and welfare, science, industrial research
and production, education, and atomic energy. Instruments produced and sold
for these uses represent the industry's normal commercial outlet.

The colorimeters, refractometers, and laboratory microscopes upon which the
development of high-octane gasoline, synthetic rubber, and blood plasma were
dependent in World War II have been further refined and are controlling the
processes of food concentrates, gamma globulin and blood derivatives, vitamin
synthesis, and today's new miracle drugs.

New advances in industrial quality control, methods engineering and process
control have evolved around the use of optical contour projectors, toolmaker's
microscopes, paraplane gages, interferometers, stereomicroscopes, and similar
optical measuring devices. The metallurgical requirements of high-temperature,
high-strength alloys for jet engines, rockets, atomic weapons, tanks, and missiles
would not be possible without the metallographs, polarizing and research micro-
scopes, grating spectographs, monochromators, and other optical equipment
produced by this industry for commercial use.

All major nations of the world have developed an optical industry as essential
to its defense and military preparedness. That was the origin of our domestic
industry. To survive and grow in peacetime, however, it must rely primarily
on the domestic market it is able to develop.

Since World War II, and in spite of existing tariff duties, there has been a
tremendous increase in imports of optical instruments into the United States.
Newspaper and periodical ads for imported binoculars, microscopes, and tele-
scopes have become commonplace, and offerings are at prices completely incom-
patible with American wage scales, and beyond possible price competition from
high quality domestic instrument makers.

In 1947, for example, imported laboratory microscopes accounted for slightly
more than 1 percent of total sales in the United States. In 1953, imports
accounted for more than 43 percent.

In 1953, 133,044 pairs of imported binoculars were sold in this country, as
contrasted with 2,126 in 1947-60 times as many, representing 87 percent of the
market. The only remaining domestic producer reports that its 1953 domestic
sales were about 40 percent of what they were in 1947, and its dollar share of
the market has dropped from 75 percent to less than 20 percent.

Recent changes in policy under the Buy American Act threaten further cur-
tailment of the domestic market, and there is growing evidence that foreign
competitors are seeking to duplicate with other instruments their success in
taking over a substantial portion of this market for microscopes and binoculars.

Let me cite an example indicative of the intensive competition ahead. One
company in the industry reports that a firm in East Germany has built a preci-
sion measuring instrument with 50 percent greater capacity, to sell far below any
conceivable American price. A competitor in West Germany, to meet this com-
petition, has brought out a similar instrument. To do so, he had to produce in
large volume to cut unit cost. Now, the overflow from this competition between
East and West German producers is being sent into this country at prices arbi-
trarily set far below any possible American price. This is not normally a large
volume instrument, but it is one of the major products made by this American
company. Its instrument may be forced off the market.

To illustrate the degree of price competition from imports, I am attaching as
appendix E, a tabulation of certain competitive bids on microscopes purchased
by the United States Government and others between 1950 and February 16, 1955.
While I have no positive data showing the range within which importers may
reduce prices below domestic costs, you will note that customs figures indicate
a spread in excess of 200 percent between declared import prices and prices sub
mitted on Government invitation.

With technology as fully developed, and wage rates ranging between 13 pe
cent and 19 percent of American rates, there is no possibility of price compel
tion. (See appendix F.) And, if foreign producers can foresee Government
policies here favorable to the further expansion of these imports in the futufl,
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.hey can readily provide the type of customer service for their products which
heretofore has provided the major advantage enjoyed by domestic instrument
nakers.

The serious extent to which the domestic market for binoculars and micro-
icopes has been taken over by imports--the present lack of protection under
xisting tariff rates, with the possibility of further reductions on a multilateral-
iation basis in sight-the high-profit incentive to importers and the high degree
)f technology and employee skills enjoyed in lower wage countries-all combine
.o create deep concern throughout the domestic industry.

Profit margins on many items are already low or nonexistent, and expendi-
,ures for vital research, design and development are being curtailed. Loss of
he domestic market for the bread-and-butter instruments, which represent a large
)art of the high volume of imports, can bring about drastic changes in the oper-
itions of the domestic industry.

This industry is not now in financial difficulty. If necessary for its survival
t can build plants in lower wage countries, or, as others have done, enter into
ubcontracting arrangements with foreign suppliers, and compete favorably with

otherr foreign-made instruments.
Such programs, however, can mean only resultant loss in the United States of

inow-how, skilled manpower and highly specialized facilities for the production
)f optical glass and instruments. Neither American-owned overseas optical
plants , nor foreign suppliers under subcontract, would be of any greater value
n times of emergency than would a completely foreign controlled supply. And
)f these contingencies, the potential loss of skilled optical workers is most
alarming.

UNIQUE OPTICAL SKILLS

The employee skills required in the production of scientific optical instrn-
nents exist only in the optical industry. Hence, the only immediate source for
)ptical skills in war time for production and for training others would be in
hat industry. And, those skills will be available in time of national need only if
hey are kept alive and employed in peacetime.

This industry is essentially a job-shop type of operation. Mass production of
he assembly-line technique is impossible in an industry producing thousands of
eparate items and in quantities measured by tens or hundreds-not thousands-
of individual items per month. In order to operate commercially, these com-
)anies must train employees in the whole art of optical instrument production.

Employees recruited for skilled jobs in this field must have better than normal
'ision, and fall within the top 15 percent in intelligence. They must, in addi-
ion, fall within the top 50 percent in employment tests covering skills and apti-
udes. Even with these testing devices, it requires from 2 to 5 years on the job
o produce skilled optical workers capable of producing and assembling com-
dicated optical elements and instruments. A tabulation of optical jobs requir-
ng in excess of 2 years' job training is attached hereto as appendix G.

It is this trained corps of skilled optical workers which made World War II
production possible. Because we had a 2-year warning before Pearl Harbor,
he number of such employees was increased from 2,000 in 19:38 to over 4,000
n 1941 : and this in turn provided the base for an ultimate expansion by 1943
o a total in excess of 17,000.

Even so, however, the shortage of skilled optical workers was the principal
ottleneck in World War II production of military optics. Thus, as late as 1945,
he War Production Board reported:

"The manufacture of laboratory equipment requires highly skilled labor as
rell as time in which to achieve the delicate precision necessary in such instru-
ents. A shortage of such labor is contributing to the present difficulty in ob-

lining a sufficient amount of the various items to meet war-created demands.
reduction has been expanded to the maximum limit of skilled workers avail-
ble." (WPB Bulletin No. 8813, August 1945.)
And in a report on the optical industry's wartime problems, prepared for the

munitions Board, it was stated:
"Of the factors which retarded the desired rate of production during the first

,ar of World War II the most serious one was the shortage of trained operators.
rewar optical workers were withdrawn by Selective Service or they entered
ie Navy; other workers were trained in large numbers by the in-service teach-
ig method to perform certain operations and quickly became proficient in these;
iey were skilled in the restricted field, but were not skilled optical workers in
Le usual sense."
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Today the number of skilled optical workers is approximately the same as
in 1939.

Today the average age of optical workers in critical skills is between 44 and
45 years of age. The average length of service is estimated between 14 and 1f
years. These are essentially the employees trained in World War II, and the
age concentration and trend gives the industry deep concern. It is caused by
two factors. First, recent cutbacks in some companies have forced the layf
of younger people with less seniority, and, second, the uncertain future in the
industry has not made it attractive in recruitment of new personnel. In recent
months, companies in this industry report no success in securing new demand
Production has been expanded to the maximum limit of skilled workers avail.
able." (WPB Bulletin No. 8813, August 1945)

And in a report on the optical industry's wartime problems, prepared for the
Munitions Board, it was stated:

"Of the factors which retarded the desired rate of production during the first
year of World War II the most serious one was the shortage of trained op-
erators. Prewar optical workers were withdrawn by Selective Service or they
entered the Navy; other workers were trained in large numbers by the in-service
teaching method to perform certain operations and quickly became proficient in
these; they were skilled in the restricted field, but were not skilled optical work-
ers in the usual sense."

Today the number of skilled optical workers is approximately the same as in
1939.

Today the average age of optical workers in critical skills is between 44 and
45 years of age. The average length of service is estimated between 14 and 16
years. These are essentially the employees trained in World War II, and the
age concentration and trend gives the industry deep concern. It is caused by
two factors. First, recent cutbacks in some companies have forced the layoff
of younger people with less seniority, and, second, the uncertain future in the
industry has not made it attractive in recruitment of new personnel. In recent
months, companies in this industry report no success in securing new engineer-
ing talent, and apprenticeship training programs have been reduced.

One company in the industry has graphically described the current situation
as follows:

"Our observation is that the average age figure is climbing steadily. This,
of course, is due to the difficulty of bringing in younger people for training. The
available supply of labor, and employees that are laid off for lack of work ap-
parently are entering industries that require little or no training since they are
generally performing repetitious and assembly-line type operations. The skilled,
all-around craftsman necessary for precision instrument and optical work is
becoming practically extinct. Recruitment of such skilled craftsmen is there-
fore very difficult. In fact the supply in the Chicago area is virtually non-
existent. This statement can be confirmed by the United States Employment
Service."

While the optical industry has made outstanding progress in development of
new machines and techniques, the limited volume of production on so many in-
dividual job runs, and the extreme tolerances required in producing precision
optical elements, place a limit on its ability to find any practicable machine
substitute for the highly trained and skilled worker in the foreseeable future.
The industry therefore must evaluate its potential for war production on the
assumption that success or failure will again be decided by the supply of skilled
employees employed on M-day should that ever come again. And if the current
trend of imports should continue, as seems likely, and should the market for
the domestic industry be further curtailed, this country could be faced with
a problem far more serious than in 1941.

There is widespread misunderstanding of this problem of skills, due apparently
to indifference or to superficial knowledge of actual World War II experience
in the optical industry. Two Government pamphlets are the usual source for
much of the mistaken belief that skilled optical workers were then, and can be
again, trained in a matter of weeks.

The first of these was an OPM report entitled "Training Within Industry-
Precision Lens Grinding, March 15, 1941." This report describes the breakdown
of the separate job assignments of (1) poro prisms, (2) eye lenses, (3) reticles,
and (4) compass covers. Although the work done at Frankford Arsenal and
other places was excellent in these job breakdowns, these jobs are no more than
comparatively run-of-the-mill optical jobs. Nowhere have we found any evideae
of the breakdown of the highly skilled optical jobs that are absolutely
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necessary for the making of precision optical instruments, and those are the
jobs we are discussing.

Another publication entitled, "Civilian Personnel Pamphlet No. 117, Job En-
gineering: Modification of Jobs For Better Utilization of Manpower, February
1951" tells how the breakdown of jobs can be done and covers much the same
field as the 1941 pamphlet in a different form. This report states, however,
that there is no specific formula for engineering jobs "strictly scientifically"
because of "uncontrolled variables" such as "diversity of factors for considera-
tion, differences in character and extent of skill, knowledge and experience that
2an be applied to the operations or process."

A truly remarkable job was done in World War II in developing semi-skilled
)ptical workers for the more routine operations. Breaking down jobs into more
duiple, single operations, through on-the-job training methods, was successfully
employed throughout this industry from 1940 to the end of the War. But, it
was made possible by the existence of a nucleus of highly skilled workers whose
services were diverted to training and to concentration on the more complex
precision work. And this type of specialized, intensive use of skilled workers
is far too costly for use in this industry in peacetime when the high volume of
war production is lacking. The industry can function in peacetime only with
'op, all around skills capable of handling a tremendous variety of work assign-
mnets typical of its job shop, custom made, type of production.

This industry is not alone in its concern over the potential loss of essential
)ptical skills. An article in the March 1955 issue of Fortune magazine, review-
ng a report of the National Manpower Council states:

"Manpower experts predict that a full mobilization would find the United
'tates desperately short of crucial skills.

"In the past a large number of skilled workers came from Europe; but this
reservoir is now depleted. Among those who developed their skills in this
country, three out of every five did so 'on the job.' In crucial instances, e. g.,
luring World War II, shortages of skills were met by 'breaking down' jobs, al-
hough this added greatly to costs.
"Bitt shortages of certain skills cannot be met merely by breaking down jobs.

In almost all fields there are cores of key workers * * * whose skills are basic.
Pheir johs often require l)irenti(.estips of 4 to 5 years. And when such workers
'annot be found, an entire operation may have to shut down."

There is no substitute for the highly skilled precision optical worker. They
vere the backbone of our twentyfold World War II expansion, and would have to
ill that role in event of another emergency. They will not be available unless
he domestic industry is able to provide employment for these essential skills.

NO REMEDY FOR THIS PROBLEM TODAY

This problem has been presented on numerous occasions over the past few years
o most of the interested agencies in the executive branch. The existence of the
,roblem, and its potential seriousness, have not been disputed. No single agency,
however, appears to have the responsibility for action, and the concern of pro-
urement officers has not penetrated to policy levels.
The problem has been presented in peril point investigations by thi Tariff

!ommission, and in hearings preliminary to trade agreement negotiations. It has
een discussed with Defense Department officials and with agencies charged
,ith mobilization planning. It has not been presented in an escape-clause pro-
Deding, because such proceedings offer no possibility of effective relief.
This industry was encouraged recently by testimony of the Secretary of Com-

ierce before this committee, and earlier before the House Ways and Means
committee, that special legislation was being considered within the administra-
on to meet this problem. -Wilhin a few days after his testimony before this
)mmittee was reported in' the press, however, another story appeared with the
eadline "Move to Set Up Defense Skill Pool Rebuffed," stating that the plan had
'en voted down by a subordinate interdepartmental committee assigned by the
efense Mobilization Board to review the proposal.
According to this news report (New York Journal of Commerce, Mar. 4, 1955)
"The task group did agree that there is some danger to the defense program
the potential loss of some special skills, and that it would be helpful if some

ie part of the Government were charged with checking into the problem and
eking recommendations."
The report continued:
"The task group specifically opposed the Commerce Department's proposals on
port quotas and tariffs. It pointed out that any request for such broad.
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unilateral authority would be extremely harmful to international trade relations
Foreign nations constantly are complaining about the alleged lack of United
States stability in foreign-trade matters. To add another uncertainty-Presi.
dential action to preserve skills would have unfavorable repercussions, it was
pointed out.

"Furthermore, the proposal is contrary to the administration's contention that
trade barriers should gradually be reduced.

"The task group did not suggest any alternative programs."
Gentlemen, the plan we propose here recognizes that the problem of this

industry may become so serious as to constitute a real threat to national secu.
rity, and that the Congress now should place responsibility on some one agency
so that when action is needed it can be initiated before it is too late.

We agree with the Randall Commission when it said:
"Our first obligation to the world, as well as to ourselves, is to keep the

United States strong."
APPENDIX A

Associations:
Scientific Apparatus Makers Association (optical section), Chicago, Ill.
Optical Manufacturers Association (lens section), New York, N. Y.

Optical glass, lens and instrument companies:
American Optical Co., Southbridge, Mass.
Bausch & Lomb Optical Co., Rochester, N. Y.
Continental Optical Co., Indianapolis, Ind.
Corning Glass Works, Inc., Corning, N. Y.
Farrand Optical Co., Inc., New York, N. Y.
The Gaertner Scientific Co., Chicago, Ill.
W. & L. E. Gurley, Troy, N. Y.
Pittsburgh Plate Glass Co., Pittsburgh, Pa.
Polan Industries, Inc., Huntington, IV. Va.
Shuron Optical Co., Inc., Rochester, N. Y.
Titmus Optical Co., Inc., Petersburg, Va.
Univis Lens Co., Dayton, Ohio

APPENDIX B

AMENDMENT To PROTECT NATIONAL DEFENSE AND PUBLIC HEALTH

1. Whenever in any proceeding under section 7 (meaning the escape clause)
it appears that the national defense, security or public health of the United
States is or may be jeopardized by importations of any article or material into
the United States, the Tariff Commission shall report such finding to the Defense.
Mobilization Board, or to such other agency as may be designated by the Presi-
dent.

2. The Defense Mobilization Board, or such other agency as may be designated
by the President, shall promptly investigate the nature and extent of such actual
or potential injury and shall submit its findings thereon, together with such
recommendations as may be deemed necessary, to the President within 90 days
after the date of such referral by the Commission. In determining whether
or to what extent the security or public health of the United States is or may
be injured, the Defense Mobilization Board shall investigate, among other caused
of injury, the extent to which loss of the domestic market for a product of
service has resulted or will result in loss or threatened loss of unique work
skills deemed indispensable to the security of the United States.

3. In any proceeding in which the Defense Mobilization Board shall find
any such injury or threatened injury to the national defense or public health
it shall recommend to the President such remedies as it deems appropriate to
reduce or eliminate such threat, including imposition of additional duties, use
of import quotas, stockpiling, and other forms of government procuremf
including preferential treatment of domestic producers.

4. Without regard to any other provision of the Trade Agreements Act, the
President should be authorized, within the limits of existing laws and apprO
priations, to take such action as he deems necessary to protect the security ad
health of the United States.

APPENDIX C

DOMESTIC OPTICAL INDUSTRY IN WORLD WAR II

"In the manufacturing field the optical industry is a small but important
element. It produces the optical instruments used by combat units for obserVA
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ion and fire-control purposes, for photography and mapping, and for laboratory

nd medical tests. A modern Army or Navy unit without optical instrument

quipment would be handicapped and nearly helpless under enemy attack.

"In peacetime the optical industry of this country produces optical items to

he value of only 5 percent of that needed by the Army and Navy in wartime.

)n our entrance into World War II, new facilities for making optical glass and

or pressing and molding blanks of optical elements were erected and put into

operation. Many inexperienced firms were encouraged by the Army and Navy

o undertake the grinding and polishing of lenses and prisms for specific optical

instruments. Factory equipment for these purposes had to be obtained and

Lsembled and optical workers had to be trained in the various operations. All

)f this took time. In spite of the difficulties the optical industry entered upon

he task wholeheartedly and, by the end of 1942, had the situation well in hand.

3oth industry and Army and Navy procurement groups merit praise for doing
his task well and in record time."

1 8trumcnts
"During the second half of 1943, the average shipments for 2 months was

early equal to the total shipments during the 19 months of World War I.
rhe total shipments during the last (; months of World War I (peak production)
were 386,556 pounds, an amount approximately one-fifth of that shipped (luring
he first or second half of 1943. In other words the peak demand for optical
Lass during World War II was about live times that of World War I."

,kills
"A search was made late in 19)40 for qualified lens grinders but it met with

ittle success. It was then realized that the understudy method of training
,would accomplish the desired results more quickly and effectively than any other
ipproah.

"The effectiveness of this method was made evident by the experience of the
opticall shop of Frankford Arsenal. Early in 1942 certain high-school graduates
,ere trained to correct roof prisms and were doing satisfactory work within

several months after entering the service. During that period they were taught
)nly the operations for that special task and they concentrated on it. They were,
3y no means, lens grinders and ipolishers; but they had become competent in the
process of hand correction of the roof-prism angle and of flatness of the roof
nirfaces.

"In the latter part of 1942 and throughout 1943, the loss of optical workers
hrough Selective Service System withdrawals was serious. Two meetings were
reld, the first on October 20, 1942, and the second on July 9, 1943, with the Selec-
:ie Service System and the War Manpower Commission by representatives from
:he optical industry and the Army and Navy services. At the first meeting the
nature of the optical industry and of its significance to the armed services was
discussed : also the policy of Selective Service and of War Manpower Commission
,oward the optical industry. The importance of optical fire-control and observa-
ion instruments in modern warfare was emphasized; likewise the need by
mdustry for retention of highly skilled optical workers with eyesight better than
average. It was realized by industry that in a large optical factory approxi-
nately one-half of the labor is unskilled and can be replaced without difficulty;
ilso that, in the semiskilled branches, men and women can be trained in the
,ourse of a few months to replace men who may be drafted. This situation was
xpected and accepted by the optical industry."

)ptical industry

"The optical industry is highly technical in character, but it is not large as
neasured by the number of its optical workers. The dollar value of its products
s relatively great and in World War II was well in excess of $500 million. It is

highly critical industry to the Army and Navy because optical instruments for
observation , for the control of gunfire, and for the photography of enemy installa-
ions and terrain are indispensable for success. Optical instruments function
a part as the eyes of the Army and Navy, who rely on them for aid in nearly
11 actions against the enemy. Without adequate optical equipment, a field Army
r a fleet of the Navy would be almost helpless in the presence of the enemy."

Optical workers shortage

"Of the factors which retarded the desired rate of production during the first
ear of World War II the most serious one was the shortage of trained operators.
'rewar optical workers were withdrawn by selective service or they entered the
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Navy; other workers were trained in large numbers by the in-service teaching
method to perform certain operations and quickly became proficient in these;
they were skilled in the restricted field, but were not skilled optical workers in
the usual sense.

"The number of optical workers on January 1, 1942, was estimated to be 4,000;
this number does not refer to the number of optical workers during peacetime
in this country. Census reports indicate that the peacetime number was some-
what less than 2,000 during the 1930's. The number began to rise in 1938 and
1939 especially after war had been declared by England on Germany. The
records show that during that period our War and Navy Departments placed
orders for military optical instruments as did also the English. By the time
this country entered the conflict the number of optical workers had increased to
4,000 and rose to more than 17,000 in July and August 1943. Thereafter it fell
to below 12,000 in 1944 and 1945."

Production
"Although the optical industry was relatively small, the dollar value of its

output during World War II was of the order of $250 million per year. It was
not unionized; at peak production in 1943 the number of processing optical work-
ers reached 17,000; the industry was not concentrated in a single area; optical
factories were fairly well scattered from coast to coast. The ratio of peacetime
demand for optical instruments to that during the war period was so small that,
after cessation of hostilities, many optical firms had of necessity to withdraw
from precision optical work and to shift to other fields.

"In peacetime the needs of the Armed Forces in the event of war must be kept
in mind and arrangements made to meet the sudden demand for optical material
in case of attack by a relentless, swiftly operating foe desirous of making the
most of the element of surprise. We must not again be caught so unready as we
were in the last two wars in which the impact of the blow was fortunately
cushioned by a 2-year period of grace between the start of the war in Europe
and our entrance into it."

(Source: "Development of the Optical Industry in the United States During
World War II," by Frederick E. Wright, Technical Adviser, Joint Optics Com-
mittee, War Production Board and Army and Navy Munitions Board.)

APPENDIX D.-Imports of compound microscopes of value of $25 or over, 1947-53,
by units'

Year West Ger- United King-

many dom Italy Japan Total '

1947 ............................ 270 9 1 0 291
1948 ----------------------------- 785 28 1 1 827
1949 ............................ 1,617 42 4 949 2,651
1950 --------------------------- 3,291 208 287 1.806 5,992
1951 ----------------------------- 5,237 522 999 1, 663 8,416
1952 ---------------------------- 4, 363 43 1 305 1.320 7,136
1953 ----------------------------- 4,670 50 841 1,310 7,070
1954 (through O ct. 31) ........... ............................. .............. ..............- 7,271

I Source: Scientific Apparatus Mtakers Association, Dec. 20, 1954.
2 Totals include additional imports from countries not listed separately above.

Imports versus United States sales by units'

Share of imw
Year Imports Domestic Total ports ofUnited State$market

1947----------------------------------291Percent1947 . . . . .. 291 27, 890 28, 271 r
19 i ------------------------------------------- 827 22, 735 23, 562 41949 ------------------------------------------ 1 2,651 11,608 14,259 19
1950 --------------------------------- , 992 12. 293 18, 285 31951 -------------------------------------------- 8,416 10,809 139,225
1952 ------------------------------------------ 7, 136 8,985 16,121 0
1953 - --.------------------------------------- 7,070 9, 096 16,166 0

I Source: Scientific Apparatus Makers Association, Dec. 20, 1954.
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APPENDIX E

DOMESTIC VERSUS IMPORT PRICES

There are few cases where specific information is available on this point.
'he following tabulation shows purchase of Italian microscopes by the Armed
'orces Medical Procurement Agency, Brooklyn, N. Y. Instruments were made
y Oflicine Galileo in Milan, Italy, and sold by the importer, the Opplem Co., of
Tew York City.

Bid No. Opening Quantity Domestic Importer's Product

date bidder bid

1-362 ---------------- Feb. 9,1950 162 $409. 50 $319 Binocular microscope.
-551 ----------------- Nov. 8,1950 12 282.50 216 Monocular microscope.
-583 ----------------- Nov. 15,1950 50 423. 50 329 Binocular microscope.
-781 ---------------- J Jan. 11,1951 103 420.70 329 Do.
-1259 -------------- Apr. 16,1951 62 420 70 329 Do.
,-1091-.. Apr. 23,1952 649 349 90 297 Do.
7-1479- - - May 6,1952 584 242.45 164 Monocular microscope.
1-231 ------------- Sept. 12,1952 118 390 65 303 Binocular microscope.

Specific Information is not available as to the declared value. The records of
he United States Customs show that the average declared prices of microscopes
imported from Italy during the 3 years 1950-52 were as follows:

Units Total value Average

940 -- -- -- -- -- -- - -- -- -- -- ---............- --. . .. . . . . 287 $30, 011 $104. 57
051 ....................................................... 999 79,994 80.07
952 ........................................................... 1,305 95,221 72 96

It is interesting to note that the total number of instruments recorded by the
restoms office is not much greater than the known purchases by this one Govern-
nent agency.

As examples of offshore purchases the following are mentioned:

General Services Administration, Emergency Procurement Service,
Washington, D. C.

Request No. Quotation Item American Olympus
bid (each) Japan bid

(each)

30-051945-4604-4319 ........................ Aug. 23, 1954 50 micro ------ - $100 80 $35. 90
7-00-201-4227 .............................. Sept. 3,1954 100 micro ---------- 229.90 71.00

In general, foreign microscopes have seriously curtailed the volume of domestic
production . A large share of the instruments purchased by entering medical
;tudents are of foreign origin. Prices range from 20 to 25 percent under the
domestic price for German microscopes, 25 to 30 percent lower for Italian instru-
nents, and 40 to 50 percent for Japanese products. Foreign instruments are also
beingg purchased in quantity by schools and colleges because of their substantially
ower prices. This is particularly true in the Pacific Coast States where im-
torters of Japanese microscopes are most active.

Practically all recent purchases of microscopes for local hospitals by the
qew York City Department of Purchase have been Italian instruments. A bid
vhich opened February 16, 1955, resulted in awards for Galileo microscopes at
he following prices:

Galileo American
(Italian) bid

it microscope ---.----- .................------------------ -
I m icrosco pe ---..-----------------------------...........
I m icro sco p e ---------------------------------------------

--- $215 $313.30
------ 395 498.60
------ 408 521.10

------------
------------
------------
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Only in rare instances is the Buy-American Act observed. An Executive
order issued in June 1954 canceled early instructions which favored domestic
bidders when foreign prices were less than 25 per cent lower. This order was
outlined in the July 24, 1954, issue of the United States Government Advertiser.
Now, domestic bids will normally be rejected if they are more than 6 percent
above the foreign bid price.

OTHER CASE EXAMPLES

"Our particular company has not been faced with any flagrant cases of unfair
foreign competition. The products of our manufacture are generally very tech-
nical, highly precise and relatively expensive. Concerning business in this
country as a whole our portion of the market is quite small. The actual number
of units manufactured of each type of instrument are relatively small on this
basis. Therefore, our problem is not the so-called unfair competition such as
the use of subterfuge, erroneous classification, etc., in order to get the equip-
ment into the country at the lowest possible rates but rather the fact that the
foreign instruments, which may be comparable to ours in quality and in spite
of present tariff rates, can still be sold in this country at sufficiently lower price
to capture a rather large portion of this relatively small market. Apparently
the pricing is not dependent upon the actual cost of the instrument because the
labor rates are so much less than ours and the tariff rates are very low. Rather
they seem to be deliberately priced sufficiently below ours to make the purchase
attractive and, of course, make the offering agencies low bidder on strictly
competitive bids."

"We have no factual data other than the reference to existing wage rates in
these countries (Germany, Japan, and Italy) for skilled labor and generaliza-
tion regarding the activities of the various instrument manufacturers. We can
recite this bit of information, however, that again typifies the position we are
in in this country and how we can be injured by activities of foreign competi-
tors. We have been told that a firm in the Russian-controlled zone of Germany
has built and is offering for sale successfully a precision optical measuring instru-
ment similar to one of our manufacture but of about 50 percent greater capacity
with additional valuable features. The instrument is priced at about the equiva-
lent of $4,000. This was seriously underselling the West Zone German competitor
who in self-defense has brought out an instrument of equal quality 'priced under
the $4,000 in order to meet competition from the Eastern Zone. In an effort to
keep the unit cost as low as possible they are producing relatively large quan-
tities for this type of instrument. The overflow of production from this com-
petitive battle between East and West Germany now is being sent into this
country with the prices arbitrarily set far below what we would have to charge
for a similar instrument and so close to our existing standard instrument that
with the proper promotion there is a possibility it could force our standard
instrument out of the market in this country. This happens to be one of the
major instruments in our line."

APPENDTX F.-Comparison of average hourly earnings

Hourly rate Percent

U united States ............. ----------------------------------------------- $1.97 100
U nited K ingdom ........... ...............-.- . ---- - ------------ - .52 2
W est G erm an y -------------------------------------------------------------- 37 19

Jap an ----------------------------- - ------------------------- - -------- [- .26 1

Source: Bureau of Labor Statistics, Department of Labor, October 1954.

APPENDIX G

ESSENTIAL OPTICAL JOBS REQUIRING MORE THAN 2 YEARS' TRAINING TIME

Glass batch mixers
Glass furnace man
Glass inspectors
Assembly foremen
Lens foremen
Assembly methods engineers
Process engineers
Design and development engineers
Development physicists

Optical technicans
Instrument makers
Special lens grinding and polishing
Lens polishers and surfacing inspectors
Lens mounter
Lens supervisors
Final lens assembly inspectors
Optical engineers
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Senator LONG. You have made a very able statement here. You feel
that there is need of some sort of device to assure that production
of this type of instrument will be continued here in this country?

Mr. SMETHURT . Very definitely, sir. And I might say that we-
have explored the matter with all agencies of the Government that
have any interest, or should have an interest in the problem, with the
exception of an escape-clause proceeding, which we do not think
appropriate for this type of problem, nor properly designed to apply
any remedy.

Senator LONG. Under our Sugar Act we recognized the fact that.
sugar can be produced more cheaply by certain foreign nations, but
in the event of war, this Nation must have a sugar industry. There-
fore, we allotted about 25 percent of sugar production to the domestic-
industry, but through the tariffs and -other special charges on im-
portation and processing, we do subsidize the domestic sugar industry
to a certain degree. You haven't asked for that type of relief here,.
but that is one more possibility by which this industry might be
preserved.

Mr. SMETHURST. This industry today is not interested in any form
of direct subsidy. They do believe that an import quota system could
be operated effectively; it would not be inconsistent with the position
taken by other nations with reference to a highly essential military
item.

Senator LONG. Any further questions, Senator Smathers?
Senator SMATIERS. No questions.
Senator LONG. Senator Carlson
Senator CARLSON. I want to compliment Mr. Smethurst on the,

statement lie has made. We have many witneses who have com-
plained about the effects of the reciprocal trade system, but they have-
not brought in this language, and I am happy that lie has brought in
some language that we may work on.

Senator LONG. Senator Malone.
Senator MALONE. Mr. Smethurst, how many firms do you represent.

in your testimony?
Mr. SMETHUIrST. The list is given, I haven't counted them.
Senator MALONE. Another question. About what investment do.

they represent.
Mr. S METHURST. I would have to guess at that. I can supply it.
Senator MALONE. In round numbers what would you judge to be-

the total investment in the business?
Mr. SMETHURST. If I might, I might reason from the fact that the

M-day mobilization goals, which have been designed in the last 2 or 3.
years, would indicate expansion goals of over-I have got the figures
on page 4 of the statement-which would indicate the extent of
investment required.

In addition, I may add that current M-day planning for this indus-
try contemplates production of its essential component and end prod-
uct far in excess of its peak production in the Second World War.
This is clearly reflected in the production facilities expansion goals.
established for this industry by the Office of Defense Mobilization.
Expansion goal 136 granted rapid tax amortization to increase optical
glass capacity to 6 million pounds per year-more than double World
War II records. Expansion goal 155 sought to increase capacity for-

59884-55-pt. 2-18
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producing precision optics by $7 million, of which $1,433,000 remains
unfilled. Goal 176 was revised upward in 1953 to add $100 million
in new facilities to produce scientific instruments.

That would give you an idea.
Senator MALONE. If you care to furnish the total later it would be

helpful. But in any case you do represent a very great segment of
the economy of the country.

Mr. SMETHURST. In terms of total employment and dollar value of
the product, it would rank as a relatively small industry.

Senator MALONE. By comparison?
Mr. SMETHURST. Yes, sir.
Senator MALONE. Where are these plants mostly located?
Mr. SMETHURST. Well, they are scattered through New England,

New York State, Ohio, Indiana.
Senator MALONE. Now, Mr. Smethurst, all you have asked for is an

even break in this business with foreign imports; isn't that it?
Mr. SMETHURST. I don't know whether we have even asked for

that much.
Senator MALONE. Well, you would like to have just your place in

the sun.
Mr. SMEHURsT. That is all. And I might state, Senator, this is

not an export business. The products of this industry are not an
important element in the export market. As a matter of fact, since
1948 exports have dropped from 1.8 million to less than 300,000 in 1953.
So it is not an export business.

Senator MALONE. As a matter of fact, aren't there very few busi-
nesses in the United States that haven't been priced out of the market
one way or the other? In other words, our standard of living is high
enough so that on an even basis we can't compete with the foreign
producers in any case in any but a very few industries.

Mr. SMETHURST. Well, I might say that the only way this industry
could produce on that basis would be to build foreign plants and use
cheap foreign labor.

Senator MALONE. I was coming to that later. I am glad you brought
it up. If you are finally convinced that there is no way of surviving in
this country under the trade acts, under the reduction of tariffs and
duties, that had the potential of making up that difference in the do-
mestic market between the cost here and the cost abroad in the chief
competitive nation, once you give up the idea of existing here it is not
a very difficult situation to move your industry to a low-labor country
and compete in any market; is it? Of course, it would be a very dif-
ficult situation and I don't mean to imply it could be done easily, but
it could be done, and that would be the only profitable way; is that
right?

Mr. SMnETHURST. It can be done. And in fact it has been done.
Senator MALONE. As a matter of fact, there are very few industries

in the Nation whose products cannot be produced cheaper in another
nation at lower cost labor with our machinery and know-how-and we
take it right with us, as a matter of fact, the taxpayers have paid for
a lot of it-and produce cheaper in some European nation, or Africa,
or Asia; wouldn't that be your conclusion?

Mr. SMETHURST. I think that is right. At least I can't think of any
product about which that wouldn't be true.
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Senator MALONE. Well, following World War I, we learned a great
deal, I thought we had, in the chemical industry and the optical indus-
try. There was a special effort made to set the duties and tariffs so
that the American businessman and workingman and the investors
could be protected under competitive conditions; isn't that right?
Wasn't there a long period of time when you were not worried?

Mr. SMETHURST. Well, that goes back to the Tariff Act of 1916.
Senator MALONE. Well, it protected you; didn't it?
Mr. SMETHURST. It was valuable in case protection was needed.
Senator MALONE. Now, if this act is not extended, then, of course,

where trade agreements have not been made on any product, they do
revert to the Tariff Commission under the 1930 act, and that act has
laid down the criterion of the difference in cost between this Nation
and the chief competitive nation; isn't that right?

Mr. SMETHURST. That is correct so far as I know.
Senator MALONE. That would be satisfactory to you; wouldn't it?
Mr. SMETHURST. I am sure that personally I have no objection to it.

I do not think the industry would. That seemed to be a suitable solu-
tion prior to 1934.

Senator MALONE. That was based on fair and reasonable competi-
tion, and that is all you have asked for; isn't it?

Mr. SMETHURST. I am not familiar with the formula for determin-
ing that, but the basic proposition is all right.

Senator MALONE. It is basically to determine the cost of producing
an article in this country, not the highest or the lowest, but a fair price,
and the cost of producing the same article in the chief competitive na-
tion, and the difference is represented as a tariff. Isn't that about what
you want?

Mr. SMuETiURST. Certainly; no more than that. I would say "Yes."
Senator MALONE. Then I take it you would be opposed to the exten-

sion of this act knowing that where there are trade agreements and the
President serves notice on that country for cancellation, they then
revert to the Tariff Commission just the same as any other duty on any
other product.

Mr. SMETHURST. Well, speaking for the industry, I couldn't say
for sure whether they would be in favor of permitting the Trade
Agreements Act to expire.

Senator MALONE. Well, your own opinion.
Mr. SMETHURST. My opinion is that there are areas of trade which

can be opened up to our own advantage as well as others by agree-
ments. I think we have always had agreements, even under section
336 of the act of 1930. In other words, there is room for trade agree-
ments alongside of the proposal for reviving section 336, in my
judgment.

Senator MALONE. There may be. But do you advocate in some cases
that the duty or tariff be reduced below that differential, so that you
can trade product for a greater sale in foreign nations for another
product; is that what you are advocating?

Mr. SMETHURST. I am a little disturbed by the formula, Senator. I
can visualize cases where a true comparison of the cost would not
subject the domestic higher-cost producer to unfair competition, either
in this market or elsewhere. I think it is a tool in a foreign-trade
program which is a very important one. I just don't feel it is an
exclusive one.
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Senator MALONE. You think that if you got an amendment here so
that the protection would have to be set for you, everything else is all
right ?

Mr. SMIETHERST. No, sir. I know there are very many other indus-
tries that are in serious shape and I certainly think they ought to be
protected.

Senator MALONE. Who do you think should decide which industries
are going to be protected and which should be sacrificed under this
great organization?

Mr. S31ETHURST. I think we had relief in the Tariff Commission
for a good many years; I don't think that should be scrapped or I
don't see why it should be scrapped.

Senator MALONE. If this act is not renewed, the first step is to return
to the principle of fair and reasonable competition, and isn't that what
you would like to see?

Mr. SMiETHURST. Yes; in principle.
Senator MALONE. That is all it is, in principle, and that is the only

principle they could operate on. They could not take an industry
and say, "It would be better to sacrifice this so that we can build up
another one." Under the Trade Agreements Act the President--or
the State Department, which we think has done most of the work-
can and do say that; that is, the effect is the same, so I presume they
say that. Do you think they do?

Mr. SMNETHURST. I don't know what they do, to be perfectly frank
about it.

Senator MALONE. Neither do I, but you have the General Agree-
ment on Tariffs and Trade; you have all these trick organizations that
grow up under this act and they are all working while you sleep.
They have been having something to do with it on the basis of 40
or 50 nations' vote while we have 1 vote. And another thing, the
most-favored-nation clause has grown up under it, so if you make
an agreement with one nation it is available to all the others. Are
you aware of that?

Mr. SMUETHUST. That is right.
Senator MALONE. What do you believe in that connection? Are

you talking about your own industry, or a policy or principle?
Mr. SMETHURST. I can summarize my views in a few sentences.
Senator IALONE. I would like for you to do so.
Mr. SNMETHURST. First, I think there is a chance that the Reciprocal

Trade Act will be extended.
Senator MALONE. I didn't hear you.
Mr. SMIETHURST. First, I am assuming that the Trade Agreements

Act will be extended.
Senator MALONE. That may be. But it is a matter of industry.

They come down here and say they are going to be crippled, that it is
a question of how long they can survive, so they bring in some kind of
an amendment that will let them survive another year or two. But
if you are expressing your views-and that is what I am asking yoa
to do-what principle would you like to see adopted?

Mr. SIMETHUIRST. I would like to see the principle of foreign trade
•on a fair competitive basis established.

Senator MALONE. Well, that competitive basis would mean-
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Mr. SMETIILURST. That may mean section 336, coupled with author-
]ty to execute agreements.

Senator MALONE. You come down here assuming that everything
is going to remain the same, and you are going to survive for another

year or two.
Mr. SMETHURST. We hope so.
Senator MALONE. Your first statement is very good-you would like

to have tried a basis of fair and reasonable competition, or a fair
competitive basis, that is what you want. Now any agreement that
would have to be signed would have to be on that same basis; isn't
that right?

fr. SMrETHUiRST. I think so.
Senator MALONE. )o you believe that those agreements that have

to be siarned are on that basis?
Mr. 9METHURST. I am afraid they are not.
Senator MALONE. Aren't you in favor of the policy laid down in

the 1930 act-and that is, on the basis of fair and reasonable compe-
titioti ?

Mr. SAIETHURST. Certainly.
Senator MALONE. And you would like to see that policy revived

and established?
All'. SrE'rHURST. Right.
Senator MALONE. So that no one can evade it ?
Mr. SinErTIRST. Right.
Senator MALONE. That, Mr. Chairman, is all.
Mr. SM-EETHUIRST. Thank you, sir.

(The following statement was subsequently received for the record:)

STATEMENT ON H. E. 1 SUBMITTED TO THE SENATE FIN-ANCE COMMITTEEE BY THE
OPPLEME CO. OF EAST RUTRIFOrD, N. J.

For over 28 years this company has both produced and imported scientific
instruments. We import primarily Italian optical instruments produced by
Officine Galileo of Florence and Milan.

Tariffs on optical instruments, apart from cameras and binoculars, have
hardly been reduced under the Trade Agreements Act of 19:t4 as extended and
amended. A minority of the items have enjoyed limited reductions. Most
tariffs continue at a level of about 50 percent, some higher, others somewhat
lower.

We believe the national interest is best served by reducing these tariffs. For
this reason we endorse 11. R. 1 but would favor making it a permanent statute
and eliminating the escape-clause provision.

The following discussion demonstrates that the public interest is served by
greater imports of optical instruments.

I. IS THERE A CASE AGAINST IMPORTS?

A. Foreign wages
The American optical instrument industry faces no real threat from lower

foreign wages. First of all, these wages are almost always understated by
those arguing against imports. In the Italian optical industry, for example, the
skilled wage earner's nominal salary is $0.45 per hour, but additional payments
-of social security charges for maternal care, health, canteen feeding, etc., raise
the wage cost nearer to $0.75 to $0.80 per hour, not $0.30 as often claimed.

B. How important are wages?
The difference in wages assumes less importance because wages are not a

very large part of costs in the United States. Figures of the Census Bureau show
that wages account for only about 38 percent of the value of shipments. It is

IThe Instrument Market, Instruments Publishing Co., Pittsburgh, Pa., p. 5.
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difficult to reconcile this official figure with higher figures mentioned by do-
mestic industry. And when administrative overhead, sales costs, cost of ma-
chinery, equipment, and buildings are taken into account, it is particularly
difficult to accept these higher figures.

C. The productivity of labor
The greater productivity of the American worker also reduces any wage

advantage enjoyed by foreign firms.
The scale of production of optical instruments in the United States exceeds.

by far the scale abroad. Large scale-we do not say mass scale-production
economies are thus more possible here. Where very intricate and expensive
optical instruments are produced abroad in one's, two's, or ten's, the American
market is large enough to warrant a much larger production. This is so both
because the United States is of itself a vast market numerically, and because.
American firms are richer and can afford the luxuries of the highest class and
highly specialized instruments.

American mechanical ingenuity further enhances productivity. Mr. Charles
Percy, of the Bell & Howell Co., a major producers of optical equipment, has
pointed out to the Ways and Means Committee how mechanical processes are
supplanting the older finger techniques in the production of lenses, resulting in
manifold increases in labor productivity.

D. The cost of selling and distribution
There are still other cost factors offsetting the advantages of low foreign

wages. The costs of selling and distributing optical instruments are great. A
$5,000 microscope is not a shelf item which can be bought from a catalog.
Through demonstrations the scientist must be convinced that the microscope can
meet his pressing scientific problem. Sales work must be continuously carried
on, servicing and repair facilities must be established, and much more be done
to sell scientific instruments.

The importer has no advantage in this respect. All his costs are incurred on
this side of the water at American wage rates. Indeed, he has a distinct dis-
advantages. By sheer virtue of their size, strength, and the wider variety of
the products that they offer. American concerns generally have distributors every-
where, and the most economical servicing and repair depots. Dealers will be
found throughout the United States for the more important American companies.
Obviously, a modest-sized importer cannot be everywhere. The $50 million and
$70 million American giants are. They gain considerable advantages and econo-
mies in selling and distribution that we cannot match. American firms readily
admit that they enjoy an advantage over foreign competition in rendering
consumer service.

E. Other higher costs for imports
There are still other ways the foreign product is disadvantaged. Certain

costs of manufacture certainly exceed those in the United States We have
already mentioned the low scale of production; also, money must be borrowed
at 12 percent in Italy compared to 6 percent or less in the United States; gen-
erally speaking, materials cost more abroad than in the United States; after
manufacture, there are heavy costs of packaging, transportation, insurance, and
handling charges related thereto to bring the product to the United States;
after this, duty must be paid. And at this point we first begin the arduous
task of developing familiarity with the Galileo name and of selling the product.
The American giants have it all over us in these respects. No doubt, generally
speaking, they have the bigger and better distributors and more economical
servicing arrangements.

IT. COMPETITION BETWEEN AMERICA.N AND FOREIGN PRODUCTS

A. Are American prices competitive wvith foreign prices?
The answer is definitely "yes." And it is downright difficult to honor the

claims of American companies that they cannot compete with imports. Here
is excellent proof. On recent offers made to the Armed Forces Medical Procure-
ment Agency on March 15, 1955, bid No. 55-496, the American Optical Co., was
low on 3 out of 4 items and almost low on the fourth:
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TABLE I

Quantity American Bausch & Opplem aI
Optical Lomb (Italian) Buhl

Binocular microscopes, price each .---------
D)ark field condensers, price each ------. -
Eyepieces, 5X, price each .................
Eyepiece, pair loX, price each............

$314.00 $344.45
39. 50 56.10
7.30 8.62
20.50 28.50

$303.00 ------------
42.00 ----------
7.50 $7.65

24.00 19.00

This demonstrates beyond the shadow of doubt that the Americans can compete
when they wish to do so. They intensely dislike foreign competition because it
shows up the inordinately high prices they have been charging the American
public and Government agencies and forces themi to lower their prices. It also
forces them really to compete, an unusual thing indeed. Fortune took note of
this in the following language:

"The fact that an Italian firm, Officine Galileo, won some Government con-
tracts, for example, persuaded Bausch & Lomb and American Optical to reduce
their Government bids by 10 to 20 percent (they had been basing them on retail
prices)." '

Most noteworthy is the high and identical prices that were charged the Govern-
luent by the American firms in the past. Information is drawn fromi the Annual
Report of the Select Comlmiittee on Small Business, United States Senate, January
21, 1952, pages 9-10.

"Your committee wishes to call attention to a series of bids sublmitted by
two of the largest optical goods companies in the country to sulply the Army
and the Veterans' Administration with microscopes, Although Bausch & Lomb
or tie American Optical o,. were not the successful bidders in every instance,
the prices quoted by both (omlanics brar a dollar-and-cents faintly resemblance
which your committee plans to question."

TABLE I.-Rausch & Lomb and Arncricon Optical Co. bids on microscopes for
the Army

Date of bid

Feb. 9, 1950 -
June 19, 1950 ......
Nov 15, 1950 -
J a n . 11, 19 51 . .. .... .. .. .. .... .... .. ... .. .. .. ...
Feb. a3, 1951 -----------------------------------
Apr. 15, 1951 --
M ay 16, 1951 -------- . ------------------- 5.
June 14, 1951 ......................... --- ..... 5
Oct. 19, 1951 ----------------------------------

Price each

No. Number of
microscopes Bausch & Amei ican Op-

Lomb Ircal Co

50-362 162 TCT $409 50 $409 50
50--701 56 TCT 409 50 1 400 50
51-583 50 TCT 423 50 420 70
51 781 103 r- UT 420 70 420 70
51-968 368 TCT 42) 70 420 70
1- 1259 s TCT 4211 70 420 70
1-1391 63 Sb4 261. 10 261 10
1-1528 326 Sb4 261 10 261 10
52-391 409 TCT 390 6;5 410 70

TABLE II.-Bausch & Lomb and American Optical Co. bids on Veterans' Admin-
istration purchases of binocular microscope

Date of bid

Apr. 26, 1950 .................
Nov. 15, 1950 ................
June 5, 1951 -------------------
O ct. 15, 1951 ------------------

Bid No

Price each

Bausch & American Op-
Lomb tical Co.

$409. 50 $409. 50
422. P0 422 80
422 80 422. 80
422 80 422. 80

I Tariff Cuts: Who Gets Hurt? Fortune, April 1954, p. 210.

899

I
II

1-1

--------------------------
----------- --------------

------------------------------
------------------------------



'900 TRADE AGREEMENTS EXTENSION

Keeping in mind these high and identical prices of the past, note that American
Optical and Bausch & Lomb now charge the Government $314 and $344.45,
respectively, for a binocular microscope. Before Galileo competition proved
effective, they charged the identical prices of about $420.

Even after Galileo competition forced lower domestic prices in sales to the
Army, domestic firms continued to charge higher prices to the Veterans' Ad-
ministration. Here are several examples involving the Veterans' Admin-
istration :

Bid No. Date Commodity Domestic Commentprice

A-504-L ....... May 5, 1953 Binocular micro- $422.80 The same microscope was offered the
scopes. Army on Mar. 20, 1953, at $323.36.

L-26 ----------- Oct. 15, 1951 ---- do ------------- 422. 80 The same microscope was offered the
Army on Oct. 19, 1951, at $390.65.

The explanation for this is simple. Because of minor deviations from speci-
fications Galileo could not bid on VA bids. Knowing this, the American firms
were free to charge one Government agency a higher and identical price than was
charged another agency. It is a well-known fact that the American optical
industry has been notorious for its lack of competition. Court records are laden
with actions to force competition in the optical glass and instrument industry.
Here are just a few examples: United States v. Bausch d Lomb (34 F. Supp.
267 (S. D. N. Y.) ) ; United States v. Bausch & Lamb (321 U. S. 707) ; United States
v. Bausch & Lomb (3 FRD. 331 (S. D. N. Y.)) ; United States v. American Optical
Co. (C. C. H. 1950-51 Trade Cases sec. 62,869) ; United States v. American Optical
Co. (C. C. H. 1948-49 Trade Cases sec. 62,808).

The domestic companies would have this committee believe that they cannot
win Government bids because of foreign competition. The bid cited in table I
above proves otherwise. There are many other bids that domestic firms have
won despite foreign competition. Here are just a few such cases:

Awards to American manufacturers

Agency Bid No Opening date Quantity Domestic Imported Product

Veterans' Adminis- A-42-L __ July 22, 1954 52 $353 00 $307.05 Binocular microscope.
tration.

Do 54-97 _-- Apr. 13. 1954 2 496 74 395 00 Do.
Do -------------- A-196-L _- Oct. 18.1954 56 351 90 320. 00 Do.
Do - L-83 ------ June 6,1951 120 422.80 329.00 Do.
Do _- - A-501-L__- May 5,.1953 100 422 80 315.00 Do.

ASMPA I -.-------- 52-391 ----- Oct. 19,1951 409 390 65 327 00 Do.
Do - 52-1331 Apr. 11. 1952 169 322.07 260 00 Stereoscopic micro-

scope
Do 53-933 ----- Jan 20, 1953 8 332 36 303 00 Binocular microscope.
Do 51-1391 M--- May 16, 1951 63 261'60 216.00 Monocularmicroscope.

Veterans' Adminis- L-2.8 ---- Nov. 15, 1950 120 422 80 329 00 Binocular microscope.
tration.

Do - - I-74 ----- Apr. 26,1950 119 422.80 315.00 Do.
ASI\IPA ------------ 52-1091 --- Nov. 16, 1951 649 (2) 297 00 Do.

Do - do -...... do - 136 (2) 196 00 Monocular microscope.
Do 32-1479 M--- May 6,1952 384 332 36 297. 00 Binocular microscope.
Do - - do ....... do ------- 100 314 75 260.00 Stereoscopic micro-

scope.
Do - 53-455 --- Oct. 16,1952 400 214.75 180.00 Monocularmicroscope.

I Armed Services Medical Procurement Agency.
2 Negotiated.

Our records indicate that on large sales Opplem has been selling Galileo stand-
ard microscopes at an average price of $263; Bausch & Lomb reports it charges
$293. This 10 percent price differential also holds for sales to non-Governmental
users. In commercial markets this price differential is more than offset by the
favored position held by domestic industry.

Fortune also referred to the favored position of American industry in these
tennis:
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"Industrial customers usually prefer to buy from United States firms even

though their prices are higher, because domestic firms can more readily supply
technical advice and service." '

This is nonetheless true for governmental purchasers. Moreover, on Govern-
ment sales we must face the Buy American price differential. In the past 2
years this has represented a virtually effective bar against any sales of standard,
simpler types of microscopes to Government agencies.

B. The extent of competition

Unit sales figures have been cited before the committee by domestic industry
showing the increasingly large share of the market for standard prism type

microscopes valued at $25 and overaccounted for by imports. It should first be
noted that in 1953 imports were at their lowest in 3 years and that the share
of the market has not grown in 3 years. Moreover, the importance of imports
has been overemphasized through the use of unit data. Thus, in the figures
presented by the domestic groups a $10,000 microscope and a $100 microscope
appear as equals. Valuewise-not in units-it is most probable that imports
account for a much smaller share of the market than the committee has been
lead to believe.

C. What do consamcrs buy?

The decisive issue deciding sales of more complex and costly instruments is
not "cheap" foreign wages or prices but rather this: What does the consumer
look for? The scientific community wants two things in an instrument : familiar-
ity and technical superiority, and price is often a secondary consideration.

EaniliaritY.-Today, American instruments are the most familiar throughout
the world. This came about during the war years and inimediately thereafter.
Foreign aid programs also spread American instruments to far lands and foreign
students have been trained in United States laboratories. Because United States
instruments are so well known they have a decided sales advantage.

Tccla ical supcrioritYj.- Often, the technical differences between instruments
are sufficiently great that instruments become unique. Not much competition
then exists between domestic and foreign products. One or another is bought
hardly with regard to trice. However, if duties rais,' prices too much, then
the effect may be to price the foreign product out of reach while not bringing
about a sale of an American product.

D. New marks through imports

Often overlooked is the fact that imports often create new markets on which
American industry is able to capitalize and develop The ophthalmological
instruments found in optometrisls' and opticias* offices offer an excellent
example. First brought to the United States by Zeiss of Germany and English
firms, these instruments are key items in the Bausch & Lomb and Amirican
Optical lines today.

E. Exports

Comparing exports with imports further attests to the strength of American
industry. Precise information on imports and exports for the itenis of interest
is not readily attainable. However, we have grouped census data such as to
arrive at good comparative tabulation of exports and imports for optical
instruments (roughly the equivalent of pars. 228 (a) and (b) of the tariff
schedule)

TABLE II.-Imports and exports in 1953 of optical instrumcnts 1

[Thousands of dollars]

I Expnrts as
Imports Exports percent of

imports

228 a) -------------------------------------------------------- 1,492.9 404 6228 (b) -- - - - - - - - -- - - - - - - - - -- - - - - - - - - 1,439. 1' 5,4 4 378. 8

Together ----------------------------------------- 1,08.3 6, 944.3 383. 4

1 228 (a) Import code No. 9150250, export code No. 919066.
228 (b) Import code Nos. 9150299, 9159293, 9150180, which cover the best part of this paragraph \ith the,

exception of a few minor items, export code Nos. 914950, 914960, 914988.

8 Ibid.
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Taken together, exports exceeded imports by nearly 4 times, and based on 10
months of 1954, exports for the year will exceed 1953 by over 30 percent. So
here is an American industry claiming to be weak and vulnerable to foreign
,ompetition; yet, American exports far exceed imports. And American goods
compete readily overseas where they are on equal terms tariffwise with foreign
products. The explanation is to be found in the prestige and technical merits of
American equipment.

F. Special note on binoculars
Domestic industry cites increases in imports of binoculars to indicate the

increase in imports of optical instruments that could result from duty sconces.
sions. The reasoning is fallacious. Even before duty concessions there was a
substantial demand for foreign-made binoculars. This came from Americans in
the low- and medium-income groups. They could afford to pay $30 to $40 for an
adequate import but not around $170 for the domestic product. When duties
were decreased even more Americans found it possible to purchase a binocular.
The point is this: Imports did not displace high-priced American products; they
simply created and supplied a new, low-priced market.

One further observation. Qualitatively, there is no comparing cheap foreign
and expensive domestic binoculars. Quite rightly, American firns stress in
their advertising the durability, quality, serviceability, and precision features
of their instruments. No doubt they are better than the low-priced imports.
But they are also too expensive for Americans to purchase.

III. THE DEFENSE BASE AND AMERICAN INDUSTRY

A The growth of American industry
The United States optical industry before 1920 was virtually nonexistent.

Developed under forced draft during World War 1, the industry grew during
the twenties and thirties. Nonetheless, it was outranked in size and technology
by European industry between the wars. World War II changed the situation
completely. An $8 million industry before the war, the value of production of
the American optical instrument and lens industry in 1953 is estimated well
over $125 million in 1954. Despite the falloff in military orders the order books
of optical producers remain heavy. And as Fortune said so well in speaking
of ,ausch & Lomb:

"Also favorable to Bausch & Lomb is the fact that optics is a genuine growth
industry; new equipment and new applications are turning up all the time (see
Optics: Sharper Than Ever, Fortune, August 1953)." 

In its annual report for 1953, the Scientific Apparatus Makers Association
traces the growth of the industry, describes it as "phenomenal" and predicts
this growth will continue at a rate even greater than that for the national income
because of the great growth in research.

One example alone points this up. The Wall Street Journal of December 9,
1954, reports that Bausch & Lomb production of stereomicroscopes (2 standard
microscopes joined together to give 3-dimension views) will exceed $1 million
this year, 5 times prewar. These microscopes are used for inspection of minia-
ture components such as used in the electronics industry, another boom, industry.

Today the optical industry is large, strong, growing rapidly enough to counter
imports at every turn. Two companies alone, Bausch & Lomb and American
Optical, enjoyed sales of $51 million and $71 million, respectively, in 1953.
Total imports of optical instruments amounted to $1.8 million in that year.
B. Critical skills

It is often alleged that one or another critical skill is in short supply here and
would be lost if imports displaced domestic goods. This has been said about
microscopes, binoculars, etc. What are the facts? Many of the instruments
under discussion, from standard microscopes on up to the critical research instru-
ments such as spectroscopes, refractometers, aerial cameras, etc., rely on impor-
tant skills. But these skills are common to the group, not unique to a given
instrument. And overall production of these instruments being so generally
large today, these skills will continue to be available.

Even if microscopes feel some competition, skills are preserved through high
production of other instruments requiring similar skills. A spectrophotometer
is .onesuch instrument. Exports of this item alone in 10 months of 1954 amounted

4 Ibid.
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to $2.9 million, and that represents a lot of skill. Imports of microscopes in this
period amounted to only $0.5 million.

Fortune had this to say about preserving skills:
"Bausch & Lomb has most successfully met the threat of foreign competition

by developing new products and improving old ones. Its binocular division, for
example, is now marketing a new nonfogging telescopic rifle sight and a 60 mili-
meter telescope half the size of earlier models that sells for less than half the
former price. Bausch & Lomb also make lenses for the Polaroid Land Camera.
'The basic skills used in making these products are essentially the same as those
required for binocular assembly; thus war skills are prescrr( d intact." " [Italics
.ours.]

The time required for training workers has apparently also been exaggerated
by domestic interests. In testimony before the House committee it was pointed
-out that skilled lens workers were trained in 6 months during the last war and
that only 3 months would be necessary now, far shorter periods than spoken of
by domestic groups.

C. The spur of competition
Imports are needed because they convey to the United States the important

technical discoveries and know-how, many vital to national defense, that are
developed abroad. Indeed, it would be foolhardy for the United States to cut
itself off from foreign technology by raising insuperable barriers to imports.

Fortune again:
"What if Bausch & Lomb had absolute protection from foreign competition?

Because of the industry's defense role, Britain has banned practically all imports
of optical equipment since the end of World War I. The result: Britain has
lagged seriously behind the united States and Germany in optical development."'
D. Economy and competition

The defense effort is limited by its cost. Imports permit more defense for
the dollar by spurring competition and bringing about cuts in prices charged the
Government. We have elaborated on this point previously in this memorandum.
E. Military judgment

If protection of the defense base so requires, defense officials can refuse to
buy foreign goods. Yet, defense officials have not, so far as we know, refused
to buy foreign instruments for this reason. Where a weakness could exist in
the defense base, such as in the manufacture of optical glas, stockpiling has been
undertaken. Reports that the defense base is jeopardized by imports show a lack
of confidence in the future of this industry that is belied by figures on growth,
,earnings, sales, and expansion plans.
F. Security

There is a substantial anmount-of military optical work which is security
classified. Foreign firms cannot bid on such work, and ,) cannot possibly
impair the defense base.

IV. TARIFF REDUCTIONS IN THE NATIONAL INTEREST

We need not defend the proposition that an expansion of trade is in the national
interest. This is an established matter of United States international policy
expressed in statute. Our remarks will therefore be confined to those considera-
tions singularly applicable to the optical goods industry. A reduction of tariffs
would:

1. Make possible the further import at reasonable prices of highly specialized
foreign made goods that often have no domestic equivalent. United States firms
will benefit for they will begin production of such items once the market develops.

2. Further the use of highly specialized foreign made equipment in the growing
and vast range of technical research.

3. Make possible the carrying on of more medical and other scientific investi-
gation. Where foreign equipment costs are lower, the research dollar will be
stretched, making even more research possible.

4. Spur competition in a field that, traditionally, has been bound by restric-
tionist practices. Competition is necessary both to limit prices and to spur
technological progress.

Ibid., pp. 139 and 210.
Ibid., p. 210.
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5. Further the defense effort by effecting economies for the Government
in procurement of instruments. Moreover, the defense base would be strength-
ened through foreign technical developments adopted by American defense indus-
try and the Military Establishment itself.

Tariff reductions on optical instruments further the public interest and there-
fore, H. R. 1 is a bill that would strengthen the Nation.

Senator LONG. We will be in recess until 2 o'clock then.
Senator LONG. Mr. James C. Jacobson, president of Voland & Sons,.

Inc. Mr. Jacobson will you take the stand?

STATEMENT OF JAMES C. JACOBSON, PRESIDENT, VOLAND &
SONS, INC.

Mr. JACOBSON. Mr. Chairman, this statement is submitted to your
honorable body not in order to challenge the principle of liberalizing
world trade in order to ease economic tension. Certainly, the prob-
lems of international relationship and the preservation of peace are
intensely complex and depend much for their satisfactory solution on
the broad and detailed knowledge which is available to President
Eisenhower and his entire administration. The urgencies of the
changing status of the cold war with Russia, and the position of the
United States as a creditor nation makes it obvious that the stimula-
tion of the greatest possible exchange of goods and services with free
nations throughout the world as recommended by the administration
is highly desirable. If the reciprocal elimination of as many types
of trade restrictions as possible will help to achieve this goal, the
writer and his associates are definitely sympathetic to that objective.
Undeniably, the defense of the United States is closely bound up with
the economic welfare of its allies and all free nations of the world.

However, by the same token, the safety of the United States itself
is paramount not only to its own people, but to all the other free peo-
ples of the world. This safety depends on a multitude of highly com-
plex factors. Of highest importance among these is the ability to
produce the sinews of war and also the products which are needed to
preserve the health and safety of our civilian population in the face of
every conceivable kind of emergency. Some of the most important of
all of such items represents a tiny fraction of the enormous volume of
goods and services used in the United States. It is most important
that articles such as these not be swallowed up and be allowed to dis-
appear in the wave of powerful argument in favor of the desirability
of freeing world trade to whatever extent possible.

In the technological age in which we live today, scientific tools are
vital components. The manufacture and development not only of
munitions of war, but also of the food we eat, the clothes we wear,
the dwellings in whi.li we live, and the vehicles in which we travel,
are dependent for their manufacture on the researches and controls
produced in our laboratories. In turn, the work which these labora-
tories accomplish is dependent on the efficiency of the scientific appa-
ratus and instruments of ever-increasing complexity which are devel-
oped and manufactured for use.

The United States is the only industrial country that has never
recognized specifically the importance of the manufacture of scien-
tific instruments. Over a century ago Bismarck in Prussia realized
that it was necessary to insure the proper preservation of manufac-
turing facilities for scientific tools, crude though they then were.

904
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This fact was recognized by France in the latter part of the 19th
century, and that country took definite steps to protect its scientific
apparatus industry. In 1928, Great Britain took concrete steps, con-
trary to its established trade policy, of protecting its scientific appa-
ratus industry. The purpose of the steps taken by each of those
nations was to insure that the necessary scientific tools could be manu-
factured and would be available within the country itself so that it
would be completely independent of ouside sources for these materials.

Prior to World War I, the scientific-apparatus industry in the
United States was puny, and the great bulk of scientific instruments

and apparatus was imported. The fact that World War I effectively
cut off the importation of this type of material was a major cause
of the delay in equipping our growing Armed Forces in that period,
and was one of the main reasons that our troops had to fight in France
largely with French and British equipment. You will remember that
weapons and munitions manufactured in the United States, and planes
and ships, were just coming off the assembly lines in volume when
World War I ended.

In spite of better organization of the scientific-apparatus industry
in the United States after World War I, much scientific equipment
was being imported between the wars. For a second time in a genera-
ation World War II cut off the source of importation. By this time,
the situation in the ITnited States had improved, but not enough for
us to meet the overwhelming requirement of equipping our Armed
Forces, the development of planes anl weapons and ships which had
become increasingly dependent on science and its tools. This induc-
try in the United States made valiant efforts to meet the demand,
but many essential items were virtually unobtainable. The few manu-
facturers of so vital an instrument as analytical balances had enormous
backlogs, and balances were unavailable except on the basis of the
highest. priorities. While it was possible to expand the manufacture
of some of the mass production items, such as automobiles, trucks,
clothing and the like, the complicated nature of many scientific instru-
ments and the high components of trained skills that they required,
made it impossible to expand the manufacturing facilities in the same
manner. It would be difficult to deny that, looking at the state of
the world today, the sources of imported scientific instruments and
materials might be cut off for a third time in our generation, exists.

There is an old nursery rhyme which says "for want of a nail the
horseshoe was lost, for want of the horseshoe the horse was lost, for
want of the horse the rider was lost, for want of the rider the battle
was lost, for want of the battle the kingdom was lost." Scientific
apparatus is just such a "horseshoe nail" item. In the enormous
economy developed in the United States, the industry which manu-
factured scientific apparatus is tiny, amounting in dollar volume
annually to not more than several hundred million dollars. Within
this industry, the analytical-balance industry is infinitesimal, the
total dollar volume being about $21/ million annually. In spite of
its microscopic size, the analytical-balance industry is a key to our
enormous modern industrial empire.

Analytical balances, and analytical weights, are products manu-
factured by my company, Voland & Sons, Inc. These are primary
instruments for the measurement of mass. They are basic equipment
in every research laboratory and every production control laboratory.
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The fact that it would be impossible to manufacture atomic energy,
oil, steel, chemicals, munitions, foodstuffs, textiles, or to produce medi-
cal and scientific research without analytical balances can be easily
verified. It can truly be said that there is no article used by our
armed services, or by ourselves in our daily lives in the manufacture
or development of which analytical balances have not played a part.
This is why I have asked to appear before you, gentlemen, repre-
senting my company, and those of my few competitors who have been
kind enough to entrust me wtih this task, to emphasize the need for
protection for so small but vital industry.

In considering the overall picture of the trade policies of the United
States, it is customary to feel that, at this time, the only ones who are
opposed to the freer trade idea are those whose ox is being gored. I
want to emphasize at this time, and this emphasis cannot be made
strongly enough, that I am not here pleading for our economic lives.
The basis of a balance manufacturing plant is a machine shop, and
with our worker's. specialized skills and machine tools, we are qualified
to manufacture other products of highest precision and quality. In
fact, our organization has often discussed the desirability of convert-
ing our plant from the manufacture of balances, which is a low-profit
operation, to the manufacture of other articles for which the dmand
is in greater volume and the profit higher. Heretofore, we have been
deterred in this consideration by the fact that should our plant, or
that of other balance manufacturers' be converted to the manufacture
of other products, and the manufacture of analytical balances be sus-
pended by as little as 6 months, it is agreed by all of us that it would
take upward of 2 years to reconvert and achieve full production in the
manufacture of analytical balances. Though it may be thought senti-
mental, it happens to be true that each time it has come up, knowing
the essentiality of the instrument that we make, we have-decided to,
continue the manufacture of analytical balances as long as it is eco-
nomically feasible to do so as a patriotic duty.

In order to understand the problem, it is necessary to know some-
thing of the nature of analytical balances, the skills inherent in their
manufacture, and the economic factors involved. The analytical bal-
ance is a device based on the principle of the fulcrum. It has been used
by man longer than any other precision instrument. Relics of weigh-
ing devices operating on identical principles as those of today have beer
found in some of the Egyptian tombs. Technological advance has
developed the analytical balance into one of the most precise instru-
ments used in the laboratory today. Its order of accuracy ranges up
to a ratio of 1 to 10 million, which represents one one-hundred thou-
sandth of a percent. This accuracy is obtaind by the most minute
adjustment. Some of these adjustments are so tiny that they cannot
be seen or can instruments be devised to test them, so that they have
to be made empirically by highly skilled craftsmen with long training,
which involves "touch," "feel," and knowledge of material and physical
forces. It has as yet been impossible to avoid the laborious building
in of this precision by mechanical means under th precise requirements
of physical laws.

In our continuous research to find better manufacturing methods,
the entire electronic field was investigated. We have been told by an
eminent electronic specialist that the order of accuracy which is re-
quired in analytical balances cannot be achieved through electronic
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means. Only recently a physicist of international renown told us that
this type of precision weighing could not be accomplished electroni--
cally because there were too many variables, and because there is no.
substitute that has yet been found for the dependability and con-
stancy of the force of gravity.

Analytical balances can hold their own with the miracles being con-
tinuously performed by the marvelously complicated instrument
being developed by our current technology. Some types of balances.
can detect differences in weights between two eyelashes; they can
weigh the amount of graphite deposited on a piece of paper by a
pencil, making a dot on the paper; analytical balances of large enough

capacity have been made so that while a person was being weighed
on them, the balance detected the evaporation, in other words, loss of
weight, which was occurring continuously from that person's body..
These illustrations point up the fact that analytical balances are in-
struinents which cannot be run off a production line in mass produc-
tion.

The nature of the top skills required to produce instruments of this
order of accuracy must now be examined. There are three outstand-
ing skills connected solely with balance manufacture, through which
all production must be funneled and which, therefore, act as bottle-
necks. These bottlenecks recentt rapid expansion of balance
manufacture and constitute skills that can only be maintained by con-
stant practice since feel, finger dexterity, and experience are such large
factors in then. These three skills are-

1. Balance makers
2. Balance adjusters
3. Beammakers

and I shall describe them in a nontechnical way in that order.
Balance makers are extremely rare. There ar'e only a handful in the.

entire United States. Probably a dozen are distributed among the
few balance manufacturers in the United States. Perhaps half again
as many are found as balance repairmen, scattered widely. Their-
qualifications include top-grade mechanical skills; knowledge of all
phases of analytical balance construction, including theoretical physi-
cal principles, a well as practical ability to handle many different
types of metals with understanding of stresses and strains; ability to
machine and put together small and delicate parts; knowledge of and
ability to shape and polish agate, sapphire, and the hardest and most
recently developed metal alloys; ability to handle and understand the
use of special gages, and to make them if necessary; elementary knowl-
edge of physical forces and the laws that govern them; the knowl-
ledge of balance adjustment; the ability to work to tolerances of'
0.0001 inch (1/10,000 of an inch). In other words, such workers must
combine the skills of the top-flight toolmaker, design engineer, plus
an understanding of the esoteric qualities inherent in analytical bal-
ances. They must have the soul and patience of true craftsmen.
It takes a minimum of 5 years' time to train a balance mechanic with
these skills and qualifications. In most cases it is a lifetime effort.
and requires continuous practice to maintain top efficiency.

Now, we come to balance adjusters. There are perhaps not more.
than 100 individuals in the United States that are properly qualified
as balance adjusters. They must have a high degree of mechanical
skills; a specialized kind of infinite patience; the craftsmen's urge,
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for absolute perfection and patience to achieve it; an intimate work-
ing knowledge of every part of the most complex analytical balance;
ability to detect and correct flaws in a complicated mechanism; fa-
miliarity with the practice and theory (basedon physical principles)
of the operation of analytical balances; extraordinary finger dexterity
and delicacy of movement; knowledge of how to test balances empiri-
cally; ability through experience and feel to make adjustments on
beams to dimensions on the order of 0.00001 inch (1/100,000 of an
inch) by use of special tools. Such adjustments are made by distort-
ing the metal in the beam by invisible and virtually unmeasurable
dimensions in such a manner as to change slightly the molecular
composition of the metal alloy. The training of such an artisan runs
from 2 to 5 years, depending on the individual and it has been demon-
strated often enough that a comparatively short interruption in this
type of work causes an individual, however well trained, to lose touch
and skill to a dangerous extent.

Beammakers are the third of the categories which I am describing.
The beam is the lever to which the fulcrum is attached. This part
is the basis of the balance and determines the quality, sensitivity, and
reproducibility of the instrument. A beammaker must be a first-class
mechanic; he must have skill in handling small and delicate parts; he
must be skilled in using specialized equipment to polish knife edges
of agate or sapphire to precise angles and edges. (The knife edges,
which are the fulcrums, must be polished so that two optically flat
surfaces intersect at an angle wide enough to support the necessary
mass, yet with a razor sharp edge.) The beammaker must have skill
in handling special gages to perform measurements up to 0.00003 inch
(3/100,000 of an inch), but without chipping or damaging delicate
knife edges, he must have understanding of "line," "armlength;" he
must be skilled in using special milling, graduating, and marking
apparatus. The training time of a skilled beammaker runs from 2
to 3 years, and again as with the other skills described here, the quali-
ties of experience and touch are such that any interruption rapidly
breaks down these high degrees of skill.

Having touched briefly upon the product and the skills most esoteric
to it, it now follows that the economic peculiarities of this industry
ought to be examined. For so vital a cog in the economic scheme of
things, the balance manufacturing industry is small indeed-95 percent
of analytical balances manufactured in the United States are pro-
duced by 4 small companies each employing between 50 and 60 workers.
Of this number, a large proportion must necessarily be highly skilled
and highly trained, and therefore, highly paid in accordance with the
happily high standards of living existing in the United States.

The rates of pay in the industry in the United States range from
$1.35 per hour to close to $3 per hour, and at Voland & Sons, Inc.,
average $1.90 per hour, which includes the wages of the porter,
shipping clerk, and virtual apprentices. This means that the labor
component instead of ranging between 20 and 331/ percent of the
product, as it does in most mass-production industries, runs in the
balance industry, from 50 to 60 percent. The natural result is that
the break-even point in such a manufacturing plant is extremely high,
and it is vitally necessary to operate at full employment to keep going.
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This is a very different situation from that faced by foreign balance

manufacturers. Balances manufactured abroad come mainly from
Germany, Italy, and Switzerland. The salaries paid to the opposite
numbers in Germany and Italy range from 25 cents to 75 cents per
hour, the latter being for top skill. In Switzerland, the range is some-
what higher, but far below the range of wages paid in the United
States. It is obvious, from these figures, that in spite of the tariff,
which incidentally, was reduced at Torquay in 1950 from 40 percent to
its present 30 percent, and in spite of shipping and handling costs,
foreign producers can readily and materially undersell manufacturers
of balances in the United States.

Advancing technology requires ever increasing speed and accuracy
of the scientific instruments on which it depends. Analytical balances,
along with other instruments must naturally keep pace with the ad-
vancina requirements. This means that research must be continuously
pursue and, in fact, the research components in the scientific instru-
ment industry exceeds the requirements of most industries. Research
requirements in the average industry in the United States are from
:3 to 4 percent of its production. In the scientific instrument industry
in general, it is 1 percent. In my own company, Voland & Sons, Inc.,
from 1947 through 1949, about 10 percent of our production dollars
were allocated to research and from 1950 through the first half of 1954,
during the development of a new balance required by industry, it has
been from 25 to 40 percent. It is now back to a normal 10 to 12 percent,
but this is a heavy burden for so small a business as ours to carry.

Through continuous and expensive research, manufacturers of ana-
lytical balances in the United States have not only kept abreast, but
in many instances lead the way in technological improvement, both
in the details of the balances themselves and in the methods of manu-
facture. But because of the complication of manufacture as enu-
merated above, and because of the large component of skilled labor,
there is no way, in spite of the finest imaginable know-how, that manu-
facturers in the United States can compete fairly in the selling price
of balances with European manufacturers, who can pay wages of
from one-eighth to one-third of those wages paid here in the United
States.

Up to about 4 years ago, the approximate maximum demand for
analytical balances in the United States in dollar value was about
$2 million annually. With the development of new and more compli-
cated instruments that sell at higher dollar prices, this volume has
now risen to somewhere between $2,500,000 and $3 million. Unfortu-
nately, balances are built too well, and are extremely durable. They
are pieces of capital equipment. My company has had the' experience
of being asked to repair balances that were shipped as long ago as
1898, and it is common to be asked to repair balances shipped between
1*905 and 1925. This would indicate that balances are not expendable
and the turnover is small. For that reason, it is not possible to stimu-
late greatly added demand so that the annual volume quoted above is
about the saturation point of annual demand.

Into this somewhat static dollar value of demand, imported balances
have been encroaching steadily as the following figures show:

59884-55-pt. 2-19
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1937 $45, 064 19 49 --...........- ------ $124, 455
1938 - 44, 008 19525 2 -------------------- 338,895
1948 ------------------------ 44,338 1954 ----------------------- 530,000

It will be seen that the dollar value of balances imported from
abroad during 1954, approximate 25 percent of the American market.
It does not take a profound deduction to determine that an intrusion
of foreign balances of this magnitude in the American market con.
stitutes a major threat to the continuance of the manufacture of bal-
ances in the United States.

Evidence of actual injury to United States manufacturers may be
judged in the fact that one of our competitors has informed me that
in 1954 their volume was off of their previous average by 35 percent.
In our own case, within the past few weeks, we have been forced to
lay off approximately one-sixth of our working force. We have now
learned that our two major competitors are now working with re-
duced staff.

Proponents of a completely free trade policy argue that in such
a case it should be possible for balance manufacturers in the United
States to turn their efforts to the manufacture of other products, and
allow the market for analytical balances to be taken over by imported
balances since the latter can be sold here more cheaply. It is argued
that United States manufacturers could reconvert to making balances
again in case of emergency. This argument would be pertinent if
it were possible to mothball the necessary skills required to manufac-
ture balances and reactivate them without delay in case of emergency
in the same way that the Navy can reactivate its mothballed ships.
The trouble with this argument is that you cannot mothball this type
of skill. Because of the requirements of touch and experience and
knowledge, its highest efficiency can only be achieved through con-
stant and continuous practice. Indeed, it has been our experience
that when one of our adjusters was laid up by a lengthy illness, his
efficiency was impaired for a considerable time after his return to
work.

It has further been said that if the manufacture of analytical bal-
ances was abandoned in the United States, and it was subsequently
necessary to produce analytical balances in this country in case of an
emergency, this could be done by any of the mass production indus-
tries who would have the know-how. This has been disproved in
actual practice. It has been tried. It has been demonstrated that
even when complete and detailed drawings were given to an instru-
ment or precision parts manufacturing plant, while they were able
to make the component parts, it was impossible for them to produce
an analytical balance to operate within the specified sensitivity and
accuracy required. In addition, even if it were possible to loan such
a plant qualified balance experts, it would still take many months
if not years, to design, make and acquire the specialized equipment,
tools and machinery that have been developed for over a half century
by balance manufacturers for the specific purposes required by ana-
lytical balances.

It has even been the experience of balance manufacturers that when
employing qualified skilled mechanics, specifically watchmakers and
instrument makers, these individuals, in spite of their training and
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skill, still require approximately 12 months additional training to be-
come reasonably qualified beammakers and/or balance adjusters.

The entire argument hinges on the fact of the essentiality of the
product, in this case analytical balances, and also other scientific in-
struments, and the skills peculiar to manufacturing them which can-
not be mothballed, and cannot be quickly trained. The essentiality of
analytical balances and other scientific tools is attested by scientists,
by the Department of Defense, by the War Mobilization Board, and
by studies made by the Department of Health, Education, and Welfa.re.
It is amazing that our whole enormous complicated economy is an in-
verted pyramid which stands on the point of so miniscule an industry
as analytical balances. These and a few other instruments are vital
cogs in our unprecedented system of production, and as mentioned
before, the products dependent on them range from atomic power
through guided missiles, air power, munitions, to the clothes we wear,
the food we eat, and the very containers, boxes, and fastenings in
which many of these things are packaged. It must be remembered
that if the entire balance industry were wiped out in the United
States, it would mean a transference of a maximum of $3 million in
exchange to go abroad at the expense of the safety, health, and welfare
of the United States. Nor, in that case, and under circumstances of
emergency, are we likely to have a wall behind which we can take
2 or more years to reconstitute such a vital industry in spite of its
small size.

Granted that it is necessary to expand foreign trade to whatever
extent will be of maximum benefit to world conditions. What then
must be done to pinpoint certain small but highly essential products
so that the facilities for manufacturing them will be preserved'.
Much thought has been given to this, and I should like to close this
statement with a constructive suggestion. A feasible solution would
appear to be the designation of a high-level group in Government to
determine the few items which are so essential to the entire economy
of the United States, that the manufacturing facilities to produce
them must be preserved against all emergencies. Having designated
these particular facilities to be preserved, the group should then have
the power to make sure that such a facility is kept in efficient opera-
tion. It must be made possible to keep teams of skilled workers to-
gether operating continuously at economic production levels. This
could be done through tariff, through quota, or through subsidy,
although this latter should be a last recourse because it is not con-
sistent with the American way and would be heartily disliked by the
producers who would be forced to take such subsidies. I respectfully
urge you, gentlemen, to consider this problem, not in the light of the
size of the industry which I am here representing, but in the light of the
enormous magnitude and importance of the problem to the whole wel-
fare and safety of our beloved Nation. Let us not risk the loss of our
incomparable United States for want of a very few and very small
horseshoe nails.

Senator LONG. Thank you, Mr. Jacobson.
(Whereupon at 12: 15 p. in., the committee adjourned, to reconvene

at 2 p. m. of the same day.)
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AFTERNOON SESSION

Senator LONG (presiding). Mr. Richard B. Tucker.

STATEMENT OF RICHARD B. TUCKER, PITTSBURGH PLATE GLASS
Co., PITTSBURGH, PA.

Mr. TUCKER. Mr. Chairman, I am Richard B. Tucker, vice presi-
dent of the Pittsburgh Plate Glass Co. with headquarters in Pitts-
burgh, Pa. Our company manufactures and distributes plate glass
and window glass. For over 40 years I have been associated with
the flat-glass business, and since 1944 I have been largely responsible
for the research, manufacturing, and distributing operations of our
company's glass division. This is our largest division; it has over
14,000 employees.

With your permission, Mr. Chairman, I shall present only abbrevi-
ated remarks, and request that my full statement be accepted for
consideration by the committee. I take it that you have already given
me that permission.

Senator LONG. That permission is given. And I might say I have
read your full statement already.

(The full statement of Richard B. Tucker follows:)

STATEMENT OF RICHARD B. TUCKER, VICE PRESIDENT, PITTSBURGH PLATE GLASS CO.,
PITTSBURGH, PA., ON H. R. 1

I am Richard B. Tucker, vice president of the Pittsburgh Plate Glass Co.
with headquarters in Pittsburgh, Pa. Our company manufactures and distributes
plate and window glass. For over 40 years I have been associated with the flat-
glass business and 26 of them have been spent with the Pittsburgh Plate Glass
Co. Since 1944 I have been largely responsible for the research, manufacturing,
and distributing operations of the company's glass division. This is one of
our largest divisions; it has over 14,000 employees. Including other divisions,
the company has 30,000 employees. It is owned by 16,500 shareholders.

With your permission, Mr. Chairman. I shall try to confine my oral remarks
to 10 minutes, and request that my full statement be accepted for consideration
by the committee.

OPPOSITION TO H. R. 1

The Pittsburgh Plate Glass Co. is opposed to H. R. 1 which proposes extension
of the Reciprocal Trade Agreements Act with delegation of new and added
tariff cutting powers to the President.

DESTRUCTIVE COMPETITION

Tariff duties on plate glass have been reduced by 662 percent from the
1930 Tariff Act levels. Window glass duties have been reduced by 621/2 percent
These reductions have been made effective in the face of the demonstrated
ability of the flat-glass industries in Belgium, England, Czechoslovakia, France,
Italy, Germany, and Japan to take over large sections of the American market
from time to time and at prices below the American cost of production. These
duties, in no sense, constitute any burden or limitation upon imports. A threat
to further reduce them is distinctly unsettling, and actual further reduction
woutd only add to the many competitive advantages already enjoyed by the
foreign industry.

For the full year 1953 imports of plate glass equaled approximately 28
percent of the total apparent American commercial market for such product
This import represents the substitution of foreign for American workmen of
not less than 1,130,000 man-hours. This competitive impact is directed again"
the cream of the markets in which we sell our best plate glass, leaving for U6
the skimmed milk.
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Window glass in 1953 was imported to the extent of approximately 10 percent
of the United States commercial market.

CONCENTRATED COMPETITION

We suffer also from the effects of imports concentrated against different
portions of the domestic market as such become fields for greater profit. This
shifting of concentrated competition is highly destructive of the regular market-
ing of commodities such as plate and window glass. It is particularly harmful
in the shifting from one type of flat glass to another. This occurs where heavy
sheet glass is substituted for plate glass, as in the case of the influx of foreign
glass to fill the southeastern market for jalousies, which has now spread through
the country.

The market for jalousies, thin strips of glass used in doors and windows,
has grown tremendously in the last several years. Starting originally in the
southeastern part of the United States, the demand has swept throughout the
entire country. American manufacturers, and particularly the Pittsburgh Plate
Glass Co., enjoyed a steadily increasing market. Suddenly, imports appeared
and have grown to the point where by far the larger part of the demand for
jalousie glass in the United States is no v supplied from abroad.

Thin glass was an important product of the American industry. This market
has been taken over almost 100 percent by foreign manufacturers. Micro and
(liver glass has been lost entirely to foreign producers. Substantially all of
the glass used for small mirrors, formerly a flourishing domestic business, is
low supplied front abroad. ()n quarter-inch plate glass, foreign inroads have
been extremely heavy to the point where domestic production has steadily lost
its relative market position.

COMPARArIVE W.GES

Average wages paid to glassworkers in plate glass and window glass plants
in the United States in 1)53 (also effective in 1954) amounted to approximately
$2.4:, per hour. The corresponding wage for workers in Belgium in 1953 was
45 cents I)er hour, iii England 41 cents per hour. in Gernany 38 cents per hour,
und in Fran.e 37 cents per hour. Actual figures for other countries are not avail-
able but they are known to be (onsiderably lower, particularly in Rumania,
Poland, Czechoslovakia, and Japan, where the rate is probably not more than
one-tenth of that paid in the United States.

Contrary to popular opinion, this is not like some loechanized industries. The
labor content in fiat-glass manufacture is at least 50 percent of the total produc-
tion cost.

It is in the labor cost of glass production that the foreign manufacturer
enjoys his greatest and most unfair advantage over the American producer.
To encourage further importation of flat glass by still lower tariffs is, in effect,
matching well-paid American employees against poorly paid foreign workers.
This is one major reason we vigorously oppose any further reduction of tariffs,
since the burden of additional imports would fall most heavily on the industry's
employees.

Within the past week, I have returned from a tour of several large industrial
plhnts in Spain and elsewhere in Europe. The skilled workers in Spain who
are producing glass that competes in the world markets with similar American
products are paid the equivalent of $1.71 per day, for a 10-hour day. Contrast
this with the $19.44 average paid to United States workers for an 8-hour day
in the same type of work.

How much do you suppose the value of international trade would increase
by the employment at that basis of pay of 100,000 more Spanish workers pro-
ducing for the American market? And what would become of the 100,000 dis-
placed American workers and their dependents? Do you imagine that these
Spanish workers earning $1.71 per (lay would become part of a growig world
market for American-produced automobiles, washing machines, electric re-
frigerators, or radios? That is what the foreign-trade theorists would have
us believe. Certainly unemployed American workers would not be able to sup-
port these industries. Their purchasing power will have been erndicated.

When high-wage jobs in American industries decline because of imports, and
low-wage jobs abroad are increased, certainly this is a guaranty that the world's
total purchasing power will be reduced.
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FOREIGN COMPETITORS SHOULD OBSERVE UNITED STATES MINIMUM WAGES

Here in America we have a Fair Labor Standards Act which requires a mini-
mum wage of 75 cents an hour. Yet, lower tariffs would surely have the effect of
bringing to the American market even more flat glass, manufactured by workers
who in many cases get less than half our 75 cents an hour minimum. Our own
company's glass workers receive much more than the required minimum-2.48
per hour was the average in 1953 and 1954, and this amount did not include
fringe benefits.

If further tariff reductions should be approved by the 84th Congress, despite
the unfortunate effects that would follow, such reductions should at the very
least be limited by including in H. R. 1 a minimum-wage requirement for foreign
producers who want to sell their goods in the American market. I believe this
principle has been forcefully brought to the attention of this committee, and I
want to indicate our hearty and energetic support of this type of amendment to
H. IL 1. I also know it would have a wide measure of support from other
industries.

Such a provision would help somewhat in equalizing the tremendous difference
in labor costs between domestic and foreign producers. Foreign manufacturers
would thus be urged within a given time to meet our United States minimum
wages, which certainly they should do before any further reduction of our already
low tariff stimulates them to export even more goods to us. Such an amend-
ment to H. R. I would help to bring about an increase in the foreign workers'
standard of living while at the same time protecting the living standards of
American employees, an objective which nearly everyone agrees is desirable.

TECHNOLOGICAL EQUIPMENT SIMILAR

Machinery and equipment used in all foreign countries is technically the equal,
and, in many cases, identical to that employed in the United States. The pro-
ductivity of foreign glass workers is approximately equal to that in the United
States. I wish you coul4 hear, as I did recently, the humming of the factories
in Western Germany. You can almost feel the surging rate of production and
you know that productivity is high and rising.

In addition to the great disparity in labor costs, the fixed expense of investment
capital is considerably lower than in the United States. In transportation,
foreign producers have a distinct advantage in shipping to the entire coastal
territory of the United States. You might well ask: Who under these circum-
stances would want to invest in American flat-glass production facilities?

Foreign producers have progressively narrowed the quality differential be-
tween their product and the American article. Laws requiring marking of coun-
try of origin are broadly interpreted and loosely applied administratively so that
the ultimate consumer frequently does not know whether he is getting an Ameri-
can or a foreign product.

INCREASE IN FOREIGN PRODUCTION CAPACITY

The flat-glass industry abroad is rapidly increasing productive facilities, and
twin grinding equipment (the very latest development in plate-glass production
and a European invention), is being installed. Western European countries
and Japan are already largely depending on export markets, and to the extent
that their production facilities are increased, the volume available and ear-
marked for export purposes will be greater. Why not export to the world at
large? The market in the United States cannot absorb additional quantities of
foreign made glass without serious disruption of our operations and consequent
unemployment among our workers.

Under existing conditions we can only conclude that cutting our already low
tariffs would mean the exporting of jobs and the importation of unemployment.

LOSS TO WORKERS AND COMMUNITY

These developments are viewed with growing alarm by the 14,000 glass workers
in the Pittsburgh Plate Glass Co. as well as by the many thousands of additional
workers in other units of the American industry and supplier companies depend.
ing upon sales of their products to us. Involved also, and very directly, is the
welfare of the many small communities in which glass plants represent the
principal source of employment and Income.
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The working men and women in this industry resent the ideas of being treated
as robots who may be transferred from one job to another to satisfy the theories
of foreign trade economists. They want no part in any program to trade off
their jobs to foreign workers and then compensate them by a dole. Many of
them have worked in the glass industry all their lives, and are temperamentally
and physically unfit except for the work they are now doing. As individuals they
have a right to a proper amount of protection against their displacement by
foreign workers using the same machinery on the same materials which they use
in their own operations, but who, for one reason or another, receive from A--
tenth to one-fourth of the wages, exclusive of fringe benefits, which they receive
in order to retain their position in the standard of living set up for American
workmen.

IMPORTANCE TO NATIONAL SECURITY

The fiat glass Industry of the United States is important to our national secu-
rity. Facilities for increasing the output of flat glass have recently been com-
pleted by one company and are still underway by our own company, all the per-
mits for the necessary construction involved being granted on an accelerated
amortization basis in recognition of the national defense importance. Plate
glass and window glass, as such, are important and critical products in and of
themselves. Their continued high level commercial sales are vital also to main-
tain a constant reservoir of highly trained workers with skills not readily avail-
able elsewhere, as well as the extensive research and development out of which
have grown products such as-(a) camera windows for military aircraft; (b)
gunsight reflectors; (c) bullet-resistant aircraft windows; (d) front surface
mirrors in optical projection devices; (e) radar scopes and mirrors; (f) wind
tunnel windows; (g) Air Force observation windows for control of guided
missiles; (h) fire and other control tower windows on aircraft carriers; (i)
special mapping tables requiring flat surfaces.

These and others are supplied to prime and subcontractors of the United States
Government.

The Army, Navy, and Air Force have definitely expressed the strategic char-
acter of our products.

It may be fairly stated that planes that can reach an altitude of 40,000 feet
are impossible without the tremendous strength and technical de-icing qualities
now built into our plain and curved plate glass. This is of keen interest not only
to our own Armed Forces, but also-with approval of the Department of
Defense--to our friendly allies in England and France.

DEFENSE ESSENTIALITY OF OPTICAL GLASS

Optical glass is a highly critical product of the Pittsburgh Plate Glass Co.
Here, as in the case of plate and window glass, the sale for commercial use creates
and maintains skills and facilities as well as supporting research and develop-
ment for highly essential defense materiel. Some forms of optical glass and
numerous types and kinds of products which utilize optical glass have been
included in the list of products to be considered for possible reduction in duty
in the pending negotiations for a reciprocal trade agreement with Japan. No
reason seems to exist for singling out this class of product especially in view
of its undoubted place as one of the extremely essential items in any defense
program.

The further proposal which would be given express approval in H. R. 1 to
trade away reduction in duties on this class of product to some unnamed and
unidentified third country or countries to build up the foreign trade of Japan,
seems incredible.

SCANT HOPE IN ESCAPE CLAUSE

H. R. 1 makes no reference to, and seemingly leaves in effect, the peril point
and escape clause provisions of existing law. Those provisions, however, offer
scant hope for relief to most affected domestic industries. Escape clause pro-
ceedings particularly, are not only time-consuming and expensive, but as admin-
istered by the Tariff Commission, results are highly uncertain. Even in those
cases where the Commission has found injury to exist and recommended increase
in duty or other import limitation to prevent such injury, the President has
usually refused to grant such relief. Since 1948, of 59 applications filed, relief
has been granted in only 5 cases. Women's fur felt hats (a) and hatters fur (b),
imported principally from Czechoslovakia, a Communist controlled country;
dried figs (c), Alsike clover seed (d), and watch movements (e).
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Utilizing his power the President apparently disregarded the definitely proved

injury and threat of injury to the American watch industry, and based his final

action largely on the defense essentiality of the industry. This seems to mean

that the President will exercise his power under the escape clause, not to save

an American industry from great injury or obliteration, but will take affirmative

action only if such industry makes something which is required in war. The
public clamor, both here and abroad, which has assailed this last remedial action
seems to bode ill for the chances of any other industry obtaining similar relief

under that law. For that reason we believe no further power should be given
to the President unless his limitations are clearly defined.

One such limitation which we strongly urge has been referred to earlier-
namely, requiring that foreign producers meet our United States minimum-wage
standard before they gain the benefits of any tariff reductions that may be
ordered.

The need for implementation and strengthening the escape clause provision
of the act is imperative. That need exists so long as present reductions in duty,
mostly untried or not fully tested, remain in effect. That need becomes greater
if consideration is to be given to further tariff reduction action.

For all the foregoing reasons, Pittsburgh Plate Glass Co. is opposed to enact-
ment of the bill, H. R. 1. Thank you for the courtesy of this hearing.

Mr. TUCKER. The Pittsburgh Plate Glass Co. is opposed to H. R. 1
which proposes extension of the Reciprocal Trade Agreements Act
with delegation of new and added tariff-cutting powers to the
President.

Tariff duties on plate glass have been reduced by 662/ percent from
the 1930 Tariff Act levels. Window-glass duties have been reduced
by 62 percent. These reductions have been made effective in the
face of the demonstrated ability of the flat-glass industries abroad to
take over large sections of the American market from time to time
and at prices below the American cost of production. Current duties,
in no sense, constitute any burden or limitation upon imports. A
threat to further reduce them is distinctly unsettling, and actual fur-
ther reduction would only add to the many competitive advantages
already enjoyed by the foreign industry.

This glass was an important product of the American industry.
This market has been taken over almost 100 percent by foreign manu-
facturers. Micro and cover glass has been lost entirely to foreign
producers. Substantially all of the glass used for small mirrors, for-
merly a flourishing domestic business, is now supplied from abroad.
On quarter-inch plate glass, foreign inroads have been extremely
heavy to the point where domestic production has steadily lost its
relative market position. These are but a few examples.

Average wages paid to giassworkers in plate-glass and window-
glass plants in the United States in 1953-also effective in 1954-
amounted to approximately $2.43 per hour. The corresponding wage
for workers in Belgium in 1953 was 45 cents per hour, in England 41
cents, in Germany 38 cents, and in France 37 cents per hour. Actual
figures for other countries are not available but they are known to be
considerably lower, particularly in Rumania, Poland, Czechoslovakia,
and Japan, where the rate is probably not more than one-tenth of that
paid in the United States.

Contrary to popular opinion, this is not like some mechanized in-
dustries. The labor content in flat-glass manufacture is over 50 per-
cent of the total production cost.

It is in the labor cost of glass production that the foreign manU-
facturer enjoys his greatest and most unfair advantage over the
American producer. To encourage further importation of flat glo
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by still lower tariffs is, in effect, matching well-paid American em-
ployees against poorly paid foreign workers.

This is one major reason we vigorously oppose any further reduc-
tion of tariffs, since the burden of additional imports would fall most
heavily on the industry's employees.

Within the past week, I have returned from a tour of several large
industrial plants in Spain and elsewhere in Europe. The skilled
workers in Spain who are producing glass that competes in the world
markets with similar American products are paid the equivalent of
$1.71 per day, for a 10-hour day. Contrast this with the $19.44 aver-
age paid to United States workers for an 8-hour day in the same
type of work.

How much do you suppose the value of international trade would
increase by the employment at that basis of pay of 100,000 more Span-
ish workers producing for the American market. And what would
become of the 100,000 displaced American workers and their
(Iependents?

When high-wage jobs in American industries decline because of
imports, and low-wage jobs abroad are increased, certainly this is a
guaranty that the world's total purchasingg power will be reduced.
In other words, it is the exporting of jobs and the importing of unem-
ployment. Also a subsidy to displaced workers is abhorrent to our
workers and is an un-American concept.

Here in America we have a Fair Labor Standards Act which re-
quires a minimum wage of 75 cents an hour. Yet, lower tariffs would
surely have the effect of bringing to the American market even more
flat, glass, manufactured by workers who in many cases get less than
half our 75 cents an hour minimum. This would be paralleled in
other industries.

If further tariff reductions should be approved by the 84th Con-
gress, despite the unfortunate effects that would follow, such reduc-
tions at least should be limited by including in H. R. 1 a minimum-
wage requirement for foreign producers who sell their goods in the
American market. I believe this principle has been forcefully brought
to the attention of this committee, and I want to indicate our hearty
and energetic support of this type of amendment to H. R. 1. I also
know it would have a wide measure of support from other industries
and from many labor unions.

Such a provision would help somewhat in equalizing the tremen-
dous difference in labor costs between domestic and foreign producers.
Foreign manufacturers would thus be urged within a. specified time
to meet our United States minimum wages. Such an amendment to
H. R. 1 would help to bring about an increase in the foreign workers'
standard of living while at the same time protecting the living stand-
ards of American employees.

Machinery and equipment used in all foreign countries is techni-
cally the equal and, in many cases, identical to that employed in the
United States. The productivity of foreign glassworkers is approxi-
mately equal to that in the United States.

I wish you could hear, as I did recently, the humming of the fac-
tories in Western Germany. You can almost feel the surging rate of
production, and you know that productivity is high and rising.

In addition to the great disparity in labor costs, the fixed expense
of investment capital is considerably lower than in the United States.
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In transportation, foreign producers have a distinct advantage in
shipping to the entire coastal territory of our country. You might
well ask: Who under these circumstances would want to invest in
American flat-glass production facilities?

The flat-glass industry of the United States is important to our
national security. Facilities for increasing the output of flat glass
have recently been completed by one domestic company and are still
underway by our own company, all the permits for the necessary
construction involved being granted on an accelerated amortization
basis in recognition of the national defense importance.

Plate and window glass, as such, are important and critical prod-
ucts in and of themselves. Their continued high-level commercial
sales are vital also to maintain a constant reservoir of highly trained
workers with skills not readily available elsewhere, as well as the
extensive research and development out of which have grown such
products as camera windows for military aircraft, gunsight reflectors,
bullet-resistant aircraft windows, front-surface mirrors in optical
projection devices, radar scopes and mirrors, wind-tunnel windows,
Air Force observation windows for control of guided missiles, fire and
other control-tower windows on aircraft carriers, special mapping
tables requiring flat surfaces.

These and others are supplied to prime and subcontractors of the
United States Government.

The Army, Navy, and Air Force have definitely expressed the
strategic character of our products.

It may be fairly stated that planes that can reach the altitude of
40,000 feet are impossible without the tremendous strength and tech-
nical de-icing qualities now built into our plain and curved plate
glass.

H. R. 1 makes no reference to, and seemingly leaves in effect, the
peril-point and escape-clause provisions of existing law. These pro-
visions, however, offer scant hope for relief to most affected domestic
industries. Escape-clause proceedings are not only time-consuming
and expensive, but as administered by the Tariff Commission, results
are highly uncertain.

Even in those cases where the Commission has found injury to
exist and recommended increase in duty or other import limitation
to prevent such injury, the President has usually refused to grant
such relief. Since 1948, of 59 applications filed, relief has been granted
in only 5 cases, the latest being watch movements.

Utilizing his power, the President apparently disregarded the defi-
nitely proved injury and threat of injury to the American watch
industry, and based his final action largely on the defense essentiality
of the industry. This seems to mean that the President will exercise
his power under the escape clause, not to save an American industry
from great injury or obliteration, but will take affirmative action only
if such industry makes something which is required in war.

The public clamor, both here and abroad, which has assailed this
last remedial action seems to bode ill for the chances of any other
industry obtaining similar relief under that law.

For that reason we believe no further power should be given to
the President unless his limitations are clearly defined.

The need for implementation and strengthening the escape-clause
provision of the act is imperative. That need exists so long as present
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reductions in duty, mostly untried or not fully tested, remain in
effect. That need becomes greater if consideration is to be given to
further tariff-reduction action.

For all the foregoing reasons, Pittsburgh Plate Glass Co. is opposed
to enactment of the bill, H. R. 1.

Thank you for the courtesy of this hearing.
Senator LONG. I might say that I believe that we have some pro-

duction in Louisiana of your product.
Mr. TUCKER. Not by our company, but our competitors, the Libbey-

Owens-Ford Glass in Shreveport.
Senator LONG. You mentioned something here on page 5 that does

particularly concern me. I have given considerable thought to it.
It would seem to me that it would be very desirable if we had some
provision in our tariff law that our tariff would at least in some degree
depend upon the wages that workers made in other countries, and
if we had something in our law to encourage other countries to give
labor a better pay.

Unfortunately in many countries often the price that the industries
charge for their.products has no relationship whatever to what their
laborers receive in wages.

If the workers received more pay, they would have more purchasing
power, and then they would buy more of the things we produce here
in America.

Mr. TUCKER. You are quite right, Senator. The great difficulty
with this situation is that the margin between cost and sales in Europe
is very wide, but that doesn't go into the pockets of the masses.

You have observed in your experience in Europe, the difference
between the top level and the bottom level is very great, and it be-
comes greater as you have greater activity in an industry.

Senator LONG. If we had some device to indicate to these European
countries, and even to Japan, that we would be willing to consider
a reduced tariff for them if they would raise their wages to their
workers, this would help raise the living standard and encourage them
to provide a better life for the masses of the people in their countries,
wouldn't it?

Mr. TUCKER. That is right. You know, you and I saw us get rid
of the sweatshop in the United States. And here we are going back
to competing with sweatshop labor in Europe and doing nothing
about it to protect the workers in the United States.

Senator MALONE. I might say to the distinguished Senator from
LOuisiana-

Senator LONG. Those are all the questions I have in mind, Senator
Malone.

Senator MALONE. Then I am glad to have the opportunity.
Under the policy that we have adopted of lowering our tariffs or

duties without regard to that differential of cost here and in the chief
competitive nation abroad, we have encouraged the nations abroad
to hold their labor down, and then they sell just under our price, just
whatever the traffic will bear, and take our markets, at a clear margin
of profit.

Now, under our 1930 Tariff Act-and I hate to keep going back to
that but it is still the law, if this is not extended-in each case, just
as Congress ordered the Tariff Commission to do and set the principle
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under which the Commission would operate, they determine that dif-
ferential of cost between this Nation and the chief competitive nation
on each product and recommend that to be the tariff.

So, then, the competitive nation cannot possibly profit by that
low-cost labor, because it comes in on our level of cost, which gives
our investors and our workers equal access to our markets. There is no
advantage, it gives them equal access also, under that principle, but
they are unable to profit from the low-cost labor.

I have said many times on the Senate floor-and I know that the
distinguished Senator from Louisiana and myself have had exchanges
on the floor-he has been very friendly to this whole idea-that if
they know the only way we are going to lower those tariffs is if their
costs rise, then they have no incentive to hold the labor down.

I would just as well give it to their labor, give the difference to
their labor, as to put it in the United States Treasury. And when we
do that, we increase their buying power.

Mr. TUCKER. That is right.
You might be interested in knowing this, Senator. Both the rates

on window and plate glass were established by an investigation of
the Tariff Commission, and they were reconfirmed in the Smoot-
Hawley bill.

So that the reductions that were made were made under the recip-
rocal trade treaty, which were carried through just exactly the period
you were discussing, you encourage the foreign manufacturers by that
reduction in duty to put the pressure on labor, the incentive for profit
is very great, and there is no incentive to increase the wages of their
labor under those circumstances.

Senator MALONE. Now, if we left the Tariff Commission just ex-
actly as it was under the 1930 act where we collect the difference, then
there is no incentive to hold the labor down, because it goes into the
United States Treasury instead of into their pockets.

Mr. TUCKER. It seems to me that is the only way that you are going
to maintain the American standard of living.

Senator MALONE. Then, as I understand you, you are against the
extension of the act.

Mr. TUCKER. Yes, sir. I wasn't in favor of its enactment. I will
go back as far as that.

Senator MALONE. And if the act is not extended, that is the first
move, to move back to the policy that would take the profit out of
low-cost foreign labor?

Mr. TUCKER. Precisely.
Senator MALONE. You understand, of course, that any agreements

already made will remain in full force and effect until the President
serves notice on the countries with which the agreements were made
for cancellation?

Mr. TUCKER. Yes; they have to be canceled, I understand. But if
they are not renewed, then paragraph 336 becomes effective again.

Senator MALONE. It becomes effective on rates of all products not
under a trade agreement. And if they are under a trade agreement
and the President serves a notice of cancellation, then they go ba,
to the Tariff Commission, and they go back on the same principle
laid down by Congress.

I know you have no doubt studied this, and if you haven't I thia*
it well for industrialists to study it. There is an organization called



TRADE AGREEMENTS EXTENSION UZI

the General Agreements on Tariffs and Trade at Geneva, commonly

known as GATr, and they are operating, although they have never

been approved by Congress-GATT has never even been submitted

to the Congress. The rates that have been established by GATT have
become effective.

The nations participating in GATT are waiting there now, it is

well known, for this extension of the Trade Agreements Act. Then
they will just go right ahead and reestablish and rearrange the rates,
as they wish, and we are bound, at least, we have been bound, by

whatever GATT comes up with.
Now, recently the Assembly of the United Nations passed a resolu-

tion to set up another great worldwide organization, presumably to

do about the same thing. They have not to my knowledge set down
any rules and regulations yet, but they are trying to get all the nations
in the world in it, with our markets in the pot, to do the same thing.
The purpose is to arrange another division-1 think the lirase has
often been used, "Entitlements for consuml)tion," on the basis of
l olulation-averaging the markets all over the world.

We have about the only market that would amount to anything,
so we are the only ones l)utting any money ini the pot, just like a
sucker poker gaine.

Also, the International Trade Organization was submitted to our
(ongress, and the ('ougress refused to accept it. Almost immediately
the State I)epartment or-;inized i what thawv called the International
Materials conference e that took it place and went right ahead and
functioned.

Now, those orgranizatious are lyiig iere hrl'ant, ready to go to
work the minute this thing is extended. If it is not extended, they
die on the vine, and you can't make any more trade agreements.

The President could, of course, use his judgment as to cancella-
tion. And then we are back to the basis of fair and reasonable com-
petition.

I understand that is all yot are asking for.
Mr. TUCKER. That is exactly it.
Senator MALONE. And we take the profit out of the sweatshop labor

of Europe and Africa.
Mr. TUCKER. That is l)recisely nuv point.
Senator M.oMNim. And if you take the profit out of it, the chances

are they would realize suddenly that the party is over, and let their
labor secure some of these benefits, and make a market in their own
country, which they do not have now to any extent.

Mr. TucKER. What they need is what you say, buying power so
that the masses can participate in the standards of American living,
those things that we look on as the necessities of life, which were
luxuries not too long ago.

But in Europe they haven't those things now.
Senator MALONE. In other words, they have no middle class such as

we do-and I am middle class-most of us are middle class, we have
never made enough money to be called wealthy, still we aren't quite
broke, and we live like everybody else. That is the way nearly every-
body lives.

Mr. TucKER. As I say, the differential between the top and bottom
there is very much greater than it is here. There is no gradation there.

Senator MALONE. Two or three times, once on the Senate floor and
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in addresses elsewhere, I have said that if Mr. Ford with his 26 plants
abroad and shipping his stuff back here, would suddenly wake up one
morning and do what his daddy did in Detroit and say, "You can't
buy these Fords at $3 a day but you can at $6 or $7," and say "That is
the wages," he might do those countries over there a great deal of good.
But there is no sign of it yet.

Mr. TUCKER. INot yet.
Senator MALONE. Now, as I understand your industry, it is not a

large industry, about 300,000 workers; is it still that large?
Mr. TuCKER. It isn't that large. The industry as a whole in the

United States is in the neighborhood of 75,000 workers.
Senator MALONE. I am sorry, I misunderstood you.
Mr. TucKER. I simply used the hypothetical figure of 300,000 de.

pendents, I think that is where the figure came from.
Senator MALONE. It is just one of a thousand industries that are part

of our economic structure. As long as Congress doesn't do anything
to- disturb you, and nobody hears much from you, you just go ahead,
everybody makes good wages, you sell your product, pay for the
groceries and go to church just like everybody in the United States,
and you are just a part of that great economic structure that made
the country great.

But when Congress does something that disturbs that industry,
then the whole area, the whole structure is disturbed; is that about it?

Mr. TUCKER. That is exactly it. And Congress also has the task
of raising the revenue to support the country with. When that money
is expended in the United States for the payment of wages and for
the normal earnings of corporate profits, the Federal Government
gets back a substantial amount of that turnover.

But it doesn't do that on the wages, these very small wages, that
are paid in Europe, nor does it do it on the corporate profits of the
companies in Europe.

Senator MALONE. That is absolutely true. We might find it a little
hard to raise-the money to pay their taxes with if we continue to dis-
turb the industry here; is that not right?

Mr. TUCKER. That is right. They might find the wells drying up.
Senator MALONE. It is happening now. You are a very fine wit-

ness; you are another breath of fresh air in this committee; you are
just an example of one of thousands of such industries. I hope some
people read this record that we are making. It hasn't become a very
widespread habit in the United States; we generally just look at the
TV and listen to the radio and read the special columns written and
say, "Well, it is too bad it is that way, but that is the way it is." But
if we would think this thing through and see where we are headed,
it seems to me that we would want to get back to a principle so that
industries like yours could go out and get additional capital if they
needed it, and tell the investors that they have every right to expect
that they will make interest on their money.

Now, we have had testimony here that the intent of the adminis-
tration of this act for 21 years has been that we are going to increase
foreign trade by some mysterious juggling of the duties, allowili
more imports in one sector of industry, and that that would automat
cally increase our exports in another sector of the industry. In some
way the whole world would benefit by whetting some economic or
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political disturbance in Europe, or rearranging our own industrial
map.

Now, do you think that Congress ought to give the power to the
Executive that he now has under the act to remake the industrial map,
or to disturb one industry and build up another, or to in his judg-
ment rearrange the economic structure of this Nation?

Mr. TUCKER. I very definitely do not. I think the peril point and
the escape clause should be amended so that industry does not have
to go into bankruptcy before it can appeal for relief.

Senator MALONE. Well, what you are trying to say is that if the
act is to be extended, you would want the peril point, which is set
by the Tariff Commission-and I think they have done a very good
job each time setting the tariff where it ought to be at the moment so
that industry won't be injured. It would be mandatory that they
have that duty when a trade agreement is made, and mandatory that
something be put in the trade agreement that would automatically
adjust itself for any difference in the price of their money that they
may change in terms of the dollar, or for any of their exchange
permits, or import permits that nullify the purposes of the act, and
that trade agreements be subject to automatic cancellation.

Mr. TUCKER. I am awfully glad to hear you say that, sir, because
there have been times in the last few years where a manipulation of
currencies has been just as difficult to face up to as the wide difference
in labor rates.

Senator MALONE. Of course, the tariffs are lowered by the manipu-
lation of currencies in terms of our money.

Mr. TUCKER. That is right.
Senator MALONE. And if it is a fixed tariff, not ad valorem, that

has cut the tariff in half?
Mr. TUCKER. And on ours it happens to be fixed rates. Our fixed

rates have dwindled to the point that they are an insignificant pro-
tection ; we have a protection around 12 to 13 percent on products that
are paying a wage rate that is 4 times the wage rate paid in the highest
labor market of Europe.

Senator MALONE. Labor is about 50 percent; is that right?
Mr. TUCKER. Labor is about 50 percent of the cost, and it is just

siple arithmetic to see
Senator MALONE. Now, the escape clause so far, the way it has

been operated, you have about the same chance of escape as you do to
escape from San Quentin?

Mr. TUCKER. You don't need to escape, you are finished.
Senator MALONE. You have already escaped.
Mr. TUCKER. Yes.
Senator MALONE. Then you would want in the escape clause some-

thing along this same line. It is mandatory for the President to take
whatever the Commission recommended, or have a decision subject
to the approval of Congress?

Mr. TUCKER. Yes. I have just a little different wording from that.
I realize that you can have an emergency that might arise where it

would be necessary for the President to act at that time. This isn't
very well said, but I think it stresses the thought that we are talking
about: If as a result of investigations in hearing at least one-half of
the Commissioners joining in any report under this section find that
the product on which concession has been granted is, as a result in
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whole or in part of the duty or the customs treatment reflecting such
concession, being imported in such increased quantities, either actual
or relative, as to cause a threatened serious injury to the domestic
industry producing like directly competitive products, such findings
shall be final and conclusive, and the President shall take action to
prevent or remedy such injury unless he determines that national
security requires that no such action be takenv-with that one provi-
sion-it is a little bit different from what we said-if the President
does not, within 60 days, give effect to the finding of the Tariff Com-
mission as above, he shall immediately submit a report to the Com-
mittee on Ways and Means of the House of Representatives and the
Committee on Finance of the Senate, stating the reason for his failure
to act.

Senator MALONE. Well, that would be getting at it. That would
only be one way out of it, and that would be so that it is mandatory
to act on the Tariff Commission's findings. They are fully equipped to
determine these points at which and below which industry would be
injured, that would have to be mandatory.

Now, if we get into that, we have changed the whole concept of this
bill in the first place.

In other words, the concept of it, and all the publicity and every-
thing else, is allowing the Executive to rearrange the structure.

Now, if you are not going to allow him to rearrange it, there is no
reason for extension of the act, then it should be allowed to expire on
June 12. That would be the first move to get back on a sound basis of
fair and reasonable competition, wouldn't it?

Mr. TUCKER. That is my first recommendation; yes, sir.
Senator MALONE. I think that if industries in this country, all of

them, knew exactly what Congress was doing in this regard they prob-
ably would do it, if they knew the full iniport of this, they would come
ii and speak their minds and they would get further.

But for 21 years-and that is a long time-they have just about had
their backs broken and their spirits broken in the fight. But the fight
still goes on.

I just want you to know that. I think you have made a fine witness.
Mr. Chairman, that is all.
Senator MILLIKIN. Are you assuming that the Reciprocal Trade

Agreement will be continued, or abandoned ?
Mr. TUCKER. I would like to see it discontinued, Senator.
Senator MILLIKIN. Assuming now for the moment that it will be

continued, how would you like to see it improved?
Mr. TuCKEi. I would like to see it improved in two particulars.

One, by the clarification of the peril point and escape clause which
we have just discussed; the other, by the introduction of a fair labor
trade act-and I understand an anmendment has been offered to this
effect-that at least the countries that enjoy the benefit of the rate
established under reciprocal trade treaties, pay a rate equivalent to the
minimum rate that is paid in the United States, in other words, 75
cents an hour. It doesn't correct the situation, but it moves in the direc-
I ion of correcting this situation.

I think, as we said a little while ago, sir, that what were doing no
is going back to compelling American industry to compete wiith
sweatshop wages, which is wIat we labored so hard to rid this couR"
try of not too many years ago.
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Senator MILLIKIN. If we follow the provisions of the present law
or the proposed bill and have good faith enforcement of the non-
injury clause, that would correct it, wouldn't it

Mr. TUCKER. I think that helps a lot, it goes a long way to correct
the condition. I think if you have the right to go to the tariff Com-
mission and have the facts established, and have those facts acted upon
within a reasonable time, then I think it goes a long way to correct
that condition.

Senator MILLIKIN. The Congress, if it doesn't agree with the Presi-
dent, may act on its own initiative, do you understand that?

Mri. TTCKER. I (1o not understand that.
Senator MILLIKIN. That is the situation all the time. If the Con-

gress, for whatever reason, does not agree with the decision of the
]'resident not to abide by the Tariff Commission finding, Congress at
any time has the powel to say, "Mr. President, we do not agree with
you on that," and make legislation on it.

Mr. TIUCKER. I thought that wits delegated.
Senator MILLIKEN. You can't delegate constitutional power, you can

delegate the administration.
So I suggest that the real question before us, and that is on my as-

sumptioli that the trade agreement system will be continued and
therefore the practical problem before us is, how do you want it con-
t imied, with what amenlieits

Mr. TUCKER. The practical way I would like to e- it continued,
sir, is just what we have (liscusse(.

I would like to sec it coit iiued on the basis of the clarification of the
peril l)oint and the escape clause. And if it is possible, I would
like to see some requirement on the minimum wages in the treaties to
countries that are going to ijoy the benefit of the lower rates.

Senator AlILLIKIN. I would like to suggest to you that I think this
has a lot of difficulties in it, because it is a more or less direct inter-
ference with the economies of other nations. If we confine ourselves
to what comes here and see that what comes here does not injure our
own industries have we not accomplished what we want

Mr. TUCKER. Yes, I agree, if we can get action on that, I think
relief is possible. As I say, for 21 years it has been practically, ut-
terly impossible to get relief under the peril point and escape clause
as it has been administered.

Senator MILLIKIN. Well, if that is protected and is improved, it
will do the business, won't it?

Mr. TUCKER. Yes, sir, I think it will.
Senator MILLIKIN. And if we can't have this in force, passing,

something new won't enforce it either, will it?
Mr. TUCKER. I am afraid that is correct.
Senator MILLIKIN. Thank you very much.
Senator BENNETT. I just want to express a word of greeting to my

old friend, 'Mr. Tucker.
I am sorry I wasn't able to get here to hear your testimony.
Mr. TUCKER. I am sure, Senator Bennett, that you have heard me

many times on this very same subject.
Senator MILIaKIN. Thank you very much.
The chairman has asked me to sublnit for the record a statement of

the Pittsburgh Optical Workers Union, AFL, Local No. 18820.
59884-55-pt. 2-20
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(The statement referred to follows:)

STATEMENT FROM THE PITTSBURGH OPTICAL WORKERS UNION, LOCAL No. 18820,
AMERICAN FEDERATION OF LABOR, PITTSBURGH, PA., ON THE TRADE AGREEmENTS
EXTENSION ACT OF 1955 (H. R. 1)
The officers and members of this union, representing over 200 employees in

the optical industry in Pittsburgh, Pa., appeal to your committee to recommend
amendments to H. R. 1, which will prevent the destruction of our jobs and
livelihood by the present method of administering the reciprocity provisions of
the Tariff Act of 1930.

The employment conditions in the optical industry today have become so
destructive in recent years, due to this favoritism granted the cheap imported
optical goods, that the manufacturers stated to the Committee on Reciprocity
Information, before the Committee on Ways and Means before the House ofRepresentatives, "The points made herein, and the facts shown in our more
comprehensive brief, we feel conclusively that if we are allowed to survive and
to supply employment to American workers who are totally dependent on the
optical industry, no further reductions can be made in our existing rate of duty."

Regardless of the obstacles placed before the employers by the favoritism shownto cheap imported optical goods by our officials in control of the trade agreements
program, the wage rates and working conditions under which the optical industry
is operated constitute some of the best in the optical industry. These wages,
rates, and working conditions established through collective bargaining between
the employers and the various unions of employees, cannot be maintained if theimportation of cheap foreign products is continued. This favoritism to imported
optical goods is actually exporting our jobs to the foreign countries. Our mem-bers and their families represent a group who are trying to be real Americans.
They are a credit to our community. We have always given full support and
cooperation to our Government. Several of our members gave their lives inaction in World War I and World War II. Many of our members have worked
for years in the optical industry and there is no future for them if the industry
is destroyed by foreign imports.

Our local belongs to the Optical Workers Conference, affiliated with the Ameri-
can Federation of Labor, of which we have continued contact with each local
of every State in the optical field. During the past 2 years many of the localshave been cut in half due to layoffs in the optical field, due mainly to foreign
imports. In Rochester, N. Y., alone, out of 900 membership only 400 are on the
active payroll to date, due chiefly to foreign imports; their firm has shut down
their microscope production altogether, due to foreign imports; the company
states they cannot compete with such competition, and cannot even begin to make
microscopes for what they are being sold for by foreign competition.

We respectfully submit, therefore, that the proposed bill, insofar as it inade-quately safeguards strategic-defense industries in this country, constitutes a gap
in our national security, an Achilles heel in our defense-mobilization planning.
There exist within these strategic industries, and particularly within the scien-tifi' optical instruments industry, uniquely critical skills, highly essential todefense production, and the product of unusually long training time. These
skills cannot be stockpiled in a manner similar to critical materials, but must
be maintained in constant use in order to be available as a base from which
expanded wartime production can be rapidly and efficiently launched. If theseunusual skills are dispersed or allowed to atrophy through disuse, they will be
lost and can be recreated only with a costly loss of time.

Provisions must be made to identify these uniquely critical skills and to estab-
lish the minimum levels at which they should be maintained for wartime expan-sion. If the strategic industries employing these unusually critical skills are
allowed to suffer serious injury, such as suggested under the escape-clause provi-
sions, before action is taken to preserve them, the damage has already been done,
and our national security already put in jeopardy.

Recently the domestic manufacturers have furnished the Scientific Apparatus
Makers Association with their production figures solely for the use of the Gov-ernment. They are set forth below, showing that from 1947 to 1953 imported
microscopes rose from I to 43 percent of the United States market. So you can
clearly see why many of our people in the Optical industry today are unemployed,
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Imports versus United States con8umption

Total United Share of im-
Year Imports (units) States sales ports of United

(units) States market

Percent
1947 ----------------------------------------------------- 291 28,271 1.0
1948 ----------------------------------------------------- 827 23,562 3.5
1949 ----------------------------------------------------- 2,651 14,259 18.6
1950 ----------------------------------------------------- 5,992 18,285 32.7
1951 ----------------------------------------------------- 8,416 19,225 43.7
1952 ----------------------------------------------------- 7,136 16,121 44.2
1953 ---------------------------------------------------- 7,070 16,166 43.7

Recognition of these basic facts is essential in appraising the degree of injury
which can result from loss of the domestic market to foreign imports, just as
they must be faced in projecting expansion of production in the event of emer-
gency. Complete or e~en substantial exclusion (if domestic instrument makers
from the domestic market for basic optical instruments simply means a corre-
sponding destruction of optical skilLs. To this extent the problem of maintain-
ing a scientific optical industry is truly unique. It is the critical loss of human
skills which must be faced in weighing national security loss against the expan-
sion of international trade. Standby production facilities, essential tools, and
raw materials may be stockpiled for use in a future emergency, and in most
instances essential workers can be quickly shifted to wartime employment. That
cannot be done in the scientific optical industry. Unless skills are used, they
are lost. And the only occupation in which they can be used is active employ-

rent in the optical industry. If an effective scientific optical industry will be
needed in the event of a future crisis, it must be provided for now. It is a prob-
leni of national security. Policies must be adopted now to assure existence of
a dependable scientific optical industry in this long-range program of national
defense. We ask that no changes be made at this time in existing rates of duty
affecting the scientific optical industry.

The solution, we believe, is to create within the executive branch a Board of
('abinet officers to be appointed by the President, responsible by law to investigate
and to determine whether a particular industry or segment thereof is so in-
dispensable to national defense as to require safeguards for the preservation of
its essential human skills. ALso to authorize the President, upon recommenda-
tion of the Board, to take such action including appropriate placement of Gov-
ernment contracts, development or research projects, regulating imports of
scientific instruments, encouragement of employee training programs extensively
as may be necessary to preserve such industries for national defense and public
health.

We respectfully bring these facts to the attention of the members of your
committee, trusting you will understand we are desperately fighting to retain the
jobs upon which depend the welfare, health, and the very lives of the employees
of the optical industry, and of the members of their families.

Respectfully submitted.
ROBERT PAUL BITTER, President.
DAVID SPINDLER, Secretary.

STATEMENT OF JOSEPH M. WELLS, UNITED STATES POTTERS
ASSOCIATION, EAST LIVERPOOL, OHIO

Mr. WELLS. My brief is presented, Mr. Chairman, on b-half of The
United States Potters Association of East Liverpool, Ohio. And I
am Joseph M. Wells, secretary-treasurer of The Homer Laughlin
China Co., Newell, W. Va.

In my appearance before the Ways and Means Committee, I pre-
sented figures, collected from the members of our association, show-
ing a decrease of 30 percent in production and 35 percent in hours of
work in the pottery industry from 1947 to 1953; also a decrease in
earnings of more than 90 percent, with more than half of the 23 com-
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pamies producing 85 percent of all earthenware tableware showing an
actual loss in their 1953 operations. Total earnings for the 23 com-
panies in 1953 being $255,815 after taxes, on sales of $53,500,000, or
just about one-half of 1 percent. Now we have the 1954 figures for
these same companies showing an overall loss of $1,108,000 after taxes,
on sales of $48,300,000. Total wages paid were down 15 percent from
1953. I understand in that connection when Mr. Hoffman was before
you the other day and was asked by the other members of your com-
mittee how the pottery industry was doing, that he made the state-
mnent that it was prospering, doing fine, making money, and doing all
right, which is quite typical of Mr. Hoffman's general statement show-
ing complete lack of knowledge, if not a lack of consideration for
the truth. There we have the story that these companies showed a
total loss for all companies $1,108,000 in 1954.

Senator MUILLIKIN. Were any of them profitable?
Mr. WELLS. Yes, of course, there were some that were profitable.
Senator MILLIKIN. In terms of the number of outfits in business,

did most of them make money?
Mr. WELLS. Of the 23 there were 4 that showed a profit.
Senator MmLLImxKI. The rest either broke even or lost?
Mr. WELLS. Nineteen of them showed a loss.
The seriousness of our plight becomes doubly impressive when it

i realized these losses in production, earnings, and work opportuni-
ties occurred during one of the most generally prosperous periods in
tlie history of our country; and, when more new homes were built than
ever before in the same length of time.

Also I presented Department of Commerce figures showing imports
of earthenware tableware during those same years, 1947 to 1953, in-
creased over 300 percent and imports of china tableware jumped more
than 700 percent. Here too the trend has continued through 1954-
upward. In the face of those figures, can any sane person deny we
are being seriously injured by imports?

What is particularly bad about this depressing situation, is that by
far the largest volume of these increasing imports are still subject
to the original tariff rates of the Smoot-Hawley Act. Since Japan
has for many years been the chief exporter, the tariffs on only certain
types of both china and earthenware were reduced in the English
and French trade treaties. Yet, in spite of the fact that Japan bene-
fits practically not at all from the reductions in those treaties, more
than 80 percent of the increase in both classes of tableware impor-
tations in the last 6 years has come from Japan.

If you will review my statement and the attached tables presented
to the Ways and Means Committee, it will be quite obvious that,
unless our industry obtains more protection than afforded by pres-
ent tariff rates, we will be washed entirely out of the picture just as
soon as Japan is able to build up her production to take care of the
entire American market.

In spite of its pious protestations to the contrary, we feel reason-
ably certain the present administration, with its strong democratic
allies, will prove conclusively that its objective is just that-to destroy
the American pottery industry and its 30,000 employees-by grant-
ing further reductions in tariff rates on china and earthenware in the
forthcoming Japanese treaty.
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If, through some miracle, our omniscient State Department should
Consider the American potter of equal importance to his Japanese
counterpart, and refuse to lower tariffs in the Japanese treaty, then
the ax will fall on us just as fatally through the provisions of H. R. 1.

We maintain the whole reciprocal trade treaty program has been
a complete failure from the start. We were told, when the first act
was before Congress and each time it has come up for renewal, that
it would accomplish five things-an increase in exports, stop the
spread of communism, improve our relations with the other nations
of the free world, improve living standards abroad, and decrease the
cost of living in the United States.

I have yet to hear a flat statement from any of our exporting in-
dustries that their foreign sales have iml)roved, due to concessions
aralited us in any trade treaty. There have been nlany statements
that foreign business is much more difficult than ever before, due to the
many kinds of import restrictions set up by foreign countries since
our reciprocal trade program started.

There certainly can be no question that commnuisin is stronger to-
day than ever before throughout the world, and notably in Western
Europe.

,Inst as certainly the United State, is less popular among the )opiu -

lation of the other free countries of the world than at any time in the
past.

The fantastic notion that lowering our tariffs would improve foreign
living standards was thoroughly exploded by the evidence presented
by Mr. Gwilvm Price of Westinghouse Electric before the Ways and
Means Committee. The study made by his company, showing present
wage rates in all the countries of Western Europe, were a substantial
percentage less of American rates than in 1938.

That is right in line with your discussion, Senator, with Mr. Tucker.
Actually what has happened ill this programs of ours, of giving other
countriess access to our markets with no restriction, is that instead of
liftillg standards over there, they have reduced them, and the differ-
once in wage rates has become greater. TleN" covered all countries,
:ind the difference is greater than it was in 198i.

Senator MALONE. You agree that under the system we now have of
lowering our duties, we give them the opportunity of holding their
wage rates down and taking the difference in as profit, between the
low wages and tile price that the traffic will bear.

Mr. WELLS. That is exactly what has happened.
Senator MALONE. Whereas if we set the duty on the basis of fair

and reasonable competition, we will be putting the difference between
our high labor and other costs here and theirs in the United States
Trea.sury, and after they see that that is our definite policy-which it
was under the 1930 Tariff Act-then there would be no incentive to
hold them down, and they might, just as well let them go up and take
that part of what they had originally taken as profit and pay it in
wages. And then it would go into wages instead of into the United
States Treasury, where we don't want it to go anyway, all we want
to do is protect our own workers. And if the foreign workers get it,
it would create a market of their own.

Mr. WELLS. Yes, sir. It would not. only create a market of their
own, but increase the market for American exports.
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Senator MALONE. I have made that point on the Senate floor prob-
ably 20 times in the last 8 years.

Mr. WELLS. It is certainly an obvious one.
As for lower prices for the American consumer, we find in china-

ware, that in spite of substantial decreases in tariff rates in the English
and French treaties, there was no reduction in the retail prices of
imported dinner sets-obviously, the difference going, as you indi-
cated, to the owner of the plants in foreign countries. Why should
there be, when they could thoroughly undersell the American product
under the original rates? Many other industries have reported this
identical experience.

Against this record of failure of any of the benefits promised the
United States as a result of the reduction in tariffs program, we have
the huge increase in imports of competitive merchandise and the
reduction in production and employment in dozens of our industries
who simply cannot meet this competition from the low-wage foreign
countries.

Senator MALONE. We seem to think we are dealing with neophytes
in trade. But probably some of the sharpest traders in the world
are in those foreign countries. They know how to take exactly the
difference that our market will bear and undersell you people, and
just how to hold the wages down and make a profit, and our own
American know-how to do that is over there, and they are on their
way now.

Mr. WELLS. There may have been some, but I know of no instance
where the price of an article in the United States decreased as a result
of the decreased duties that we granted the importers of that product.

Senator MALONE. There have been instances of this, that they will
lower the price until our people go out of business or get so weakened
that they cannot compete. And then it is like a gasoline war in the
old days, when the weak one goes out of business, then the other one
gets the raised price.

Mr. WELLS. That is a typical example.
As an indication of what has happened and is happening to one

branch of our industry, we would refer you to the testimony before
the Ways and Means Committee of J. J. Stein, representing the
California pottery industries. Unfortunately, he could not be present
here at this hearing.

Senator MALONE. What did he say about those industries?
Mr. WELLS. Out of six-hundred- odd potters operating in that State

in 1946, only 200 were still in business at the end of 1954.
Senator ILLONE. I want to interject, since you brought Mr. Hoff-

man's name in, and say that under questioning by me he said that the
pottery industry was in good shape. He said it was not in Ohio, he
knew that, he changed it to California. He said California potters
were prosperous. You will find that in the record.

Mr. WELLS. There are a number of potteries making dinnerware,
they have been reasonably busy, they have developed particular types
of decorations that have been popular. But they are now having
those particular types of decorations upon which they built their
business, started their pottery, copied line by line by the Japanese
at prices that are so far below their costs there is no comparison. And
as a result of that, they are showing substantial unemployment.
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Senator BENNTrT. Mr. Wells, did you bring any samples? Do you
have anything that you could show us?

Mr. WELis. No; but Mr. Torbert, who is following me on the stand,
has samples which prove this point, and he will be glad to show them
to you.

Senator MALONE. The Senator from Utah questioned Mr. Hoffman
about that, and asked him how long it would take the Japanese people
to copy these designs that they had developed themselves and then
compete in that same field. Do you know how long it takes?

Mr. WELLS. It takes a very short period. We have had instances
where a particular design has been copied in a period of 3 months
after it had appeared on the counters of our department stores. Nor-
mally it takes about 6 months, but now there are lots of copies appear-
ing within 3 months.

But referring to Mr. Stein's testimony regarding the art patterns in
California, out of 600 art potteries operating in that State in 1946,
only 200 were still in business at the end of 1954. Employment had
declined from 6,000 to 2,500. During the same period, imports-that
is, art imports of all kind in ceramics-of this class of ware, increased
from practically nothing to $25 million landed value in 1954. Please
note that 95 percent of this artware came from Japan and paid the
full 1930 duty.

Probably the most preposterous statement made by the proponents
of this bill is that the increase in exports that will result from the in-
creased imports will mean greater overall employment in the United
States. Nothing could be further from the truth.

Let us take a concrete example, which, incidentally, is one thing the
proponents never do. A thousand dollars worth, foreign value, of
chinaware is imported, and we balance this with the export of a thou-
sand dollars worth, American value, of cigarettes. The thousand dol-
lars worth of china costs the merchant just about $2,000 delivered
in his store. Suppose this displaces only $2,000 worth, landed value,
of American-made china. If made in a United States pottery, more
than $1,200 would have been paid labor in the production of this re-
placement. In the production of the exported cigarettes, balancing
this china import, labor would have received just about $100. So on
this export-import trade that appears on the Treasury's books as an
even $1,000 deal, American labor loses $1,100.

This same thing is true to greater or lesser degree whenever we com-
pare the labor content in any balance of exports and imports. The
first reason for this is the Treasury's use of the foreign value of im-
ports against the American value of exports, which develops the
so-called dollar gap. These figures give a completely distorted pic-
ture of the value, in hours of work and payrolls, of the American
commodities displaced by the imports. And those are surely the real
yardsticks, hours of work and payrolls, to measure the comparative
value of exports and imports.

The second reason is, of course, the wide difference in the pro-
portion of labor cost between our exports and the commodities dis-
placed by imports. The labor cost in the production of chinaware
is more than 65 percent of total cost. In cigarettes it is about 10
perCent. In automobile and farm machinery it is about 23 percent.
n heavy electrical equipment for the home, washing machines, refrig-

erators, and so forth, it is not over 25 percent.
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Obviously, the high labor content of their products is the reason
the pottery industry, and many others, are steadily losing out to their
foreign competitors, whose labor rates are from one-third to one-tenth
of ours.

Our State Department, which seems to have completely usurped
the constitutional powers of Congress to establish tariff rates, has
already lowered duties by more than 70 percent in the various trade
treaties. And let me emphasize, as was mentioned in your discussion
with Mr. Tucker, that actual duties have been further and very sub-
stantially reduced by currency devaluation in many of the important
trading countries, since the trade treaty rates were established. So
that, as far as I know, there is not a single commodity on the dutiable
list today that is not being imported and sold at less than the price for
the comparable product manufactured in the United States. I am
sure that if there was such an article, it would have been spotlighted
by the proponents.

As a matter of fact, in spite of the continual use of the term "pro-
hibitive" to describe the tariff rates of the 1930 act, we have yet to
find a single American industry, with foreign competition, that was not
being undersold by imports before any rates were lowered by the trade
treaties. Nor have we ever heard a single commodity mentioned by
the free traders that carried a duty under the 1930 act so high that
the American producer had a monopoly in our market.

It becomes less and less comprehensible to us, just why it is so vitally
necessary to our foreign policy that industries in other countries pro-
ducing pottery, glass, textiles, gloves, lace and many other commodities
should expand and prosper at the direct expense of the corresponding
industries and their employees in our own country. That such a con-
dition exists at present, and is getting steadily worse, was proved by
reams and reams of testimony before the Ways and Means Committee
by representatives of both labor and management from industry after
industry. Yet, in spite of the President's statement:

This objective of increased foreign trade must not ignore the legitimate safe-
guarding of domestic industries, agriculture, and labor standards-
and the one from the Randall Commission-
American labor should not be subjected to unfair competition as a part of any
program to expand our foreign trade-
the State Department goes blithely ahead demanding the right to
further reduce American employment and American wages, without
the remotest chance of getting a single thing of comparable value in
return.

It is going to become painfully evident, gentlemen, in much less than
the 3-year term of this act, that the real critical need of the economy
of our country is an increase in tariff protection-to save our small but
important industries from extinction and to maintain production and
employment in our large industries.

Thank you.
Senator MILLIKIN. Have you proposed any improvement of the

present system of so-called reciprocal trade ?
Mr. WELLS. We have joined with other industries, Senator Millikit,

in urging a change in the escape clause and the peril point that would
make it finally the responsibility of Congress, where we believe it
belongs, to justify any recommendation that was made by the Tariff
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Commission, and that the executive department should not come into
the picture, and it was quite evident that the writers of the Constitu-
tion had no intention that it ever should. We believe, too, like Mr.
Tucker, that it would be fine, although highly improbable-and we
(an see all the difficulties-if reductions in tariff should be dependent
upon an improvement in wages and living standards abroad. We
believe, too, that each industry, where a reduction in tariff is con-
templated, should have an individual hearing, that there should be no
across-the-board reductions of tariff as contemplated in H. R. 1. We
believe that section 336 of the 1930 act should be emphasized in any
extension of the act. We hope, of course, that there will be no exten-
sion, because we think it has been proven entirely futile insofar as
achieving the original objectives of the act. If, however, the act is
exteniled there should be included, or emphasized, as an amendment to
tlie 193() act a provision whereby the establishment of a tariff should
depend upon the differene in the cost of production, and that the
Tariff Conunission should, upon l)etition, be required to determine
the difference in cost between the American production and the foreign
production. -4

We believe there should be some criterion established before any
reduction in duty is put into effect or agreed to in any negotiation, that
the imported article is not selling in the American market at less than
the cost of production of the comparable American article-now, not
the price of the comparable American article, but the cost of produc-
tion, the retail price in this country of an imported similar article
should not be less than the factory cost.

Senator MILLIKIN. The end l)oint is that you shall not be injured
by unfair competition.

Mr. WELLS. That is the net effect of it, which is happening to us,
and which is very serious.

Senator MILLIKIN. If that part of the act were remedied, then you
would be satisfied?

Mr. WELLS. Yes, if there was an actual remedy of that kind, cer-
tainly. We have no fear, Mr. Chairman, of any competition on a
similar price basis of the products that come in from any country.
We believe that we can design and produce better-looking dishes than
can be produced in foreign countries, if the cost is similar. We believe
that we will get the market.

Senator MILLIKIN. Thank you very much.
Senator MALONE. I have been very much interested in your testi-

mony, because I have been familiar with the plight of your industry
for some years. And I have used it in addresses and debates on the
Senate floor. So it came somewhat as a shock to me to find out that
you were all making money.

Mr. WELLS. It did to us, too.
Senator MALONE. But now I am back on the beam, and find that I

am right in the first place. I only used you as an example because, in
mny humble opinion, there are several thousand products right now that
are either actually on the way out or threatened.

Now, under the 1930 act there was a definite remedy; if the tariffs
were set too high, there was a remedy. Congress made the Tariff
Commission an agent of theirs and gave them a definite principle upon
which to operate, which was the difference in the cost of production of
an article, a like article here and abroad in the chief competing nation.
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There was no such a thing as taking in some vague unknown factors
such as trying to pacify certain sectors of the industry in this country,
or political factions in foreign nations, nothing like that could be taken
into consideration-Congress, of course, if it saw fit to do it, could take
it up, but its agent could not. Now, we have given the President
that latitude. Do you see any likelihood of any change being made,
considering the 21-year history of that act, the way it has worked,
unless there should be an amendment to this act that would make the
action of the Tariff Commission mandatory under its provisions or
subject to approval by Congress ?

Mr. WELLS. I certainly see no indications that the administration
intends to act any differently than they have in the past.

Senator MALONE. Any differently than the other administrations.
Mr. WELLS. That is right.
Senator MALONE. And now, I sincerely believe that when the Presi-

dent wrote his letter to Mr. Joe Martin, the minority leader of the
House, that lie believed what he said in the letter, and that he would
not knowingly do that, injure an industry, but they are injured now
and he doesn't know it. That is a prima facie case. So that no Presi-
dent, no individual, is going to be able to follow these things through,
especially as long as you have in your State Department and several
other departments the second and third echelons of people who are
exactly the same people who brought this about in the first place. And
that is true beyond any peradventure of a doubt.

Mr. WELLS. That is right.
Senator MALONE. Now, you understand that if we extended this

act, all of these trick organizations, like the General Agreement on
Trade and Tariffs, unless it comes before the Congress and is turned
down-and even then some organization would go on, because we have
had that history-the International Trade Organization came here,
it was turned down, and the International Materials Conference was
organized almost immediately by the State Department, and pro-
ceeded to do the same thing. In other words, these trick organizations
can spring up all over the landscape. The General Assembly of the
United Nations recently has passed a resolution to create the World
Trade Organization, that can take the place of GATT, if GATT
should go by the wayside if and when it comes before the Congres.

But if we extend this act the ground is fertile for these organiza-
tions. There is nothing to keep them from springing up and going
ahead, is there, on the basis of the act?

Mr. WELLS. Particularly in view of the attitude of the State
Dep artnent.

&enator MALONE. Now, if it is not extended, all of these trick or-
ganizations fall on their faces, do they not, because our markets are
no longer popular, if it goes back to the 1930 act?

Mr. WELLS. Yes. But, of course, unfortunately all of the trade
agreements that have been negotiated and approved and entered into,
the rates in those treaties will continue to be in effect whether this
act is renewed or whether it isn't.

Senator MALONE. You are exactly right. I was coming to that
But I have confidence in our President, and if this act is not renewed,
it will be an indication on the part of Congress that it is not working
out, and he would issue an order at the proper time, or a request, to the
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countries, with which these trade agreements have been made, to
cancel these agreements. At any rate, the first move is to let this act
lapse, isn't it?

Mr. WELLS. That is our strong belief.
Senator MALONE. Then as the President serves notice on the coun-

tries with which trade agreements have been made and they are can-
celed, they return to the Tariff Commission on the basis of fair and
reasonable competition on a flexible basis, and they adjust the tariff
Io meet that cost, isn't that true?

Mr. WELLS. That seems to be the most fair and reasonable approach
I know to adjusting tariffs.

Senator MALONE. No, there may be another amendment to that act
necessary, because they were limited to 50 percent, which was plenty
in 19:34, but now inflation has amounted to 50 or 60 percent, and that
lowered the tariffs that were set on a firm basis, not ad valorem, to
that extent. And then the State Department, or the Executive, if
we are technical about it, has lowered many of the other tariffs 50
percent, and some 75, because they got the second 50 percent shot at it.
Naturally, then, we might find that 50-percent raise in the tariff rates
of 1930 would not be sufficient in any case, there would be an amend-
ment necessary to the 1930 act giving them latitude enough to adjust
the rate on the basis of fair and reasonable competition, and I do
not believe it would be a difficult thing to get through Congress if we
make the first move by letting this act lapse now.

Mr. WELLS. The first move is the important one, we believe. And
after that we are hopeful that Congress will go back to its original
position of authority on this particular subject and be reasonable.

Senator MALONE. You have no national defense value, have you,
so far as that is concerned, except that you are a part of the economy
of the Nation, an important part, a sector of the economy, that has
been built up through these thousands of small industries like your
own, over a period of a hundred years-or do you have any national
defense value?

Mr. WELLS. During the latter part of the last World War, there
were a number of plants, including ours, but particularly Mr. Pass'
and Mr. Torbert's plants, that were manufacturing land mines of
porcelain to avoid the ability to locate those mines, and turning them
out in quite large quantities, and a very large part of our total pro-
duction in certain plants was going on that job.

One of the other important plants was working and making a lot
of steatite, which is a new development, and is used in many ways by
the. Government in defense products.

Senator MALONE. I stand corrected. I should have known that. In
any case you are an important part of the economic structure of this
Nation in your particular areas, and to my mind, that is a-plenty.

Mr. WEL LS. We think that is very important. Certainly our em-
ployees do. We are represented by the president of the union here
today. And we do not see why we should be sacrificed for no good
reason.

Senator MALONE. It has always been a complete mystery to me
how a workingman can be for free trade when he is the first to go out
of business. Some of their leaders are, but I cannot understand it.

Mr. WELLS. It is hard to understand, and I am glad to say that so
far as the pottery workers are concerned, that they have appeared
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with us every since, I think, 1916, have appeared with us down here,
in an effort to obtain an adequate tariff for our protection, and they
appreciate the position that we are in.

Senator MNALONE. I venture to say today that if the workingmen
of this Nation followed the industry, the industrial heads, in demand-
ing a fair and reasonable protection for their jobs in this country,
they wouldn't be long in getting it.

Mr. WELLS. Well, there are more and more of them coming in,
Senator, all the time.

Senator MALONE. They have been divided. Mr. Reuther of the
automobile workers says he wants free trade. And then he wants
more unemployment insurance. And he wants a guaranteed annual
wage, and he wants a lot of other things. It will probably be entirely
impossible if he just keeps this business up long enough.

Mr. WELLS. I don't understand why they don't see, as apparently
they don't, the managers 'of the exporting industries where export-
ing is such a small portion of their business, why they don't see why a
potter working at $14, $18 a day in this country is a better prospect for
their product than a Japanese pottery worker working for less than
$1 a day.

Senator MALONE. Well, some of these automobiles are coming in
from foreign nations today. Mr. Ford has a $1,400 automobile in New
York. But in Milwaukee I said the other day that, "you have a
peculiar neighbor down in Detroit. He is for free trade. And if he is
successful in carrying this act, taking all the duties off, as he says he
is, he will see the day in the not-far-distant future, when he will be
riding an English Ford down the streets of Detroit and bowing to his
unemployed workers on the sidewalk." I think that is coining.

Mr. WELLS. It will have to come if this program is continued to its
logical end.

Senator M.LONE. Now, there is another thing that has bothered this
committee, at least this one member of it. Every once in a while we are
confronted by what is called a simplification of the customs laws.
Mostly you find a fishhook or two in it. And one of them was foreign
evaluation instead of domestic evaluation. Will you explain to us
just how that works in the lowering of the tariff, really, that
protection?

Mr. WELLS. Well, obviously in many cases where a foreign evalua-
tion is used-and it is used practically exclusively, there are a few
items that come in presently, a very limited number, but in most of
them the tariff is based on the foreign evaluation-and that foreign
evaluation theoretically is the price that that product is freely offered
in the markets of the country of export.

In our particular industry, for instance, we know that practically
all of the dinnerware that is imported into this country is manufac-
tured and decorated, styled, for the American market, and is not
offered for sale in the foreign market at all.

So that actually they can apply almost any foreign evaluation that
they please over there, in spite of that limitation in the Tariff Act
as it is written at present. And they have, in actual experience, that
is what has happened.

Senator MALONE. When did that change from the domestic valua-
tion here on imports to the foreign valuation ?
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Mr. WELLS. I think that was originally-the great mass came in
under the McKinley Act of 1896.

Senator MALONE. The foreign valuation?
Mr. WELLS. Yes.
Senator MALONE. They don't represent the customers' valuation

here where they are offered for sale?
Mr. WELLS. No.
Senator MALONE. What do you think should be taken?
Mr. WELLS. We have two ways out of the dilemma we are in. The

matter of whether there is another 15- or 50- or 100-percent cut in the
tariff at present is not going to make any difference in cases where the
potteries go out of business, we are out anyway under the present tariff.
We hope we might get a tariff evaluation on the American evaluation,
or a quota. Obviously the quota is a fair thing. It is not right that
the same" tariff should apply to Japan and England where England is
paying four times as much waaes as .Japan.

Ihat is a distinct hurdle. fiie English are suffering at present from
the Japanese imports, that is, the English iml)orts to this country.

Senator MALONE. The English know how to handle it.
Mr. WELLS. In their country.
Senator MALONE. They don't allow imports to come into the Empire.
Mr. WELLS. That is right.
Senator MALONE. And that is what is the matter with Japan where

England controls it, they don't allow their products to go in there.
So we have to take care of them.

Mr. WELLS. That is right. And the imports from Great Britain
have not risen at all, in fact, they have held a very even line since the
war, because Japan has gotten all the increase that would take care of
our increased population .

Senator MALONE. And, of course, the 1930 act says specifically the
vhief competing nation. So it at least takes care of the domestic
producer.

Mr. WELLS. Theoretically.
Senator MALONE. Well, it would if readjusted under the 1930 act,

-ection .:36.
Mr. WELLS. Yes; to the cost of production being equal.
Senator MALONE. Here is a point that you have made.
Unless the President is directed to take the Tariff Commission's

findings, or his decision is disapproved by Congress, there is very
little likelihood that any change in the administration of the act will
take place regardless of what we pass?

Mr. WELLS. We have no hope of that.
Senator MALONE. Now, didn't the Randall Commission recommend

a 3-year extension of this act with a further 15-percent reduction last
year?

Mr. WELLS. Yes.
Senator MALONE. There was no difference really between what he

recommended and what we are trying to do this year?
Mr. WELLS. No; this H. R. 1 is taken apparently as far as we can

tell from the Randall Commission recommendation.
Senator MALONE. Thank you.
Senator MILLIUKIN. Senator Bennett?
Senator BENNETT. I have no questions to ask Mr. Wells, Mr. Chair-

man.
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But if you remember my discussion with the Senator the other day
about the comparative prices and patterns of pottery, I would hope
that we might hear from Mr. Torbert, who I understand has brought
some samples with him.

I have to leave for a meeting at 4 o'clock, so, Mr. Chairman, I would
appreciate it if Mr. Torbert and Mr. Pass could both come together,
or if Mr. Torbert could come before Mr. Pass.

Senator MILIAKIN. Can Mr. Torbert and Mr. Pass consolidate their
testimony?

Can you come forward and be questioned together and make sort of
a joint statement?

STATEMENT OF EDWARD L. TORBERT, CHAIRMAN, FOREIGN TRADE

COMMITTEE, VITRIFIED CHINA ASSOCIATION, INC.

Mr. TORBERT. I think, Mr. Chairman, my testimony will be entirely
different from that of Mr. Pass. I have confined myself very largely
to injury to the industry, and I think Mr. Pass has some other
suggestions.

Senator MILLIKI.N. Go ahead.
Mr. TORBERT. In view of your interest, Senator Bennett, in the

samples, I will introduce them later.
I am E. L. Torbert, vice president of Onondaga Pottery Co., Syra-

cuse, N. Y., and chairman of the foreign trade committee of the
Vitrified China Association, Inc. In addition to the members of the
Vitrified China Association, Inc., I am authorized to represent other
manufacturers of vitrified china tableware-in all, fully 80 percent
of the vitrified china production of the United States.

It is well known now that the china-tableware industry is by nature
dependent largely on handcraft artisans. Notwithstanding the fact
that mechanization in our American potteries is the most advanced
in the world, labor accounts for nearly two-thirds of total production
costs.

The American standard of wages in this industry is from 4 times
higher than in England to 9 times higher than in Japan. Just as
American agricultural prices need to be protected (mostly by quotas
on imports) against destruction by competition from low foreign
prices, so American wages in industries whose product has a high
labor content need protection from destruction by competition based
on low foreign wages.

The foreign china-tableware wages and selling prices being so low,
the American tariff of 1930 carried on decorated china an ad valorem
rate of 70 percent and 10 cents per dozen pieces.

A current finding of the United States Tariff Commission, released
on June 24, 1954, reveals:

The rate of ditty necessary to equalize the United States and Japanese Coats
of production of medium-grade chinaware is 284 percent ad valorem based on
foreign value and 15 cents per dozen separate pieces.

In view of that statement, I would like at this time to put intothe
record-and I do this because of the statements that were made here
yesterday to your committee by someone who was apparently ignorant
of the pottery situation.
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There was a correction in that statement, perhaps referring to the
situation in California, but I think it should be pointed out that the
largest plant in California is one that makes a long line of ceramic
products-sewer pipe, tile, earthenware, and china-and it may be
that their composite picture is entirely different from the ordinary
pottery which devotes their entire production to tableware.

Senator BENNETT. Isn't it true that in this particular case the indus-
trial or building ceramics were the original products of the company
and that it came late into tableware?

Mr. TORBERT. Came late into tableware.
I am presenting, first, a sample of Syracuse china-it happens to

be our make-in a pattern that is marked on the back "Apple Blos-
som." That is our trade name for that pattern.

Senator MIJLIKIN. How long have you been making this pattern?
Mr. TORBERT. We have been making this pattern for probably 12

years, and it has the name here "Apple Blossom." That sells at
retail $11.75 for a 5-piece place setting.

Here you will observe that the Japanese have taken the integral
part of that, pattern-the part that I have marked with a heavy
pencil-they have taken this portion and have marked it "Apple Blos-
som," and they sell it at retail for $3.99. Ours is $11.75.

Senator BENNETT. Yours has a fluted edge---
Mr. TORBERT. The difference in edge would make no difference in

cost.
Senator BENNETT. And also, to my sense of balance, yours is the

finer china and a little lighter in weight.
Mr. TORBERT. It is a little lighter in that particular case.
Here is a pattern that we call Coral-Bel.
In a 92-piece set it retails for $206.
Senator MALONE. Well, an inexperienced person seeing .them sepa-

rately couldn't tell them apart at all, could he, just coming in as a
purchaser?

Mr. TORBERT. I think the casual observer might not detect the differ-
ence.

Senator MALONE. Just an ordinary purchaser?
Mr. TOmERT. Just an ordinary purchaser.
Here is a Japanese imitation. That sells for $59.95, as against

$206.
Senator MILLIKIN. Are the basic materials the same?
Mr. TORBERT. The basic materials are substantially the same.
Senator BENNETT. The pattern is substantially the same?
Mr. TORBERT. The pattern is substantially the same.
Here is a pattern that is made by one of the California potteries.

It sells at $12 a place setting. Here is a Japanese, same pattern,
for $6.

Senator BENNETT. It has a little thinner gold line around the inner
circle.

Mr. TORBERT. There is a slight difference.
Here is a piece of Lenox china.
Senator BENNETT. Which is it?
Mr. TORBERT. That is the Japanese.
Senator BENNETT. No; it is the other way around. As you handed

them to me, the one in your right hand was Japanese and the one
in your left hand was American.
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Senator MALONE. A little wider line.
Senator BENNETT. A little wider line.
Mr. TORBERT. I missed it; I didn't detect the difference.
Here is a plate of another pine pattern made in Japan. That Lenox

plate retails at $19.25 for a 5-piece place setting. Here is a Japanese
pattern. Just compare the two side by side-

Senator MALONE. There is little doubt but that one is patterned
after the other, just as you suggest.

Mr. TORBERT. The Japanese pattern is $3.99 for a 5-piece place
setting and the Lenox pattern is $19.25.

Senator MALONE. There is little doubt that one is copied from the
other.

Mr. TORBERT. Well, the pine pattern of Lenox has been made for a
long time. And I know at least three pine patterns are made by the
Japanese. Lenox calls theirs "Pine," I think it is labeled; one of
the Japanese patterns, of which I could not procure a sample this
morning, is marked "Mucho Pine."

Senator MALONE. Do you have reason to suppose that they did copy
it after your pattern?

Senator BENNETT. It is after a pattern of his industry; it was made
by another company.

Are these plates of approximately equal quality as far as fineness
of the china is concerned and the decoration?

Mr. TORBERT. A great deal depends on what you mean by fineness.
Senator MALONE. Durable.
Mr. TORBERT. This is an American plate, this is a Japanese plate,

it has the same materials, and the people who buy this and use it in
their homes think that is the finest, those who buy this think it is the
finest.

Senator BENNETT. Of course, there is a difference in the quality be-
tween this and the $18.75 for a 5-piece place setting and these others
at a cheaper price, so there must be different qualities in china.

Mr. TORBERT. This has no blemishes on its face, and this might have
a blemish.

Senator MALONE. What is the difference in the labor?
Mr. TORBERT. Nine to one.
Senator MALONE. That is the difference in price.
Mr. TORBEnT. Our labor is nine times the Japanese pottery.
Senator MALONE. Someone testified that 50 percent of the cost of the

plate is labor, so that adds up pretty well.
Mr. TORBERT. Our labor cost is 65 percent of the selling price at the

factory, which, of course, leaves us in a very vulnerable position.
Senator BENNETT. May I ask you one other question?
We have been concentrating on Japan. Do you have the same com-

petition from Europe, or do they-
Mr. TORBERT. No, we have no particular problem with German

china or English china.
Senator BENNETT. They tend to send you their own patterns?
Mr. TORBERT. They now have in Germany some of our outstanding

American designers, Raymond Loewy designs German china.
Senator BENNETT. And as a matter of practical application of com-

petition, they make their own products and sell them against us il
the American market rather than trying to duplicate or counterfeit
our products as far as the pattern is concerned?
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Mr. TORBERT. Generally that is true, sir. I think we all realize
that the Japanese have always been imitative.

If I may recall one very early experience, when I first went into
the china business in a retail store out in Iowa, something over 55 years
ago, I was doing some buying, and I bought some beautiful shapes
from a Dwenger factory in France, French china, and it was beautiful.
But before we could import that and put it on sale in the store, the
Japanese copies were offered to us for sale at a very, very much re-
duced price.

From that day I have always noticed their ability to imitate and
copy.

Senator MALONE. They do that in field glasses and telescopes and
all kinds of fine work.

Mr. TORBERT. Notwithstanding the difference in cost of production
in the United States and Japan and the extreme difference in actual
rate and the rate necessary to equalize costs (70 percent and 10 cents
per dozen versus 284 percent and 15 cents per dozen) there have
been 9 separate reductions in the tariff rates on china tableware

Senator MALONE. Since when?
Mr. TORBERT. Beginning in 1939 with the trade agreement with the

United Kingdom and continuing through the Geneva negotiations of
1948 and the negotiations at Torquay in 1951.

In some classifications reductions in rates have been to the full
limit allowed by law.

Further inroads on this reduced protection were accomplished by
duty exemptions granted returning tourists, in 1948 and again in 1949.

The devastating results of increased imports of china tableware
following these concessions are indicated by the statistics which reveal
these startling( facts:

1. That 85.7 percent of the china tableware purchased in the United
States in the years 1951 and 1952 was imported.

2. That in 3 years-1951, 1952, and 1953-77 percent of the china
tableware purchased in the United States came from Japan.

3. That the china tableware imports from all countries have in-
creased from 2,070,000 dozens in 1948 to 4,940,000 dozens in 1953, an
increase of 138 percent.

I would like to put in the record, if I may, this additional informa-
tion which I have received only this morning, the figures for 1954
have now been completed, that is, the figures for the total importations
from abroad.

That I just got this morning, but I am having it put in the record.
In 1954 the total imports of china were 600,314,000 dozen, which is 28
percent more than it was in 1953. And instead of an increase of 138
percent over 1948, it is some 300 percent at the end of 1954.

Senator BENNETT. What proportion is that total importation of the
total American market?

Mr. TORBERT. I have a paragraph to cover that.
4. That combined profits of potteries producing 60 percent or more

or domestic-china household tableware show a drastic decline and
trend from a profit before taxes in 1948 of 13.79 percent to a loss of
1.47 percent in 1954.

59884-55-pt. 2-21
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5. Since June of 1950 four of our American manufacturers of china
tableware have been forced out of business. Three of these had been
in business-three of these had been in business a total of 184 years.

6. In these 4 companies the livelihood of over 1,000 persons and their
dependents was wiped out.

It is a matter of the greatest concern to us that 3 additional units of
our industry, employment, which stood at over 3,800 in 1948 has
dropped to less than 2,100 today. There has been no compensating
growth in the remaining units of our industry. To the contrary, the
balance of our 14 potteries has also, in total, experienced this attrition,
if to a lesser degree.

Recently you have been told and the public has been told that this
bill, H. R. 1, provides for moderate reductions in tariffs. It has not
been proclaimed that the Trade Agreements Act, as extended by
H. R. 1, as well provides for continuing drastic reductions in tariffs,
and I am confident that many who have spoken in favor of it were
not aware of this feature.

These radical tariff-reducting provisions are vital to the china.
business, for under these provisions, existing tariffs on critical cate-
gories of china tableware, and items other than china, could be reduced

y 50 percent by June 30 of this year, and by a total of 58 percent
within 25 months after passage of the bill.

Some items of chinaware have carried a tariff rate of 50 percent
or more since 1930. These rates have been sustained during the
onslaught of tariff reductions and have not been a deterrent to
imports.

Study of reports by the Tariff Commission, showing United States
imports of household china tableware by major countries of origin,
proves these two conclusions:

1. That under trade-agreement reductions, chinaware imports from
the United Kingdom and Germany combined have advanced to a level
over four times the 1939 level in dozens.

2. The continuing rise in chinaware imports from Japan, most of
which carry a duty of over 50 percent, are now nearly 50 percent
greater in dozens than they were in 1939. Since imports from Japan
accounted for 77 percent of the china tableware which was purchased
in the United States in 1951-53, it is clear that the full tariff rate in
effect on most of these imports from Japan has not prevented the
importation and sale of enormous quantities of Japanese ware in the
American market.

In contrast to the growth in Japanese tableware sales in the United
States market, a study of Tariff Commission reports shows that our
domestic manufacturers of household china tableware in 1948 supplied
29.7 percent of the United States market; in 1949, 24.6 percent; in
1950, 16.1 percent; and in 1951, 13.1 percent.

Senator MALONE. Did you ever furnish more than approximately 80
percent of the United States market?

Mr. TORBET. No, sir.
Senator MALONE. The imports always accounted for 70 percent?
Mr. TORnERT. I have a chart of the imports back to 1884. And I

recall personally, that at first everything was from England, then
from Germany, and then came Japan. There was always a drift
toward the lowest cost country.
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The tableware divisions of our industry have never had more than
30 percent of the market.

The economic effects of accepting without duty foreign products
which come into this country merely and solely because of the low
wager paid the laborers who produce them are in many respects vir-
tual ly the same as would be the effects of importing those foreign
laborers and having them work for the low wages received there in
the foreign country.

Senator MALONE. The only thing between them now and this coun-
try is low-cost ocean transportation, isn't it?

Mr. TORBERT. That is right.
We have restricted immigration to protect our labor and wage

standards. Why then permit the unbridled importations of goods
produced by the same workmen we have excluded?

I think we must agree that the Trade Agreements Act, and par-
ticularly as it would be extended by the bill, H. R. 1, has grave
deficiencies.

I regret that the House of Representatives had to be assured on
February 18 that "No American industry will be placed in jeopardy
by the administration of this measure." The fact is, our industry has
already been placed in jeopardy-as I have shown.

I believe it is incumbent on the Congress of the United States to
spell out a positive implementation of subsection (a) of section 6
(the escape clause) of the Trade Agreements Act.

As Mr. Humphrey, Secretary of the Treasury, stated to this com-
mittee last Thursday, the trade-agreements program has not been
tested under conditions of normal international competition.

So, we feel this is all the more reason for approaching the drafting
of this bill with caution.

We have presented this evidence to show that the china tableware in-
dustry is in precarious straits. Under these conditions the further
reduction of already inadequate tariff protection could have but one
outcome.

We understand the necessity of conducting our foreign affairs in
such a manner as to prevent further accessions to the communistic
hordes-yet I have read President Eisenhower's message of Jan-
uary 11 to Congress regarding the formation of foreign economic
policy and fail to find a single word of encouragement or help
for the depressed workmen of some of these foreign countries.

We question if we are improving the standards of living for Jap-
anese workmen when trade with the United States requires the ex-
change of 9 to 10 hours of their labor for 1 hour of American labor.

Is it not true that unless we are willing to raise the real wages in some
of the foreign countries, we contribute to the conditions that breed
communism rather than prevent it?

Senator MILLIKIN. Thank you very much.
Senator MALONE. As I understood you to testify, you were against

the extension of the act primarily?
Mr. TORBERT. We think it is a function of our group as manufac-

turers to point out the injury that has occurred, and I think we have
done that.

As to the remedy, we think it is a matter for legislators.
Senator MALONE. That is very nice of you. But it is my opinion

that the industrialists and the workingmen of this country had better
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start reading the Constitution of the United States and making them-
selves felt.

Now, we are working for you, if you are still a taxpayer. You are
not working for us-that is, at least you shouldn't be.

You understand that if this act is not extended, that anything upon
which there is no trade agreement does revert to the Tariff Commis.
sion under the 1930 act. And the 1930 act provides just exactly
what you have been asking for, and that is, fair and reasonable com-
petition.

Mr. TORBERT. It leaves 336 still available for injury.
Senator MALONE. Now, it doesn't give the Tariff Commission, an

agent of Congress, any right to try to rearrange the relationship
between agriculture and industry and mining and other industries in
this country, nor to adjust any political situation in Europe, they
simply determine what that difference is and recommend it to be the
tariff, is that right?

Mr. TORBERT. Yes.
Senator MALONE. Now, on that basis of fair and reasonable com-

petition you would be satisfied, wouldn't you, sir.
Mr. TORBERT. Yes.
Senator MALONE. And a continual adjustment is available under

that act.
Now, these trick organizations like the General Agreements on

Tariffs and Trade of Geneva, and the organization that is being cre-
ated by resolution of the General Assembly of the United Nations,
the International Trade Organization, and the International Ma-
terials Conference that was set up by the State Department-they can
spring up any place-all operate under the Trade Agreements Act, at
least that is the excuse the State I)epartment gives for our participa-
tion in them. If we go back to the 1930 Tariff Act these trick organ-
izations are out the window and our tariffs then will be adjusted on
the basis of fair and reasonable competition. Our markets then will
no longer be in the international world trade pot.

And, if our markets are not in the pot, there is no gain, from these
trick organizations for these foreign countries is there? We have
never heard of them sitting down among themselves and trying to
work out a way of trading with each other. They are interested only
in dividing the markets of the United States. Isn't that about right

Mr. TORBERT. We have felt that if this matter could be made fin
with the Tariff Commission, it might suit ourpurposes better, and it
might be that there are reasons why that isn't feasible at the moment

Senator MALONE. I think it is not-I know I am only 1 out of 6
Senators, and I am attempting to speak only for myself.

When we do revert, and there is a treaty that has been made on any
particular product, then, of course, the President is the only one that
can cancel the agreements. When the agreements or trade treaties
are canceled, they revert to the Tariff Commission.

Mr. TORBERT. I might add this: that the only objection that I a~e
heard to referring it back to Congress is that logrolling may develop.
I would much prefer that the logrolling be done right here where we
can see it than have it done by GATT, with 34 foreign countries.

Senator MALONE. But I say to you, Mr. Torbert, that under the 1080
Tariff Act, no logrolling could take place, except if I, as representing
my State, want to go down and appear before the Tariff Commisgib,
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and the other 95 Senators can do it-but unless we take up a particular
product on the Senate floor-which we can do at any time-with
reference to this committee, there cannot possibly be any logrolling,
and that is the greatest poppycock I hear passed around in this commit-
tee and all over the country.

It just means that people have not kept up with the legislation.
And I have been amazed to see that witness after witness does not
know what the Tariff Act of 1930 provided, and does not know what
the 1934 Tariff Trade Agreements Act provides-that the 1934 act
transfers the responsibility of Congress over such duties or tariffs, and
the responsibility to regulate foreign commerce to the Executive,
which was never contemplated under the Constitution of the United
States.

It would be very helpful if the industries could get back on their
feet and look Congress in the eye and understand the Constitution of
the United States and what it has done in the tariff field.

Mr. TORBERT. Of course, some of us think we are doing that when
we come here.

Senator MALONE. We hope you just keep it up; that is all.
Senator MILLIKIN. If the assurance against injury under the pro-

posed bill were actually carried out as it has been suggested it would
be, would that be satisfactory?

Mr. TORBERT. It would be very, very helpful.
Senator IM.iLLIKIN. You don't want to be injured?
Mr. TORBERT. You are right.
Senator MILLIKIN. And if the intent of the law is abided by, you

won't be injured, and if the assurances of the President are kept, you
won't be injured, and that is what you are looking for, isn't it?

Mr. TORBERT. Mr. Pass will have some thoughts on that.
Senator MILLIKIN. Mr. Pass.

STATEMENT OF RICHARD HENRY PASS, PRESIDENT, ONONDAGA
POTTERY CO., SYRACUSE, N. Y.

Mr. PAss. I am Richard Pass, president of the Onondaga Pottery
Co., of Syracuse, N. Y., makers of vitrified china household and com-
mercial tableware under the trade name of Syracuse China.

I come before you representing my fellow pottery employees, those
still working and those now retired on pension from the company,
and my fellow stockholders-a total representation of 2,473 people,
not including their dependents-as representative of other potters and
pottery owners with like interest, and as a United States citizen.

In these interests I appear in opposition to proposed amendments to
the Trade Agreements Act permitting reduction in import tariff rates
on chinaware articles. Specifically, I protest the provisions of H. R. 1,
as passed by the House, as being unfair to American workers in the
pottery industry, as well as in other industries similarly characterized
by a high proportion of skilled labor, commonly known as the craft
industries. I believe the time has come to call a halt to our Govern-
ment's giveaway program when it comes to giving away to low-cost
foreign labor the livelihood of the craftsmen citizens of the United
States.

I protest that under the present Trade Agreements Act-and H. R. 1
as passed by the House-citizens are being deprived of their job rights
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and property rights, without the due recourse under law inherent in
the concept and tradition of government in the United States.

And that touches on the constitutional problem on which I will
speak later.

We are in favor of international trade, but it must be trade with
justice-not in disregard of human values, the human rights of United
States citizens clearly stated in the Declaration of Independence and
in the law.

Proof of injury: Since January 1951, employment in our two pot-
tery plants has decreased by 28 percent; in terms of man-hours by 30
percent. Those figures are approximately representative. They prob-
ably show somewhat less of a deterioration than the rest of our indus-
try as a whole.

Senator MILLIKIN. Is it principally because of the importations?
Mr. PASS. The principal cause of it is importation and that has

occurred on account of the Trade Agreements Act. We have been
very heavily hurt in our household tableware field, the type of thing
which Mr. Torbert has shown you here. We also make commercial
ware which has not yet been hurt by imports. But it is on the list
and if in this trade agreement it is negotiated and the 50-percent reduc-
tion is applied, as the President may apply it, and it goes into the trade
agreement nations, GATT, it will be applicable to all countries in the
world, and then we will be hit there as hard as we have been hit on
the household ware.

Senator MUJIKIN. Is any of this chinaware made exclusively by
machinery?

Mr. PASS. No; no chinaware can be made by machinery exclusively.
Senator MILLIKIN. The cheapest grade; is that made by machinery?
Mr. PASS. No; that is not made exclusively by machinery. Ma-

chinery in the pottery industry has not displaced craftsmanship. In
this respect it differs from the great highly mechanized mass-produc-
tion industries where machinery has taken the place of workmen to a
serious deterioration of human values.

Senator MILLIKIN. The more expensive the product, the more labor
is in it; is that correct?

Mr. PASS. Yes, sir; that is why it is more expensive, but that doesn't
begin to make up the difference in wage rate which you have heard
about here.

The chinaware industry in this country is the most "streamlined,"
the most highly mechanized, in the world, as everyone acquainted with
the industry knows. But mechanization is, for the most part, only an
aid to skill; it does not displace craftsmanship. That is why the mak-
ing of fine chinaware is known as a craft industry. Many of the
requisite crafts require years of experience to gain proficiency. I can
speak of this with authority for I an now in my 40th year with our
company and started at the beginning of the process, as did my father
and my grandfather from whom he learned.

Those who have patience to become expert in one of the many skills
involved usually devote their lives to it. Many of our people started
working at the pottery in their teens; some of the are now executives.
There are more than 60 who have been on our payroll over 40 years,
more than 400 over 20 years, and very nearly half of our potters have
been with us more than 10 years. It would be false to say that these
potters could find as good employment elsewhere, if put out of work
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by governmental action or indifference. Their only skill is their
pottery craft.

Furthermore, many of them would be considered too old for any
employment in the mechanized mass-production industries of this
country. And how would many of the younger ones find employment
in the country in which they live, where industrial employment has
dropped nearly 9,000, a drop of over 13 percent, due in part to our
Government's preoccupation with the theory of international free
trade, which we believe to be an illusion in the present-day work-a
subject I shall discuss presently.

Notwithstanding the world-recognized supremacy of American ef-
ficiency in chinaware production, and indeed, of our esthetic achieve-
ments in design-as witnessed by the innumerable copies being shipped
into this country by foreign potteries-it is not possible for our potters
to compete with foreign producers without measures to compensate,
at least in part, for the great disparity between foreign and domestic
wage rates. The reason is that fine chinaware manufacture, as in all
craft industries, by far the major part of the cost of the company man-
ufacturing the finished product is for wages, and the wage rates in
this country necessary to maintain an American standard of living are
so far above foreign wages, as proven by others at this hearing.

Therefore, American chinaware manufacture, like other craft indus-
tries, is especially vulnerable to the very low wages paid abroad.

Of course, we in the craft industry feel it first because we have the
highest proportion of labor cost to our factory selling price; also be-
cause the craft industries generally are characterized by a smaller
investment per worker than the mass-production industries. We are
helping the foreign countries to get the money and giving them the
know-how, and soon many of the companies which are now crying for
free trade, or their bosses or union leaders, will be crying quite another
tune unless the management of those companies have plants abroad
where it can make cars utilizing the cheap foreign labor.

But I ask what American workers employed thereby will buy the
imports? I predict flatly that the day will come when the CIO, in-
stead of sounding off for free trade, will be coming down here with
quite another story to protect its own workers.

Senator MALONE. Can you understand how any workingman can
be for adoption of the principle that if you can produce an article in
another nation cheaper, that we shall buy the product; how can they
do that?

Mr. PASS. It is partly ignorance, more than anything else, that you
are not hearing from the workers. In too many cases you are hearing
from those who profess to speak for labor.

Senator MALONE. How can we hear from the workers? How can
we wake them up?

Mr. PAss. Our people have been so incensed about this that they
have sent over 4,000 personal messages. You must have received some.
I don't know to whom they sent them. They sent them on their own
down here. This is the second or third time they have done it. They
say to me: "How come our Government no longer is interested in
us?"

Senator MALONE. I think it is a conspiracy to destroy the working-
man and the small investor. I have said it a hundred times and I
shall not stop saying it. But ] am only one man.
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Someone thought it out ahead of time, and I don't think it was us.
Mr. PASS. Part of this theory of fair trade-and I studied this un-

der a man who popularized it, Frank Taussig-is based on the premise
that as you increase international trade you narrow the spread be-
tween the living standards of foreign countries and those in our own.
That has not worked out that way. Our records show that it has
always been the other way, and our records go back to 1890.

Under the Trade Agreements Act the spread between our wages
and foreign wages has increased, and that is shown on page 6.

Senator MALONE. If you think it is true, the wage standard of liv-
ing of our workers under the opposite policy of having the differen-
tial between the cost in this country and that in the foreign competi-
tive country be made up by tariff-now it is being reversed. There
are plenty of instances where the workers are taking lower wages to
maintain their jobs. Mr. Hoffman did that in South Bend to meet
the Detroit prices. He testified to that.

I asked him if we should do that in order to meet the foreign wages,and that rather incensed him. The only result is to average the
standard of living of all the nations on earth, if you continue this
free trade.

Mr. PASS. Yes, sir; that is true. That is why it won't work. I am
touching on that very briefly here.
We believe unfair the sacrifice of selected groups of American cit-

izens in furtherance of an economic theory which has never been
proven in practice and which we believe fallacious in the present-day
world. I refer to the theory that each country should produce only
those things in which it has an "economic advantage." Under this
theory, the advantage is measured by price.

It is a plausible sounding theory provided one does not look too
closely into the practical components of so-called economic advantage.
A major practical component is the wage and living standard of the
workers. If other factors are anywhere near equal, a country which
maintains, by one means or another, relatively low wage scales has, in
respect to foreign trade, a very real economic advantage.

This advantage of the foreigner is not necessarily confined to a
few industries. Analysis discloses that from beginning to end of the
production process (mining, refining, transportation, components
manufacture, to manufacture of the ultimate product), the greater
part of the cost of manufacturing most finished products is for per-
sonal services (wages and salaries).

It follows, therefore, that most industries in this country are vul-
nerable to unbridled importation of products from low-cost labor
countries, once those countries have the financial resources to dupli-
cate American facilities. It is unrealistic to believe that we have a
secret know-how, for the foreigners, if they have the money, can buy
the know-how (American if need be) as well as can American manu-
facturers. Indeed this country is helping them to do so, as we are
helping them also to acquire the financial resources with which to
duplicate our facilities.

The craft industries are naturally the first to feel the impact of
the free trade delusion, because, in general, they have the highest
labor cost in relation to factory selling price and are characterized
by a lower total investment per worker than in the highly mechap
nized, mass-production industries. The latter-some of whom are
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present crying for free trade-will feel the impact later, and then
they will cry another tune; unless, indeed, they have plants abroad
where they can transfer production to take advantage of cheaper
foreign labor. But what American workers, unemployed thereby,
will be able to buy such foreign-produced merchandise ?

I am familiar with the theory that increasing international trade
reduces the gap in wage rates and standards of living between differ-
ent countries. Granting that under ideal conditions the theory might
be true, the fact remains that the probable result of the process of
equalization would be a bringing up of the bottom at the expense of
lowering the top. I do not believe the American people will stand
for that. Furthermore, the question remains in respect to foreign
countries as to what extent increased national income gained from
exports is reflected in the real wage rates of the workers.

We know in the experience of our industry that from the prewar
years 1935-39 to the years 1952-53 the dozens of pottery imported
into this country from England increased nearly double (1.89 times) ;
likewise the dozens imported from Germany nearly doubled (1.86
times), in spite of the fact that some of the German potteries are now
behind the Iron Curtain. Yet notwithstanding this increase in
trade-an increase even more marked in dollar value of all goods
imported from those countries-the gap between our pottery wages
and theirs, far from shrinking, increased between 1938 and 1952 from
31A times (3.37) to about 4 times (4.05) in the case of England, and
from about 4 times (approximated by U. S. Tariff Commission), to
41/2 times (4.52) in the case of Germany.

The period referred to above is embraced by the Trade Agree-
ments Act under which our Government-as shown by others at this
hearing-has repeatedly reduced import tariffs on chinaware for the
benefit of foreign nations at our expense. Certainly the tariff reduc-
tions, the increased imports, have done nothing to narrow the wage
gap-another example, incidentally, of the gap which often exists
between theory and practice.

The only way in which unbridled importation from foreign indus-
trial countries with their present low-wage standards could be made
to work, without serious injury to workers in this country, and to our
economy, would be to raise the living standards of the foreign work-
ers much nearer to our own, whereas the historical trend has been the
other way.

How are we going to raise the living standards of the foreign
workers in the stratified societies abroad. The Curtis amendment
was intended to try to see to it that the foreign workers get a fair
share of the American dollar which is paid for American goods. I
have heard it said that that would be an interference with the internal
economy of foreign nations, just as it is an interference with our
internal economy when the tariff is reduced.

I believe that statement is made with the thought that we cannot
control the social economy of foreign nations, and, of course, we
can't. Our Government cannot control it, and that is the principal
reason why free trade in the world is fallacious, is an illusion, is
visionary, and is bound to fail.

Senator MALONE. We could not, if we wanted to, and should not
interfere with the economy of other sovereign nations, but we should
take care of our own.
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Mr. PASS. It is good to hear someone say that.
Senator MILLIKIN. Couldn't you meet that problem by taking care

of their products after they are exported? We don't have to go into
the country itself to take care of their internal economy. We can
take care of the products to see that they come in on a fair competitive
level.

Mr. PASS. I don't think if you do that you can have free trade.
We will have control, and not let GATT do it.

Senator MILLIKIN. I don't think you will have to. We have enough
trouble regulating our own wages. We don't want to regulate theirs,
We can regulate their exports so it won't hurt our economy.

Mr. PASS. We have increased trade and the living standards and
wages abroad have gone down in relation to ours instead of going
up. There is too much spread between what the workers get over
there and what we pay, ald it is the middleman, the intermediates, it
is the businessmen over there, the exporters, the importers, or the
moneychangers who are making the profit. When you consider the
price you pay for fine German china in relation to the wages the

ermans get, there is a terrific spread. I think it would be very
interesting to make a study of what proportion of the national in.
come the workers receive in those countries. I think that would give
the clue.

Senator MILLIKIN. Well, it would put our minds on the question of
whether our people are injured, and keep out stuff that would
injure us.

Mr. PAss. Right, sir.
Senator MALONE. I would like to mention at this point, because

this witness is getting close to a point I have tried to make, and he
is making it better than I, what we tried to do by giving money to
foreign countries to buy our trade is force trade %nd have these coun-
tries buy more than they earn each year, and when they try to buy
more than they earn each year, they have a dollar shortage. In trying
to force this trade, we are forcing them to do something that they
cannot do themselves. So then we give them the money to buy it.

In this country when we force trade beyond the weekly, monthly,
or annual earning power, buy something that you can't afford at the
end of the year, whatever it is, we have what you call installment
buying, and it has been very successful until something happens t4
the man's job.

But really what we should do over there when we force trade herA
we give them the installment buying, so he will have a couple of years
to pay for a car or a year to pay for a radio. Maybe they could put
in installment buying over there and prevent the necessity of having
to pay for the goods ourselves. What they are doing is forcing clew
beyond their ability to pay, and then a dollar shortage arises-that
term was invented by the London bankers quite a while ago.

Mr. PASS. Mr. Wells brought up that point very well. The difi
culty is that the workers receive so little in wages, such a small propo,
tion of the national income, they can't afford to buy much by install-
ment or otherwise, and consequently they don't have the home markA
and therefore they say they must have the American markets. Their
goods come over here, put our people out of work, and our peqbe
can no longer buy.
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Senator M o. Those same people over there are selling to the
Iron Curtain countries, Russia and China, continuing to do it and
laughing at us.

Mr. PASS. May I emphasize this: During the life of the Trade
Agreements Act, the impact on the United States of this policy-
largely unilateral in actual application-has been deferred by abnor-
mal conditions, mostly incident to war. Now this country is beginning
to feel the effect in unemployment of our Government's program of
giving away American jobs.

The 9,000 figure in our little county would be much worse if the
General Electric had not moved in with their electronics division.

Senator MALONE. Right at the top of our prosperity, too.
Mr. PASS. It is prosperity for some, it is not for us in the pottery

industry.
I have heard it said by a representative of our national administra-

tion that the jobs of American citizens in certain industries may have
to be sacrificed in order to carry through the administration's trade
program.

Senator MALONE. That was the thought of the act in the first in-
stance, and it was always promoted on that basis.

Mr. PASS. I can find no evidence to justify such sacrifice of American
citizens.

I call attention to the published reports of recent increase in dollar
reserves of European countries, also to the published reports of trav-
elers to foreign lands on the relative industrial activity now and prior
to World War II.

There is no unemployment in England, and Germany has fewer
unemployed than we do. Percentagewise their unemployment is
about the same, notwithstanding the fact that great numbers have
come into Western Germany from East Germany, yet we continue to
give away American jobs. It is as fantastic as Alice in Wonderland,
without being amusing.

Senator MALONE. I think that is a good expression, "Alice in Won-
derland thinking."

Mr. PASS. We do not believe that still further decreases in Ameri-
can import tariffs on chinaware are necessary to the economic solvency
of friendly foreign nations as a whole; nor do we believe that the
economic problems of Japan are soluble by the sacrifice of the pot-
teries and the potters of this country. If so-called free trade is con-
sidered to be the answer to the world's economic problems, why do
not the European countries which have pressed for continued reduc-
tions in United States tariffs, eliminate their own restrictions onimports from countries having lower wage scales than have they?

S long as great disparity exists between the wage rates of different
foreign countries which are competing industrial nations, I gravely
doubt that those with relatively high-wage rates will jeopardize the
livelihood of substantial numbers of their craftsmen, or other workers,
in pursuit of free-trade theories. I do not believe they are that
visionary.

Defense record and importance of our industry to national defense:
During World War I the vitrified china industry of this country sup-
plied great quantities of tableware for mass feeding of the armed
services and of defense workers, in addition to the general public. In



TRADE -AGREEMENTS EXTENSION

order to perform the same service in World War II, the industry was
declared essential by our Government.

During World War I, units of the industry produced specialized
ceramic products for defense purposes, such as steatite porcelain and
weapons utilizing ceramic components, as referred to later.

Modern technology of defense and attack involves types of weapons
requiring components resistant to high temperatures and gaseous ero-
sion. These properties are characteristic of high-fired ceramics, in
which field manufacturers of vitrified chinaware are masters. More-
over, the requirements of modern warfare in electronic equipment
necessitate the use of specialized ceramics, some of which are already
being produced in our industry.

Such known needs of the Armed Forces for ceramic components,
or components based on ceramic technology and involving high-ten-
perature firing, are logical products for large-scale production by our
industry in case of a national-defense emergency.

As an example of the importance of our industry to national defense,
I shall cite the record and potentials of the pottery for which I work.
In World War II we developed for the Armed Forces, in cooperation
with Army Ordnance, a totally nondetectable ceramic antitank mine
with chemical fuse, and we produced this weapon in quantity. It is
believed to have been the first such totally nondetectable weapon. In
order to accomplish this development quickly, we established a prov-
ing ground and ourselves performed the necessary research in explo-
sive mixtures, loaded sample lots of mines and fuses, and tested them
under simulated service conditions.

After standardization, this weapon was produced by other potteries
also. We similarly developed further types of land mines and fuses,
based on the principles of the original development, and produced
them in quantity.

For these contributions to our country's war effort, we received
a citation by United States Army Ordnance for "outstanding serv-
ices," in addition to receipt of the Army-Navy E award. After
World War II our company was designated by Army Ordnance for
quantity production of proximity fuses in case of war, and this mobil-
ization assignment continues in effect.

During the Korean conflict we developed, in cooperation with Army
Ordnance, and produced in quantity complex miniaturized components
utilizing ceramic techniques for new and "classified" types of weapons,

At present we are producing in quantity for commercial use elec-
tronic circuitry involving the same principles-ceramic components
made by methods related to pottery practice, baked at high temper
atures, as is characteristic of fine chinaware, and printed with con-
ductors and resistors by methods long used in the pottery industry.
This type of work will be an immediate and essential requirement 0
the Armed Forces in case of war; in case of all-out war, will require
a large proportion, if not all, of the people employed by our company-

In addition, we are performing research under contract with Uniid
States Army Ordnance on the composition, processing and character-
istics of certain "classified" ceramic electronic components.

If the American chinaware industry is to be traded away, an im-
portant resource for national defense will have been destroyed.

I now want to speak briefly, if I may, on the constitutional aspedS
of this. This section in headed "Preservation of Inherent Rights."
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Under the administration of the Trade Agreements Act citizens
of this country are being denied rights which we believe to be inherent
in the concept and tradition of Government in the United States, with
its three coordinate branches-legislative, administrative, and judicial.
In the administration of this act, we believe that procedural provisions
(specifically subsec. (c) of sec. 7) are being used by the executive
branch to negate mandatory provisions (specifically sec. 6) in respect
to protection of domestic industry and its employees from serious
injury or threat of serious injury.

The fact of serious injury should not be ultimately determinable
by the executive branch of our Government; nor, in our opinion, should
it be ultimately determinable by a commission or board appointed
by the executive branch. It is a matter of law and should be determin-
able by our traditional type of judicial proceeding.

To clarify the rights of citizens claning serious injury under the
administration of the Trade Agreements Act, we suggest an amend-
ment to that act specifying that ultimate determination of serious
injury and redress under the law be vested in the judicial branch of
our Government. We believe this to be the American way. And we
are working on the means to implement that at the present time, and
I will refer to that in our proposal here. In short, it seems to us
wholly at variance with the concept and tradition of our system of
Government in the United States that our property rights, our work-
ers' job rights are being destroyed by Executive fiat, and that to us
is much more like totalitarianism than it is like the democratic freedom
which we profess to serve in this country.

Destruction of craftsmanship in America: As I have said, I am
the third generation of my family to work in our potteries. We have
several third-generation potters, many second generation, 1 or 2
even of the fourth generation working in our plants. People who
become craftsmen usually stay with their craft; they naturally feel
identified with the product to which their own skills have contributed.
Our product is in reality an expression of ourselves, and in that
sense a part of ourselves. This tends to become family tradition. It
has always been so among pottery craftsmen and is, no doubt, char-
acteristic of craft industry.

In the making of fine china there are many crafts which work
together, over 40. The product of which they are a part depends
on teamwork. No one can work for long in a fine chinaware plant
without knowing this, without knowing that they are dependent on
one another. Thus comes the comradeship of our craft. It applies
to the workers in management as well as to the workers at the bench,
for most of us in management have worked up through the plants,
else we could not serve as well. We know we are dependent on the
craftsmen with whom we once worked side by side. They are our
friends and there is no duty we hold higher than our responsibility to
provide security of jobs and income, opportunity to progress, to our
fellow workers.

This is the antithesis of the great, mass-production industries, in
which the individual seldom, if ever, sees the top bosses who control
policy, to say nothing of knowing them. What pride of accomplish-
ment can there be to the workers in such industries, servant to the
machines. It is small wonder that they feel frustrated, a frustration
which manifests itself in many ways, including industrial strife.
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Far more of the man problems of our age are due to this frustration
than most people know, or are willing to admit. Yet our Govern-
ment seems bent on making all of us the human byproduct of this
mechanized materialism.

Such frustration and the industrial unrest which it breeds are
virtually unknown in the experience of our craft industry, are quite
unknown in my experience of many years. In 35 years of intimate
experience since I returned to the pottery from World War I, there has
never been a falling-out between management and any group of work-
ers in our plants; not 1 day lost of production and income to my
fellow workers.

This is the comradeship of our craft, a comradeship not only in
the beauty of the fine china we mutually produce. It is a comrade-
ship of human values. In this mechanistic and materialistic age, we
cannot afford to lose from our American life the human values in-
herent in craftsmanship and the craft industries; nor can we afford
to lose the esthetic and cultural values which come from the crafts.
For craftsmanship is the mother of art; whether in sculpture, paint-
ing, music, poetry, or other forms of art, one must be a craftsman
before one can express one's concept as an artist.

I cannot stress too strongly the cultural value of craftsmanship
and artistry, nor their importance in the life and civilization of
America. It is strange to me in the materialism of modern times,
that many seem to have forgotten what the ancients knew so well
and the people of the Renaissance recaptured-that art and beauty are
essential to the cultural life of any civilization worth perpetuating.
Beauty is not the fruit of the punch press, the rolling mill, the as-
sembly line; it is propagated by the crafts, and craft industry brings
the product of the arts to the lives of the people.

I tell you this: If our governmental authorities continue to trade
away American craft industries, they will have destroyed not only
the livelihood of the craftsman; they will have destroyed in Ameri-
can cultural values, human values, no materialism can replace.

Economic theories versus human values: We have in this country
too many theoretical economists who talk at length of economic advan-
tage and of national wealth, and not enough humanists who think in
terms of human values. The dollar, whether it is worth 50 cents or a
dime, is not the measure by which we can judge our success or failure
as a nation.

My grandfather came to this country from England in 1863. He
was the descendant of a line of Staffordshire potters in England,
as was my grandmother. They came to this country because they
thought it the land of opportunity for themselves and their
descendants.

This is true of the antecedents of most of us. Certainly they had
no thought in coming here that our Government would one day be
so misled as to dissipate the opportunities-and indeed the liveli-
hood-of their descendants by giving these away to the people of for-
eign countries from whose ideals and standards they themselves had
fled.

Are we, in our time, to betray their trust and say to their descend-
ants who are craftsmen that this country is no longer interested in
them, nor in the products and ideals of their craft? Are we to tell
their descendants that they also must become automata of the machine
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age--the human byproduct of mechanized materialism? Are we to
say to them that if they wish to continue in their craft, they must
return to the country from which their forebears came?

To me and my fellow craftsmen that is betrayal of our American
heritage.

Senator MILLIKIN. Thank you very much.
Any questions?
Senator MALONE. I would like to ask just 1 or 2 questions, Mr.

Chairman.
Your testimony has been very interesting to me. I think you put

your finger right on the sore spot. I want to say, Mr. Chairman, I
appreciate hearing him very much. You put your finger on the fact,
and it is a fact, in my opinion, that if this is continued on its an-
nounced voyage of continually and gradually, as they say, although
not so gradual in some cases, but even if it is gradual, lowering of the
duties below that differential of cost of production can result only
in a leveling of the standards of living of all the nations of the world.

Mr. PASS. Bringing it down.
Senator MALONE. Ours naturally will go down, because we are 160

million people out of 2 billion. Naturally an average will be so much
lower than our standard, and it will approach the standard that they
have in European countries now.

I was impressed on my trip through Asia, the Middle East, in 1947.
I went through Europe at the same time. In Pakistan these people
are fine people. I find they are fine people in every nation of the
world. The people have native intelligence and when they are edu-
cated they have the same understanding that we have.

This man had a farewell party that night, kept following me around
all evening, and in every lull of a conversation with a particular group,
he would say in his quiet voice, "You cannot have peace in the world
with your standard of living so much higher than ours."

In order to keep away from an argument, I would make some per-
functory answer and move up to another group, and he followed me,
and he said that in some half dozen instances in a very earnest voice.
I know he believes it. I know the opinions in these countries are
exactly as his, and that is exactly what they intend to do. That is not
known to our workingmen and our industrialists here, and I do not
believe it is known to our leaders in Government. It is known to some
of the third and second echelons in some of the departments, that is,
some members of them. What they hope to gain by it, I can't tell you.
But I want to say that at this point, because you have testified that
there is only one place for us to go, and that is down, and unless this
act would be amended so that the President's final decision would also
be bound by the determination of the Tariff Commission, or reference
back to Congress, there is no way this act can be amended to help that
situation because it is still left in one man, who unfortunately is guided
by his departments that have run this country for 21 years.

Mr. PASS. May I ask you a question in that connection?
Senator MALONE. Yes, you may.
Mr. PASS. Is it not unusual, to say the least, that the executive

branch should be able to use a procedural clause of the law to negate
the mandatory clauses in the escape clause, section 6 (a) ?

Senator MALoNE. There is no mandatory clause in the escape clause.
It is simply worded so they must ask the Tariff Commission to deter-
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mine the fact as to whether there should be an escape and any deter
mined adjustment would be below that fair and reasonable competitive
limit, and the Tariff Commission is simply like the boys on the Senate
floor, who serve the Senators. They do the bidding of the Senate.
They are errand boys. The President may on the advice of his ad-
visors disregard all the advice of the Tariff Commission. They have
no authority. There is no mandatory provision in the escape clause or
peril point.

Mr. PASS. Isn't it a matter of law that when my property rights
and my people's rights to their jobs are at issue, if it is a question of
law, should it not be adjudicable in the courts? Are we to be de-
stroyed by executive fiat, and does that have any relation to the tradi-
tion, history and concept of our Government, sir?

Senator MALONE. I think in reading the Constitution-I am not a
lawyer, but I have listened to a lot of them-in trying to interpret
what the power of Congress might e in determining and adjusting
the duties, imposts, and excises that we call tariffs, and regulating
foreign trade, as the Constitution says we must, that we could, through
an act of Congress', and be perfectly legal, wipe out all duties, but the
people of the United States are our bosses and perhaps we would
not return here if we did not conform with their wishes. That is a
decision that this Congress is making here today; that is, this year,
as we have made it several times since 1934, and I see no reason-why
if it is Congress' will, that they could lower that duty below that dif-
ferential of cost of production, so that you would go broke, but they
didn't do that. They set a policy down and directed the Tariff Com-
mission in section 336 of the 1930 law, which has been maligned con-
tinually ever since it was passed, with a flexible provision, and directed
that Tariff Commission to do just what you say you want to see the
duty on the basis of fair and reasonable competition that would repre-
sent the reasonable cost of production in this Nation as compared with
the chief competitive nation, and that is what Congress has told the
Tariff Commission to do.

That law was superseded by the 1945 Trade Agreements Act which
says just the opposite . The whole debate, when it was going on and
the wording of the act, leaving to the President of the United States
the additional factors, besides the protection of industry-it says
here nothing about protection of industry at all-but it says he can
rearrange these duties to conform to some idea that he may have of
readjusting the relationship between agriculture, industry and min-
ing, and other industries, or he may take into consideration a political
situation in Europe between this country and any other nation, and
it gives him that power to do that, and indicates he is to do that.

Mr. PAss. May I answer a question that you raised a moment ago?
Senator MALONE. Yes.
Mr. PAss. You said, Why is it that workers in industry do not

understand this and do not see what is happening, and do not come
and make an issue of it?

Senator MALONE. It is amazing.
Mr. PAss. That is what we are trying to do. But it is difficult to

get the message across. It is very difficult, indeed. Our papers are
filled with the opposite. Now I don't know what the explanation
of that is, but I do know where the papers' revenue comes from, and
I do know what would happen to the papers if they didn't receii
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that revenue, and I do know that those who are providing them with
that revenue like to buy articles at the cheapest prices made possible
by cheap foreign labor, and sell them at the high prices made possible
by high-priced American labor.

I know it is much more profitable to be an importer than it is to
be a potter. As for international banking, that is in the picture, too.
It is very, very difficult to get our story across in any fair way.
We might go on the television or radio, but it is expensive. We can't
afford it.

Senator MALONE. The workers of this industry can change this al-
most overnight if they want to do it. I said in a talk recently at
the University Club in New York where probably a third of the
bankers in New York were represented, about 250 very fine people,
I said among other things, that under the act we are trading the
producing industries of this Nation for a bunch of waterfront brokers
who produce nothing but take an override on everything that goes
through the ports both ways. I meant every word of it.

I also said that these office buildings are built so high in New York
that looking out of the windows of their offices they can see Asia,
Africa, and Europe much easier than they can see the little States
west of the Hudson River.

It may be a little facetious, but I meant it just the same. That
is exactly what is happening, and you put your finger on it.

Mr. PASS. Mr. Chairman, before I leave, I would like to make a
request. My people wish to come here. It wasn't practical for them
to do so. They have sent down with me some of their work which
I would like to have entered as a part of the testimony, if I may,
as exhibits.

Senator MILLIKIN. Some of their physical work?
Mr. PASS. Yes, sir.
Senator MILLIKIN. I don't know whether it would be practical.
Mr. PASS. Because to a potter, his product speaks for him. It

speaks for them so much more eloquently than any words of mine.
Senator MILLIK1N. You may submit it. I will be glad to see that it

is brought to the attention of the committee.
Mr. PASS. Thank you.
(The following memoranda and proposed amendments were subse-

quently received for the record:)
ONONDAGA POTTERy CO.,

Syracuse 1, N. Y., March 18, 1955.
SENATE COMMITTEE ON FINANcE,

Senate Offlce Building, Washington 25, D. C.
GENTLEMEN: In appearing before your committee on March 10, 1955, I testified

as follows:
"To clarify the rights of citizens claiming serious injury under the administra-

tion of the Trade Agreements Act, we suggest an amendment to that act specify-
ing that ultimate determination of serious injury and redress under the law
be vested in the judicial branch of our Government. We believe this to be the
American way."

I also emphasized, however, that the "drafting of wording to properly imple-
ment this objective involves legal and practical considerations which are under
study by competent attorneys who have not completed their investigation. It is
our intention to submit to your committee an addendum on this subject as soon
as the study is complete and a final draft prepared."

This study has been made and I am attaching hereto draft of proposed amend-
ments prepared by our attorneys, together with brief explanation thereof.

59884-55-pt. 2- 22
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After consultation with our counsel, we believe these proposals would have
the following advantages:

First, these amendments would be of general application, and not intended for
the exclusive benefit of any particular industry or industries.

Second, they would carry out what Congress presumably intended In section
6 of the Trade Agreements Act (title 19 U. S. C., sec. 1363). This provides in
substance that no reduction in rates resulting from a trade agreement should
be permitted to continue in effect when the product involved is being imported
into the United States in such increased quantities, either actual or relative, as
to cause or threaten serious injury to a domestic industry.

Third, it would recognize the right of American citizens to have their day in
court, after exhaustion of their administrative remedies through escape-clause
proceedings, when concessions granted to foreign countries seriously injure or
threaten serious injury to American industry and its employees.

Fourth, it would revive traditional jurisdiction of the United States Customs
Courts and the Court of Customs and Patent Appeals and permit the judicial
branch, rather than the executive, to pass on application of the principle of law
established in section 6 of the act of 1951 (19 U. S. C., sec. 1363).

Fifth, since jurisdiction of these courts would be contingent upon a prior
escape-clause proceeding, and since these proceedings would involve entire in-
dustries or substantial segments thereof, litigation should not be of any large
magnitude. Because designed for industry-group, class-type actions, this pro-
vision for judicial review should not place an undue burden on the courts or
the Tariff Commission, nor obstruct proper administration of the law in accord-
ance with traditional constitutional procedures.

Sixth, these proposed amendments would relieve the President of the United
States of growing administrative burdens of a quasi-judicial nature, and would
subject these controversies to decisions based on the law and the merits, rather
than domestic or international pressures. The authority of the President would
be preserved when direct impairment of national security might be involved.

It is respectfully requested that this letter and the enclosures be incorporated
in the record in connection with my oral testimony of March 10.

Sincerely yours,
R. H. PASS, President.

MEMORANDUM

WASHINGTON, D. C., March 18, 1955.
To: Richard H. Pass, president, Onondaga Pottery Co., Syracuse, N. Y.
Subject: Proposed amendments to Trade Agreements Act of 1951 as amended by

the Trade Agreements Extension Act of 1953.
Pursuant to your request, we are attaching in draft form proposed amend-

ments to the Trade Agreements Act designed to carry out the recommendations
submitted by you to the Senate Committee on Finance on March 10, 1955. Also
attached is summary explanation of the suggested amendments.

Our draft is intended, in accordance with your suggestion, to clarify the rights
of citizens claiming serious injury under the administration of the Trade Agree-
ments Act, and to provide "that ultimate determination of serious injury and
redress under the law be vested in the judicial branch of our Government."

SMETHURST & HASLAM.

PROPOSED AMENDMENTS To TRADE AGREEMENTS ACT OF 1951 AS AMENDED BY THE
TRADE AGREEMENTS EXTENSIONS ACT OF 1953

(Amendments are directed to title 19, U. S. C., secs. 1363 and 1364 which are
secs. 6 and 7 of the act of June 16, 1951)

1. To amend subsection (a) of section 1363 by adding at the end thereof the
following sentence:

"The term 'domestic industry producing like or directly competitive products'
as used in this act shall mean that portion of the producing organizations proc-
essing, growing or otherwise producing products which are like or directly com-
petitive with respect to end use."

2. To amend section 1364 by adding at the end of subsection (a) thereof the
following:

"The testimony in any proceeding under this section shall be reduced to writ-
ing, and a transcript thereof, with the findings, conclusions and recomnenda-
tions of the Commission, shall be the official record of the proceedings, and a
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copy of said findings, conclusions and recommendations shall be promptly mailed
or delivered to all parties of record and published in the Federal Register. Where
the membership of the Commission is evenly divided and at variance, the Com-
mission's findings shall be construed as a finding of serious injury to domestic
industry. Findings of fact, if supported by the evidence, shall be conclusive,
except that, within such time after publication of said findings and in such
manner as appeals may be taken from decisions of the United States Customs
Court, an appeal may be taken from said findings upon a question or questions of
law to the United States Court of Customs and Patent Appeals by any members
of the industry or segment thereof alleging serious injury or threatened serious
injury. The judgment of said court shall be final, unless reviewed by the
Supreme Court of the United States by writ of certiorari or otherwise as pro-
vided by section 195 of the Judicial Code (28 U. S. C. 308)."

3. To amend subsection (b) of section 1364 as follows:
In line 2, delete the words "without excluding other factors, shall take into

consideration" and substitute therefor the following:
"without excluding other evidence of current irj-,ry relative to a period im-
mediately preceding the concession at issue, shall consider as evidence of
injury * * *."

4. To amend subsection (c) and (d) of section 1364 by substituting therefor
the following new subsections (c), (d), (e), and (f) :

"(c) Upon receipt by the President of a report of the Tariff Commission. or a
final judgment of the reviewing court, finding serious injury or threatened seri-
ous injury, the President is authorized to make such adjustments in the rates
of duty, impose such quotas, or make such other modifications as he deenis
necessary to effectuate the purposes of section 1363. If the President does not
take such action within 60 days he shall immediately submit and make public a
report to the Committee on Ways and Means of the House and to the Committee
on Finance of the Senate stating why he has not made such adjustments or modi-
fications, or imposed such quotas."

"(d) If no action is taken by the President within 60 days following receipt
by him of the findings of the Tariff Commission or final judgment of the review-
ing court, or if the action taken would fail to prevent or remedy the serious in-
jury to the respective domestic industry or segment thereof, any aggrieved mem-
ber of the domestic industry, notwithstanding the provisions of section 2 of the
act of June 12, 1934 (19 U. S. C., sec. 1352 (a)), may seek relief as authorized in
subsection (c) of this section, before the Secretary of the Treasury in the same
manner and form provided in title 19, United States Code, section 1516 (b). In
any proceeding under this subsection, no rate of duty shall be determined to be the
lawful rate of duty which is in excess of any rate recommended by the Tariff
Commission or in excess of the applicable rate of duty fixed or authorized by
the Tariff Act of 1930, whichever, in the judgment of the Secretary or the Court,
fs the case may be, will effectuate the purposes of section 1363."

"(e) No decision necessitating withdrawal of a concession granted a foreign
country or countries under this act shall constitute a cause of action l)y a party
injured by such concessions antecedent to such decision."

"(f) Notwithstanding the provisions of section 1363 and section 1364 of this
act, as amended herein, there shall be no change in any rate of modification of
any concession in conflict with a published report by the President to the Con-
gress within 30 days after receipt by him of the report of the Tariff Commission,
that such change or modification would directly impair national security."

EXPLANATION OF PROPOSED AMENDMENTS

This draft of proposed amendments to the Trade Agreements Act is intended
to-

1. Redefine the term "domestic industry producing like or directly competitive
products";

2. Reaffirm the intent of sections 4 and 7 of the Administrative Procedure
Act, namely, that Tariff Commission decisions in escape-clause cases be based
on the record of evidence and testimony submitted;

3. Require prompt notification to the parties involved in escape-clause pro-
ceedings of the Tariff Commission's findings, conclusions, and recommendations
to terminate the practice whereby foreign governments and foreign competitors
have received prior advance notice. Such notification is also a necessary step
incident to the right of judicial review;
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4. Permit reviw by the Court of Customs and Patent Appeals of adverse
findings by the Tariff Commission of serious injury to domestic industry, and
within defined limits, to permit redress in the courts in the event the President
fails to act pursuant to Tariff Commission findings and recommendations in
cases of serious injury to domestic industry. Provisions for review by the Court

of Customs and Patent Appeals have been adapted from title 19, United States
Code, section 1337 (Unfair Practices in Import Trade), from section 195 of the

Judicial Code (28 U. S. C. 308), and from section 39 of the act of June 25, 1948
(19 U. S. C. sec. 1516 (b)) ;

5. Judicial review would be permitted under the following circumstances:
First, where the Tariff Commission fails to find the existence of threatened or

actual serious injury, the domestic industry may bbtain review only on the
question of law as to whether the failure of the Commission to find threatened
or actual serious injury is in accord with statutory requirements; and

Second, in the event the Tariff Commission should find serious injury and the
President should fail to take effective steps to remedy that injury, the domestic
industry could pursue traditional procedures, initially before the Secretary of
the Treasury with ultimate review in the Court of Customs and Patent Appeals,
to obtain a determination whether the law was being administered in accordance
with provisions of the escape clause.

6. The proposed subsection (e) would make it clear that no private right or
cause of action should arise by virtue of any injury sustained prior to any
decision imposing higher rates of duty.

7. Subsection (f) would deprive the Secretary of the Treasury or the court
of any authority to change a rate or to modify a concession in conflict with a
determination by the President, in his review of Tariff Commission findings and
recommendations, that such change or modification would directly impair
national security.

Two additional points should be noted in explanation of the above proposals:
First, the court review would be permitted only at the instigation of members

of the domestic industry. There are several reasons for this limitation:
(1) Escape-clause proceedings are not "adversary" proceedings between

domestic industry and either importers or foreign producers.
(2) Importers or foreign producers may intervene in such actions in the

same manner as any person having an interest short of a legal right.
(3) Since the purpose of an escape-clause proceeding is to protect domestic

industry, domestic producers would have no interest in delaying or obstructing
such proceedings, whereas the foreign producer or importer might; and

(4) Denial of the same procedural rights to one as against another interest
has a counterpart in section 1337 (unfair method) where only the importer or
consignee has the right of appeal to the Court of Customs and Patent Appeals.

Second, the requirement that escape-clause proceedings before the Tariff Com-
mission be on the record is strictly in accord with sections 4 and 7 of the Admin-
istrative Procedure Act and would not conflict with prohibitions against disclo-
sure of trade secrets or processes (19 U. S. C. sec. 1335). Data on sales, prices,
costs, and profits, material evidence in an escape-clause proceeding, is not nor-
rally embraced within the category "Trade secrets or processes" (see Admin-
istrative Procedure in Government Agencies, S. Dec. 8, 77th Cong., pp. 183-184).

The same problem arises in other agency actions, such as Federal Trade Com-
mission, Interstate Commerce Commission, etc., without impairing ability to
decide cases on a formal record of the testimony and documents placed in
evidence.

Senator MILLIKIN. Mr. Rohrer, you have to get out of town, and
you want to be heard quickly. Your limit is 5 minutes, because people
have been here sitting all day waiting to be heard.

STATEMENT OF CHARLES C. ROHRER, ELKHART, IND.

Mr. RoHurR. I will make it snappy.
The thing I would like to bring before this committee are a few

things that I picked up all over the United States.
First. Some few powerful corporations who now Own and have the

controlling interests in the West German and Japanese economies,
are now trying to abolish our protective tariffs in order that they
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may pour onto the rich American markets their American-owned
foreign-produced goods.

Produced with cheap labor and raw materials, indeed, often pur-
chased from the Communist economic orbit at about one-half the price
of here in America, this is especially true of coal and minerals.

This Japanese-American textile industry is crowding out our West-
ern allies from world markets and forcing them to trade with the
Russian economic orbit for self-survival. Many a textile mill I find
here in America is forcing a drastic cut in textile wages or go out of
business due to this Jap competition.

Next to textiles is the auto industry. They are now starting to pro-
duce autos and parts in West Germany and Japan. Soon a German
car is to appeal on our market to sell well below $1,000, made by our
former enemy who produced aircraft for the German Army. This is
only a beginning. Soon our big industries will not stop going down
South to cheap labor but will keep right on going all the way across
the waters to Asia and Europe to cheaper labor and raw materials.
This will throw millions of Americans out of work. Then the big
industrialists will break organized labor wide open, just as Mr. Paul
Hoffman did at his Studebaker auto works in South Bend, Ind.

No wonder he is for lower tariffs, he, some months past announced
in the South Bend (Ind.) Tribune that he "like some other car manu-
facturers, was soon to start producing cars and parts in Japan." Only
this week the Chicago (Ill.) Tribune announced that Germany was
soon to enter the American car market with a cheap car well under
$1,000, and so it goes.

But if we lower our national economic dollar turnover, who will
pay all the taxes on our set expenses?

We now have some 20 billions of dollars in foreign investments and
they are growing at a very rapid rate. Our tax rate is most favorable
to these foreign investments which yield from 10 to 30 percent annual
dividends, but alas they also are the root of our foreign policy troubles.
It is going to take many a boy's life to defend the white man's posses-
sions in foreign lands.

I firmly believe that the white man's economic days are numbered in
Asia.

Asia has awakened. No wonder the French, Dutrlh, and British
are unloading their real-estate holdings onto greedy Americans. They
well know their deeds of title are none too safe.

I have noted as I travel down South, that the press down there are
prolower tariff men, largely because they sell some 6 or 7 percent of
their raw cotton or semifinished products to the Japanese textile men.
But if our own markets fade out, and America is their best customer,
they will regret their lower tariff ideals.

I certainly thank you.
Senator MILLIKIN. The Senator from Nevada wishes to ask you a

question.
Senator MALONE. Mr. Rohrer, I would like to ask you one ques-

tion: Why is it if what you say is true-and I firmly believe it is-
why is it that the workingmen of America do not know it and realize
it and take a hand in this game?

Mr. ROHRER. This afternoon I went over to Labor. There is a little
labor paper down the street to see how they felt about this issues and
they said, "Mister, some of us are for it and some of us are against it,
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but all of us are just simply for more railroad business, either incom-
ing or outgoing."

I just walked out. It seems to me like they are simply pennywise
and dollar-poor in this issue. I believe they will live to regret it,
and how they will regret it, because this thing is something brandnew
in our economic life, in our national life, this idea since World War
II, whereby our big industrialists-10 of them, mind you, who went
into the Jap's country and took over what the 12 leading families for-
merly owned, and they put a pistol to their back, hung some and shot
some, and said, "You better deliver or if you won't, you won't live."

Now we own 61 percent of the Japanese stock, which is a controlling
interest in the Japanese economy. The same thing is true in Western
Germany. We went in cahoots with the former Krupps and Farbens,
and now we are pouring millions of dollars into that economy, and a
lot of it is seeping back into these people's hands.

Senator MALONE. If you answer my question, what has to happen?
Do they just have to hit the street before they wake up?

Mr. ROHRER. I believe it. That will have to happen. I don't think
it is too far off.

Senator MALONE. Thank you.
Senator MILLIKIN. Thank you very much.
Mr. Frank Hull is the next witness.

STATEMENT OF FRANK HULL, INTERNATIONAL BROTHERHOOD OF
OPERATIVE POTTERS

Mr. HuLL. I have the honor of representing the pottery workers and
their families and I have been directed by them through their or-
ganization to register their very serious protest in opposition to
enactment of any further reductions.

Our people are very much concerned about this. They feel that
their Federal Government has proposed a law designed to take away
from them their right to earn a living at their trade.

I subscribe to the statistics and comparisons given to this com-
mittee by Mr. Wells.

We know they are the truth and if I lay before this committee fur-
ther statistics along that line it would merely be repetitious.

But we are concerned about work opportunities. The industry
has been struggling for many, many years in an effort to establish
itself in the American market, and of course the only time that we
really came close to doing that was during periods of war when for-
eign competition was nil.

We just can't understand why the administration and those ir
favor of H. R. 1-we just can't understand how they think about these
things.

We can't realize that they surely understand what they are doing
when they indulge in activities of appeasement and barter away the
work opportunities of the American pottery worker by reducing the
tariff 15 percent as proposed.

We wonder if that is the end. Is there any end to appeasement?
Is it in any sense similar to blackmail? If there are people in Gov-
ernment who feel that this sort of appeasement will relieve the tense-
ness of the situation existing in Japan especially at this particular
time where the Japanese worker, including the Japanese pottery
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worker, is becoming very restless. He is on the move. He has been
learning a great deal about the United States of America, our stand-
ard of living, our conditions of life, our liberty, and our freedom.

And he has indicated that he would like to enjoy a little of it.
And I wonder if the Japanese pottery manufacturer and the Jap-

anese exporter together haven't come up with a proposition designed
to reduce our tariff and a trade agreement that will accord them an
opportunity to relieve the tenseness of that situation and for the
moment at least possibly prevent the Japanese worker from going
over to the communistic line.

I wonder if that is their thinking. If it is, where is the end?
If we reduce the tariff down to 50 percent, will that be the end of

the thing? Or will the pressure continue to be on and will they even-
tually remove all tariff as a measure of appeasement.

If so, what will become of the American pottery industry?
The American pottery market, we all understand, realize will be

handed over to the importer.
What will they do in the market?
Will they enter into agreements that they will not sell below a

certain margin as a means of protecting the economy of the worker
and the industry of their own country?

Certainly not.
They will come in the American market and cut it, cut the legs out

from under each other.
It will be cutthroat competition and finally the measure of ap-

peasement will be destroyed, the effects of it will be destroyed. That
is the end. Our people understand that.

The industry has been working considerably less than capacity pro-
duction for a long, long while. And we have been trying as hard as
we can to keep abreast with moving events in labor-management nego-
tiations but we are falling by the wayside.

We see this onslaught broadening in scope. One branch of our
industry, the sanitary branch that manufactures sanitary earthen-
ware, bathroom fixtures, they haven't been confronted with foreign
competition up until recently.

It is just beginning. The average wage in that industry is in excess
of $2 per hour.

In the dinnerware industry the average wage is less than $1.70 an
hour.

As a result of being free from this unfair competition, they have
established pensions, welfare plans, to take care of the worker and
his family and have consistently followed the labor-management
patterns that have been established in the United States.

In the dinnerware branch of the industry that hasn't occurred,
and it hasn't on that almost exclusively because of foreign compe-
tition.

Just recently we discovered that the Japanese are invading the
sanitary field.

They are now laying down lavatories in the city of San Francisco
at $4 less than the American market price. We know that all of
the other items will soon follow. And the effect of this bill that we
are discussing this afternoon seriously will encourage that and de-
velop that and very likely destroy another fine industry.
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The American pottery worker is an unusual worker, that is com-
pared with most other workers in American industry.

He is not bringing his message to you in the sense that he feels that
if he gets certain protection in tariff that he can sufficiently enhance
his own welfare. Certainly he wants these things reasonably so but
the American pottery worker is different from most other factory
workers in that he is a pieceworker. He gets paid for that which he
produces.

He is in business so to speak.
He is selling something to the employer. The condition of the

industry is not the result of the worker's failing to produce adequately.
They do produce. The average age in the industry is in the neighbor-
hood of 50 years. They cannot be placed or absorbed in other
industries.

Because of their age, a great many industries in the United States
refuse to hire people after they pass 40 years of age.

He is a tradesman. He is a craftsman. He serves from 1 to 5
years apprenticeship at a lesser rate of pay than journeyman to grad-
uate into journeymanship.

He suffers a loss in wages as much as 331/3 percent when lie is serving
as an apprentice.

It is his trade, it, is his life, it is his business. And they are going
to take it away from him. And he doesn't know what to do about it.

And he comes to you people to ask you to help him, because he is a
good citizen, most of the people working in the potteries are of English
descent. They either own homes or are buying them. They send
their children through school and college in many instances.

They are an asset to their communities. They take an active part
in civic affairs. We sit down and negotiate with our employer every
2 years and we negotiate a contract. We endeavor to keep abreast of
moving events, but in some instances we fail.

And if we do fail, we feel that possibly it was our fault. We have
had one strike in the industry since 1893, that was in 1922. We get
along well bargaining collectively with the employer. We endeavor
to meet our problems on the basis of merit rather than the utilization
of force but we are stymied, the tariff should be increased. American
valuations should be written into the law.

The administration should be concerned about an investigation of
these things that we relate and they should send a corps of experts to
these foreign countries and get the facts before they negotiate trade
agreements that have within their makeup the destruction of a greet
basic industry.

The American pottery industry is dissimilar in many respects as
has been stated here today as compared with other industries. It is a
hazardous industry to say the least. It is an industry that has its
limitations concerning the adaptation of modern machinery and
methods.

When you take the human touch away from clay you are in trouble.
However, the industry has modernized in great measure in the last 30
years. If that had not occurred there wouldn't be any American
pottery industry as of today.

They would have just gone out of existence. That is all.
Here they are confronted with competition not only from Japtan,

which is unfair, but from France, Italy, especially is the French corn-
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petition becoming terrible. They are flooding this country today
with 5-piece starter sets through the markets, 60 and 62 cents per
set. The American pottery manufacturer cannot market that type of
merchandise at that price.

But in some instances they are attempting to meet it. They are
not making any money. They are not because it will not accord them
the opportunity to improve the conditions of the people who are
working in the industry.

The speedup system no doubt will be established. Corners will be
cut. Economies will be effected in every possible way with the result
that the quality of the product will be lessened and the purchasing
public will not get value received when they buy it.

Those are the things that are in the making and those are the
things that are going to be expanded, if this H. R. 1 is enacted into
law.

And certainly that would be bad enough, that would be a terrible
disaster to say the least, but will that be the end?

Will that be the last? Will they continue to pressurize? Will
they continue to appease?

Most of us have little knowledge of how far we can extend our-
selves in any activity. We can do things under duress and pressure
that we didn't imagine were possible. I am just wondering how this
industry is going to remain in existence if this program of continual
unfair exposure to unfair competition is continued and the indica-
tion that I get from events in government is that it will. That is
the program.

We in the pottery industry may just as well reconcile ourselves
to the inevitable, that the industry is only going to remain temporarily,
that eventually it is going to be eliminated and the job opportunities
will go down the drain.

There are many potteries in the last 3 or 4 years that have gone out
of business.

We have one over in Trenton, N. J., this Scammell China Co., which
has been in business 80 years, are gone.

The Carr China Co., in Grafton, W. Va., are gone
The McNicol China Co., in Clarksburg, W. Va.; they went out of

existence. Another group has picked it up and they are having a
terrible struggle.

In the semiporcelain dinnerware field there are several on the brink
of the precipice. They are just ready to topple down into the abyss
and go out of business. The people who depend on the industry are
not making ends meet and actually in a great many of the communities
where our people are employed the pottery is the only industry.
There is nothing else for them to fall back on other than the land or
the air.

We have a company in East Palestine, Ohio. They have two pot-
teries. One of them has been closed down for 2 years. No business,
and these people are not within traveling distance of other industry.
They just become destitute.

That is the condition we are confronted with. I appreciate very
sincerely the attitude of you gentlemen, and from the remarks that
I have made this afternoon I believe that you realize our position,
and I don't think we require much persuasion to convince you of the
truthfulness of our story or the necessity for help.
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We have told the Congressmen, the Senators; we have told them
the story. However, the administration seems to believe that it will
be of the greatest value to the United States of America and her
economy if the job opportunities and the livelihood opportunities of
American pottery workers are transferred to the Japanese.

And with that we disagree. We cannot compete fairly with them.
And we believe that a program of appeasement will only extend the
misery. If they are thrown on their own, certainly they will find
some way to improve the situation. Certainly they will not con-
tinue to enjoy the unfair tactics they practice in the American
market.

It will be necesasry for them to pay their workers a living wage.
And improve their economy and become self-reliant and not depend
upon the assistance that they are going to get in their present frustra-
tion from the United States of America.

We all believe in helping people when they are destitute; that is a
natural practice of Americans.

We believe in that. But certainly we disagree that that thing
should continue, and continue at our expense, which prevents people
from exercising their ingenity and helping themselves.

They are depending upon us, and we feel that the United States
Senate has a great opportunity, we think, when this bill comes before
it, to give notice to the world at large that the party is over.

We are not going to appease the peoples of the world out of com-
munism. It just isn't being done.

If they cannot operate potteries successfully in Japan or France
or elsewhere on the basis of fair competition in the markets of the
world, then they don't just justify existence, and I say we can do
that in the American pottery business and we have done it.

We built it, the American pottery industry in the United States
of America, from the ground up. We didn't get any help from any
other sources other than ourselves. When the industry was first built
in the United States of America, the American pottery worker was
afraid even to put an American trade name on his merchandise.

He labeled it with a lion and a unicorn to indicate to the public
that it was made in Britain. He struggled and he progressed, and
he used his ingenity and skill and he built a great industry, without
British help or without help from any foreign country. They built
it out of nothing and here it is, employing all of these people.

Now someone is going to give it away to a foreign country. Gentle-
men, we don't like it.

Who is going to appease the American pottery worker ?
The worker who is 50 or 60 years of age after his insurance, his

unemployment insurance, is exhausted?
Who is going to appease him and how? I don't know. But it is

something for all of us to think about. That is my statement.
Senator MILLIKIN. Any questions?
Senator MALONE. Mr. Hull, I would just like to ask you one ques-

tion. You are the first man who has appeared here-you are not the
first one who has told this type of story, but you are the first one who
really put it across.

You are an official of the International Brotherhood of Operative
Potters ?

Mr. HULL. That is right.
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Senator MALONE. What is your position?
Mr. HULL. International president.
Senator MALONE. International president?
Mr. HULL. Yes.
Senator MALONE. That takes in members then in other countries

besides our own?
Mr. HULL. In Canada.
Senator MALONE. Only?
Mr. HULL. Only.
Senator MALONE. I want to ask you how is it that labor can possibly

be divided on this question of dividing American markets with for-
eign countries. Obviously that is what it is doing and that, in my
opinion, has been the objective from the beginning. The objective is
to level the living standards of the people of this Nation with those of
the world and that is being done.

Why is labor divided on this question when labor is the first to
suffer?

Mr. HULL. That is an easy one, because they are employed by ex-
porting industries.

Senator MALONE. Not all of them.
Mr. HULL. In great measure they are. The leaders come from ex-

porting industries. Our industry is not an exporting industry at all.
f all of the potteries in the United States of America were operating

to capacity they could not begin to supply the American demand.
Senator MALONE. The mineral industry is not an exporting indus-

try; to a large extent the glass industry is not an exporting industry.
We used to export some machine tools; not much any more. More are
imIported.

No use going into all these industries. Many industries are
not exporting industries; labor is for the 1934 Trade Agreements Act.
Why?

Mr. HULL. For the same reason that I suppose I have read and
heard of many Representatives in Government who were reconciled to
a reduction of tariff in some other person's congressional district but
not in their own.

Senator MALONE. Of course, I think the weakness of industry, of
the industrial people who are producing this material and of labor in
confronting this issue is just that.

They are for a tariff on what they produce, and on free trade on
what they buy. When they get through with it there is a divided
opinion down here and therefore the situation prevails as it started in
1934 when the tariff policies of the United States of America for 75
years were completely reversed.

What can be done to wake this crowd up in time before they are on
the street?

They are going on the street in my opinion, the rest of them.
Mr. HULL. I think one of the things that certainly should be done

that we are dealing with here say in large measure, I think the facts
of the foreign situation should be investigated and they should have
t he facts.

I recall back in 1913, after Woodrow Wilson was elected, and they
began to amend the tariff reduction by the Underwood Act which
reduced tariff. Woodrow Wilson directed the Secretary of Com-
merce to investigate the American industry and the program was to
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investigate the foreign industry but World War I occurred and it
was never done.

Most people read these items in the newspaper and they say
politics-oh, it is politics. But if we had the facts, if the United
States Senate would insist that there be a thorough investigation of
the situation in the unfair competing foreign countries, I think it
would bring it more aptly to the attention of the American people
and the American voter than any other method.

Senator MALONE. Let me say to you that there has never been any
doubt in my mind or anybody's mind that when these trade agree-
ments are made they are not trade agreements, they are agreements
to lower tariffs. We lower the tariff rate on something and tley lower
it on something else. Then the county with which the agreement was
made immediately changes the value of its money or creates a value
in terms of the dollar that stops importation or requires exchange and
import permits-probably they used them already-and thus com-
pletely defeat any reciprocity if any reciprocity was ever intended.
Of course, there is nothing about reciprocity in the act itself.

That fact is well known, I think to everybody. At least no one ever
disputes it. Why is it that men like yourself-you are doing it, and
there are hundreds of you-why is it you can't all get together and
get that idea across. If men like you come down and testify from
every area in this country, or if you made yourself known in your
own area, this thing would change overnight.

That is my opinion. And it is on your own shoulders.
Mr. HULL. I can't disagree with you too severely, Senator. That

is certain. But I certainly think that it is in order-I certainly would
like to see an attempt made to amend the bill to substitute American
valuation in place of foreign valuation at this particular time if they
are going to reduce the tariff 5 percent per year for 3 years let's do it
on an honest basis and not on a deceptive basis.

Senator MALONE. Your tariffs do not now protect them, do they?
Mr. HULL. No.
Senator MALONE. We have had testimony here from many that the

idea of this legislation is that we have a gradual continual reduction.
For 21 years that has been the idea sold to this country. So you know
it is going to be done, regardless of what else is going to be done as
long as this power stays in the State Department where it virtually is.
So I would like to ask you: Why is it that the American workingmen
are for the transfer of their jobs to foreign soil, which is what it
amounts to?

Mr. HULL. I can answer partially at least that I did succeed in
getting a resolution adopted by the American Federation of Labor.

Senator MALONE. What did it say?
Mr. HULL. I don't have it with me.
Senator MALONE. I have never read a resolution of the A. F. of L.

that objected to the extension of this act.
Mr. HULL. I will send it to you.
Senator MALONE. I wish you would because I read everything they

send me.
Mr. HULL. I certainly will send it to you.
Senator MALONE. Wire it to us. I want it for this record.
Mr. HULL. I will.
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Senator MALONE. The CIO-PAC has a resolution for free trade.
The A. F. of L. has never said that it was opposed to the extension
of this act unless it is the resolution you mentioned.

If you read it carefully and know you are right about it-
Mr. HULL. I have, definitely.
Senator MALONE. And that the national convention of the A. F. of

L. they adopted such a resolution.
Mr. HULL. They are doing some effective work in Japan in the field

of organization.
Senator MALONE. I understand that they have an international or-

ganization. I am asking you if this resolution to your certain knowl-
edge objects and says that they object as an organization to the exten-
sion of this act?

Mr. HULL. That is right. I put them on record in Los Angeles last
September.

Senator MALONE. I know I was in communication with them on the
telephone almost every day and I was under the impression that I was
unsuccessful. I was only one that was working on it apparently.

Mr. HULL. That is a matter of fact.
Senator MALONE. Our State legislature in Nevada passed a resolu-

tion opposing the extension of the act. I just put it in the Con-
gressional Record. They are about to adjourn.

Senator MILLIKIN. Mr. Hull, will you supply the record with a copy
of that resolution?

Mr. HULL. I will see that you get a copy of it tomorrow, sir.
Senator MALONE. Thank you.
Senator MILLIKIN. Thank you.
(The document referred to is as follows:)

The resolution which was unanimously approved by the convention follows:
Whereas the imports of pottery have deprived many of our members of jobs

or placed them on shortened workweek; and
Whereas imports come from countries where wages are far below our own,

ranging from a quarter to a tenth of the wages received by our members; and
Whereas these lower wages result in lower rates and thus confer a great

competitive advantage upon imports; and
Whereas wage costs represent from 60 to 70 percent of the cost of production

because of the large amount of handwork involved in pottery manufacturing;
and

Whereas our membership faces economic disaster if the inroads of imported
potter upon the domestic market is not halted; and

Whereas competition varies greatly, depending upon the source of the imports;
and

Whereas the United States Tariff Commission found such a difference in cost
of production between domestic and Japanese pottery that a duty of 249 percent
would be required to equalize costs; and

Whereas such a rate of duty would have an appearance of exhorbitance and
would in fact be higher than necessary with respect to imports from other
countries, thus rendering the tariff an improper instrumentality of regulating
pottery imports: Therefore be it

Resolved, That the American Federation of Labor lend its support to the efforts
of the International Brotherhood of Operative Potters to obtain through official
Federal channels the imposition or reasonable import quotas on the imports of
pottery; and be it further

Resolved, That such import quotas be based upon imports of recent years and
the quantities reduced to a percentage of total domestic consumption, this per-
centage to represent the share of the market that may be supplied by imports in
future years and thus insuring against the destruction of our market and the
progressive deprivation of jobs to our membership; and finally, be it
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Resolved, That copies of this resolution be sent to the President of the United
States and to members of the House Ways and Means Committee and of the
Finance Committee of the Senate.

Senator MALONE. I think you have thoroughly covered the situa-
tion, and I have no further questions except that you do understand
that if we extend this act under any situation and then it stays in the
hands of the State Department or the executive branch that we still
cultivate organizations such as GATT, General Agreement on Tariffs
and Trade, United Nations organizations like the one that has just
been created through a U. N. Assembly resolution, the International
Materials Conference, and others that work while you sleep and show
up with these agreements which are binding.

You understand that if we extend this act we continue their racket.
Mr. HULL. That is right.
Senator MALONE. If we don't extend the act, we withdraw from the

pot and when we withdraw our markets from the pot, there will be no
game. It is a sucker game and that is exactly the way it operates.

Mr. HULL. Well, we took a very active part in the building of the
organization represented by Mr. Strackbein.

Labor, management, and agriculture and certainly they have trained
their guns on GATT in a very effective way.

Senator MALONE. But you have the Farm Bureau and the Grange
and the Farmers Union here to testify that they want this act extended.
You knew that, didn't you?

Mr. HULL. Yes; I know that.
Senator MALONE. You haven't got the farmers with you very much.
Mr. HULL. Well-
Senator MALONE. I think you have individual farmers with you. I

don't think the individual farmers in my State believe in free trade.
I do not believe they do, because they know that we have to make up
that differential between the support price and the world price, that
is the taxpayer has to make it up.

We are United States taxpayers here in the Senate just like you
are out where you live. Many of the agricultural products are taken
care of and they are protected so the leaders come in and testify that
their whole organizations are for free trade.

I can't believe it. It is not so in my State. I can't tell you the
majority is not for it because I have not made a poll, but I know
many individual farmers and ranchers who are not for free trade
because it ruins the cattle business, ruins the sheep business, ruins
every business there is. They are on the hook all the time.

Mr. HULL. Certainly it is true the sugar people made themselves
felt down here.

Senator MALONE. That is true. If the workingmen of America come
in like you have done this thing will change overnight. It is on your
own shoulders.

Mr. HULL. Well it is a political situation. It is highly charged
politically.

Senator MALONE. Let it be highly charged. Who cares?
Mr. HULL. There are such great numbers employed in heavy in-

dustry that are being influenced in behalf of the adoption of this
bill.
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Like the pottery workers no doubt, they have been told this would
be good for them. We understand that it will not be good for us
and there we have a parting of the ways.

Senator MALONE. You are trading the producing industries of this
country for a bunch of waterfront brokers who have taken an over-
ride on both ways, coming in and going out.

An override in my country is when you take a percentage and pro-
duce nothing. Everybody will see it in due time but if they have to
be on the street first it is going to be a little rough.

Mr. HULL. I will see that you get a copy of the resolution tomorrow.
Sengtqr MALONE. Thank you very much.
Senator MILLIKIN. Thank you.
I submit for the record a statement of J. J. Stein in behalf of the

California dinnerware and pottery industry.
(The material referred to is as follows:)

STATEMENT BY J. J. STEIN IN BEHALF OF CALIFORNIA DINNERWARE AND POTTERY
INDUSTRIES ON H. R. 1, SENATE FINANCE COMMITTEE, MARCH 1955

(NOTE.-In compliance with your general request for consolidated testimony,
the California manufacturers of earthenware and chinaware products earnestly
and fully support the views of our industry spokesmen who will orally testify at
the hearings scheduled by your committee. The California segments of the
industry desire, however, to file this statement for your information and ret.ord.)

My name is J. J. Stein. I am secretary of the California Pottery Guild, Los
Angeles, and of the California Art Potters Association, Los Angeles. These two
associations are composed of the principal California manufacturers of dinner-
ware and art pottery and represent about 95 and 80 percent, respectively, of the
production of such articles within the State.

The term "dinnerware" applies to tableware of earthenware or chinaware.
The term "art pottery" applies to a wide variety of household articles, made of
earthenware or chinaware, such as lamp bases, bowls, figures, vases, flower con-
tainers, candy jars, cigarette boxes, etc.

It Is our understanding that your committee has before you, and will give
full consideration to, the briefs and testimony submitted at the hearings on
H. R. 1 before the House Ways and Means Committee. (A copy of my statement
at the latter hearings dated January 26, 1955, is attached to supply certain back-
ground and statistical data.)

Our industry has been seriously injured by imports of earthenware and china-
ware from foreign countries, notably Japan, where wages are one-tenth of those
paid in California. We have substantiated the precarious condition of our
industry in briefs recently submitted to the Tariff Commission and to the House
Ways and Means Committee. It is indisputable that the extension of the Trade
Agreements Act, in its present form, will strangle the domestic industry.

We find no comfort or encouragement in the statements by the administration
that "there will be no drastic tariff cuts. If the administration plans no drastic
tariff cuts and if the statement attributed to President Eisenhower is correct
that "no American industry will be placed in jeopardy by this measure," then
there should be no valid objection to incorporating into H. R. 1 such basic intent
in clear and unmistakable language.

Domestic industries are surely entitled to know whether the escape clause, so
frequently referred to by the administration as a safeguard, actually provides
relief when serious injury is suffered. Based on the record of past years, the
so-called safeguard has been a delusion. Unless your committee desires to
continue the delusion, the escape-clause provision should be amended to require
that the facts and findings as determined by a qualified agency of the Govern-
ment, namely, the Tariff Conimission, shall be binding upon the President. To
do otherwise is to proclaim that the economic facts pertaining to an industry
adversely affected by imports are to be completely disregarded and that political
considerations alone are paramount.

What relief can an affected industry receive under the Trade Agreements Act if
the findings developed through an impartial investigation by the Tariff Commis-
sion are not controlling except, of course, on matters dealing with national secu-
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rity? How else can an industry prove serious injury suffered through imports?
The apparent unwillingness of the administration to allow the facts to determine
the relief, if any, to be accorded an industry indicates that the act preovideano
safeguards. Our industry cannot reconcile the administration's statement on
the one hand that no drastic tariff cuts will be made, while at the same time the
administration insists that an increase in imports is mandatory for the economic
health and security of the United States.

We urge the Senate Finance Committee to reject H. R. I unless the avowed
principles as expressed by President Eisenhower and the administration are
clearly written into the bill through necessary amendments.

STATEMENT BY J. J. STEIN IN BEHALF OF CALIFORNIA DINNERWARE AND POTTERY
INDUSTRIES HEARINGS ON H. R. 1, HOUSE WAYS AND MEANS COMMITTEE JANUARY
26, 1955

My name is J. J. Stein. I am Secretary of the California Pottery Guild, Los
Angeles, and of the California Art Potters Association, Los Angeles. These two
associations are composed of the principal California manufacturers of dinner-
ware and art pottery and represent about 95 and 80 percent respectively of the
production of such articles within the State.

The term "dinnerware" applies to tableware of earthenware or chinaware.
The term "art pottery" applies to a wide variety of household articles, made of
earthenware or chinaware, such as lamp bases, bowls, figures, vases, flower con-
tainers, candy jars, cigarette boxes, etc.

This hearing today represents the fourth time within a period of 13 months
that the dinnerware and art pottery industries of this country have been forced,
in self-defense, to appear before a governmental agency and support their right
to operate and function under the American free-enterprise system. It has been
but 6 weeks ago that we appeared before the Tariff Commission and submitted
substantiated evidence that foreign imports, at existing rates of duties, have
caused serious injury to the American producers of dinnerware and art pottery.

At the simultaneous hearings last month before the Tariff Commission and
before the Committee for Reciprocity Information, an impressive amount of
statistical data compiled by the industry was introduced to demonstrate that
the present duties on earthernware and dinnerware articles are not a deterrent
to imports. The statistics revealed these startling facts:

(1) That 86 percent of the china dinnerware purchased in the United States
is imported.

(2) That 70 percent of the china dinnerware purchased in the United States
now comes from Japan.

(3) That imports of art pottery currently represent a dollar volume 130
percent greater than the entire domestic output.

(4) That the domestic art pottery industry shares the American market on
a 60-40 basis-60 percent to imports, 40 percent to American producers.

What other American manufacturing industries share so large a portion of
their domestic market with imports? We know of none. What possible eco-
nomic advantage could be offered Japan, or any other exporter of dinnerware
and art pottery, if it depends upon squeezing the American production still
lower? Surely the point of diminishing returns has been reached.

We oppose H. R. 1 because after 20 years of experience, the operation of the
Trade Agreements Act reveals that the United States has made all the conces-
sions while the foreign countries have erected the barriers which nullify, to a
great extent, our efforts toward freer world trade. The best illustration of this
point is to be found in H. R. 1 itself. This legislation proposes extremely liberal
concessions (at the expense of domestic industries) but makes no effort to condi-
tion these concessions upon the removal or lessening of the trade restrictions so
frequently resorted to by foreign countries through such devices as import
licenses, exchange controls, embargoes, preferential rates, etc.

We are opposed to the Trade Agreements Act because through its operation, the
constitutional authority of Congress to regulate foreign commerce has been
usurped by the State Department. The passage of this bill would place Congress
in the position of legislating on a vital policy but without the ability and power
to exercise control over it. We therefore recommend that the Trade Agreements
Act be allowed to expire in June of this year. We further recommend that legit
lation similar in principle to that introduced in the 83d Congress (H. R. 915)



TRADE AGREEMENTS EXTENSION 973

be reintroduced to restore to Congress its vested right to regulate foreign
commerce.

H. R. 1 also provides for uniform, across-the-board tariff reductions without
regard to product or industry or justification. Such a proposal indicates a com-
plete disregard for equity. Until such time as American industries are sharing
their domestic markets on some uniform or reasonably proportionate basis, how
can a uniform reduction in tariff rates result in anything but gross injustice and
compounded inequities? An industry that shares 86 percent of its domestic
market with imports is surely entitled to a different tariff reduction policy than
another industry that shares, let us say, 1, 5, or 10 percent of its domestic market
with imports. Apparently, the framers of H. R. 1 completely neglect the respon-
sibility of dividing the burden of our foreign economic policy among all branches
of American industry. Perhaps you can understand our bewilderment when we
find ourselves compelled to defend our existence, at this level, even though as an
industry, we must stand near the top as far as sharing the American market with
imports is concerned.

Particularly in the case of dinnerware and art pottery made in various coun-
tries and exported to the United States, certain major considerations must in-
evitably influence the establishment of fair and reasonable tariff rates. Unques-
tionably the tariff must be based upon such controlling factors as the country of
origin and its prevailing wage scales, foreign value of the articles involved, degree
and extent of competitive impact, etc. Since the domestic industries must com-
pete with imports from all countries, a uniform tariff rate gives undue and
important advantages to the country with the lowest wage scale and in most
cases that means the lowest cost of production (foreign value). Thus the exist-
ence of a 70-percent tariff rate may, in really, be a low rate when it is applied
to extremely low foreign values. The brushing aside of the factors which have
such an important influence on foreign and domestic trade indicates the funda-
mental error of uniform, across-the-board decreases in tariff rates as proposed
by H. R. 1.

We oppose the extension of the Trade Agreements Act as proposed in H R. 1
because the so-called safeguard to domestic industries contained in the act,
referred to as the escape clause, has proven to be a false hope. The escape-clause
provision, which is so greatly emphasized whenever the act is before Congress
for extension, is to be invoked when "articles, on which a concession has been
granted, entered in such increased quantities as to cause oir threaten serious
injury to the domestic industry producing like or directly competitive articles."

Regardless of the actual serious injury suffered by our industry, as will be
pointed out later, the relief intended and promised in the act, has never lieen
supplied. The significant fact is that domestic industries have sought the relief
provided by the act in about 50 instances. Only 5 cases have been acted upon
favorably, and of these 5, only 2 applied to a manufacturing industry (women's
felt hats, watches), the other 3 being cloverseed, dried figs, and hatter's fur.

Other witnesses will report in greater detail on the financial and economic
picture of the domestic dinnerware industry. Speaking specifically for the
California segments of the dinnerware and art potteries industries, we have ex-
perienced, during the past 4-year period, a steady year-by-year decline in total
sales, coupled with corresponding decreases in the number of dozens of articles
shipped, total man-hours worked by employees, and earnings. These several
factors are the most accurate gages of the economic temperature of an industry
and reveal the scope and extent of the serious injury suffered by the American
producers. Here is the record:

The domestic chinaware industry produced 72S,000 dozen pieces of tableware
in 1947. Seven years later, the domestic production had been able to increase to
only 800,000 dozen. This negligible increase is all the more significant because
it occurred during the period of a vast home-building program which created an
enormous market for household furnishings, including dishes. These distressing
figures best describe how imports have practically strangled this American
industry.

Imports exert their severe competitive impact also upon the domestic earthen-
ware industry. The real and present danger to the latter is the constant effort
to saturate the American market with Japanese chinaware. Every purchase of
imported dishes, from any source, correspondingly reduces the sales potential
for some American manufacturer. The steady decline of production and sales
of American earthenware dishes, as revealed by industry statistics submitted by
other witnesses, is due to the ever-increasing volume of imports from foreign
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countries, principally from Japan, where wage scales are about one-tenth those

paid American workers.
Since the great bulk of the art pottery is produced in California, the depressed

conditions prevailing in that State are representative of the entire domestic

industry. The total production of domestic art pottery amounted $50 million

in 1946. There has been a year-by-year decline to $30 million in 1948, to $25

million in 1950 to $20 million in 1953 and to an estimated $18 million in 1954.

During the same years, imports have steadily increased until they total approxi-

mately $25 million (wholesale value) for 1954. As has been pointed out earlier,
art pottery imports now equal 130 percent of the entire domestic output. This

saturation of the American market, it should be emphasized, has been accom-

plished under prevailing tariff rates which is the most convincing argument we
could possibly present to prove that reduction in tariffs is not needed to stimulate
imports of these articles.

Is serious injury to the California art pottery industry to be measured by
decline in sales? The drop in sales from $25 million in 1946 to $13 million in 1954
amounts to approximately 50 percent.

Is serious injury to this California industry to be measured by decrease in
number of plants? The drops from 600 plants in 1946 to 200 in 1954 amounts
to 66% percent.

Is serious injury to this California industry to be measured by decrease in job
opportunities for skilled and semiskilled workers? The decrease from 6,000
employees in 1946 to about 2,500 in 1954 amounts to nearly 60 percent.

In view of this clear record of decline and strangulation, we oppose H. R. I
because such legislation gives not the slightest consideration to the economic
plight of our industry. Our hope for equity lies in restoring to Congress its
constitutional power to regulate foreign commerce and thereby permit the voice
of American employers and workers to be heard and impartially considered.

The major proposal contained in H. R. 1 calls for a substantial reduction in
tariff rates. Aside from the basic error of across-the-board tariff reductions,
the proposal is unsound and unwarranted because the imports of dinnerware
or art pottery are produced in foreign countries with wage scales ranging from
one-third to one-tenth of those paid American workers. What useful purpose
can be served by lower tariffs when the prices of imported ware are already
substantially below like or similar and directly competitive domestic articles?
Is it possible that our Government demands that more and more of the American
need for dishes and accessory household articles must be supplied by foreign
countries?

The manufacture of dinnerware or art pottery involves an unusually high
percentage of labor, representing about 65 percent of the cost. This condition
is true despite the fact that mechanization, wherever practical, has already
been achieved. No amount of ingenuity, or mechanization, or workman produc-
tivity will ever be able to overcome a 1,000-percent advantage in wage scale in
craft industries such as ours.

The continual publicity about high tariffs together with the constant cry for
low tariffs has resulted in the general belief by the public that United States
tariffs are high. The truth of the matter is that nearly 60 percent of our imports
enter free of duty, that during the past two decades tariffs have been lowered
75 percent, and that the average duty on total imports is but 5 percent. Why are
these facts always submerged by the proponents of H. R. 1? The emphasis on
tariff rates simply serves to distract attention from the trade barriers erected
by other countries.

Why isn't it possible to consider tariff rates as but one of several facets of
the problem? The theoretical objective of H. R. 1 can never be achieved if various
foreign countries continue to remain passive about removing their barriers to
world trade. In short, is it not about time for some truly reciprocal action on
the part of foreign countries?

For all of the foregoing reasons, the California segments of the domestic
industries are opposed to the approach to the problem of foreign trade as outlined
in H. R. 1. Our recommendations for the regulation of foreign commerce by
Congress have also been set forth which contemplate a product-by-product or
industry-by-industry investigation by proper and qualified agencies to determine
the extent of any necessary adjustment in tariff rates.

We seek no Government favors or subsidy nor do we seek a monopoly in the
domestic market. We ask only the opportunity to operate solely on the basis
of our ability to meet fair competition. Competition from foreign producers who
operate under conditions which are wholly illegal in this country constitutes
unfair competition. I
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Senator MILLIKIN. The next witness is Mr. C. L. F. Wieber. Mr.
Wieber, will you take the stand.

STATEMENT OF C. L. F. WIEBER, SHEARS, SCISSORS & MANICURE
IMPLEMENT MANUFACTURERS ASSOCIATION, ACCOMPANIED BY
B. C. DEUSCHLE, PRESIDENT, SHEARS, SCISSORS & MANICURE
IMPLEMENT MANUFACTURERS ASSOCIATION

Mr. WIEBER. My name is Carl Wieber, I am president of the Clauss
Cutlery Co. of Fremont, Ohio. I am representing the Shears, Scis-
sors, and Manicure Implement Manufacturers Association. With me
I have Mr. Deuschle, president of the Acme Co., Bridgeport, Conn.
le is the president of our association.

In addition to testimony given before the House Ways and Means
Committee, copies of which we understand have been made available
to you, we appreciate hav ing this opportunity to bring to your at-
tention facts that we are conhdent you will want to welgh carefully
and take into consideration in your deliberations of this most impor-
tant bill H. R. 1.

Our industry was one of the industries that the Tariff Commission
recommended for relief by way of the escape clause, and denied by
the President. le declined to accept the recommendations of the
Commission for restoration of tariff rates prevailing prior to 1950. I
propose to bring out points that may serve to show what we consider
to be the dangers inherent in failure to make the findings of the Com-
mission binding upon the President.

You will find attached to our testimony a copy of the President's
letter to the Senate Finance and House Ways and Means Committees
dated May 11, 1954. Also copies of tables Nos. 4 and 10 taken from
the Tariff Commission's report (investigation No. 24 to the President
dated March 1954), and in addition a comparative report of import
and domestic sales figures for the years 1948 through 1954. This
latter report shows the import figures adjusted to reflect the American
Manufacturers' dollar sales value, and graphically tells its own story.

First I want to quote from the President's letter, paragraph 3:
In my opinion, the evidence presented has not sufficiently established that the

domestic industry is subject to serious injury from importations, either present
or prospective.

Now, gentlemen, from page 19 of the Tariff Commission's report
to the President, wherein they stated:

It is the clear intent of the law that the Commission's recommendations be
applicable not only to a situation involving serious injury already caused to
a domestic industry, but to the prevention of such injury when a threat is
present. In this case the Commission finds a definite threat of serious injury
to the domestic industry involved.

In paragraph 5 of the President's letter he criticizes our industry
for the lack of financial information supplied to the Tariff Commis-
sion; that only 8 firms, mainly the larger manufacturers, reported
complete figures.

We want you gentlemen to understand that this is an industry
composed of small businesses, many of whom had totally inadequate
records to complete the voluminous and detailed requirements of the
Tariff Commission's questionnaire. Furthermore, a number of the
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larger concerns manufacture other items not included in this investi-
ngation, and were unable to subdivide their operating records in such a
manner as to furnish some of the information required. These facts
were known by the Tariff Commission, which put them in a better
position to make a decision than the President or his advisors who
probably did not know these facts.

We are perfectly willing to concede in paragraph 6 of the Presi-
dent's letter that the exceptionally high level of domestic produc-
tion in 1948 through 1950 represented an accumulated backlog of
war-deferred demand and should not be used as a basis of comparison.
However, from table No. 4 attached from the Commission's report,
and as stated in the President's letter, domestic production in 1952
and 1953 was running about three times that of the average prewar
years 1937 and 1939, which were the years selected by the Commis-
sion for comparison. But, mind you, no mention is made in the Pres.
ident's letter that during those same years (reference table No. 10)
imports in 1952 were more than 16 times greater than the average of
those same two prewar years, and in 1953, gentlemen, were 20 times
greater; that also in 1953 they constituted over 20 percent of the
United States demand compared with 3 percent to 7 percent prewar
(for reference see p. 12 of the Tariff Commission report).

It is reasonable to assume that the President would not have time
to personally study Tariff Commission reports, and must rely on
others to summarize this material for him. We cannot help but ask,
therefore, was the President informed of this tremendous increase in
imports? The answer is obviously "No," as is positively evidenced
by his remark in the last sentence paragraph 6 of his letter "The
volume of imports has leveled off since the high point in 1952 with
the rate of importations during 1953 and early 1954 somewhat below
that of 1952."

Let us take a good look at table No. 10. It will be noted that, con-
trary to the above statement, imports of the items in question (scis-
sors and shears valued at more than $1.75 per dozen) in 1952 were
$1,106,482 and in 1953, $1,403,439 or an increase of more than 26

Percent over the previous year, and in 1954 a further increase to
1,504,523 according to figures just received from the United States

Department of Commerce. Gentlemen, this table must be as clear to
you as it is to me. Therefore, we can only conclude that the Presi-
dent was erroneously informed, otherwise he would not have made
this statement. Some person or persons have taken it upon them-
selves to set their views above those of the Tariff Commission. Un-
der these circumstances, gentlemen, you can well understand why
domestic manufacturers would feel more confident if their interests
were better safeguarded in this respect.

Let us now refer to paragraph 7 of the President's letter wherein
he stated "that the affected companies indicate that they are not in a
depressed condition, nor are the employees in the industry producing
shears, scissors, and related products suffering-or about to suffer.'-yor aout todustrer.'

Yet, gentlemen, a recent independent survey of our industry re-
veals that factory employment this year is off 221/2 percent from the
year 1952 and that the average hourly work week has dropped from
44.5 hours per week to 34.7 hours. But, the Lord only knows how
much lower the number of hours would have fallen if it was not for
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the fact that 15 companies have ceased manufacturing operations in
the last 3 years.

The sharp reduction of employees and working hours occurred
despite the moderate reduction in domestic sales from 1952 through
1954 and definitely reflects a delayed reaction that was inevitable in
view of the excessive high inventory situation revealed in the report
of the Tariff Commission. This fact was very evident to the Com-
mission and undoubtedly contributed to their recommendation for
relief. The President ignored it.

Gentlemen, it is our considered opinion that the further deteriora-
tion of this industry, since our application for tariff relief was filed
in 1953, indicates beyond any question of doubt that the interpreta-
tion by the Tariff Commission of the facts assembled by them reveals
that the judgment of this experienced group of men is more reliable
in tariff matters than that of the indivduals who advise the President
on such matters.

We recommend, gentlemen, for your consideration-
(1) That H. R. 1 be amended to provide that the peril-point fiind-

ings of the Tariff Commission be binding upon our negotiators in the
pending Japanese and future agreements, and that the Commission's
findings of facts in the escape-clause reports be binding upon the
President.

(2) That the authority to cut rates 50 percent covering commodities
normally imported in negligible quantities be removed from the bill
unless "negligible quantities" be clearly defined and the relationship
of imports to the domestic production be considered by specific com-
modity, otherwise small industries like our own could be completely
liquidated.

Gentlemen, the disintegration of our industry since the reduction
of tariffs is conclusive evidence of what can happen without adequate
safeguards.

In conclusion, I would like to quote from an address given by our
highly esteemed Secretary of Commerce, the Hon. Sinclair Weeks,
before the National Foreign Trade Convention in New York City,
November 16, 1953:

In our free-enterprise system, competition is the essential priceless ingredient.
It is the motive force in Improving the standard of living of our people. If
applied generally throughout the world as we have applied it, the standard of
living of all peoples would grow toward the approximation of our own.

He further states:
I am willing for American Industry to face the competition of any industry

anywhere with respect to all save the labor factor. I am not, however, willing
to have American industry compete at the expense of the standard of living
of American labor.

And quoting from his concluding paragraphs he states:
What I do suggest is that in the process of determination, when we came to

those products where there exist radical differences in domestic and foreign labor
costs not offset by greater productivity and where the output of this product is
important to a substantial segment of the American economy, then we be guided
in our tariff determination to the end that an adequate recognition of the labor
standards of our workers in that industry be made. Given this type of fair com-
petition, I am entirely willing to place United States industry on its mettle as
against any other industry anywhere in the world. Thereafter, let the man who
makes the better mousetrap get the business.
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Gentlemen, that is all we ask-a fair competitive opportunity-not
an advantage.
I thank you.
Senator MALONE. As a matter of fact, isn't that exactly what we

have in section 336 of the 1930 Tariff Act, a direction by Congress to
consider just those elements and determine the differential of cost
between this nation and the chief competitive nations, isn't that what
it says?

Mr. WIEBER. That is correct.
Senator MALONE. Did I understand you to say you were for the

extension of this act?
Mr. WIEBER. We are for it, no, sir. We are certainly not for it.
Senator MALONE. Are you against it?
Mr. WIEBER. We are very much against it.
Senator MALONE. The suggestions you make are simply made as

some suggestions to strengthen this if it is to be extended in spite of
what you can do?

Mr. WIEBER. We are not for it. We do not believe the power should
be in the hands of one person. We believe that the power should be
in the hands of Congress and that is where it has been and we have
gotten along all right until that was changed.

Senator MALONE. Mr. Weeks is a very admirable gentleman and is
in business himself and needs the same protection for his product and
is getting it or he wouldn't be in business.

Mr. WIEBER. What does he manufacture?
Senator MALONE. I don't know all of the things he manufactures.
I know he is in the manufacturing business.
Mr. WIEBER. One difficulty in our business is out of our total cost

80 percent is in labor and it is very, very high-skilled labor.
Senator MALONE. As a matter of fact, is labor the only problem?
In other words we have a very high tax rate. We have unemploy-

ment insurance, industrial insurance, social security. You have made
the statement that there are places in the world where their entire
wage is not equal to what we pay in those three fields.

Mr. WIEBER. Their wage?
Senator MALONE. Yes.
Mr. WIEBER. No it is not. Our wages are about 4 to 5 times higher

than the wages in Germany where I was about 3 years ago, where I
went into it very carefully over there.

Senator MALONE. Our industrial insurance in Nevada runs as high
as $10 a hundred, and maybe 15 or 14 in other cases.

Mr. WIEBER. We made a survey in our industry and, as I recall it,
our fringe payments which include all these benefits was about 34
cents per hour.

Senator MALONE. That is more than the wages in many of these
competitive countries.

Mr. WIEBER. It certainly is.
Senator MALONE. Why should I say and why should my good friend

whom I highly respect, Mr. Weeks, say that it would only be the wages
that would be considered.

I am talking about both the workingman and the small investor.
The large investor does not suffer; he can put his plant in some foreign
country and ship the products back here. That is being done and it
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is destroying the workingman and small investor in this country and
destroying their standard of living.

Mr. WIEBER. I can't see it any other way.
Senator MALONE. The 19347 Trade Agreements Act has changed

polices and principles laid down for 70 years in this country. Granted
that these wavered sometimes, but, generally speaking, everybody ran
on the basis of giving protection to an industry and the workingmen
and the small investors, based on the difference between the reasonable
cost here and the reasonable cost of production in the chief competitive
nation on the same or a like product.

That is exactly what the Tariff Act of 1930 says.
Mr. Wieber. When we were comparatively quite well protected up

until about 1950.
Senator MALONE. You had a principle under which you could go out

and say to new investors, if you had to have them in the business: You
have a chance to make money because Congress has said this is the
principle upon which the principle will rest.

Mr. WIEBER. That is correct.
Senator MALONE. You don't have it now?
Mr. WIEBER. No, sir. We even had some foreign business at that

time. Today we can hardly get a dollar's worth of foreign business.
We go out and people write in from these foreign countries and we do
a little business with them and we say this looks pretty good.

All of a sudden they slap on an import license or close the imports
and no more goes in but the other countries get it in there.

Senator MALONE. As far as I know no country has ever kept a trade
agreement except this Nation.

Mr. WIEBER. I would not know.
Senator MALONE. I know of none. I have studied the situation very

thoroughly I think. I know of none. They either invent a special
price for their currency in terms of dollars for that particular trade
or they establish an exchange permit which means they only give you
the exchange if they want you to send the stuff in, or they require a
)ermit to import, meaning you can get the permit only if they want

3 ou to bring it in.
So that has made a one-way street out of these so-called trade agree-

ments. They are not trade agreements; they are agreements to lower
our tariffs, as you know.

Mr. WIEBER. Very true.
Senator MALONE. In 1934, after 70 to 75 years, we completely

changed the principle of protection, did we not?
Mr. WIEBER. In 1934.
Senator MALONE. Yes, in the 1934 Trade Agreements Act.
Mr. WIEBER. I am not too familiar with it.
Senator MALONE. You should read it as that is what is put-

ting you out of business. The 1934 Trade Agreements Act super-
sedes the 1930 Tariff Act. Section 336 of the 1930 act stated that
tariff adjustments were to be determined on the basis of fair and rea-
sonable competition on the difference between cost of production here
and in the chief competitive nation. It placed the responsibility to
do this in the hands of the Tariff Commission, an agency of Congress.
The 1934 Trade Agreements Act sets up an entirely different principle
and says the matter of changing relationships between industries in
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this country and political troubles, by buying friends among the for-
eign nations, can be taken into consideration, as they are by the State
Department, which, to all effects, now determines the tariff rates.

Mr. WIEBER. Currency, too, I imagine.
Senator MALONE. The act makes no mention of that. These other

external factors can be taken into consideration by the State
Department and the Executive, and are considered thus completely
changing the policy of doing business in this Nation under which our
standard of living grew to be anywhere from twice that of any foreign
nation, except perhaps Canada, up to 15 or 20 times among some of the
nations.

Mr. WIEBER. Yes, sir.
Senator MALONE. There is no question in my mind-and you have

hit the nail on the head pretty close-that this is an approach, an eco-
nomic approach, to destroy this Nation and it followed by less than a
year the political approach to destroy us through the recognition of
Communist Russia without any safeguards whatever. That was in
1933. We have built Russia ever since. The economic approach to
destroy the workingman and the small investor and make this one
economic world was launched in 1934 under the Trade Agreements
Act. Of course, if you could get enough capital together you could
go over to Japan and manufacture scissors there yourself, could.
you not?

Mr. WILBER. Yes, sir.
Senator MALONE. And I expect you would do all right there if you

have the same advantages they have in low-cost labor and perhaps get
your share of the American market, as some are doing?

Mr. WIBER. What would we do with our workers over here, sir?
Senator MALONE. Nobody seems to be worried about them and they

don't seem to be worried about themselves.
Mr. WILBER. I am worried about them and they are worried about

their jobs out there. It is becoming more evident every day.
Senator MALONE. Has there been a representative of labor in your

industry down here?
Mr. WIEBER. No, sir, not before the committee.
Senator MALONE. There have been labor representatives here testi-

fying for free trade.
Mr. WILBER. I was very glad to hear that testimony today. It was

very enlightening.
Senator MALONE. Will you tell me if you know why a workingman

can be for free trade when he is the first one to suffer when his job
goes to foreign countries?

Mr. WILBER. I would not know of any reason. I can't understand
how people think as someone stated here today. We can't under-
stand how they think.

Senator MALONE. Their blood is on their own head. If they would
come before this committee or just start right out in their own State,
in each State in this Union, and discuss the facts of what is happening
to labor under this act workingmen of this country would realize what
is being done to them. Then this thing would change overnight.
They don't care very much about you. Who is interested in you?
You can get a pair of scissors perhaps a little bit cheaper from some-
body else anyway. It is imported. they don't realize there might be
a national-defense angle. They don't realize that if what they
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are doing to you is followed through with every industry, then it
catches up with all the workers and nobody can buy things cheap,
nobody can buy the cheap product.

Senator MALONE. Who thinks it through? Witnesses have been
coming down here for 20 years trying to save themselves and let every-
body else go by a little trick amendment or contract through the Gov-
ernment or something else.

We have gotten away from the principle of fair and reasonable
competition for everybody.

Mr. WIEBER. It is certainly true. The trouble is with us, you see,
we are members-we have a union there, the CIO United Auto
Workers.

Senator MALONE. The CIO came down and testified for free trade.
Mr. WIEBER. I know that. That is what baffles them when we know

why they did it, because Mr. Reuther is a very close friend of the auto-
mobile industry.

Senator MALONE. Don't you have a local association?
Mr. WIEBER. Yes, sir.
Senator MALONE. I will personally see that your representative can

appear before this committee if he will come down here early next
week. Why don't you send him down? You can count on that, and
they do count on these workers. There are a lot of them and it might
spread.

Mr. WIEBER. I think that is a very good suggestion. I think I can
do something about it.

Senator MALONE. Just send me a copy of the wire you send to the
chairman asking that you have a representative of your union appear
for a few minutes before the committee.

I have been in every nation in this world except the Iron Curtain
countries and Russia and a couple of the Low Countries and every one
of them are looking forward to averaging the living standard with
the United States of America, just like the man in Pakistan who fol-
lowed me around all evening. I didn't want to arane with him, be-
cause he was honest in his convictions that we cou d not have peace
in the world with our standard of living higher than that in Pakistan.

Maybe he is right but I don't need peace that bad yet.
Mr. WIEnER. I don't think so.
Senator MALONE. Your industry is just a part of this intricate eco-

nomic structure that has been built up for 150 years.
Any principle that will destroy you will eventually destroy the rest

of them.
Mr. WIEBER. It certainly will.
Senator MALONE. That was not the policy we built this country on,

we built it on the policy of fair and reasonable competition and as
our living standard went above the others, we raised that protection.

If the living standards abroad went up we would lower protection
under the same system. But we changed that system of fair and
reasonable competition and I say to you that you are now operating
under a system that is aimed at your heart. I don't think you are
doing very much about it?

Mr. WIEBER. Maybe you are right.
Senator MALONE. I think that every industrialist in this country

should walk right into his union meeting and lay the cards on the
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table. If he can't do it maybe there is something wrong with him.
Get that leader down here.

Mr. WIEBER. That leader is guided a great deal by the man from
the international.

Senator MALONE. If he is guided by the man from the international
and he is for what he will get, then he deserves what he will get. If
he has to go on the street to learn it, maybe that is what we will have
to do.

Mr. WIMBER. That is very true.
Senator MALONE. That was why I ran for Senator. This is the

only office I ever ran for. I was in the engineering business for 30
years, industrial engineering.

I don't know anything about scissors, I can tell you when I was in
private business if you looked for sites, I could help in that. I do
understand it. I can't tell you that anybody understands it in
Washington.

This is a different policy and a different town.
This is an internationalist town and so is New York.
Mr. WIEBER. It is much more so today than 5 years ago.
Senator MALONE. New York and Washington are internationalist

towns pure and simple.
The people out over the country in little businesses are an intricate

part of the economy of this country, however small. They may only
do $5,000 worth of business a year, but some family is living on it and
not on the country relief.

Mr. WIEnER. They don't want it.
Senator MALONE. And they don't want it. But they are coming

to it.
I have asked several witnesses today and I am asking you. What do

you have to do to get this story across to them ?
They come down here "with a tail between their legs" and say give

us an amendment to let us exist for another year and they are hardly
able to face the committee, half of them and they are the ones who
pay the salary of the people in Congress. We don't pay their salaries.

Mr. WIEBER. There is a lot of power behind the Randall Commis-
sion. A lot of money has been spent.

Senator MALONE. I don't care how much money was behind the
R'andall Commission. Let's think this subject through. Sit down in
the cool of the evening, turn off the radio and the television and throw
the papers that have these special prepared prejudiced opinions for
you in the corner. Get the heads of our unions together, and say, let's
think this thing out, where are we going ?

You made the point a while ago. You accept this and hang on the
ragged edge and get your wages down like Mr. Hoffman did in South
Bend, Ind. Wage cuts can be very disastrous when wage earners are
paying for a home and sending their kids to school.

Mr. WEBER. We don't want to lower their wages. We want to raise
them.

Senator MALONE. I know that. Suppose you get this 5- or 10-
percent reduction which you will get when they make the treaty with

apan and you say to them our investment is gone, your job is gone,
what will we do. They do lower their wages.

Mr. WmBm. It wouldn't make any difference.
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Senator MALONE. It will come again as you say.
Mr. WrEIBER. I agree.
Senator MALONE. What we are doing is working toward a leveling

of the living standards of the world to hit the common level. When
you have the markets of 160 million people thrown into the pot for the
2 billion other people in the world you know where the level will be,
don't you?

I think you have made a very good witness. I know you know this
but I want to draw your attention to one thing. If we extend this
thing, no matter what amendments are included, you are still in
GATT, your International Materials Conference out of the State De-
partment, your trick world organization to regulate trade set up
under a United Nations resolution passed just a few months ago.
They are all in operation.

If you don't extend it our markets are no longer in the pot. That
is what is at stake. And when our markets are not in the pot, there
is no game. It is like a sucker poker game in any town. If the man
with the money doesn't come in and sit down, there is no game, is
there?

Mr. WERn. That is right.
Senator MALONE. What I am trying to do is to keep our economy

so we can protect ourselves and anybody else in the world whose pro-
tection is necessary to protect ourselves.

Mr. WMER. I agree with you very definitely.
Senator MALONE. Every nation in the world is protecting itself

except the United States of America.
Mr. WIEBER. At our expense.
Senator MALONE. This is the only Nation where you can find any-

body who is not for his own country.
Mr. WIEBER. That is right.
Senator MALONE. I want to say as acting chairiaan of this committee

right now that I appreciate very much your appearance here but I
think you have only done half your job.

Mr. WrEBE. I think you are right. I appreciate having this oppor-
tunity.

Senator MALONE. Thank you. If you send a wire to the chairman
of the committee, send me a copy to the Senate Office Building.
I will see that they get their chance.

Mr. WIEBER. Thank you very much.
Senator MALONE. Mr. Taylor, general counsel, Southern States In-

dustrial Council.
Mr. Taylor you may identify yourself for the record and proceed

in your own way.

STATEMENT OF TYRE TAYLOR, GENERAL COUNSEL, SOUTHERN
STATES INDUSTRIAL COUNCIL

Mr. TAYLOR. Mr. Chairman, my name is Tyre Taylor. I repre-
sent the Southern States Industrial Council, the headquarters of which
are in-

Senator MALONE. You have been a long time in arriving and I am
glad to see you.
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Mr. TAYLOR. Thank you, sir. The headquarters of the council are
in the Stahlman Building in Nashville, Tenn. My own office is 917
15th Street here in Washington. I have been here, Senator, a very
brief statement which I can read in 10 minutes.

Senator MALONE. Go right ahead.
Mr. TAYLOR. The council was established in 1933.
It is a regional organization representing industry and business in

the 16 Southern States from Maryland to Texas.
According to a recent descriptive publication entitled, "In Brief, the

Fundamental Purpose of the Southern States Industrial Council," is
to restore and preserve to future generations the traditional American
free enterprise system which is the basis of our strength as a Nation-
and which is the product of freedom itself.

At the last annual meeting of the council's board of directors held
in Point Clear, Ala., on May 13-14, 1954, the following statement of
policy was adopted:

INTERNATIONAL TRADE

The South has a special interest in foreign trade and commerce.
Its exports account for a large part of the region's two main money crops-

cotton and tobacco--which imports include rubber, manganese, coffee, cane sugar,
and a long list of other commodities.

The council recognizes that in general our overall foreign trade policy based
upon subsidy is unsound; further, sound international relations make it de-
sirable for exports to be balanced by imports, thus encouraging a two-way trade.

However, it is recognized that there is a limit to which this country can go il
the latter direction without inflicting serious injury upon the American economy.

Therefore, the council believes that the Reciprocal Trade Agreements program
should be revised to provide adequate safeguards against unreasonable and un-
ethical, competition which would seriously injure American producers and
American labor.

Senator MALONE. Do you also represent the labor in your area in
this statement?

Mr. TAYLOR. No, sir.
Senator MALONE. What attitude are they taking toward the 1934

Trade Agreements Act that supersedes the 1930 Tariff Act?
Do they say it ought to be extended? 
Mr. TAYLOR. I have no personal knowledge about that but I imagine

there is a difference of opinion, and the CIO unions feel that it should
be extended and the others taking a variety of attitudes ranging all
the way from extension to nonextension.

Senator MALONE. How can the workingman be for the transfer of
his job to some other nation?

Mr. TAYLOR. I remember your asking another witness that question
and my explanation would be about the same as his.

That is that a very large number of working people in this country
are hired by exporting industries.

Senator MALONE. I am talking about your workers. Are you an
exporting industry?

Mr. TAYLOR. The council has many textile mills as members.
Senator MALONE. They are not exporters at the moment; are they?
Mr. TAYLOR. They do export some.
Senator MALONE. Exports are what percentage of their market?
Mr. TAYLOR. About 6 percent.
Senator MALONE. You have 95 percent of your market here in this

Nation. By what line of reasoning do you think you should continue
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to lower the tariff which is the objective and divide your market with
other nations?

Mr. TAYLOR. I take a position on that in this paper.
Senator MALONE. What is it?
Mr. TAYLOR. Our position is, in brief, that with the average wage

of the textile industry in this country $1.30, we cannot possibly com-
pete with Japan with average wages in the neighborhood of 13 cents.

Senator MALONE. Can you compete with England and Germany?
Mr. TAYLOR. No, sir.
Senator MALONE. Then are you for the extension of this act?
Mr. TAYLOR. Our position on that I would like to read it because

I am representing an organization and my own personal feelings-
Senator MALONE. What are your own personal feelings?
Mr. TAYLOR. My own personal feelings are sometimes more nearly

parallel with yours.
Senator MALONE. What are you personally in favor of without

representing your trade?
Mr. TAYLOR. I think this whole thing is wrong.
To me it just doesn't make sense, under the guise of a reciprocal

trade agreement, to have certain industries assume a large part of the
burden of foreign relief.

That is exactly what is proposed here. This is no ordinary trade
agreement extension act. For the first time-and you heard it here
today and yesterday and before that-for the first time we are pro-
posing to severely injure numerous industries some of which are vital
to national defense.

Senator MALONE. You have already been injured.
Mr. TAYLOR. We have been injured but this is the first time to my

knowledge at least that it is proposed that these industries be regarded
as being in the expendable class.

Senator MALONE. Have you ever read the act?
Mr. TAYLOR. Yes, sir.
Senator MALONE. The original act?
Mr. TAYLOR. Yes, sir.
Senator MALONE. What does it say there? Doesn't it say you are

expendable in almost so many words?
For 21 years if the President-really the State Department- de-

cides that reductions will help the relationships of industries in this
Nation in the overall economic situation or help in the international
situation, you can be sacrificed; doesn't it?

This is nothing new.
Mr. TAYLOR. This goes further.
Senator MALONE. It goes 15 percent further in the tariff reduction

but outside of that that is all.
Mr. TAYLOR. There is no pretense of reciprocity in the bill that

I know of.
Senator MALONE. There is no pretense in the other either. You

have been reading it between the lines because you have been reading
the special articles.

Mr. TAYLOR. I agree with you that they always got out of reciprocity
through one scheme or another, but they have gone through the mo-
tions.

Senator MALONE. The law itself does not mention reciprocity.
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Mr. TAYLOR. I thought the title contained the words "reciprocal
trade."

Senator MALONE. Show it to me.
Mr. TAYLOR. I haven't got it.
Senator MALONE. It was invented by the London bankers almost

the same year and we have been mouthing it ever since. It is not in
the title and not in the bill.

Mr. TAYLOR. If I may, I would like to read the statement.
Senator MALONE. I don't think you have read the law or the old 1930

Tariff Act and you don't know what is going to happen if you don't
extend it.

In other words, I don't think you will make too good a witness.
Go ahead.
Mr. TAYLOR. First, I should like to raise the question, what is the

United States reciprocal trade program for? What is its purpose?
Is its purpose that of increasing mutually beneficial, two-way inter-

national trade with a minimum of injury and dislocation to domestic
producers?

Or is its purpose to favor and bolster up certain foreign economies
at the expense of American producers and their employees?

The same question may be stated another way: Is the purpose of
the proposed program to continue foreign aid under the guise of
reciprocal trade, but without any pretext of reciprocity and at the
expense of a selected group of industries rather than the taxpayers
generally.

You have heard or will hear witnesses testify that the American
cotton textile industry with average wages of $1.30 an hour cannot
compete with the modern Japanese industry where the average wage
is in the neighborhood of 13 cents an hour. Incidentally, the provi-
sion of the bill which purports to give protection against substandard
wages means substandard in relation to other wages in the country in
which they are paid. Presumably 13 cents is not substandard in
Japan.

To the same effect, spokesmen for the chemical, coal, lead, zinc, glass-
ware, plywood, and numerous other domestic industries assert-and
present facts and figures to substantiate it-that they cannot meet
low-wage foreign competition and continue their normal business op-
erations. The chairman of the board of Monsanto Chemical Co.,
Mr. Edgar M. Queeny, put it a little differently. After recalling that
the American organic chemical industry has largely developed since
World War I and with the aid of adequate tariff protection, Mr.
Queeny said that Monsanto would not go out of business if Congress
passes H. R. 1 and its provisions are implemented. Rather, he said:

The character of our business will change-and our country will suffer. We
would not research and build new plants for new products which we know in
advance can be duplicated abroad and imported into this country at prices which
would make our production unprofitable. We would concentrate on products
which can be produced in volume and which have cheap, indigenous raw mate-
rials. We would place greater emphasis on our foreign plants and perhaps
establish new ones.

Senator MALONE. I might interrupt at that point. I think that is
the objective of the law, to move these jobs to foreign soil and destroy
the American workingman, and the small investor who cannot move
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to foreign soil. I don't think there has ever been any other objective
in the law.

Mr. TAYLOR. I must say that many of the developments in recent
years would seem to bear out your thought.

Senator MALONE. There has never been a development in any other
year since 1934. We had two wars, we had WPA, and we had PWA.
And preparation for war. There has never been any sound, solid
space of time so you could tell how a tariff would operate. There
may be in the next 2 years, and that will help you. I mean, help you
understand it, not help your business.

Mr. TAYLOR. A spokesman for the Southern Coal Producers Asso-
ciation, Mr. Jospeh E. Moody, has estimated that 40,000 miners are
now out of work in the States of West Virginia, Virginia, Kentucky,
and Tennessee, and he attributed this sickness of the coal industry
in considerable part to the importation of residual fuel oil from
Venezuela.

Mr. Howard I. Young, president of the American Mining Congress,
stated to you on Monday that if Congress extends the present law, it
should amend it to protect domestic industry.

What these people are asking for, gentlemen, is not a further reduc-
tion in tariffs-as would be permitted by H. R. 1. What they are
asking for is sufficient protection to assure that irreparable injury will
not be dona their industries.

That is what the people were asking for here today, as I understand
it.

Senator MALONE. You changed the policy in 1934. You changed it
from a policy that directed the Tariff Commission to establish a duty
at all times on a basis that would represent the difference in production
cost between our own country and the chief competing country on a
similar or like article, to a policy gradually transferring these indus-
tries to foreign nations or changing the industrial map of this nation
by encouraging more imports of one product on the theory that we
may sell more to a foreign nation. But the way it works out, you can-
not because of the blocks that other nations have put up. If we sell
any grain or anything, we know how we do it. We pay the difference
between the world price and the support price. Gradually the pressure
is on. There has been testimony before this committee many times
that continually the Executive has the authority to determine whether
he should build your industry or trade it for another, or what part
of it, or what change in the industrial map of the United States should
be made. That is an entirely different policy.

And so we come back to the question, what is the reciprocal trade
program for? What is its purpose?

We hear a lot these days about our responsibilities as a nation and
about the necessity for improving the living standards of the free
world in order to keep communism from gaining a foothold. Since
1948 we have spent some $45 billion in foreign aid. We have not up to
now, however, deliberately destroyed any important American in-
dustry in pursuit of our foreign-aid policy.

Senator MALONE. Are you sure of that?
Mr. T.kYLOR. Yes.
Senator MALONE. You have heard testimony that the crockery in-

dustry has been destroyed for 3 or 4 years, and there are mineral
industries that have been destroyed.
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Mr. TAYLOR. Lead and zinc.
Senator MALONE. They are on the street. But they are not the only

ones that are on the street. Many of them are operating now in the
red hoping that something may happen to save them from going out
of business. I don't think this statement of yours represents actual
conditions.

Mr. TAYLOR. It may be worse than I have indicated.
Senator MALONE. It is, without a doubt.
Mr. TAYLOR. We have put them deeply in debt and have taxed them

at astronomically high levels. But up to now, we have stopped short
of throwing the American market wide open to the sort of low-wage
competition which now threatens a long list of our most vital
industries.

How do other nations look upon our reciprocal trade program? Do
they permit us to sell to them in competition with their domestic pro-
ducers? You know the answer to this question as well as I do. In
Britain, for example, they have finally agreed to admit a total of 650
United States- and Canadian-built automobiles annually on a sort of
trial basis and subject to duties and taxes which bring the American
Chevrolet in the British market up to about $6,000. It is a fair state-
ment that the reciprocal trade program has been notable mostly for
its lack of reciprocity. It has been practically a one-way street.

Senator MALONE. Let me bring it up to you in a very friendly man-
ner, because I think you are conscientious and want to represent these
industries and do it the right way. If you will read the act when you
go home, you will not find the phrase "reciprocal trade" in the
act. It has never been intended to be reciprocal, never has been and
never will be reciprocal. It is a deliberate attempt-I have called it
that today and on other occasions on the floor of the Senate and in
addresses at other places-a conspiracy to destroy this Nation, an
economic approach to destroy the workingman and the small investor
of the Nation, and to destroy our ability to defend ourselves. As a
result of it we have become dependent on nations across the ocean
for things we cannot do without.

Mr. TAYLOR. I follow your speeches in the Senate very closely.
Senator MALONE. Then you know what I have said. I don't think

I have lost a debate on it. The facts are there. How, I ask you, can a
man like you be told that reciprocal trade was the title of a bill and you
call it reciprocal trade every time you mention it, when it was invented
by London bankers to sell free trade to the United States of America,
and I guess they did, even to the workingman, where they want to take
their jobs to other countries. I don't understand how intelligent men
can be fooled by a slogan to that extent.

We have the slogan about dollar shortage. We can't have dollar
shortage except where a nation buys more than it produces each year,
or fixes a price above what anybody will pay for it.

"Trade not aid"-I was in the Senate, and I pinned that on Chan-
cellor of the Exchequer Butler within 2 weeks after he uttered it. We
see this on television and radio and we hear these slogans and we say,
"Too bad, we didn't know it," and then we start talking about it, and
we sell the very thing in these slogans.

I have spent 8 years now on this subject, among others, and I don't
understand it. This is the most important subject. Men like you
really do amaze me. I know you are honest and you have integrity,
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but you are not, in my opinion, as effective as you would be if you got
your labor with you, and you thoroughly understood these things, as
to what the purpose of them really was.

Mr. TAYLOR. You understand, Senator, that I am appearing here
under a declaration of policy that was adopted by our board of
directors?

Senator MALONE. I see that. Officially you haven't said anything
yet that will help us defeat this thing.

Mr. TAYLOR. Possibly I won't.
Senator MALONE. I don't think you will. I have looked it over

already.
Mr. TAYLOR. I can't say that this organization wants to defeat the

Trade Agreements Act entirely.
Senator MALONE. I predict you will come up here and want to

defeat it if we extend it 1 year.
Mr. TAYLOR. That is entirely possible.
Senator MALONE. Maybe, if you thoroughly understood it, you

would be here this year advocating its defeat, not only personally,
which you have done, but officially.

Mr. TAYLOR. Nor have the peril point and so-called escape clause
afforded any important protection except in one instance-the watch
industry.

Senator MALONE. It was never intended to, because it was left to
the final decision of the executive and, in my opinion, that means the
State Department, and nobody intended to make it effective. It was
just a method to wet the folks down for a year or two each time.

Mr. TAYLOR. Since the institution of the escape clause in 1948, there
have been 59 applications for relief to the Tariff Commission. In 15
of these cases, the Commission found injury or threat of injury and
so reported to the President. In only five of these cases has the Presi-
dent taken action. I mentioned the watch industry. What do you
suppose the other four were? Women's fur felt hats and hat bodies
(October 30, 1950) ; hatters' fur (January 5, 1952) ; dried figs (August
16, 1952) ; and alsike clover seed (June 30, 1954).

In conclusion, we repeat: This is not an ordinary trade agreements
extension bill. For the first time, key industries-industries vital to
national defense-are to be regarded as expendable, at least in sub-
stantial part. For the first time, you are asked to adopt a policy which
will place the burden of foreign aid, not on the Nation's taxpayers,
but on a selected group of industries-some of them predominantly
southern-which apparently have been marked for the sacrifice. For
the first time, Congress is asked to approve a policy which has pro-
foundly socialistic overtones and will result in the deliberate importa-
tion of unemployment and a reduction in the American standard of
living.

Senator MALONE., I just have one comment to offer on your setup,
that you just haven't understood it up to date. It was international
socialism from start to finish, and it is just as Mr. Butler said, he
didn't want to trade. He wanted to sell the products produced by the
plants, paid for by the taxpayers of the United States, in England,
and in other nations. That was Mrs. Luce's statement, too. She
wasn't responsible for all this business. She was in Congress, but I
think she was opposed to it. But she is an Ambassador to a great
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country, Italy, and she said, apropos of the extension of this act, she
was for it because she said the Italians would not understand after
the taxpayers of America had built their plants if we wouldn't buy
their byproducts from them.

I said that in 1948 on the Senate floor when the Marshall plan first
was proposed, that there is no difficulty in building industrial plants
any place in the world where you can show you have a market, but they
didn't have the market there. That was obvious to any industrial en-
gineer. Therefore, we overbuilt their production to furnish their own
markets, and they would have to sell it someplace. I said that would
become our problem, and it is the problem.

It is our problem, because we built it. They say that we have to
take the products or they are going to go someplace else, and they
are already going someplace else, and won't stop. So you haven't
read the act, and didn't understand it until now, in my honest opinion.

You have had the policy all the time. It is not the first time. It
is merely putting the pressure on.

Mr. TAYLOR. In connection with what you have observed about
Italy, I have been interested in something I found out in the past
couple of days.

The domestic plywood industry is under terrific pressure from
foreign competition.

Senator MALONE. It is not new.
Mr. TAYLOR. A lot of plywood is coming in from Japan. Appar-

ently we modernized the Japanese plywood industry. They are using
our machines. They are using our know-how which we sent people
over there to teach them, and now they have come in here and are
underselling us.

Senator MALONE. I used to stand on the Senate floor for 2 and 3 days
talking about what was going to happen if we continue to build these
plants, as to why we should not send this money there without a quid
pro quo, something to buy that we didn't have. All these things that
you are saying now I said a hundred times on the Senate floor. That
would be conservative, I think. And I said them in addresses all over
the United States.

Mr. TAYLOR. I think you have rendered a great service in doing that.
Senator MALONE. I don't know whether I have or not. I have some

powerful people who don't like me too well.
Mr. TAYLOR. It has been a chore to stand on the Senate floor by the

hour and bring these things out. I want to congratulate you on the
record that you have made.

Senator MALONE. Well, that sounds wonderful. I really appreciate
that. This is the ninth year. It is a long time to be stubborn. Some-
times somebody will read those addresses, but it will be too late to help
them. They will need a few pair of shoes out on the sidewalk.

Mr. TAYLOR. I think the vote in the House indicates that the south-
ern delegation is changing its views.

Senator MALONE. You have a southern delegation here in the Senate.
Mr. TAYLOR. Yes, sir.
Senator MALONE. You extended it over there for 3 years; didn't

you?
Mr. TAYLOR, Yes, but it was by a very narrow vote, much narrower
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Senator MALONE. No matter how narrow, it would have been nar-
rower and wouldn't have gone over if your labor had gotten busy
about 6 or 8 months ago.

Mr. TAYLOR. We are unable to speak for labor.
Senator MALONE. I think you are only half efficient for that reason.

You are not even half efficient, because nobody really cares what hap-
pens to you, except maybe some dumb Irish engineer like me. I think
you are part of the economy. I think it is important that the economy
doesn't fail. If it does; we will wake up with the same kind of a
government that we think we are fighting. That is our danger. I
think the large investors are shortsighted about a condition where
their investments in foreign countries are profitable and they bring
the stuff back here.

As these men go out of work, their market will go down in this coun-
try and they will bring upon their own heads the destruction that they
first bring upon yours.

Mr. TAYLOR. May I ask a question of you, sir?
Senator MALONE. Yes; I would like very much if you would.
Mr. TAYLOR. How long do you think this boom we have in this

country is going to last?
Senator MALONE. I think we are treading water. Just anything

could destroy us economically. Just a slack-up of the material we are
sending to Europe and putting in the warehouses, which will never
come out-90 percent is obsolete when it hits the ground for national
defense. We don't have the guts to stop it, for fear of unemployment.
We are letting contracts all over the 1Tnited States. We are buying
the products of people here. If someone howls loud enough, we give
them a contract for something. It is a very unsteady situation.

Mr. TAYLOR. It certainly is. Take the coal industry. I mentioned
that they have had a serious depression on their hands for 2 years.

Senator MALONE. You might as well ask me how long a man can
live who is a prosperous rancher by stopping work and borrowing
money on the ranch.

When he owes more than the ranch is worth, the banker will see
that he goes to work or that he gives the ranch to the bank. We have
been living on our fat now for 21 years at least. We get into a war
little or big, every so often. We may get into a partial war that will
hold us up a little longer.

It will be a great fall when we finally stub our toe. It doesn't make
it any more right that my administration is doing it on the basis of
self-defense than the Democratic administration when it did that.

Mr. TAYLOR. Don't you think if we do have a depression, it will be
far and away the worst that we have ever had?

Senator MALONE. The one we had in 1929 will be just a pup.
Mr. TAYLOR. I agree.
Senator MALONE. So we are facing a situation, if we have the guts

to sit down and go to work, be for the American people and be for the
defense of every area in the world that is needed for the defense of the
American people, get ready to do it under the sea, in the air, and by
guided missiles in places wNere the next war is going to be fought, we
can do it for less money, and quit sending those silly billions to Europe,
and pay a little on the national debt and lower the taxes, and have a
chance to pull out.
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But you know, we are like a fellow who has been on a drunk for 6
months. He dreads the day of sobering up. If he does it every morn-
ing, it is not so bad. If you skip a few mornings, it gets rougher all
the time.

I am delighted that you came here. I am sorry, however, that you
haven't gone a little deeper into the situation and haven't discussed
it with your labor because they have much more influence than you do.

I am sorry to have to tell you that.
Mr. TAYLOR. You don't have to tell me that.
Senator MALONE. The CIO came up with their representative, and

said they wanted free trade. The Farm Bureau comes up and says it
wants freer trade. The Grange wants freer trade. The Farmers
Union wants freer trade. You are liable to get freer trade.

Mr. TAYLOR. The South has been traditionally for free trade because
of their exports of tobacco and cotton and rice and commodities of that
kind.

Senator MALONE. I guess they thought they could sell a little bit
more tobacco, and so on, but how are we selling all this stuff ?

Mr. TAYLOR. The situation is changing. We are becoming more
industrialized and getting a better balance between industry and
agriculture.

I certainly thank you.
Senator MALONE. We thank you.
A recess is declared until tomorrow morning at 10 o'clock.
(Whereupon, at 6: 40 p. in., the committee recessed, to reconvene

at 10 a. m., Friday, March 11, 1955.)

992



TRADE AGREEMENTS EXTENSION

FRIDAY, MARCH 11, 1955

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met, pursuant to recess, at 10 a. in., in room 312,

Senate Office Building, Senator Harry Flood Byrd (chairman) pre-
siding.

Present: Senators Byrd (chairman), George, Smathers, Barkley,
Millikin, Malone Kerr, and Carlson.

Also present: Senators Pastore and Green.
The CHAIRMAN. The committee will come to order.
The first witness is Hon. Dennis J. Roberts, Governor of Rhode

Island.
Senator Pastore, do you care to make any comment?
Senator PASTORE. I would like to introduce to the Finance Com-

mittee our very distinguished Governor, Mr. Roberts.

STATEMENT OF HON. DENNIS 3. ROBERTS, GOVERNOR OF THE STATE
OF RHODE ISLAND, ACCOMPANIED BY SEYMOUR E. HARRIS,
PROFESSOR OF ECONOMICS, HARVARD UNIVERSITY

Governor ROBERTS. Mr. Chairman and members of the committee,
I would like to have your permission to have Seymour E. Harris, pro-
fessor of economics of Harvard University, sit with me during the
reading of my brief paper.

I make this request because Dr. Harris represents the New England
Conference of Governors which has carried out an extensive study of
textiles in the New England region during a period of 6 years.

The CHARMAN. You may be seated, Dr. Harris.
Proceed, Governor.
Governor ROBERTS. As Governor of Rhode Island, a State produc-

ing many manufactured goods which are, or can be sold in world mar-
kets, and a State consuming a number of raw materials which come
from overseas, I am necessarily interested in promoting a greater flow
of world trade, and in a rising level of prosperity throughout the free
world. To the extent that more trade and a strengthened free-world
economy contribute to world peace, it is a matter of vital concern to
all of us.

However, even the most enthusiastic supporters of free trade recog-
nize that the feasibility of further concessions in United States tariff
policy must be balanced against their possible adverse effect on our
omestic economy.
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Moreover, some students of the reciprocal trade program doubt that
it can meet the problems of world trade today where other nations
continue to use such restrictive devices as quotas, currency devalua-
tion, monetary control, and cartel agreements.

I should be guilty of neglecting my responsibilities as Governor, if
I failed to consider the impact on Rhode Island of particular proposals
dangerous to the economy of our State, however desirable the avowed
general objectives of those proposals may be. Moreover, I am confi-
dent that the members of this committee are equally unwilling to see
the economy of any State or community in the Nation seriously
weakened.

Three of Rhode Island's major industries-textiles, jewelry, and
rubber goods-believe that the presently proposed provisions of H. R. 1
represent a serious threat to their continued existence. Based on the
information available to me, these industries have good reason to be
worried. If these industries merely employed a relatively few work-
ers, I should be less concerned. In fact, however, the textile, jewelry,
and rubber industries together represent 53 percent of Rhode Island
manufacturing employment. Since the Rhode Island economy is
based primarily on manufacturing, this means that almost half of
Rhode Island's 365,000 workers are directly or indirectly dependent on
these 3 industries for their livelihood at the present time. Any action
which would seriously injure either the textile, or the jewelry, or
rubber industry separately would weaken the fabric of the Rhode
Island economy. A measure which threatens all three of these indus-
tries could spell serious disaster for the entire State.

Rhode Island's number one economic problem at the present time
is unemployment in the textile industry. The depressed condition of
the textile industry is not, of course, peculiar to Rhode Island. From
January 1951 to November 1954, textile employment declined by
265,000 in the United States, and by 111,000 in New England, as com-
pared with 95,000 in Rhode Island. The problem is especially acute
in Rhode Island, however, because of the fact that 30 percent of our
manufacturing employment is in the textile industry-a higher pro-
portion of textiles than any other State in the Northeast, and exceeded
only by the three leading textile States of the South. In spite of new
jobs provided by other industries and withdrawals from the labor
market of some older people, Rhode Island still has close to 20,000
unemployed textile workers seeking work today.

Rhode Island is the center of the Nation's jewelry and lace industries.
Over 50 percent of the Nation's production of Leavers, or fancy lace,
is concentrated in Rhode Island. Unlike the textile industry as a
whole, this branch of the industry has shown some tendency to
increase employment since World War II. It has, however, also
been somewhat affected by the textile decline and decreased employ-
ment throughout the Nation in the past year. It is, moreover, partic-
ularly susceptible to the threat of foreign competition, since it is a
high-wage, small-business type of specialty operation in which Ameri-
can mass production methods offer little advantage to offset low-wage
labor abroad. Foreign competition in the past 2 years has been cut-
ting heavily into the domestic lace market, and industry spokesmen
state that 45 percent of the American market has been captured by
French and British producers.
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The record of Rhode Island jewelry industry is quite different from
that of the textile industry, though in some respects its problems are
similar to those of lace manufacture. The jewelry-silverware indus-
try, dominated in Rhode Island by the low- and medium-priced items,
has more than doubled its average employment since 1939, and has
added 5,500 workers, on the average, since 1947-an increase from
1947 to 1954 of almost 30 percent.

Today this industry accounts for over 18 percent of manufacturing
employment in the State and represents the State's second largest
provider of manufacturing jobs. The vitality and growth of this
industry has not in itself offset the decline in textile employment, but
it is one of the industries which has helped materially, particularly
in offering employment opportunities to new and younger members
of the labor force. Like the lace industry, the jewelry industry must
be prepared to adapt itself to rapid changes in style and fashion, it is
characteristically small business, and direct labor costs are an im-
portant part of the cost of manufacture. Like lace, therefore, it is
highly vulnerable to competition of low-wage foreign producers in
Germany and Japan, and in spite of continued overall growth, certain
segments have already been largely destroyed by cheap imports from
abroad.

The rubber industry in Rhode Island normally employs about 7,500
workers, and represents about 5 percent of manufacturing employ-
ment. In spite of periodic employment fluctuations, the industry
has shown a trend of long-term growth. It contributes elements of
diversification and long-range stability to the Rhode Island economy.
In Rhode Island the industry tends to concentrate on specialized types
of consumer goods. Rubber footwear is a major branch, and other
items include such varied lines as rubber pharmaceutical supplies,
bathing caps, and golf balls. Again, the high labor factor in pro-
duction costs make such items vulnerable to competition from low-
wage areas overseas.

The picture I am trying to lay before your committee is this:
Rhode Island has a serious problem of unemployment at the present
time.

I might state at this time that the percentage of unemployment
to the total labor force is approximately 10 percent, while the national
average is somewhat over 5.

This unemployment has largely resulted from the intense domestic
competition and the slump in textiles for the last 2 or 3 years.

Even without the threat of reduced tariffs, the financial situation
in regard to the State's employment security fund has been precarious
for several years.

Last year's expenditures of $22.9 million for unemployment bene-
fits exceeded the gross income of the fund by $6.6 million and reduced
the benefit-fund level to $21.7 million, the lowest year-end balance
since 1940.

Any further reduction of textile tariffs is certain to make the situa-
tion more acute in respect to unemployment, and would further
endanger the solvency of the Rhode Island employment security fund.

At the same time, cuts in tariffs on jewelry and rubber items
threaten to deprive the Rhode Island economy of those elements of
growth and stability upon which our State must rely to help offset
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textile unemployment. Rhode Island not only needs all its present
jewelry and rubber industries-it desperately needs their continued
growth.

In stressing the importance of the continued growth of the jewelry
and rubber industries in Rhode Island, I do not mean that we are
relying on these industries alone to solve our unemployment prob-
lems. On the contrary, for the past 3 years, Rhode Island has been
-engaged in an intensive drive to encourage development of other
industries, and to attract new ones. These efforts have met with
a considerable measure of success and promise even more for the
future. Such new developments take time, however, and experience
has shown that the transfer of workers from one industry to another
cannot be accomplished as easily or as quickly as older economic
theories might lead some to expect. Hardships inflicted on Ameri-
can workers by unemployment resulting from low-wage foreign com-
petition in many cases may persist to some degree throughout the
balance of their working lives. The prospect of reemployment in
such cases is obviously reduced still further if a large proportion
of industries in the particular area are similarly hurt. And I should
like to point out that while the textile, jewelry, and rubber industries
are most immediately concerned with possible further tariff reduc-
tions, most of the other industries in Rhode Island, New England,
and in many parts of the Northeast are those in which labor represents
a large proportion of manufacturing costs, and in consequence, these
other industries, too, are likely soon to be threatened with similar
foreign low-wage competition.

In view of the fact that recent Federal efforts to, relieve unemploy-
ment in existing areas of chronic unemployment have had little effect,
and have not touched the core of the problem, it would seem most
unwise to adopt a tariff policy which is certain to make solution more
difficult in most such areas in the United States, and which would
not necessarily solve the trade problems of our friends abroad.

As far as Rhode Island is concerned, the Federal Government has
not only been of little help in solving our problem of unemployment,
but it has proven unwilling even to mitigate its effects by providing
adequate reinsurance for our depleted employment-security fund.
Under these circumstances it would seem the part of prudence and
justice for the Congress to avoid action which would make our prob-
lems more difficult of solution.

Representatives of the textile, jewelry, and rubber industries have
stated their case before the House Ways and Means Committee, and
are submitting statements and recommendations to this committee of
the Senate. To save time, I have not attempted to repeat the facts
presented in those statements except in very brief, summary form.
Their arguments are cogent, however, and I earnestly and respectfully
recommend that you give them careful attention.

Their principal recommendations, which I should like to endorse
in principle with all the force at my command, cover the following
three points:

(1) In defining the peril point, the impact of imports on particular
communities, areas, and States should be given at least equal impor-
tance with the impact on industries. As I have tried to show, unem-
ployment which might be insignificant if it were dispersed evenly
throughout the Nation can be seriously crippling to the economy of
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particular areas such as Rhode Island when it is largely concentrated
in those areas. The total area impact of tariff adjustments in all
industries should be considered.

(2) Unemployment-both existing and prospective-should be
made a criterion of injury to American workers, farmers, or produc-
ers. Further, the critical degree of unemployment should be precisely
defined-possibly as that meeting the definition of "substantial un-
employment" used by the United States Department of Labor. No
measure of the impact of a particular economic policy can be consid-
ered adequate which does not take into account its actual effect on
the opportunities of American workers to earn a living and which
does not recognize that workers are not mass-produced, interchange-
able machine parts which can be shuffled about at will.

(3) There should be a distinction drawn between those industries
in which labor represents a relatively high proportion of manufactur-
ing costs, and those in which labor is relatively unimportant. Those
industries with a high proportionate labor cost are those which em-
ploy a relatively large number of workers, and which are also in
greatest danger from unfair competition with the lower wage areas
of the world. In such cases, no further tariff concessions should be
made unless wages in the particular foreign industry and country
concerned bear a reasonable relationship to the national minimum
wage in the United States. An amendment embodying these prin-
ciples was proposed in the House of Representatives by Representa-
tive Curtis of Ohio. While I do not necessarily endorse every detail
of this proposed amendment. I heartily endorse its basic principle as
sound, and I respectfully urge you to give such a proposal careful
consideration.

In closing, I should like to call your attention that I am not sug-
gesting in any way that we should impose high or prohibitive tariffs
which would cut off foreign trade. All I seek to do is to prevent fur-
ther lowering of tariffs where such tariff cuts offer a real threat to
the livelihood of American workers, and in particular where they
threaten a major portion of the jobs of Rhode Island workers and
the economy of the State. Secretary Dulles himself has been quoted
as saying that United States tariffs are the lowest of any comparable
industrial nation in the world.

Present tariff levels have not been well tested against the type of
world competition which we face in the near future. Under these cir-
cumstances we should be very cautious in making further concessions,
and be doubly careful that in seeking improved world conditions we
do not merely succeed in weakening the American economy, upon
whose continued strength the future of the free world depends.

The CHAIRMAN. Thank you very much, Governor.
The Chair understands that Dr. Seymour E. Harris, of Harvard

University, is associated with Governor Roberts in this presentation.
And the Chair suggests that Dr. Harris be heard briefly, and then
the two witnesses may be examined.

Dr. Harris.
Mr. HARRIS. Mr. Chairman, may I say that I represent the confer-

ence of New England governors as a public service, that I have taught
economics for 35 years and concentrated considerably on the field of
international economics, that I have generally been considered a free.
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trader, and thus you may be a little surprised at some of the things
I will say today.

I want to make clear that under H. R. 1 there may be very large
reductions in tariffs on textiles, which is still the most important ema.
ployer of labor in New England. I want to point out that in the
last 31/2 years New England has lost 38 percent of its textile jobs,
and the whole country has lost 20 percent, and even the South has
lost 7 percent, and that under these circumstances it would be irre-
sponsible behavior on the part of the Government to cut the tariffs
substantially on textiles.

I also want to point out a point that the Governor has made, that
it isn't so easy to find new industries that take the place of thase
old industries, as has been suggested in the case of Rhode Island. It
is very important to preserve the jewelery industry and the rubber
industry as an outlet for the unemployment in the textile industry.

I would also like to point out, Mr. Chairman, that about 43 percent
of the workers who have been employed in 6 mills that closed down,
within a year or two later were still unemployed in New England,
and 12 percent had left the labor market. And most of those who
had found additional jobs were dissatisfied with their jobs, both be.
cause of the nature of the work, the loss of skills, and their inability
to get a wage that was anything like the wage that they had had il
textiles.

Now, the Honorable Charles Taft, in summarizing the testimony
before the House Ways and Means Committee at the very end, made
some comment about the loss of jobs in textiles. He did not make
clear the period he covered, but he said there were 70,000 jobs lost.

Let me tell Charles Taft that there were 250,000 jobs lost in tex-

tiles, and that was, indeed, a serious loss for the New England econ-
omy, and the New England industries have not been able to solve the
problem, for example, of the 20 percent of unemployment in Lawrence,
which they have had for 2 years.

May I say parenthetically, Mr. Chairman, that President Eisen-
hower during the campaign said something about doing everything
possible for Lawrence. I am sure he has tried very hard. But the
point is that unemployment has remained 20 percent in Lawrence
over the last 2 years, and very little has been done for Lawrence in
these last 2 years.

Now, as regards some of the arguments for tariffs, let me point
out, Mr. Chairman, that the old argument, the laissez faire, the argu-
ment in favor of free trade, is that you must not have the Government
interfere with the economic life of the Nation.

Now, this is an argument that was relevant when Adam Smith
wrote in 1776, but it isn't much of an arguihent today, because as
we all know, there is all kind of interference with the economy of the
Nation. And therefore, if you- are talking about free trade or the
tariff, what you have to do is to put this in terms of all other inter-
ferences and then see where you want to cut tariffs and think what
all the other free-trade policies are doing to the Nation.

Let me point out on that that we have in the United States, certain
policies that have done a great deal of damage to the economy of
New England. For example, $1 billion a year in recent years lis
been taken out of New England and poured into other regions of
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the country. This has been about 7 percent of our income, and has
of course, done considerable harm.

It is also true that the favor of tax exemption has been used as
a means of enticing industry away from New England.

It is also true that our farming and agricultural policy, no matter
how justified, has had the effect of increasing the prices of food and
raw materials upon which the New England economy depends.

And I would like, therefore, to suggest that all policies that increase
the prices of goods that we import-for example, oil, or any other
items that we import from other regions, like cotton and coal and
wool, and agricultural products generally-all these policies tend to
increase the prices of the goods we buy, and to that extent injure our
economy.

It is also true, Mr. Chairman, that recent decisions on freight rates
have been a disadvantage to the Northern States. And what is
more, this whole social security program has tended to put a much
greater burden on the Northern States than the States in the West
and South.

Now, all of these policies in many ways may be justified, but all
I am trying to say here, Mr. Chairman, is that the net effect of all
of them has been adverse to New England, and anything that will
give us another kick in the pants as a result of tariff cuts in a sub-
stantial degree, should be considered in the light of all these other
problems.

Now, the second problem that I would like to discuss is the dollar
problem. One of the major reasons that the administration urges
us to cut the tariff is because they want to help solve the dollar prob-
lem, that is, the shortage of dollars in foreign countries.

How do you solve this problem of dollars shortage in the world?
in the first place, let me point out that in the lat 2 years the
nondollar world has accumulated $4 billion in gold. And these $4
billion make the dollar problem a much less serious one than it used
to be, and now it isn't quite so necessary to cut tariffs in order to
provide the rest of the world with dollars.

Now, Mr. Chairman, what is true is that we have to take into
account not only the increase of imports as a means of solving the
dollar problem, but also foreigners can capture dollars by capturing
their markets, that is markets abroad.

May I point out to you, Mr. Chairman, that in the last 40 years
the exporters of this nation have had $120 billion of subsidies, no
small part given by the Government. Now, the $120 billion of sub-
sidy exports have put the export trade at a very high and inflated
level. It is the exporters who, especially these days, are asking for
lower tariffs so that they can export more goods. But why should
our economic policy be determined primarily by the interests of
exporters, and why should the industries that are vulnerable to foreign
competition be sacrificed on behalf of the exporters? Is that fair, is
that just policy?

Now, may I also suggest, Mr. Chairman, that if we do cut tariffs-
and I am not saying that no tariff should be cut-I realize that we
all have to solve the dollar problem, we have to help the Japanese
and other countries if we are going to maintain a strong military
and political front-nevertheless, I do want to point out that there
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is some question whether the correct policy is to reduce tariffs as far
as weak industries are concerned, as is so often suggested, or strong,
growing industries.

For example, why do we need a tariff on automobiles, which is a
strong, growing industry that can easily adjust to a lower tariff or
elimination of the tariff?

Another aspect of this problem which I am sure the members of
the committee are well aware of is that protectionism is not merely
a problem in the United States, as the Governor suggested. The
Governor suggested that the United States is a virtually free-trade
country compared to the rest of the world. And this idea that the
United States is protectionist and the rest of the world is free trade
is a lot of nonsense that has been perpetrated on the American people
by all kinds of people, and it has no justification in fact.

The United States depends almost wholly on tariffs to screen goods
out, the rest of the world depends more on devices like exchange
control, exchange depreciation, exchange discrimination, and policies
of that kind.

Let me point out that I made a calculation which showed that since
1938 the other countries of the world have depreciated their currencies
against the dollar to the extent of 90 percent. This, of course, is a
form of protectionism on the part of other countries, because when
they depreciate their exchanges they keep foreign goods out.

Let me also suggest that if we want to import more goods there
is one very effective way of doing it, and that is to keep our national
income high. And all kinds of economists have shown that there is
a very close correlation between income and imports. This correla-
tion or association is much greater between income and imports than
between tariffs and imports.

A great deal is said about the effects of the reciprocal trade agree-
ments in increasing trade. Undoubtedly they have had some effect
along these lines. But I would certainly hold very strongly that
the major factor has been the high national income of this country.
In fact, Mr. Chairman, since 1938 we have increased our imports,
correcting for price changes, by 60 percent, and today we are import-
ing relative to the rest of the world, 67 percent more goods than
the rest of the world is, relatively speaking, which suggests that we
are a great importing nation, greater than we ever have been, and
we have shown the largest increase of any major nation since 1938.
So it isn't true to say that we are really a protectionist nation.

And, finally, Mr. Chairman, let me say a few words about the
Japanese situation, because this is an aspect of the problem which
is especially important for our textile industry, and for the New
England region.

So far as Japan is concerned, she has all kinds of troubles, and
certainly these problems must be treated by the United States Gov-
ernment and private enterprise.

This is of great importance both politically and militarily. What
is the trouble with Japan?

In the first place, she has a great inflation, has had a rise of prices
of 70 percent in the last few years. Despite a rise of prices some-
thing like 5 times as great as the United States, she has not ad-
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justed her exchange rate, and that, of course, puts her on a competi-
tive disadvantage.

Along with this inflation her wage rates have risen higher than
prices. Also, she has lost most of her fishing industry and her
shipping industry. The British are afraid to trade with Japan. They
say, "Let the United States buy Japanese goods." And it certainly
is true that the British have had serious problems in the balance of
payments, but in the last few years these problems have been, to some
extent, solved.

It seems to me that if Japan is going to sell more goods she must
not depend only upon the American market. She has also had a large
increase in population, and she has had to increase her imports of
food at high prices, and that also has weakened her dollar position.

What can be done for Japan? Obviously Japan must export more
goods, and undoubtedly the United States will take on part of this
increase.

But this is not the most important thing, or even the solution.
Japan needs capital to develop her industry to make up for the losses
due to the war.

The present military situation in Asia may result in considerably
increased expenditures in Asia, and to that extent it would make neces-
sary less tariff concessions.

Japan also needs more domestic industry with new capital so they
won't be so dependent on foreign nations. And, finally, they need a
more reasonable economic policy which puts less emphasis on
consumption.

Generally, a stronger government can meet these problems and solve
them without wrecking the United States textile industry, and to some
extent the industry of New England.

I am not arguing that we shouldn't solve the dollar problem, or that
we must not export more goods, I am merely saying that we should
not put an extensive part of the burden on vulnerable industry, the
mill workers in textiles, which is the vulnerable area, as Governor
Roberts has well said.

We must take into account not only the problem of the effect of a
particular firm or industry, but how the full tariff policy affects a
region. And I think that is an important part of the whole problem.

Thank you very much.
The CHAIRMAN. Senator George, do you have any questions of either

Governor Roberts or Doctor Harris?
Senator G oRG. Yes.
I was very much interested, Doctor, in part of your statement. You

seem now to be claiming that freight rates are operating against New
England. That has been our complaint down South and in the South-
east for about 50 years.

Mr. HARRIS. May I quote Senator Sparkman on this, because I had
a debate with him--

Senator GEOrGcE. I don't care to hear you quote him. I can hear
him on the Senate floor.

Mr. HARI-8s. Senator Sparkman and I debated this in a hearing be-
fore the Joint Committee the other day, and we discussed why the
South was against--I think the South has a great industrial future--
but one of the points he made, he thought one of the most important
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factors was the fact that the South had some advantage on rates, as
compared with the North.

I don't think this is a terribly important factor, but I think it is a
factor of some importance. I think it is true that recent rulings have.
given the South some advantage. It may well be, as you argued, that.
in earlier years the South was at a disadvantage, but I don't think
there is too much difference now.

Senator GEORGE. I wanted to ask you, since you were speaking about
how the tariff and other things are being manipulated against New
England, isn't it possible that New England has had more than her
share of the good things of the world in recent years?

Mr. HARRIS. We are interested more in the present than in the past,
Senator George. I agree that the South has taken a beating on this.
But I want to point out that the South has had many advantages
over the North in recent years.

Senator GEORGE. I would like to have you enumerate them some-
time.

Mr. HARRIS. I did, I thought.
Let me put it to you this way, that the South is a great industrial

region-
Senator GEORGE. It isn't yet industrialized, the South is just begin-

ning to become an industrial area.
Mr. HARRIS. Well, you take Georgia, your State, South Carolina,

North Carolina, they are now the three greatest textile States. And
what is more, your nontextile industries are growing more rapidly
than textiles; they have been in recent years.

Senator GEORGE. That is true. But textiles is a very important
industry. You estimate that in the whole country there are a million
people working in textiles?

Mr. HARRIS. One million three hundred thousand, Senator George.
Senator GEORGE. A million and a quarter or a million and three

hundred thousand?
Mr. HARRIS. Here is what I would say, Senator George, if you

don't mind me being frank. I said this at this other committee
meeting; I think that the great trouble is that there are a lot of
influential Senators from the South in Congress here who are well-
organized, and they do an awfully good job in influencing the economic
policies that help the South.

Senator GEORGE. That is unavoidable. But I have also seen some
very able Senators from New England and other parts of the country.

Mr. HARRIS. I think that New England has a very good group of
Senators. And I have often heard that Senator Millikin, who is here,
is one of the most able Senators in the country.

I don't think the South has a monopoly, but in recent years they
have had political control.

Senator MILLIKIN. You stopped just at the right time. [Laughter.]
Mr. HARRIS. You know, the difference between the South and the

North now in these economic problems is that the South is relatively,
as you say, newly becoming industrialized, and the point is-they are
on the make, industrially speaking, and therefore they have a certain
amount of vigor and interest and community organization which an
older economic region doesn't have, and in this sense they deserve all
they get.
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But the southern Congressmen on the whole are always speaking
about free private enterprise-and I think they believe it. But when
it comes to getting help from the Government, they are always
effective there, despite their philosophical and ideological principles.
I think that is something we must take into account.

Senator GEORGE. I think we do take these things into account. But
I do not think the South is getting more than many other areas of
the country out of the Government. In fact, I do not think the South
gets as much. The per capita direct contributions to all southern
projects is very much less than it is to the projects in other areas of
the country, if you really go to the trouble of running that down
sometime.

Mr. HARlS. Well, Senator George, I have done a great deal of
work on this. I once wrote a book on the economy of New England,
and went into the problem of how much New England gets and how
much other regions get.

I think it is true that in certain programs, certain assistance pro-
grams, for example, where the low-income groups that can't afford
to finance their s are get more than some of the northern groups do.

Senator GEORGE. Very much so.
Mr. HARRIS. I don't mean the South only, I think it is also true of

the West-Senator Millikin's State, for example. I don't want to be
unfair about this. Perhaps this is just because the Northeast has
always had more-I am not saying that I object to these policies, all
I am saying is that these policies have these effects.

I am simply saying this, that when you consider all of the effects,
then you shouldn't give New England another kick by cutting tariffs
drastically.

Senator GEORGE. I do not know that that would happen under this
bill. A favorite indoor pastime of most of the people who have ap-
peared before us in prior years has been to point out what the injury
would be.

I think there has been a lack of business administration in connection
with this act. And I think the administration is about nine points of
it. If it were properly administered, I do not know that any sector
would have any complaints that they would be crucified or destroyed.
But I didn't know until now that the picture had changed up the New
England way.

We always have figured that things were pretty good for New
England, as they should be, and for every other section of the country.
I believe I agree strictly with Mr. Hancock, wasn't it, who said that
tariff was a local issue. You wanted to know what they had done for
Lawrence, Mass.

Mr. HARRIS. I am not taking that position. I am an economist, I
am looking at this problem from the national viewpoint. But I think
you have to consider what the effects of tariff cuts will have on a
particular region.

In others words, the economist says, we want a growing, dynamic
economy, therefore we want free trade, but if in the process of getting
free trade and increasing our income we get maladjustments such as we
have in Providence and all other textile towns, I say that is a part of
the picture, and you can't have too much progress if in the process of
getting it you do a great deal of damage.
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Senator GEORGE. I don't think anyone would combat that. I am
not even a free-trader, although I am from the South, although we
have a great many products which we must export in large percentage
or else cut down our production to a point where it isn't profitable to
operate.

Of course, I have been in your area there, Lawrence, Fall River, and
it does present problems. But I can take you into my State and show
you, not ghost towns, but places where towns were and nobody did
anything about them.

We just had to do the best we could, because with the cutting out of
the timber and the exhaustion of certain natural resources you have got
to move your industries whether you want to or not, particularly if you
haven't any other way of developing an'industry in that particular
area.

But I am not advocating that any industry be destroyed under this
act-far from it. I am hoping that we can get a business administra.
tion with some practical yardsticks that can be applied by an exlpri.
enced business administrator.

I think that would be about nine points in this whole program.
You speak of Japan. Japan does present, of course, an acute prob-

lem right now, and will in the future. But don't you believe that
the only way to soften that impact-because we must meet Japan
either here or in mutual markets-they must trade-there is no ques-
tion about that; it is just academic to talk about Japan not trading-
and our products must meet the Japanese products somewhere in the
world.

Don't you think that the one way through which we might hope
to soften that competition would be to encourage Japan and to re-
establish her markets in areas where she formerly carried on her
business and commerce?

Mr. HARRIS. I agree with that 100 percent, Senator George.
You know, Japan sold about 45 percent of her goods in China before

the war.
Senator GEORGE. And they must go back into that.
Mr. HARRIS. I agree with you on that 100 percent. And I think that

Japan will have to trade with Asia, and Europe. You know GATT
recently wrote a report in which they said the really serious problem
for Japan is not trade-not building up her exports to the United
States, but building up her exports in sterling countries, because she
had a much greater shortage of sterling than she did dollars.

Senator GEORGE. I think that the only thing that will temper that
very sharp opposition is for Japan to reestablish her markets in areas
where she formerly carried on a great trade in commerce. I agree
with you on that point.

I have no further questions.
The CHAIRMAN. Senator Millikin?
Senator MMLIKIN. I would like to say, first, that I think Governor

Roberts and the doctor have made a very important contribution to
these hearings.

Let me ask this question. If we adhere in good faith, and under
competent administration, as Senator George has pointed out, to the
basic principle that domestic industry shall not be injured, isn't tht
as much of a solution as we can find?
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Governor ROBERTS. I think you are right, Senator. That is the
point of my statement, to have domestic industry protected-if I may
use that phrase-and we have brought out what it means not only to
New England but to the sections of the country where there are the
textile industry and the jewelry industry and rubber, and so forth,
which are vulnerable to tariff reductions. Safeguards in the adminis-
tration of the act is one method-but there is a question in the minds
of these people representing the industry in New England, as ex-
pressed by Dr. Harris, as to whether or not the textile industry can
absorb any further competition by reason of tariff cuts.

Senator MILLIKIN. If you apply the principle that we should not
be injured by imports, and apply it in good faith, that is your answer,
isn't it?

Mr. HARRIS. May I add a footnote there, Senator?
Senator MMILIKIN. Yes.
Mr. HARRlS. What worries a good many of us is we have public

servants-and, I think, good ones-who go and make these agree-
ments and then, of course, under the escape clause they can be can-
celed by the President. Of course, that takes a good deal of time,
and your injury has to be evident.

The President takes a broader view of these problems. le is not
bound, as is the Tariff Commission, by such matters as injury to an
industry; he can inchlde other conditions-for example, the fact that
Japan has to have dollars.

Now, these are all important, but the point I am making is that to
a considerable extent this policy is determined down below, and that
ha p pens in matters of this kind to a considerable extent.

So how can we be sure that concessions are not going to be made
that may be very serious now? If, as Senator George says, a good
administrator takes hold of this sort of thing and runs it the way
Congress intends it to be run, I wouldn't be very much worried about
it at all. But, on the basis of past experience, how can you be sure
that that is going to be the case, in view of the difficulty of attracting
first-rate men into the Government? How can you be sure you are
going to get that kind of an administrator?

Senator MILLIKIN. Well, if we can't staff this Government with
men in whom we have confidence, we can write all the laws we want to
and indulge in all the philosophy we want to and nothing will come
of it.

But, assuming that we do make a good-faith effort to see that no
American industry, whether in New England or elsewhere, will be
injured, and that is adhered to strictly and in good faith, that is as
much as we can do, isn't it?

Mr. HARRIS. Yes, sir. If you do that, I don't see how New England
can have any complaint.

Senator MILLIKIN. And if it isn't done, there is a legitimate reason
for considerable complaint.

Governor RoBErs. Senator, one of the serious problems that we
have in Rhode Island is that some 57 percent of our unemployment
in manufacturing is in textiles. And I think it is safe to say that
if that unemployment is increased by reason of any tariff reduction,
then we would suffer not only an increase of loss of jobs in textiles

59884-55-pt. 2-25



1006 TRADE AGREEMENTS EXTENSION

but jobs in service industries and those that depend upon the general
economy of Rhode Island.

If it goes along to where we have a decrease in tariff in rubber and
in lace and the other industries there, and we do not have any oppor-
tunity to pick up unemployment in the growing industries, we are
going to be in a situation where our unemployment-compensation
reserve fund will become insolvent, and we will inflict a greater penalty
upon industry in the form of taxes in trying to create some device
to carry that burden.

So my fear is that if we alter the tariffs on textiles and admit the
Japanese competition-with which we cannot compete-before the
escape clause can come to our rescue, we will be in great trouble, and
will perhaps be damaged to a considerable extent in Rhode Island.

Senator MILLIKIN. I think I have an appreciation of your situa-
tion in Rhode Island, as much as one can have who doesn't live there.

You have an exceptionally high concentration of industry there
which is very sensitively affected by imports from lower-wage nations.
I think special attention has to be given to that.

I like your idea that you have got to consider the whole picture, and
not only what it does to a particular industry, but what the effect of
putting that industry out has upon other businesses-the repercussions
on the other businesses in the State.

I think you have made an excellent contribution to this hearing.
Governor ROBERTS. Thank you, sir.
Senator GEORGE. I believe we have a hundred thousand people in

the textile mills in my State, about a hundred thousand or maybe
more, and we feel this problem just as keenly as you do.

Now, I have no doubt that there will be a specific proposal made
with reference to the textile industry later before this committee. And
I hope that this committee will be able to consider that with great
care.

The problems in Georgia, or even in the textile industry, are not
the same as they are in Rhode Island or in New England, because a
great many of our workers are working in mills where the rougher,
coarser yarns are made. On that particular type of textiles, I think
we are fairly immune from unreasonable competition.

But, when the labor content goes up and becomes a very important
element in your textile fabrics, why, it does become more and more
important. Now we have many finishing mills and many mills that
employ workers in products that do feel this competition just as
you do.

The CHAIRMIAN. Senator Kerr?
Senator KERR. Governor, I gather from what I have heard from

yours and the doctor's testimony that the unemployment in the tex-
tile industry that you speak of is a present reality, not a possible future
problem?

Governor ROBERTS. That is right.
Senator KERR. Is it your judgment that the present unemployment

that you have, which I understand to be about 10 percent of the
employables in your State-

Governor ROBERTS. That is right, Senator.
Senator KERR (continuing). Is in part, in your judgment, the result

of tariff concessions already made?
Governor ROBERTS. I think that is one factor. The other factor is

the competition that we have received from other areas of the country
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and from synthetic yarn. There are several factors, but the present

tariff is one.
I do not have the ability to evaluate what the precise effect of present

imports is on textile unemployment.
Senator KERR. The other factors to which you refer are domestic

factors operating under our own free trade in our own country, and

are unaffected as far as direct effect is concerned by this act.
Governor ROBERTS. That is right.
Senator KERR. Your complaint is that the reductions in tariff al-

ready made have contributed to the unemployment in the textile in-
dustry in your State?

Governor ROBERTS. That is my opinion, Senator.
Mr. HARRIS. May I make a comment there, Senator?
Senator KERR. Yes.
Mr. HARRIS. I think the tariff cuts have to some extent affected the

situation, but I think the point that both the Governor and I are trying
to make here is that you have to consider not only the effects of the
tariff, but the whole general picture of Federal operation, which has
worked to the detriment, you might say, of the New England textile
industry.

Senator KERR. Are those other factors involved in this legislation?
Mr. lARRIS. They are involved in this sense, that if you are con-

fronted with an industry that is suffering great losses for various rea-
sons, including the possibility of larger tariff cuts, then to that extent
you are taking all these factors into account when you determine any
one single policy. And it is true that the South is capturing the
textile industry and bringing about very serious maladjustment prob-
lems in New England, and that is a real factor that ought to be con-
sidered when they negotiate for cuts, because the whole Nation de-
pends upon a prosperous New England, as it depends upon the
prosperity of all.

Senator KERR. I do not care to enter into a debate with you on that
question. I take it that we are addressing ourselves at this time pri-
marily to the provisions of this bill. And I want to say that I agree
with what I believe the Governor's position is, that the tariff reauc-
tions already put into effect have a contributing factor on the unem-
ployment of your textile industry.

I think they have been a contributing factor to unemployment in
a lot of industries. And if that is correct, wouldn't it be just as
appropriate, and maybe a little more so, for us to be considering
legislation that would either bring about an increase in the tariff,
or authority to increase it. rather than legislate to grant authority to
further reduce the tariff affecting the industry to which you refer and
others in similar or worse situations?

Governor ROBERTS. I think that is right. Senator. As far as the
jewelry and the textiles are concerned there in the area that I have
experience in, I think they should be protected rather than jeopar-
dized by any further lowering of the tariffs.

Senator KERR. You see, there are some industries in our country
that have lost their markets to foreign products, in part, as a result
of foreign competition, and in fact, to a greater extent the New Eng-
land textile industry has lost a part of its markets to bath domestic
and foreign products. And I think that the operation of this law
has a direct bearing upon the welfare of those industries, just as it



1008 TRADE AGREEMENTS EXTENSION

has a direct bearing upon the welfare of your textile industry. And
1 am glad you made your case.

Governor ROBERTS. Thank you, Senator.
Senator KERR. And I think it should be in the minds of Congress.

It occurs to me that it might be entirely possible that benefits to
economy and the benefits to our country to be divided from the opera-
tions of tariffs in this field of our governmental operations may have
already been achieved, and that we might well be asking, for the re-
duction of the dosage of this medicine rather than increasing it.

It seems entirely possible to me that a little bleeding of a patient
might sometimes bring about his cure, while a too oft repetition of the
treatment might bring about his demise.

Thank you.
The CHAIRMAN. Senator Carlson?
Senator CARLSON. Mr. Chairman, if I may, I want to say that I

appreciate very much Governor Robert's appearance here this morn-
ing.

Having had the privilege of serving as Governor of Kansas dur-
ing the time that your predecessor, the Honorable John Pastore, served
as Governor, I am somewhat familiar with your local problems. And
I know you have some, because he was always expressing the fact
that you are a great industrial area, and you have your problems
with labor, with unemployment compensation, and others.

And I was pleased to note that you made this statement, because I
think it is a very fine statement.

You state:
Moreover, I am confident that the members of this committee are equally un-

willing to see the economy of any State or community in the Nation seriously
weakened..

And I think that is a very fine attitude for you folks to take, be-
cause, as has been mentioned by Senators George and Kerr, we have
problems in other States, too. And I think we are going to have to
work them out around this table, together.

The CHAIRMAN. Senator Barkley?
Senator BARKLEY. I would like to ask either you or Dr. Harris to

what extent tariffs have been reduced under this program on textiles.
Governor ROBERTS. Dr. Harris will answer that.
Mr. HARRIS. You mean under the Reciprocal Trade Agreements

Act?
Senator BARKLEY. Yes.
Mr. HARRIS. They have been reduced to some extent, but I would

say probably not as much as the average tariffs. The net effect of
this is that some were unaware of what a tough spot textiles were in
in this country.

Senator BARKLEY. What sort of textiles have the tariffs been
reduced on?

Mr. HARRIS. Well, I can't recall all the facts, but I would say-let
me put it this way, that I looked at the figures, and there has beea a
significant reduction. The reduction was less than the average for
all-in other words, you had a three-quarters reduction of tariffs in
general, but you musn't forget that you get a larger tariff reduction
even if you don't get it in Reciprocal Trade Agreements, because of
the fact that you have a rise of prices, and with a rise of prices, and
with a lot of these tariffs on a specific rate, that would give you a out
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in tariffs of something like one-half, in other words, about half of
the total, cut in tariffs is the result of the fact that prices have
been going up.

Now, when prices go up, even if you do nothing about tariffs, your
tariffs are cut by one-half. Now, that one-half has affected textiles
more than anything else. To top that off, we have had some cuts-I
can't recall the specific items-they have not been large, and they
haven't been large because of a general realization that this is a
tough industry, it has been having all kinds of trouble. And what
we are afraid of now is that with this tremendous pressure to cut
tariffs because of the dollar shortage, because of the dollar shortage
the tariffs should be cut some more. And I don't think the textile
industry can suffer any substantial cut.

I have the figures, but I am getting to the generative stage where
I can't remember them any more. But I can furnish them for you.

Senator BARnfLY. I wouldn't expect you to remember all the de-
tails, but there are all sorts of textiles worn in this country by men
and women, and all sorts of textiles are used by the textile mills.
My recollection is that only on a small proportion of those textiles
has there been any reduction. Of course, the textile industry in New
England has been injured by the removal of the industry to other parts
of the country.

What proportion of this injury, of this unemployment in New
England, is due to the removal of textile mills to other parts of the
country, and what proportion is due to a reduction in the tariff.

Mr. HARRIS. Let me put it to you this way. As a matter of fact,
this is something that only highly technical people know. The
major losses to the South have not been removals, they have simply
been that mills have closed up in the North and the capital has gone
to the South and opened up new mills.

Senator BARKLEY. That is a removal, they have closed the mills
and gone down South and built others.

Mr. HARlS. To answer your question, I would put it this way.
You are absolutely right that there have been few tariff cuts in the
past, except so far as automatic cuts have been brought about because
of the rise of prices.

Senator BARKLEY. The Government has nothing to do with that.
Mr. HAIRis. Except the Government might have caused a change

in relation.
If you want a direct answer to your question, I would say that the

competition from the South has been a more important factor, and
most of it has been legitimate. But some has been due to Government
bills.

Senator BARKLEY. Of course, this bill is very limited in its scope,
it extended the Reciprocal Trade Act through the years and author-
ized the President to do certain things, including a reduction of tariffs
not more than 5 percent a year for a period of 3 years. And yet,
fTom the hearingors that we have been listening to here, you would
think that this was an old-fashioned tariff bill.

Mr. HARRIS. No, sir, there are two other provisions in this H. R. 1
which are of some importance to textiles. One is a provision which
comes from the implication you have just made, that where they
haven't been large imports they have been reduced by 50 percent.
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Now, this affects textiles to a substantial degree and suddenly you
have this other provision in relation to the Japanese where you can get
a reduction of 50 percent in order to improve the Japanese situation.

Now, most of these items are very important for New England tex-
tiles, and also, I might say, to some extent in the South. This is not
merely a New England problem.

Senator BARKLEY. You object to those provisions in the bill?
Mr. HARRIS. I wouldn't say I object to them, I point to them because

I am afraid of the way they may be administered. Now, if I were per-
fectly sure, as Senator Millikin says, that nobody would be injured-
I don't even go that far, I think that some industries are going to be
injured-but it is a question of how many. We have industries that.
are declining, and textiles is one. of them. But we are in a bad shape
in textiles. We have lost 30 percent of our employment in 31/2 years.
That is very serious.

In the light of that, the statement that we have not had any tariff
cuts on textiles, becomes insignificant.

Senator BARKLEY. To what extent has that been produced by im-
ports ?

Mr. HARRIS. You asked the vital question. As I said before, our
imports have not been large, but it is what we are afraid of in the
future.

Senator MILTKI.N. Would you let me interrupt just a moment, Sen-
ator Barkley?

Senator BARKLEY. Yes.
Senator MATILKr. I have a note from a technician which says

that the average reduction in cotton textiles has been 30 percent since
1945 and 44 percent since 1934.

Mr. HARRIS. That is larger than I thought. I think the total is
something like 75.

Senator BARKLEY. Well, as between the statement of the statisti-
cian and an economist, I am still at sea. I don't know where the
average is. Since you mentioned in your testimony a while ago-
you said that the Japanese native, among other things'has more capital
invested in the industry of Japan, who will furnish that capital, and
where is the markets in which you obtain it? This is, of course, a
problem. You know, for several years the United States poured
quite a bit of money into Japan. Then we began to have large mili-
tary expenditures in Japan because of the Korean war, and that
solved the problem temporarily.

When our industries began to be reduced as a result of the situation
in Asia, that was the beginning of Japan's dollar problem, because you
had a decline of these outlays.

Now, you say, where is the capital coming from? I think to that
extent it would probably have to come from this country. But I also
think-and I think it is a very widely held view-that the Japanese
in general haven't very smart economic policies. They have had ex-
cessive consumption, with not enough money being put aside for in-
vestment, and a great deal of inflation to cut down investments, and
I think part of the solution is proper Japanese economic policies.

I think in view of the world situation that some part of this must
come from the United States-I hope from private investors, but to
some extent, from the Government. But I think that that can be
done without sacrificing the vulnerable industries.
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Senator BARKLEY. If we are going to furnish a large proportion
of the capital of Japan-which I think we will have to do if there
is any furnished-unless Japan trades with the countries with which
she formerly traded, which are now chiefly Communist countries,
when you take that into consideration, if you furnish the capital to
revive Japanese industry, they have still got to find a market for those
industries, and they must find them either here where the capital has
come from, or other parts of the world.

And in that process, we may drive Japan into the arms of our
enemies. And taking into consideration the economic and political
situation, which is the best for our country, to raise our tariffs against
Japan, and then, while we are having to furnish capital for them to
expand their industries, drive them into the arms of our political
enemies by refusing to trade with her, or to accept some of the manu-
facturing which we have helped her produce by furnishing capital?

Mr. HARRIS. I would put it this way, that what we have to do is, we
have to help Japan, there is no doubt about that. We are in agree-
ment on that, that this is a serious international problem. Japan is
a most important country in the Asiatic problem, perhaps the most
important. We are in agreement on that.

The question is, how do you solve this Japanese problem? I think
that some increase of trade of Japan with Asia is essential unless we
want to pour an endless supply of dollars into Japan, which I don't
think the American public is prepared to do.

Then, on top of this, it isn't merely that Japan must capture our
markets-and that would help a great deal-but also to some cxtznt we
could help Japan develop industries to turn out a great many things
which she formerly imported.

I think the solution must lie in that direction. Then, if she trades
more in strategic items with the Iron Curtain countries, and produces
more goods than she formerly imported, if we give her more capital-
and I don't think a large sum is required-that may well solve Japan's
problems, if we include in that the willingness of Europe to do her
share.

Senator BARKLEY. Do you think as an economist and as an Amer-
ican, it is wiser to approach the tariff question-which really, after
all, is economic, and for years and years there have been wise men in
this country that have been advocating that instead of the tariff being
acted on from a political standpoint, it be acted on from an economic
standpoint or a scientific standpoint, and it would accomplish at least
a part of that purpose if the Reciprocal Trade Agreements Act were
passed in the first place-we all have our local problems, you have
textiles, and we have textiles in our State, coal, and oil, and in other
States they have glass, this, that and the other. And if we attempt
to deal with all those questions in a bill of his sort extending the au-
thority of the President, we will wind up with an old-fashioned tariff
bill somewhat like the one in 1930, which took us 18 months to enact,
beginning in December 1928, and winding up in June 1930.

7o you think that it is wiser to reach a reasonable solution of those
problems through a Reciprocal Trade Act, through the Tariff Com-
mission, or to abolish all of them and go back to the old-fashioned way
of writing tariffs?

Mr. HARRIs. Senator, I realize the old-fashioned system of writing
tariffs is very bad. On the other hand, I think this is true, that if you
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look at the tariff on, say, coal and textiles, which are certainly two of
the important soft spots, you do have to take into account what a tariff
will do on each of these industries.

And this is not a matter of a special section or a reasonable problem,
because a weak New England affects the whole country, a weak Ken-
tucky affects the whole country. And I therefore say-I doubt
whether you can deal with this problem with specific provisions, I am
sure every industry will have a provision in its particular case, and
it is going to be very difficult. But, for example, I think this 50 per-
cent provision might do a great deal of harm to the textile industry,
and I am a little afraid of it. And I still consider myself a free
trader, but-

Senator BARKLEY. I am not, I have never been a free trader in my
life.

Mr. HARRIS. I think you have too much confidence in these recipro-
cal trade agreements, if you don't mind my saying that.

The present Reciprocal Trade Agreements Act was fine in 1933, the
idea was to increase the total amount in trade during the period when
the trade was very low. Now trade is very high and the Reciprocal
Trade Agreements Act isn't tuned to solving the specific problems
today, because they say, we buy more of you, you buy more of us. But
what we need is for these countries to get additional dollars, which
means that what is required is that we either buy more from these
countries or reduce our exports, and the only other thing is assistance.

I think I would give the exporters a bigger kick under American
policy than we have so far. I don't think the reciprocal trade agree-
ments are the solution today.

Senator BARKLEY. You would let the act expire, then?
Mr. HARRIS. I don't know whether I would let it expire. I don't

think it solves the problem. It is just one facet of what has been done.
Senator BARKLEY. You wouldn't let it expire?
Mr. HARRIS. I would be more satisfied if I were assured that the

people that run this program, the civil servants, are not in a position
where they can wreck or seriously damage any important industry.

Senator BARKLEY. The Tariff Commission is appointed by the Sen-
ate and confirmed by the President, they are not civil servants.

Mr. HARRIS. But the negotiators at GATT are really civil servants.
Senator BARKLEY. Of course, everyone for a long time has been ad-

vocating the extension of the civil service. You can't have your cake
and eat it, too.

Mr. HARIS. I am not objecting to the civil service, because I am
saying-I know some of these people that are negotiating, many of
them have been students of mine, and they are able people. I simply
say that I wouldn't put that much responsibility on them. I would
want somebody to rule on what they do, I would like to have the inter-
ests of a community or of a region protected against the decision of
any group of this kind, although I think they are very able civil
servants.

Senator MILLIKIN. Would you yield to me for just a moment?
Senator BARKLEY. I will yield to you for good.
Senator MILLIKIN. I would like to say, Doctor, that I have a note

here, a quote from a report made by GATT, an institution of which I
have considerable doubt-
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Senator BARKLEY. For the benefit of the record, may I interpose
there. I wish somebody would spell out what GATT is.

Senator MILLIKIN. GATT is a pistol at your head.
Mr. HARRIs. General Agreement on Tariffs and Trade.
Senator MILLIKIN. General Agreement on Tariffs and Trade.

But a pistol at your head is a better description.
This quote says:
Thus most of the pressure of the world demand for dollars cannot reasonably

be attributed to a failure of the United States to supply a sufficient and suffi-
ciently regular amount of dollars to the outside world, but must be seen
as the result of a substantial share of the dollars earned by Western Europe
and other areas on current account finding their way back to the United States
both in the form of portfolio investments and short-term holdings.

They had previously been talking about the significance of the trans-
fers of refugee capital to North America.

Mr. HARRIS. Senator, I made some inquiries from them, from peo-
pie who are in a position to know what the situation is on this. I was
given a confidential memo, and so I am not in a position to comment
on it. But the position was that the GATT position had been misin-
terpreted by Michael Hoffman of the New York Times, or else GATT
was misinformed, that this was not as serious a problem as most think.

Senator MII.IKIN. The dollars that appeared to go to Europe are
in fact kept here as ref ugee capital, that is the point.

Mr. HARRIS. There is some escape.
Senator MILLIKIN. I doubt whether that is the whole answer.
The CIhAIRAMAN. Senator Malone?
Senator MALONE. Mr. Chairman, I think we have gleaned a good

deal of information here. One bit of information that is very inter-
esting to me is where these negotiators come from that go into GATT.

Senator BARKLEY. Harvard. [Laughter.]
Senator MALONE. I can say that we have long suspected it.
Now, Mr. Chairman, I have quite a sense of humor on certain occa-

sions, but I soon lose it when I start talking about the workingmen
of this Nation and the small investors, and what we are doing to
them.

I am happy to see a Harvard professor that is at least wavering
a little in some of his teachings.

I think the Governor-Governor, I want to say to you that I think
you have made one of the best witnesses that have come before this
committee.

Governor ROBERTS. Thank you.
Senator MALONE. You have presented your problem, and you have

not tried to hurt anybody else. One of the reasons that we have
had a tariff for 75 years in the growth of our industry is to act as an
evener between the low wages of the rest of the world and the increase
in our standards of living.

Now, we have never attempted--the Constitution prohibits it any-
way-to try to have tariffs between the States, because all of these 48
States belong to us. I listened with great care to the professor in
trying to make a case that the South ]lias injured New England. I
have been in the engineering business for 30 years, half of it industrial
engineering and we have all been aware that when there is a demand
for a product, people who collect the money from the investors also
have engineers and economists who study every area in this country,
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and whenever they find a set of factors-the costs, the labor, the water,
the transportation, all add up, there are 5 or 6 main ones, and hundreds
of smaller factors that influence each one of the main factors-when
these engineers and economists find a set of factors that add up and the
market is available, whether it is in Seattle, Wash., Nevada or Boston
or Georgia, or anyplace else, that is where they locate the plants.

Governor ROBERTS. That is right, Senator.
Senator MALONE. So all these factors in the United States tend to

level. If the South was overlooked by some other factor and tempo-
rarily they had a wage advantage-which everybody knows they did
have-they certainly never had a freight rate advantage, because the
West and the South have always been behind the eight-ball on freight
rates.

I live in the West, and I am not arguing for anything in the West
that you can't get in New England if the factors add up.

I want to argue, and I think I have always done so, for a principle.
Just as Abraham Lincoln said in 1860-

I believe in the adjustment of a tariff so that the industry of a whole nation
may be developed.

There is no textile industry in Nevada, and I doubt if there ever
will be, because we are trying to get enough cotton acreage oui there
to build a gin and not freight it 287 miles to a California gin. We
have been having a tough time getting it.

Some of us don't agree with the principles we have adopted. We
are trying to make ourselves heard. As I said this morning, there
might be a disagreement but there is always a readiness to try to see
the other man's viewpoint.

But, if we extend the Trade Agreements Act for 3 more years, we are
stuck with it. I am against the extension of it, and I think you are.
I have heard all of your arguments. Are you against the extension
of this act?

Governor ROBERTS. I am not against the extension of it, Senator, in
that sense, but I am asking, as Senator Millikin has pointed out, that
the administration of and the adoption of the act take into considera-
tion the fact that a change in tariffs in certain industries affecting
certain localities and industries of the country can do an irreparable
damage before any remedy can come to it under the escape clause.

I appreciate the fact-I think it has been brought out by Senator
Barkley-that we do have a responsibility, and we have the duty of
carrying out our responsibility to our friends throughout the world,
and that we are in sort of a dilemina between trying to protect some
of our friends in other nations of the world and at the same time not
doing it at the expense of, or destroying our local industry.

I am not, to be perfectly honest wvith you, Senator, prepared to say
that I am against the extension of it, but I think I do see your point
and agree with your premise. But I can't go the full distance with
you.

Senator MALONE. I will ask another question.
Do you understand what happens if it is not extended, if we do not

extend this 1934 Trade Agreements Act, do you understand
Governor ROBERTS. No; I do not.
Senator MALONE. Immediately upon the expiration of the 1984

Trade Agreements Act the General Agreement on Trade and Tarifl,
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the International Materials Conference created by the State Depart-
ment, this great world organization to distribute the markets of the
world on an even basis according to population-what is generally
called by a trick phrase "Entitlements for consumption," whatever
that amounts to-which was created by the General Assembly of the
United Nations by resolution 3 or 4 months ago-all of these trick
organizations which are based on this act, go out of existence. They
fall on their face.

In other words, they are waiting over there in Geneva now for an
extension so they can do just what they have been doing for 21 years,
and that is have a continued, gradual lowering of the tariff-not so
,gradual in a certain way.

Now, in 1934 we changed the principle of protection that we had
lad up until that time. The principle was very clear. The Tariff
Coinmmission, as an agent of Congress, has only one principle to go by,
and that is, fair and reasonable competition.

In other words, they would consider a certain textile, not just lump
them all together, because there are too many of them, and they are
ordered under section 336 of the 1930 Tariff Act to determine the
difference in cost between an article here and the like or similar
article in the chief competitive nation. Those are the exact words.

They recommend that to be the tariff, that doesn't mean that they
take the highest price here or the lowest price, but they take a rea-
sonable price.

And now, if they have only that one principle to go by, the establish-
rnfnt of n f.iir nyd rensonnble competitive situation between the for-
eign imports and domestic production, and that is all you want,
isn't it?

Governor ROBERTS. Yes.
Senator MALONE. Now, they have that order, and it was never used,

because in 1934 it was nullified by the passage of this act.
According to the 1930 act, flexible duties or tariffs would be adjusted

up or down in accordance with that definite principle, fair and rea-
sonable competition. But in the 1934 act they invoked another situa-
tion where Congress transferred its constitutional responsibility to set
these duties through its agent, the Tariff Commission to the Presi-
dent of the United States. That is article I, section 8, of the Con-
stitution and I don't know whether they have a copy of it up at Harvard
or not. I thought they had, but there have been certain developments
in the last 20 years that would cause some of us to doubt it. At any
rate, Congress transferred that responsibility to the Executive.

Then they allowed him to consider other factors: the relationship
between industry and agriculture in this country, and the political
situation in Europe, just as you are discussing, and just as the man
from Harvard was discussing.

Now, in order to keep from being subject to a tariff reduction you
have got to show a definite injury. Any technician knows that after
an industry is able to show a definite injury it is probably on the
way out. So the principle now definitely adopted is that the decision
rests on the factors to be considered abroad and the domestic economic
relationship as to whether or not the tariff should be reduced by the
hands of one man.
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If you do not extend this act, any article upon which there is no
trade agreement immediately reverts to the Tariff Commission under
the 1930 act.

Anything upon which there has been a trade agreement the Presi-
dent of the United States may at any time serve notice of cancellation
on the country with which such trade agreement has been made, and
in a certain specified time it then reverts to the Tariff Commissio'n
on the same basis.

Isn't that the principle you are asking for, just a fair and reasonable
competitive basis?

Mr. ROBERTS. That is right.
Senator MALONE. In talking about Japan, Japan would have solved

its own problem and also Cina's problem before we got into the
picture and lost China deliberately. Now we have destroyed Japan.

Thev are out of China, they are out of Manchuria, and apparently
Russia has the whole business. We should have let Japan alone, like
letting Germany alone. We say we are helping Germany. Nobody
needs to help Germany. We made four Germanys out of it. If you
let them alone for 3 or 4 years they will wipe out and whip anybody
in a trade way or in pretty nearly any way, because they will fight
and they will work.

But we have destroyed them utterly.
To say we have to support Japan, 90 million people, to me is the

most unreasonable thing that anybody has ever said, because we can't
do it.

You divide our markets with 90 million people there and with two
or three hundred million people in Europe-twice as many as we have
with twice the area-and you have nothing left.

If we are going to get at this, shouldn't we sit down in the cool
and the evening and get back on the principle of fair and reasonable
competition and preserve our economy in this Nation, while we are
trying to help do the best we can? Wouldn't that be reasonable?

There are two ways the tariff was cut. The distinguished professor
from Harvard hit the nail on the head on that one.

We had inflation and split our economy directly in two. We had
inflation so it cut the value of the dollar. They all admit 50 percent,
and I think it is about two-thirds. You lowered any fixed tariff to the
extent of that inflation; isn't that right, Governor, without touching
the tariff at all?

Mr. RoBERTs. That is right.
Senator MALONE. Whatever amount you lowered it, whether it is

on 0 or 50 percent, you just added that to it. There is another way
to do that, and that is manipulation of their currency, and they all do
it in Europe.

So that is one reason these trade agreements cannot possibly work
on a reciprocal basis-and I would like to call your attention to the
fact that the two words don't occur in the act, either in the title or the
body of the act.

They are not reciprocal because every one of these nations with
which we have a trade agreement, almost without exception, immedi-
ately manipulated the price of their currency in terms of the dollar
or they required exchange permits so You could not import anything
in the country without the exchange permit, or import permits, so they
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absolutely avoided over the whole 21 years any reciprocity under the
act.

I would ask the professor this question: You are aware of all this,
aren't you?

Mr. HARRIS. Senator Malone, I think there is a great deal of truth
in what you say in this issue. Say the British or Germans were mak-
ing negotiations which we say we will cut our tariffs on so and so
by so many percent and they should cut their product.

Then they can refuse to issue a license to those whom we want to
support, and that makes nonsense of the agreement.

Senator MALONE. Doesn't it make nonsense of 95 percent of it?
Mr. HARRIs. I don't go as far as you have. I am still more of a free-

trader than you are.
Senator MALONE. Have you studied this?
Mr. HARRIS. You would be surprised of how many volumes of these

hearings I have read.
Senator MALONE. You are not going to get anything out of these

hearings.
I ask you if you sat down in the cool of the evening and studied the

situation as it exists in Europe, didn't you?
Mr. HRms. I have been teaching international trade for 25 years.
Senator MALONE. And some of your people are around here teach-

ing this rot that is going on
Mr. HAms. I have talked to business people who have been in-

volved For example, I have known bicycle manufacturers who said
to me something like this, "The British agreed they were going to im-
port a certain number of our bicycles and motorcycles and they made
an agreement to do so and they put a quota on and you couldn't
buy motorcycles and bicycles in Oreat Britain."

I wouldn't say it was 95 percent.
Senator MALONE. Have you studied it?
Mr. HRRIs. Look at the total amount of trade.
Senator MALONE. What was the kind of trade when we increased

in the last 10 or 15 years? Do you have any idea what it is?
Mr. HARMS. Of course we have had a great deal of increase of ma-

chine tools, machinery, and all that sort of thing, chemicals to some
extent. We have had even some increase in textiles.

Senator MALONE. Has there been an increase in the shipment of
chemicals and machine tools to Europe?

Mr. HARRIS. Not in Europe because of the dollar shortage but to
Latin America and so forth.

Senator MALONE. What is the cause of dollar shortage or exchange
control or import control?

Mr. HARRIS. The exchange control and import control is the re-
sult in no small part in dollar shortage.

Senator MALONE. Did you ever think about what a dollar shortage
is?

Mr. HARRIS. My dear Senator, I have written a book that is con-
cerned wholly with dollar shortage.

Senator MALONE. Will you send it to me? It may be responsible
for what has happened.

Mr. HARRIS. It can't be. It isn't out.
Senator MALONE. When did you write it?
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Mr. HARRIS. I just finished it. That is about 400 pages and 250
pages is concerned with dollar shortages.

senator MALONE. Let me give you one idea. I am sorry you finished
your book.

Mr. HARRIS. I can still put it in.
Senator MALONE. I would rather you wouldn't because then it

would ruin your philosophy. Every man, woman, and child in this
Nation unless lie inherits money or has a sudden influx of good luck
has a dollar shortage.

Mr. HARRIS. Quite right.
Senator MALONE. I have one every day because I can't buy all the

things I want. We can buy a lot of things on installment buying.
Over in Europe they have a dollar shortage for the same reason that
I do, because they try to buy more things than they have earning
power.

That is the reason they have the dollar shortage.
That is the reason they have a dollar shortage because we try to

force them to buy more than their earning power.
The second dollar shortage a nation can have is financing the price

of its money in dollars above the market price and then nobody on
earth but a Congress will pay it. We pay it. Now, in trade, if they
bought within their income and if they did not manipulate the price
on their currency there would be a free interchange. It would hit
its proper level. In other words you would know what it is worth.
You don't know what their currency is worth because there is no
chance on the open market for it. I know that the first time I was
in France in 1917 and 1918, 5 francs was worth a dollar. The last
time, in 1947, they had a price fixed on the thing $1.50 or somewhere
around that, maybe it was less than that, but you could go on the
street and get three times that.

If we could practice installment buying over there and sell our
stuff on the installment plan, we might have a chance. But they
have more sense than that.

If you have another idea about this dollar shortage, I would like
to have it.

Mr. HARRIS. I would be very glad to comment on this. I have
devoted a good part of my life to studying this kind of problem.

I agree with you in general the dollar shortage results from your
open buying more than they can pay for.

Now to that extent we are in agreement, but one also has to consider
what the explanation of this dollar shortage is.

Senator MALONE. What is your explanation?
Mr. HARRIS. One would be the point you raise about whether they

have the appropriate exchange rates.
Senator MALONE. They don't, you know they don't have them don't

you?
Mr. HARRIS. I think over a considerable period they certainly don't

but when the British cut their pounds from $6 dollars to $2-
Senator MALONE. What period was this when they had a proper

exchange?
Mr. HARRIS. You mean how long have they had exchange control!
Senator MALONE. All this time since World War II they have not

had a free exchange.
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Mr. HAm IS. They have had a control market.
You have to consider what happened in Europe right after the war.
They had a very serious economic situation as a result of the war.

They couldn't possibly buy the food and raw materials they had to
have. There was a serious political problem. You couldn't cut con-
sumption greatly when you had the Communists ready to march in.
You had to make concessions. I think the Marshall plan is explained
partially by the need of making concessions of this kind in order to
save Europe from communism.

I want to say in part perhaps you are right that the Europeans had
a little too much inflation; they didn't in some cases restrict their
imports too much; sometimes they increased them too much. There
were many mistakes made.

I think that fundamentally it was the result of the war. After all,
now they are in a position where they are in balance pretty much on
dollar account.

Senator MALONE. Let me say just one thing, although we are not
on that particular thing here. When we adopted the Marshall plan
they were 98 percent lower in their industrial capacity to what they
had been before the war. But now it is up to around 150 percent and
they can produce much more than they can consume there. So now
you say we have to buy it, and in 1948 on the Senate floor I said that
would be the result and it is.

Mr. HARRIS. I can see you have had a lot of training as an econo-
mist or picked it up.

Senator MALONE. I am not an economist. I deny it. A little com-
mnonsense doesn't hurt us.

Mr. HARRIS. The problem of production is one thing. You have
a trihnsfer problem, too. If you produce from now to doomsday, if
you can't sell your goods then you have a dollar shortage. This is
the second problem you are neglecting.

Senator MALONE. We are overproducing here and we are forcing
the sales to nations all over the world beyond their capacity to buy
so we won't have to reduce our manufacturing capacity. Therefore,
we thought we had to give them five billion or six or seven billion
dollars a year in cash. All of these economists that you have sent
down here include in the foreign trade the amount of material that
we send for national defense; they include the amount of money we
give them. all as foreign trade; hut you are right hack to the 41.,. to 5
percent of legitimate foreign trade if you subtract those 2 items.

Mr. HARRIS. I said that a large part of our exports are financed by
the United States Government.

Senator MALONE. It is as though you had a grocery store down the
street and trade was slack so you went to the banker to give you
10,000 to scatter around the neighborhood so those who found it

could buy from you. The banker would know you were nuts and he
would hold you until the men in white coats came and took you away.
He would know you were nuts. He wouldn't know whether you were
violent or not.

I don't want to prolong this because time is going, but there -re
one or two things I wanted to add to what the Governor had to say-
or maybe, if I could, ask for information that the Governor might
have.
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All these trick people have no interest in us at all but are waiting
for our markets to be in the pot, which means an extension of this
particular act, and then our markets are in the GATT pot.

They are in the United Nations Assembly organization pot.
They are in the International Materials Conference pot and then the

game goes on.
But any time we withdraw from it, which means if we went back

to section 336 of the 1930 Tarilf Act and let them adjust these tariffs
on every one of your textiles on the basis of fair and reasonable com.
petition, there is no game in Geneva because we are not in the game.

It is a sucker game. Just 1 or 2 other things:
The only think we ask for is national protection. Governor, in your

dissertation which was very fine, you did not ask for protection from
the Scuth or Nevada or any place else. We have never asked for pro-
tection from you. We are for you on the same basis as we are for
ourselves.

A tariff was only meant to equalize the difference between the wage
standard of living, the taxes and the cost of doing business in the
United States of America as against the chief competing nations on
each product. Then it did that generally speaking. Sometimes not
entirely well adjusted but everybody had that as an objective.

Naturally the Tariff Commission would make mistakes even if they
were allowed to go back on this section 336. But once you put a tariff
into effect, then everybody knows in a few months whether it is work-
ing or not and they can take it up again on the suggestion of an inter-
ested party or the President or Congress or on their own or anybody's
motion. t,

I want to read a dispatch here from the London Daily Express on an
exhibit entitled "Britain demands protection for vital industries be-
cause competitors in low wage countries pay 30 to 50 percent less than
British employers."

The next paragraph says:
Britain deirands tariff reduction in tie united States altihouz] British em-

Plo ers pay as noch as 5 to 75 percent lower wages than the competitive
un:t(d S ates enployer.

Governor, I would like to have the record show right close to your
testimony which I think is very fine that we are the only Nation in the
world that is not for our own economy.

Every nation in the world is trying to protect itself on economy.
That is true about everyone except the Iron Curtain countries and
Russia and a couple of the low countries.

In each case we should not try to make them do anything.
They have to protect their own economy according" to their best

knowled,,e. Just like you do in your little State of Rhode Island. So
we must do the same thing but -do it on the basis of fair and reason-
able competition, which merely gives the American workers and the
American small investor equal access to his own markets.

Is that too much to ask?
Mr. ROBERTS. No.
Senator MALONE. I would ask you now if you think we have an

understanding of where we would go and how we would do our busi-
ness, if we took the first step here to reestablish a basis of fair and
reasonable competition and I understood from your testimony that is
what you are for.
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Mr. ROBERTS. That is right, Senator.
Senator MALONE. I have no further questions.
The CHAIRMAN. Thank you very much, Governor Roberts.
Mr. ROBERTS. Thank you very much. We are very grateful to you

and to the committee.
The CHAIRMAN. Both of you made a very fine contribution.
At this point I should like to have inserted in the record the state-

ment of the New England Manufacturing Jewelers' and Silversmiths'
Association.

(The statement referred to follows:)

STATEMENT OF NEW ENGLAND MANUFACTURING JEWELERS' AND SILVERSMITHS'

ASSOCIATION

Gentlemen, the New England Manufacturing Jewelers' and Silversmiths' As-
sociation, whose offices are located in Providence, R. I., submits this statement in
opposition to H. It. 1 as now proposed for consideration by the Senate Finance
Committee. This association, representing the major portion of the low- and
niedium-priced jewelry manufacturing industry countrywide, is a typical trade
association. It functions on behalf of that industry, working to solve its various
problems.

Members of the low- and Diedium-1)riced jewelry industry make a wide selection
of articles of men's and women's jewelry, using either base metal or base metal
combined with precious metal. Many separate segments of the industry special-
ize in various types of jewelry (example: emblematic and fraternal jewelry,
religious jewelry,-watch attachments, pearl and bead jewelry, etc.). Competi-
tion requires specialization that has resulted in a lack of versatility within the
industry to an extent that jewelry is often referred to as a federation of in-
dustries rather than a single industry.

WEAKNESSES OF THE 13L,

The jewelry industry opposes H. R. 1 in its present form because of several
glaring weaknesses of the bill. They are:

1. It fails to insure that the benefits of tariff concessions be shared by the
mass of world consumers to increase their purchasing power, although this is
the only logical method by which a prosperous export market can be established.

2. It fails utterly to insure that they will receive the fruits of this rising
economic tide, although, according to the Secretary of State, one of its purposes
is to secure our allies froi the advancing tide of communism by offering their
population, the advantages of increased commerce and trade.

3. It lacks adequate provision for protecting important segments of our in-
dustrial economy and important industrial communities from the devastating
effects of cutprice, cutthroat, foreign competition based on subhuman wage
rates.

Although it took many years to gain general acceptance of the fact that
Increased purchasing power provides increased consunIption, and therefore an
economic picture of increasing activity, our foreign competitors have given
unmistakable indications that they do not accept this fact. Evidence has been
presented during the course of this testimony showing that the wage different
between this country and its competitors has substantially increased since the
1930's. Foreign workmen have shared less and less in the fruits of their labor
during the period of the reciprocal trade program. We must then ask this
question: "In light of the record of the past 20 years, will a simple lowering of

k tariffs, which we are told will provide increased imports into this country and
therefore increased manufacturing activity abroad, necessarily trickle down
to the workmen of these industries in the way of increased wages and increased
benefits?" Evidence is all to the contrary. (See Wage Comparisons, ex. I.)
It is only by insuring an increase in their purchasing power that they can pro-
vide the export potential needed to be of material benefit to any broad group of
American exporters.

It is not by swelling the profit coffers of a few cartels in Japan and Germany
that the free world allies can be secured against advancing communism. It is

it, only by lifting the general economic level of a country through a fair sharing

tli 59884-55-pt. 2- 26



1022 TRADE AGREEMENTS EXTENSION

of the fruits of increased activity among the workers-the voters-that com-
munism can be held. The wage level provides the simplest and easiest standard
for measuring our success in the use of tariffs as a political instrument against
communism.

Statements have been presented both to the Ways and Means Committee of
the I-louse of Representatives and the Finance Committee of the Senate that
H. R. 1 will not be used to injure domestic industry. The inclusion of the
so-called peril-point and escape-clause procedures have been heralded as the
adequate safeguards that will prevent domestic industry from being harmed.

The Randall Commission House report that furnished the basis for this bill
stressed that any permanent or long-term delegation of tariff-changing power
by the Congress must be accompanied by adequate standards more specific than
those which have accompanied the early delegation of such power for limited
periods of time. H. R. 1 as written utterly fails to provide additional standards
and relies only on the untested peril-point and the ineffective escape-clause
procedures.

The dismal record of the escape clause completely justifies the Randall Com-
mission's recommending additional standards. The peril-point proceedings, as
yet untested and unproved, present scant consolation to industries whose welfare
is already in serious jeopardy by the tariff reductions that have been made in
the past 10 years and by the trend of ever-increasing imports.

The wording of the law requires that actual or threatened serious injury to
the domestic industry be proven for both peril points and escape clauses. This
confronts threatened industry with a nearly insurmountable situation in initiat-
ing escape-clause action. It is well established that an industry must be virtu-
ally out of business before the escape clause can operate. If serious injury is
regarded in the same light in the peril-point procedure, then, indeed, additional
standards are direly needed.

As an example of the effect competition from imports from low-wage countries
can have on segments of the domestic jewelry industry in spite of the so-called
peril-point and escape-clause safeguards, let us examine briefly the pearl industry
in this country.

In 1947 it sold $13 million at the manufacturer's level and employed 3,000
persons. Japanese pearl imports were then $200.000 or, landed, constituted about
2 percent of the market. Japanese pearls and pearl jewelry now constitute over
60 percent of the domestic market and, measured on a piece rather than a dollar
basis. comprise over 85 percent of domestic -1iroduction.

At least a dozen plants are out of business; employment is now down to less
than 500 persons. Cigarette lighters, rhinestone jewelry, watehbands, and sev-
eral other segments are now fighting the losing battle with imports that the pearl
industry has already lost.

The major difficulty of these segments' initiating escape-clause action lies in the
interpretation given the term "serious injury" by the Tariff Commission and the
Chief Executive. It is a term that is subject to individual interpretation, de-
pending on the attitude of the individuals administering it to a point Where
domestic industry has lost all confidence in the use of the escape-clause procedure
as a safeguard or as a corrector of mistakes that have been made in tariff reduc-
tion. This is evidenced by the split votes of the Commission and the repudiation
of Commission findings by the President. It is essential that thesa standards
be clarified both for those who would interpret and enforce the law and for those
who must use this device to save their businesses.

RDcOMMENDATIONS TO REINSTATE ORIGINAL PURPOSES OF RECIPROCAL TRADE

The escape clause
It is, therefore, recommended that in order to reinstate the original purpose

of the escape clause-a safeguard for industry-the term "serious injury to the
domestic industry" found in section 3, section 6, and section 7 of the Trade Agree-
ments Extension Act of 1951, as amended (19 U. S. C., see. 1:60 (a), sec. 1361 (a),
and sec. 1364 (a)), be changed to terminology such as "substantial unemployment
of or injury to American workers, miners, farmers, or producers" (the term "sub-
stantial unemployment" as applied to an industry should be defined in the same
way the term "substantial labor surplus" is defined as applying to a labor areas
by the United States Department of Labor, Bureau of Employment Security, i. e.,
6 percent or more of the total work force is unemployed). This addition would
clarify the standard and permit an industry to petition for relief before it has
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lost the strength, the resources, and the vitality needed to regain a lost or
disappearing market.

Peril points related to industrial areas

The jewelry industry, like several other small, non-mass-production industries,
occupies a unique position in relationship to the community in which it resides.
Seventy percent of the American low- and medium-priced jewelry industry is
located within 20 miles of Providence, R. I. Of the 50,000 persons employed in
this industry nationwide, over 35,000 are found in Rhode Island and in a few
small communities in southeastern Massachusetts. One-third (if the people of
Providence are solely dependent on the industry for their livelihood. Conimuni-
ties of Attleboro and North Attleboro in nearby Massachusetts are almost en-
tirely dependent on this industry. It has recently become the first-ranking indus-
trial employer in the metropolitan Providence area. Twenty-five percent of those
employed in manufacturing in this area work in the jewelry business. If we were
to include the hundreds of suppliers and job shops whose businesses are 50 to
99 percent dependent on the industry, its significance to the community would be
further enhanced.

The second-ranking employer of the Providence metropolitan area is the textile
industry, which employs another 25 percent of those employed in manufacturing.
Part of the remainder consists of such industries as the Lever lace and the
rubber footwear industry, all of which are gravely concerned with the impact
of H. R. 1.

The Providence industrial area ranks foremost in the Nation, of those com-
munities that are particularly sensitive to the effect of imports. Were the
manufacturing jewelry industry spread throughout t-he 48 States, the effect of
tariffs that would create unemployment might be devastating to the industry
itself, but the impact on actual employment in the communities in which the
plants were located would be softened by the industry's dispersion. Displaced
employees would probably be absorbed into the less-affected industries in the
distressed areas. The effect on unemployment compensation rules, State tax
revenues, etc., would be relatively insignificant.

The opposite is true in our community. H. R. 1 seems aimed at the heart of
Providence, R. I., and the several hundred thousand persons of that area em-
ployed in manufacturing, together with addditional tens of thousands of store-
keepers, professional people, and others who regard jewelry and textile income
as the lifeblood of their business.

"Peril to an industry" is in itself a relative term. It cannot become a mathe-
matical calculation based on a set formula. There are too many intangibles
and variables to reduce it to this. It is self-evident, however, that relatively
minor decreases in employment in several industries could have an important
effect on a community if it is highly dependent on those industries, while the
effect on any one industry alone would not cause a perilous situation in the
community. It is imperative that this community factor be a required considera-
tion in the determination of peril points unless the wholesale dislocation of
important industrial areas is to be permitted as a result of future tariff
reductions.

We therefore recommend that section 3 (a) of the Trade Agreements Exten-
sion Act of 1951, as amended (19 U. S. C., sec. 1360 (a)), relating to the peril
point procedure he amended by adding at the end thereof the following new
paragraph:

"If it appears to the Commission that the impact of any concessions, or failure
to increase duties or impose additional import restrictions, in th@ case of any
articles on the list furnished to the Commission under this subsection, would be
strongly felt in any given labor area or areas because of the concentration in
such area or areas of the industry or industries producing such articles, the
Commission shall take that fact into consideration in making its report to the
President."

This amendment requires that the geographic location, with particular refer-
ence to important concentrations, be established for each industry whose tariffs
are being reviewed. It also requires that where there are concentrations of an
industry or several industries which are producing articles of a similar or like
nature to those which are being considered for tariff reduction or for tariff in-
crease, that the impact of those reductions or increases on these communities
in which the industries are concentrated be given full consideration in the setting
of peril points for those products.
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Wages and tariffs
The great issue in H. R. 1-the reason this bill has stirred the Nation as it

has-is the differential required of American industry in relation to the wages
paid by our foreign competitors. Other competitive factors such as quality.
delivery, styling, and service, yes, and even price, insofar as price is affected by
efficiency, mechanization, etc., have not been advanced as issues in regard to-
this bill. The fires of industry and labor and of many private individuals have
been concentrated on the subject of wage differential and the difficulty, yes,
impossibility, of fair competition in an area where our foreign competitors'
great advantage is in the substandard, subhuman wage conditions tolerated in
many of these countries.

As mentioned in the Randall report, the importance of wages to other produc-
tion costs is often dictated by the nature of the product, which governs the
degree of mechanization that can be used to minimize labor factors. The style
factor in the jewelry industry is the governing one that prevents this industry
from massing itself into large productive units that will turn out millions of
items of a given style. The popularity of jewelry and its appeal are in the
individuality and diversity of the products. And so, certain of our industries
necessarily and inherently must, due to the impossibility of standardizing prod.
ucts, compete on almost an equal basis with the low wage rates paid abroad.

It has been deemed a proper Government function to set certain minimum
wage standards. We have no quarrel with this theory. We believe it com-
pletely irresponsible, however, if that same Government which sets these domes-
tic wage standards washes its hands of its responsibility to take proper steps
to enab'e domestic producers to meet those standards.

The instrument of tariffs is the logical and accepted device by which the
Government can fulfill this responsibility and logically fulfill the broader
objectives of reciprocal trade.

In order to fulfill its primary objectives, which are:
1. To put dollars into the hands of the masses of the world so that

they may be given the ability to buy our exports;
2. To raise the standard of living throughout the world, to retard com-

munism; and
3. To permit fair competition between the products of this country and the

rest of the world,
H. R. 1 must relate any further lowering of tariffs to the differentials between
foreign and domestic wages in those industries in which wages are an important
part of production costs and make further reductions dependent on a raising of
foreign wages to American levels.

It is therefore recommended that H. R. 1 be amended as follows:
That no further reductions in import duty beyond the reductions already

permissible by existing law shall apply tc, any import in the production of which
any employee was employed at an hourly rate less than the minimum rate in
effect in the United States tnder section 6 of the Fair Labor Standards Act
of 1938, as amended, except that:

(a) For the first 12 months after, such agreement becomes effective, em-
ployees may be paid not less than 60 percent of the United States minimum
legal wage (equates to 45 cents per hour).

(b) For the next 12 months, employees may be paid not less than 70 per-
cent of the United States minimum legal wage (equates to 521 _ cents per
hour).

(c) For the next 12 months, employees may be paid not less than 8D
percent of the United States minimum legal wage (equates to 60 cents per
hour).

Provided, however, That the above wage standard shall apply only to those
industries whose direct labor costs exceed 30 percent of all manufacturing costs,
as determined by the Bureau of the Census, Census of Manufactures.

The above suggested amendment will:
(a) Insure the degree of selectivity recommended by the Randall Com-

mission in making further tariff reductions by separating the mass producer
from the nonmass producer.

(b) Fully recognize the importance of wage differentials in international
trade competition.



TRADE AGREEMENTS EXTENSION 1025

(c) Furnish an incentive to foreign producers to share the benefits of
their industry with the workers and consumers of the world.

(d) Provide assurance to all exporters or potential exporters that the
purchasing power of foreign populations and the ability to consume the
products of our export will progress.

'his amendment does not:
(a) Equalize costs of production. Complete freedom is accorded com-

petition in the area of other costs and other factors of competition and in
wages since only the statutory minimum must be met, not American average
rates.

(b) Eliminate the prospect of tariff reductions for most products because
of the low level of wages abroad. It carefully distinguishes between those
domestic industries which must compete on the direct basis of wages and
those industries whose products have permitted them to minimize the wage
differential problem.

(e) Equalize working conditions of foreign and domestic workers. It
-does not provide for time and one half wages for over 40 hours per week.
It does not provide for the elimination of homework. It does not require
collective bargaining rules such as those found in this country. It permits
,each nation to adhere to its own customs and tradition in this regard.

(d) Impose impossible wage conditions on foreign producers. In 1934
the NRA legislation imposed far larger increases in wages on domestic
producers than would this amendment on foreign producers.

(c) Set a new precedent. United States tariff laws already contain
prohibitions with respect to goods produced by convict or forced labor.
This amendment, unlike this precedent, however, does not ban the im-
port, but merely excludes it from benefits of extra trade concessions made
possible by the extension of authority given the President under H. R. 1.

(f) Require that actual wage differentials existing between foreign coun-
tries and this country be equalized; it simply requires that minimum wage
-conditions required by law in this country be met abroad. A long experience
with free collective bargaining and the progressive increases that American
labor has made in the past 10 years have led to substantial average wage
differentials which could still exist between domestic and foreign indus-
tries that could qualify under this amendnient. Since it is not necessary
that the average wage of a domestic industry be taken into account, such
standards are easily calculable.

THE JEWELRY INDUSTRY

The low- and medium-priced jewelry industry is typical of that group of small-
business industries which considers the lack of proper safeguards in H. R. 1 as
a virtual Sword of Damocles hanging over them.

Jewelry imports
In 1938-39 low- and medium-priced jewelry and parts imports were at about

$11A million a year. Since those postwar years imports have risen steadily to
nearly $15 million in 1953. The bulk of this increase was in finished jewelry,
that rose during this time from about a half million dollars to more than $11
million (chart 1).

This rise matches, in timing and proportion, the rejuvenation and resurgence
of the Japanese and German jewelry industries, and coincides with the reductions
made in jewelry tariffs, most of which are now at 50 percent of the 1945 rate.
In 1953 nearly 70 percent of our total imports originated in these 2 countries,
with the Japanese responsible for nearly 50 percent (chart 2).

Computed on a unit basis, these figures actually represent over 15 percent of the
sales of all types of low- and medium-priced jewelry.

Prices of jewelry imports
Price comparisons between the foreign and domestic products readily explain

this fantastic increase. Japanese products are often landed with duty paid at
25 to 40 percent of the price of a similar domestic product. Imports from Ger-
many, landed and duty paid, are sold at 50 to 60 percent of the domestic price.
Direct wages account for 35 to 50 percent of the total production cost of most
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jewelry products. The wage differentials outlined in exhibit 1, therefore, readily
explain how these price differences are made possible.

Jewelry exports
The export trend also gives a good indication of what we are facing in the way

of foreign competition. Our German and Japanese competitors have made great
inroads into our export market. Since 1946 exports of American low- and
medium-priced jewelry dropped from $22 million to $10 million in 1953.

There is every indication that as Germany and Japan further develop their
skills and rebuild their facilities, they will continue to exploit their cost advan-
tages made possible by substandard wage and working conditions, and will even
further decrease our export potential.

In the light of the situation facing the low- and medium-priced jewelry indus-
try of this country, the Metropolitan Providence industrial community and other
small-business, non-mass-production industries of this country, we respectfully
urge the adoption of the three amendments to H. R. 1 for the reasons herein
indicated.

Respectfully submitted.
HOWARD H. SWEET,

Sweet Manufacturing Co., Attleboro, Mass.-Association President.
RAYMOND L. WELLS,

Wells Manufacturing Co., Attleboro, Mass.-Chairman, Legislative Committee.
ISADORE PAISNER,

Brier Manufacturing Co., Providence, R. 1.-Legislative Committee.
GEORGE R. FRANKOVICH,

Executive Secretary.

ExHIBIT 1

Comparison of the rates of jewelry-production workers, United States versus
foreign competitors

United States (Bureau of Labor Statistics, U. S. Department of Labor,
Employment and Earnings, June 1954) ------------------- per hour-- $1.47

Germany (Wage Contract for Pforzheim and Schwaebisch Gmuend effec-
tive Jan. 1, 1953'

Male:
Skilled-------------------------------------------------- $0.39
Unskilled ---------------------------------- $0.33

Female:
Skilled --------------------------------------------------- $0.31
Unskilled ---------------------------- $0.27

Austria (Report on Swarovski, Wattens, Tyrol) ---- per hour-_ 2 $0. 22 to $0.48
Japan (Report of the Division of Foreign Labor, Bureau of Labor Statis-

tics, U. S. Department of Labor, for 1953 average wages in the miscel-
laneous manufacturing group (jewelry, sporting goods, toys, etc.) :

Average yen per month ---------------------------------------- 10,694
Per day ---------------------------------------------------- $1.19

About, per hour ---------------------------------------- $0. 12 to $0.14

2 Source: Industrie--Gewerksehaft Metall, Stuttgart. (Converted to dollars, basis
1 deutscheinark $0.24. )

Converted to dollars, basis 1 schilling-$0.04.
8 Converted to dollars, basis 360 yen=$1.

For workers regularly employed in plant-often less for home piecework often performed
by children.
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EXHIBIT 2

[From Women's Wear Daily, January 21, 1955]

DECEMBER ExPo's TREBLED BY JAPAN

Tokyo Bureau

TOKYO, January 20.-Experts of costume jewelry in December were three

times larger than normal, the manufacturers' association reports. This reflects

the sudden surge in world demand for artificial pearls and bends, as previously

reported in these columnnS.
The industry shipped almost $500,010 worth of imitation pearls and about $275,-

000 worth of beads in that month, out of a total of around $1 million.

The industry's shipments for all of 1954 were valued at over $5.5 million, a

gain of about 10 percent over 1953, it is reported. Of this, imitation pearls ac-

counted for half, but were just barely even with 1953. Only the sudden year-end

spurt brought the total up. Sales of beads, however, gained about one-third over

1953, and were valued at around $1.3 million last year.

EXHIBIT 3

Price comparison of domestic versuls Japasicsc pearls

IMITATION PEARL BEADS

Domestic Japanese

8 millimeter imitation pearl linked beads, $022 to $0.25 per foot ------- $0 08 to $0 09 per foot.
prie to assemhler.

6 milliietei imitation pearl linked heads, $0 18 per foot .............. $0 041 to $0 06 per foot.
price to assembler

Pearl necklaces, glass heads, good quality, $54 per gross ------------- ... $9 per gross (landed).
single strand, wholesale.

Imitation pearl necklace --- Plastic base pearls, non- Alabaster chase, graduated,
graduated, detail $098 retail $0 39 each.
each.

Iridescent, 4-strand necklace, alabaster base Retail $3.98 each ------------ Retail $0.59 each.
pearl.

MANIPULATED PEARL JEWELRY

Imitation pearl shower drop earring, brass Wholesale $21,50 per gross Wholesale $9.50 per gross.
finding. dirtt [naten al and labor

cost $9 95 per gross e\clu-
sire of overhead and
profit).
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(The following letter was subsequently received for the record:)
MARCH 15, 1955,

Hon. HARRY F. BYRD,
Chairman, Senate Committee on Finance,

Senate Office Building, Washington 25, D. C.
DEAR SENATOR BYRD: We are in receipt of communications from Mr. _Gporge

R. Frankovich, executive secretary, New England Manufacturing Jewelers' and
Silversmiths' Association, suggesting amendments to H. R. 1.

Enclosed is a copy of the memorandum Mr. Frankovich has prepared in sup-
port of his suggested amendments.

We trust that the Senate Committee on Finance will give appropriate consid-
eration to the suggested amendments.

Yours sincerely,
THEODORE FRANCIS GREEN.
JOHN 0. PASTORE.

SUGGESTED AMENDMENTS TO H. R. 1

1. It is recommended that section 3 (a) of the Trade Agreements Extension
Act of 1931 as amended (19 U. S. C., sec. 1360 (a)) relating to the peril-point
procedure be amended by adding at the end thereof the following new paragraph:

"If it appears to the Commission that the impact of any concessions, or fail.
mre to increase duties or impose additional import restrictions, in the case ofany articles on the list furnished to the Commission under this subsection,
would be strongly felt in any given labor area or areas because of the concentra-
tion in such area or areas of the industry or industries producing such articles,
the Commission shall take that fact into consideration in making its report to
the President."

This amendment has particular reference to the Greater Providence area.Fifty-three percent of those engaged in manufacturing in this area work for the
jewelry, textile, and rubber industries, all of whom have stated that they will
be severely affected by any further tariff reductions.

This amendment will require that the Tariff Commission take into considera-
tion the geographic location of industries whose products may be subjected toadditional tariff reductions. When it is found that certain industrial communi-
ties are highly dependent on one or more industries whose products are beingconsidered for tariff reductions, the effect of those reductions on the community-
on unemployment, taxes, unemployment compensation, relief rolls, etc.-will betaken into full account when the Commission makes its recommendations to the
President in regard to peril points.

2. It is recommended that the term "serious injury to the domestic industry"
-found in section 3, section 6, and section 7 of the Trade Agreements Extension
Act of 1951 as amended (19 U. S. C., sec. 1360 (a), sec. 1361 (a), and see. 1364(a)) be chang-ed to terminology such as "substantial unemployment of or injury
to American workers, miners, farmers, or producers" (the term "substantial
unemployment" as applied to an industry should be defined in the same way the
term "substantial labor surplus" is defined as applying to a labor area by theUnited States Department of Labor, Bureau of Employment Security, i. e., 6.0
percent or more of the total workforce is unemployed).This amendment would standardize thinking oil the part of the Commission,
the President, and industry in regard to injury to domestic industry. It wouldset forth clearly in unmistakable terms those industries that might successfully
petition for escape-clause relief on the basis of injury, and those that would be
considered ineligible.

The ninny hundreds of applications that have been turned back before they
have been given formal recognition by the Commission, the present split deci-sions of the Commission, and the rejection of many of the Commission's recom-
mendations by the President could successfully be avoided if this section were
-clarified in the manner suggested above.

This aniendment would, we believe, give life to the so-called safeguards that
the bill is reputed to contain, to prevent injury to domestic industries. It uhat
as a standard for unemployment the already established criterion set forth by
the Department of Labor in the determination of "distressed areas."

3. It is recommended that -I. R. 1 be amended to establish the relationshiP
between tariffs and wage differentials as follows:
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That no further reductions in import duty beyond the reductions already
permissible by existing law shall apply to any import in the production of which
any employee was employed at an hourly rate less than the minimum rate in
effect in the United States under section 6 of the Fair Labor Standards Act of
1938, as amended, except that-

(a) For the first 12 months after such agreement becomes effective, em-
ployees may be paid not less than 60 percent of the United States minimum
legal wage (equates to 45 cents per hour).

(b) For the next 12 months, employees may be paid not less than 70 per-
cent of the United States minimum legal wage (equates to 521/2 cents per
hour).

(c) For the next 12 months, employees may be paid not less than 80 per-
cent of the United States minimum legal wage (equates to 60 cents per
hour).

Provided, however, that the above wage standard shall apply only to those
industries whose direct labor costs exceed 30 percent of all manufacturing costs,
as determined by the Bureau of the Census, census of manufactures.

The above suggested amendment will-
(a) Insure the degree of selectivity recommended by the Randall Com-

mission in making further tariff reductions by separating the mass producer
from the nonmass producer.

(b) Fully recognize the importance of wage differentials in international
trade competition.

(c) Furnish an incentive to foreign producers to share the benefits of
their industry with the workers and consumers of the world.

(d) Provide assurance to all exporters or potential exporters that the
purchasing power of foreign populations and the ability to consume the
products of our export will progress.

'This amendment does not-
(a) Equalize costs of production. Complete freedom is accorded compe-

tition in the area of other costs and other factors of competition and in wages
since only the statutory minimum must be met, not American average rates.

(b) Eliminate the prospect of tariff reductions for most products because
of the low level of wages abroad. It carefully distinguishes between those
domestic industries which must compete on the direct basis of wages and
those industries whose products have permitted them to minimize tbe wage-
differential problem.

(c) Equalize working conditions of foreign and domestic workers. It
does not provide for time-and-one-half wages for over 40 hours per week.
It does not provide for the elimination of homework. Ii does not require
collective-bargaining rules such as those found in this country. It permits
each nation to adhere to its own customs and tradition in this regard.

(d) Impose impossible wage conditions on foreign producers. In 1934
the NRA legislation imposed far larger increases in wages on domestic
producers than would this amendment on foreign producers.

(c) Set a new precedent. United States tariff laws already contain pro-
hibitions with respect to goods produced by convict or forced labor. This
amendment, unlike this precedent, however, does not ban the import but
merely excludes it from benefits of extra trade concessions made possible
by the extension of authority given the President under H. R. 1.

(f) Require that actual wage differentials existing between foreign coun-
tries and this country he equalized; it simply requires that minimum-waae
conditions required by law in this country be met abroad. A long experi-
ence with free collective bargaining and the progressive increases that Ameri-
can labor has made in the past 10 years have led to substantial average wage
differentials which oould still exist between domestic and foreign industries
that could qualify under this amendment. Since it is not necessary that the
average wage of a domestic industry be taken into account, such standards
are easily calculable.

The CHAIRIAN. Mr. Eugene Holman, chairman of the board of
directors of the Standard Oil Co. of New Jersey.

Mr. Holman, you may be seated, sir. We are glad to have you
before the committee.

Mr. HOLMAN. Thank you, Senator. I am very glad to be here
and thank you very much for the time.
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My name is Eugene Holman, I am chairman of the board of the
Standard Oil Co. of New Jersey.

STATEMENT OF EUGENE HOLMAN, CHAIRMAN OF THE BOARD,
STANDARD OIL CO. OF NEW JERSEY

Mr. HOLMAN. Thank you, Senator.
I am very glad to be here and I thank you very much for the time.
My name is Eugene Holman, chairman of the board, Standard Oil

Co. of New Jersey.
I am here to record my company's endorsement of H. R. 1 as

passed by the House of Representatives, and to tell you why we be-
lieve that legislative restrictions on oil imports are not needed and,
if adopted, would be harmful to the national interest.

As a company with domestic and foreign investments, we have seen
at firsthand the benefits of foreign trade to our own and other nations'
economies. There is nothing inconsistent between an American
export-import trade balanced at progressively higher levels and a
dynamic domestic economy. Both go hand in hand. The record
of the 20th century demonstrates that high tariffs, quotas, currency
restrictions, exchange manipulations and the like, not only stifle
domestic economies and international trade but also, and even more
important, lead to international tensions.

The nature of Jersey Standard's business has caused us to study
the relation of imports generally and of oil imports specifically to an
expanding domestic economy. During this study we came to certain
conclusions which, more than a year ago, I stated as follows:

I do not hold the view that we should abolish all tariffs. Nor do I hold the
view that our present volume of imports is so low that other nations can justly
criticize us, nor that our rariffs-with certain exceptions-are outrageously
high. But I do hold the view that we should move consistently in the direction
of reducing tariffs and quota restrictions and simplifying customs procedures.

Because H. R. 1 is, in our opinion, a sound implementation of
these conclusions, we unqualifiedly urge its adoption without amend-
ments. Our reasons for this have been stated repeatedly. There-
fore, I will not discuss them further.

We have not, however, previously commented on two recent de-
velopments, namely, the report of the Cabinet Committee on Energy
Supplies and Resources Policy, and the proposed amendment to H. R.
1 which has been introduced by Senator Neely and others.

(The amendment referred to follows:)
[1. R. 1, 84th Cong., 1st sess.]

AMENDMENT Intended to be proposed by Mr. NEELY (for himself, Mr. ALLrTr,
Mr. BARRETT, Mr. BEALL, Mr. BENDER, Mr. BIBLE, Mr. CARLSON, Mr. DANIEL, Mr.
DiRSEN, Mr. KILGORE, Mir. MCCLELLAN, Mr. MARTIN of Pennsylvania, Mr.
MURRAY, Mr. O'MAHONEY, Mr. SCHOEPPEL, Mr. WELKER, and Mr. YOUNG) to
the bill (H. R. 1) to extend the authority of the President to enter into trade
agreements under section 350 of the Tariff Act of 1930, as amended, and for
other purposes, viz: At the end of the bill add the following new section:

SEC. . Section 2 of the Act entitled "An Act to extend the authority of the
President to enter into trade agreements under section 350 of the Tariff Act
of 1930, as amended", approved July 1, 1954 (19) U. S. C., sec. 1352a), is herebY
amended by inserting "(a)" after "SeC. 2." and by adding at the end there
a new subsection as follows:

"(b) In order to further the policy and purpose of this section-
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"(1) the President shall take such action as is necessary to restrict
imports of commodities whenever such imports threaten to retard the
domestic development and expansion or maintenance of domestic produc-
tion of natural resource commodities or any other commodities which he
determines to be essential to the national security;

"(2) the total quantity of crude petroleum and petroleum products (in-
cluding oil for supplies for vessels at United States ports but excluding
oil for manufacture and reexport) which may be imported into the United
States in any calendar quarter of any year shall not exceed 10 percentum
of the total domestic petroleum demand (as determined by the United States
Bureau of Mines) for the corresponding quarter of the previous year:
Provided, That the total quantity of residual fuel oil which may be imported
into the United States for consumption therein in any calendar quarter of
any year shall not exceed 10 per centum of the domestic demand for
residual fuel oil (as determined by the United States Bureau of Mines)
for the corresponding quarter of the previous year: Prorided further, That
the quotas established under this subsection may be suspended by the Presi-
dent during any period in which he finds that fuel supplies are inadequate
to meet current national consumption; and

"(3) the provisions of this section shall be effective notwithstanding the
authority granted in section 350 of the Tariff Act of 1930, as amended, or
any foreign trade agreement to which the United States is a party."

Three statements by the Cabinet Committee on the subject of oil
imports are extremely important.

First, the Cabinet' Committee recommends that imports be deter-
mined "by voluntai, individual action of those who are importers
or those who become importers." We have stated many times our
own belief that this matter should be dealt with by voluntary indi-
vidual action. The claim is made that such voluntary action has
been tried and has failed. This Cabinet Committee recommendation
is a new and extremely important development in this area. I submit
that it is likely to have definite effects and should be given a fair trial.

Second, the Cabinet Committee recommends that imports of crude
and heavy fuel oil-
should not exceed significantly the respective proportions that these fuels bore
to the production of domestic crude oil in 1954.
You may be interested in the figures on imports by our importing
affiliates, Esso Standard Oil Co. and Esso Export Corp. In 1954 they
decreased crude oil imports 5 percent from 1953 which in turn was
14 percent under 1952. Their 1954 heavy fuel oil imports were just
slightly higher-3 percent-than in 1953, were equal to 1952, and less
than in 1950 and 1951. During 1955 these affiliates plan to import
just about the same amount, or slightly less, crude oil than in 1954.

We intend to continue doing what we can to conform to the spirit
of the Cabinet Committee's recommendation. In this connection I
should like to make two observations:

(a) Supplies of and demand for crude and heavy fuel oils are
never static. They are moving targets. So while a formula such as
that mentioned by the Cabinet Committee may seem to produce sat-
isfactory results at the time of its adoption, it can become outmoded
almost overnight. A great part of the oil industry's demonstrated
strength to meet rising and constantly changing consumer needs lies
in the industry's flexibility. Today's pattern of supplies relative to
demands can change quickly, and every factor of supply, including
imports, should be free to change rapidly to meet new situations. I
recall to your minds, for example, that an unanticipated sharp increase
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in demand during the 1947-48 winter made domestic oil supplies
"tight" indeed.

The Cabinet Committee obviously recognized that there is no dur-
able formula in this situation, for it recommends that the relation-
ship between imports and domestic production-
be reviewed from time to time in the light of industrial expansion and chang-
ing economic and national defense requirements.
(b) Heavy fuel oil imports have little, if any, effect on domestic

crude oil production. For this reason, there is really no logic in
relating heavy fuel oil imports to domestic crude oil production.
Further, the domestic output of heavy fuel oil has declined continually
since the war because of persistent reductions in the yield of that
product from domestic refineries. We anticipate that the yield of
heavy fuel oil will continue to decline, so that even with a level of
demand in the United States no higher than we experienced in 1954,
imports would have to increase in order to supply existing customers.

The third point in the Cabinet Committee's report on which I would
comment is its reference to-
the importance to the economies of friendly countries of their oil exports to the
United States, as well as the importance to the United States of the accessibility
of foreign oil supplies both in peace and war.

This point merits particular emphasis. In considering defense, we
cannot think solely in terms of domestic production. Oil supplies in
friendly foreign countries would be of critical importance in an
emergency. Such supplies were vital in World War II. Unless we
believe another war would be fought without allies and solely within
the United States, we must regard availability of oil products around
the world as of cardinal importance.

In view of the foregoing, it is clear that we oppose legislative quotas
on oil imports.

No one denies that more crude oil would have been produced in the
United States during 1954 if no crude oil had been imported. But that
is a far cry from the claim that crude oil imports have adversely
affected the vigor of the domestic oil industry.

Well completions in 1954, both development and exploratory, were
higher than ever before. The trend of crude oil production in the
United States has been upward for many years despite a dip in 1954
as compared with the record year of 1953. For the last 20 years, in
fact, the domestic oil producing industry has increased its output
an average of almost 5 percent per year, compounded annually. Pro-
duction in January this year was at an all-time peak. Chart 1 shows
the level of oil production since the war in each of the 7 leading
oil States. Surely that is not a picture of a sick industry. I think the
chart is attached to your papers, gentlemen.

To be sure, there is excess productive capacity in some domestic
fields. But this should be viewed in the light of three important fac-
tors:

1. The Nation's need for a substantial, immediately producible oil
reserve for defense;

2. The long-term increase in demand for oil products in the United
States, which is expected nearly to double in the next 20 years;

3. The fact that present known oil reserves in the United State
are only about one-fifth of the free world total, although we account
for more than half of the free world's consumption.

1034
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Another important issue is the relation between heavy fuel oil im-
ports and the coal industry. A health domestic coal industry is
certainly important to our Nation. But we believe that the data
shown in chart 2 demonstrate that oil imports have been a very minor
factor in the causes of coal's admitted troubles. The really significant
causes for the decline in use of coal in the United States have been
dieselization of the railroads and growth of the natural gas industry.
In pressing the Congress to legislate against heavy fuel oil imports,
the coal industry is asking for action which would hurt others, inelud-
ing fuel consumers, very much, and would help it very little.

Restricting heavy fuel oil imports would increase consumption of
coal to only a slight degree. Our affiliate, Esso Standard Oil Co.,
has made a survey of its 3,238 heavy fuel oil customers, not including
utilities and marine sales. It found that more than 97 percent of these
consumers have no facilities to use coal. Similarly, Esso analyzed
data from the Federal Power Commission as to ability of electric
utilities on the east coast to use coal instead of the heavy fuel oil cur-
rently used. From these two studies it appears that, if fuel oil imports
were restricted, as proposed in the amendment before you, coal could
hope to get no more than about 10 million tons additional business at
best, and probably not that much.

Those consumers who were forced to change to coal, and who do
not now have equipment to use it, would have to pay large sums to
convert and to provide coal storage space. Some of the thousands of
consumers who could not or would not switch to coal would change
to natural gas or light heating oil. The remaining heavy fuel oil con-
sumers, because of supply-demand factors, would also find their fuel
prices sharply increased.

In arguing against oil imports, coal witnesses have used such ex-
pressions as "cheap foreign labor," "dumped oil," and "waste oil."
These epithets simply are not factual.

The notion that imported heavy fuel oil is produced with cheap
foreign labor is a figment of somebody's imagination. Practically
all imported heavy fuel oil is made from crude oil produced in Vene-
zuela where labor costs are often higher than such costs in United
States oil fields.

Nor is imported fuel oil "dumped." It sells in the United States
interchangeably with the domestic product, and at the same price.
That price in New York Harbor, for example, fluctuates above and
below the price of bituminous coal. But in all except 19 of the. 108
months from 1946 through 1954, the price of heavy fuel oil, on an
equivalent heat basis, has been higher than the price of bituminous
coal. Chart 3 shows the relationship.

And, certainly, heavy fuel oil is not a "waste" product. It is a
tailor-made product of efficient, modern refineries, demanded and
used by thousands of consumers for decades.

It has been said that fuel oil imports were shut off in World War
II. This is not the fact. Imports over the 4 war years averaged
higher than they did in the 4 years immediately preceding the war.

Now to discuss specifically Senator Neely's proposed amendment.
Let me note that it is much more restrictive than the proposals of the
Cabinet committee. For example, if the amendment were in effect
today, it would permit heavy fuel oil imports of only 143,000 barrels
per day as a maximum.
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This would mean an immediate drop in supplies of heavy fuel
oil of at least 210,000 barrels a day. Thousands of consumers--

including schools and other public buildings, apartment houses, and
office buildings, churches, hospitals, and factories-would be hit
overnight. Besides these consumers, the proposed restrictions would
also affect the livelihood of the hundreds of small-business men who
are heavy fuel oil distributors.

If the United States Congress were to adopt legislation against oil
imports it would reduce the dollar earnings of other countries and
thus reduce export markets for American farms and factories. It
would violate existing international commitments. It would put a
strain upon the friendship of other nations-and not only oil-produc-
ing nations-toward the United States.

Imported oil has been vital to our country to meet emergencies in
the past; and if we restrict imports now, we might find in some
future emergency that imports cannot be turned off and on like a
faucet. Imports help develop oil in other parts of the world, which
could be of life-or-death importance to our own and Allied armed
forces in case of war.

In my estimation, enactment of I-. R. 1, as passed by the House, is
truly in the best interests of this and other free nations. The position
of the United States in today's world calls for leadership from us.

The CHAIRMfAN. Thank you very much, Mr. Holman.
Mr. HOLMAN. Thank you, Mr. Chairman.
The CHAIRMAN. Are there any questions?
Senator Millikin?
Senator MILLIKIN. Mr. Holman, do you believe in the principle

that we should protect American industry against injury?
Mr. HOLMAN. Yes, I think that the definition of injury is an im-

portant one to define.
Senator MILLIXIN. Of course it is important. A definition is diffi-

cult to find. Assuming you can find it and assuming an injury is
found, if an industry is injured by imports you favor the application
of the theory of no injury?

Mr. HOLMAN. I think you have to be a little more specific-at least
I have to be a little more specific in my thinking than that, Senator.
I think that the thing to think about is what is best for America
actually.

I certainly think that industry regardless of what industry does
is important to the welfare of America.

Senator MILLIKIN. Can we agree that we should not be sacrificing
American payrolls in the interest of foreign trade? Is it best for
America to sacrifice any of our payrolls?

Mr. HOLMAN. Certainly I am heartily in favor of full employ-
ment to the fullest extent possible, but I don't know that I can say in
the oil business for example that we could never-and certainly we
believe in full employment and continuous employment to the fullest
extent possible in our company.

Senator MILLIKIN. Suppose it ware shown that imports of oil were
coming in here at an unfair competitive rate with our domestic inter-
ests, what would you do?

Mr. HOLMAN. These charts represent my view pretty well on that.
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Senator MILLIKIN. If it should be shown that we are importing
foreign oil at prices with which our domestic producers cannot com-
pete, would you favor importing it?

Mr. HOLMAN. I think we still have a strong, healthy industry and
the conditions you mention don't exist at the present time-that is
why I am against any legislation at the present time.

Senator MILLIKIN. The facts of the matter are that in your opinion
our domestic industry is not being injured by importations.

Mr. HOLMAN. That is my opinion.
Senator MILLIKIN. If it were not the fact, if it were shown that

domestic industry was injured by importations, would you continue
to have the same view?

Mr. HOLMAN. I think that we should have a strong, healthy domestic
oil industry. I have said that many, many times. One of the things
involved in that is full employment in industry.

Senator MILLIKIN. That is another way of saying you can't have
full domestic employment if you fritter away the American payroll
to accommodate importations that rest on payrolls which amount to
much less than American payrolls.

Mr. HOLMAN. My point is that they can go together. I think that
my point on that particular question is that as far as imports today
are concerned, we do have a strong, healthy industry including rela-
tively full employment and therefore it seems to me that we want to-
furthermore the foreign business is important to us also, and I think
that to the extent that we can gage those year by year that it is the
best way to handle the situation rather than adopt restrictions which
in my judgment are not in the best interests of the country at the
present time.

Senator MILLIKIN. I would like to make it a little more specfiic than
that. If you have a domestic industry in which it costs X dollars to
produce a barrel of fuel oil and you are importing fuel oil into this
country at a cost at which our domestic producers cannot compete to
stay in business, should we foster that kind of importation or should
we foster the diminution of that kind of importation?

Mr. HOLMAN. In my opinion that condition doesn't exist at the
present time.

Senator MILLIKIN. If it did, let's take an "if." If it did exist, I
mean other people are presenting other facts which reach conclusions
other than your own and I would be the last person in the world to
say that you are not in this case entitled to a conclusion and I would
also be the last person in the world to say that others were not en-
titled to a conclusion.

Mr. HOLMAN. Correct.
Senator MILLIKIN. If it should be shown that we have imports of

fuel oil that give unfair competition to our domestic production of
fuel oil, what would be your viewpoint on that?

Mr. HOLMAN. I think the facts on fuel oil produced from foreign
crude versus fuel oil produced from domestic crude is a very simple
thing. The facts-the reason why we import foreign fuel oil is that
we would reduce domestic fuel oil yields rather than import the crude
for that purpose. In general the foreign crudes that we use for that
purpose basically have a good deal more fuel oil in them, so we
produce for that purpose.

59884-55---pt. 2-27
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Senator MILLIKIN. I come back to my original question. If you
give unfair competition to the production of the same item, do you
believe we should?

Mr. HOLMAN. Well-
Senator MILLIKIN. I may be oversimplifying.
Mr. HOLMrAN. It seems to me that it is oversimplification a little.

To my way of thinking, the import of residual fuel oil has very little
influence on crude oil as I tried to point out in my testimony.

It is largely more influential on the coal picture. I think from our
studies we show that really the imports of residual would have-even
if all of them were cut out-would have a very small, if any, effect
on the coal people's problem, of which I am greatly in sympathy. I
would like to see a strong coal industry.

Senator MILLIKIN. I am just suggesting that there might be some
contrary testimony and we have the job of evaluating testimony. I
am not disparaging yours but I also want to keep an open mind on
what others say.

Mr. HOLMAN. I think that is perfectly right, Senator.
Senator MILLIKIN. I come back to the main proposition which is

the theory of the Reciprocal Trade Act.
If domestic industry is threatened with serious injury or injured

seriously with the kinds of import we are talking about., should we
continue to import or should we protect the American industry?

Mr. HOLMAN. I think that is a question of establishing the facts as
you say first.

Senator MIhLIKIN. Yes.
Mr. HOLMAN. I think it depends a good deal then on how much

is it hurt.
Senator MILLIKIN. Yes.
Mr. HOLMIAN. You have to weigh both sides of the question.
Senator MILLIKIN. I agree with all that. But if it should be deter-

mined that there is a serious injury to domestic production of fuel oil
through the importation of foreign fuel oils would you say we should
continue to injure the domestic industry or should we take the steps
necessary to put the imports on a fair competitive basis?

Mr. HOLMAN. I think we should have a strong domestic industry
and if evidence could be shown that you did not have a strong domestic
industry, I would be in favor of doing something about it.

Senator MILLIKIN. Thank you very much.
Mr. HOLMAN. But I want to make this perfectly clear, that in my

opinion, Senator, when you are talking about domestic fuel oil and
domestic foreign fuel oil or crude to make foreign fuel oil you are
talking about two different things completely. I don't think that
anything you do about it would save the coal industry, and I don't
think the oil business would be tremendously affected by the importa-
tion of fuel oil.

Senator MILLKIw. But if these things should be shown to the
contrary-

Mr. HOLMAN. That is right.
Senator MHLrKIN. If they should be shown to the contrary, you

think something should be done about it?
Mr. HOLMAN. That's right.
Senator MILLIKIN. Thank you very much. That is all.
Senator CARLSON. Mr. Chairman.
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Senator MILLIKIN (presiding). Senator Carlson?
Senator CARLSON. Following some of the questions of Senator

Millikin with regard to production and the effect of importation of
oil, I notice on your chart one that the State of Kansas for 1947, 1948,
1949, up to 1954 had an annual production of about a hundred million
barrels of oil per year. There was no increase during that 7- or 8-year
period.

At the same time our national economy gross production had greatly
increased, our population has increased about 15 to 20 million people.

Wouldn't it be reasonable to assume that it had not been for proper
ratios and allocations of production that we would have increased that
production in 7 years some?

Mr. HOLMAN. Senator, certainly if you cut off all crude oil imports,
and permited no imports, that would have been made up in production
in the United States.

Senator CARLSON. I am not one of these individuals that is in favor
of cutting off all imports of crude oil, but I have been concerned about
the great increase of these imports which I believe according to some
tables I have was in 1948 we had 512 million barrels total imports and
the average for 1954 according to this President's Commission on
Energy Supplies and Policy Resources was some million fifty-four
thousand barrels which shows a great increase over the same period
that we in our State, with, I think, substantial reserves and new fields,
should have increased some of our oil sales. That is the point I wanted
to make.

Mr. HOLMAN. I can certainly sympathize with your viewpoint com-
pletely. The Carter Oil, one of our companies, does business there.

We hear them say the very same thing.
Senator CARLSON. I appreciate that.
Mr. HOLMAN. I would not argue for 5 minutes that if you cut off

all imports that Kansas along with other States it would increase
their production some.

But 1 think that you have to weigh the other factors in this whole
thing too. Certainly my opinion has been that industry itself should
handle the problem. In our own company we think that our record
is such that we have supported that viewpoint pretty much and we
are going to continue to support that viewpoint.

Senator CARLSON. I noticed your comments on the report of the
President's Commission on Energy Supplies and Policy Resources.

Is it your position that you have or you can have an agreement-
I don't like to use that word-limiting the imports of oil to this
Nation?

Mr. HOLMAN. I don't know whether other people can. I say we
can and we have.

Senator CARLSON. In your opinion would these voluntary agree-
ments, if that is your contracts among the industry, violate the anti-
trust law?

Mr. HOLMAN. Individual action, which we have done right along,
we have been doing it for 25 or 30 years and we don't think we have
violated any antitrust law.

All we have done is said what we are going to do and we have done it.
Senator CARLSON. Mr. Holman, I am in your corner on that as far

as getting the limitation but I have been disappointed in the results.
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That is the thing that concerns me. I would be the last person
who wants to establish any more quotas if I didn't think it was neces-
sary. I have stated so for several years.

This year I am a cosponsor of a bill for 10 percent limitation because
I feel that we have to stop someplace.

I think it is of great concern, not only to the industrial expansion of
the Nation, as far as our own economy is concerned, but from a definite
standpoint. If this continues, at the present rate of increased oil
imports and States in the oil-producing area-there are many of them
and you are interested in most of them, I assure you, and are thor-
oughly familiar with the problem I bring up, that we can't quite see
this picture of pro ratio and stifling of expansion in the industry
which I believe was demonstrated by your own table there as far as
the State of Kansas is concerned.

I am so concerned about it, and I think that this committee, which,
I believe, is a committee that tries to look at the whole figure, and we
have to do it and try to do it, and we are confronted with that.

Before we report a bill we are going to be confronted with the prob-
lem of voting out some import quotas or having some assurance, at
least, that we can show you to protect a domestic industry that I think
is vital to the national defense as well as the industrial expansion.

Your suggestion, I take it, is that we depend on volume contracts by
the individual companies.

Mr. HOLMAN. That is right.
Senator CARLSON. And you state you have been following that

policy?
Mr. HOLMAN. That is right. I think our record here would show

that pretty well.
Senator CARLSON. Then on that basis, how can we, as a committee

in the Congress, assume, with the great increase from 500,000 barrels
in 1948 to what presently indicates will probably be 1,240,000 barrels
this year, feel that we have protected our country and our industries
without taking some definite steps?

Mr. HOLMAN. Senator, I think it needless to say that I am as in-
terested in protecting our industry and our country equally as much
as you are.

I think that the Cabinet Committee report, as I point out in my testi-
mony, is a very important thing. I would certainly give it a trial and
see what happens.

Senator CARLSON. On that point, Mr. Holman, if we do and we ex-
tend this Reciprocal Trade Agreements Act for 3 years, as proposed,
it would be 3 years before this Congress could act except by special
legislation, and these reciprocal trade agreements, their effects are not
only on our national economy but they affect us internationally.

Therefore, I don't think we should tamper with the thing too much.
And too often. That is one of our problems. I want assurance that
we can rely on these things safely without import quotas.

I have said 10 percent. I will admit that I don't know whether
that is the right figure. I notice the Secretary of the Treasury, in his
statements before this very committee, stated that the Committee of
which he was a member, the Committee on Energy Supplies and Re-
sources Policy, said they thought the average of last year, which I
think was 10.8 percent, and present indications are that next year it
may go to 19 percent-where are we going to stop?
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Mr. HOLMAN. I don't know. I suppose you will hear other im-
porting companies give their views. My only suggestion is that I
think the Presidential Committee is an important report. I think
that people in industry should have time to weigh this thing and I
would believe that all the American companies are just as much in-
terested in the domestic industry, certainly more so than they are in
the foreign industry, and I hope that the recommendations that they
make, the suggestions they make, would be carried out.

Senator CARLSON. Does not this enter into it, that there are foreign
companies that in addition to the American companies that are im-
porting oil here. 'What possibility would there be of getting any
agreements from them.

Mr. HOLMAN. So far as I know, I don't know of any-there may
be-but so far as I know, American companies are the ones that are
importing, that are actually importing the crude.

They may be buying from some foreign company. I don!, know
about that. But the American companies would be the ones that
actually import the crude.

Senator CARLSON. Would you object to the committee following
the recommenations of the Committee on Energy Supplies and Re-
sources Policy which establishes a quota on the basis of the 1954
average?

Mr. HOLMAN. I object to any legislative quota.
Senator CARLSON. I believe that is all, Mr. Chairman.
The CHAIRMAN. Senator Malone.
The Chair would like to state I am forced to go to the Senate floor:

the tax bill is up. The plan is to be in session until 1 o'clock and ad-
journ until 2. We have permission, the committee has permission to
sit this evening.

Senator MILLIKIN. You mean this afternoon?
The CHAIRMAN. This afternoon; yes. I will ask Senator Millikin

to act as chairman in my absence; if he is not here, Senator Carlson.
Senator MILL1KIN (presiding). Senator Malone.
Senator MALONE. Mr. Chairman, I want to say first that I consider

you, Mr. Holman, one of the outstanding men in the entire petroleum
industry, not only the strong man in your own company but one of the
strong men in the industry, and I have watched your operations for
a long time.

Mr. HOLMAN. Thank you, Senator.
Senator MALONE. I am very much interested in your statement that

you do hold the view that we should move consistently in the direction
of reducing quotas and tariffs restrictions and simplifying customs
procedure. You don't confine yourself to the oil industry there. I
take it you mean every product in the United States.

Mr. HoiaMAN. I did not get the latter part of it.
Senator MALONE. You do not in that statement confine yourself to

the oil, petroleum industry; I take it you consider every product in
the United States we should do the same thing.

Mr. HOLMAN. Yes, I think in general I would do what I could from
our own interests to promote a large exchange of goods. I would
like to see more exports, I would like to see more imports.

Senator MALONE. I think in that you have no disagreement with
anybody that I have ever seen that we want more legitimate exports,
more legitimate imports.
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Mr. HOLMAN. Yes.
Senator MALONE. But there is a considerable difference of opinion

as to what is legitimate. In other words, we are furnishing, and have
been since the war, 5 to 10 billion dollars to European nations to buy
our goods and we are exporting a tremendous amount of goods free to
foreign countries on the basis of national defense and we call it for-
eign trade. So we say, as a basis then, that we have increased our
foreign trade when as a matter of fact-whether you have ever done
this or not-if you will subtract the amount of cash and goods that we
are furnishing other countries without repayment, you come right back
to about the same legitimate percentage of trade, 41/2 to 5 percent that
you have had about 40 years ago. Have you tried that formula?

Mr. HOLMAN. No, I haven't. I agree that we don't want to promote
foreign trade by giving away our money.

Senator MALONE. That is what we have been doing.
Mr. U1OLMAN. They have earned some dollars. I don't think they

have gotten all their dollars by gifts.
Senator MALONE. I did not say that. You come back to about 41/

to 5 percent legitimate trade where you sell and get the money and
buy and get the money.

Have you made that calculation?
Mr. HOLMAN. No.
Senator MALONE. Would you try that soine time and see where you

come out?
Mr. HOLMAN. I am sure some of our people are making the calcula-

tion. I will look it up and send you a statement on it.
Senator MALONE. Have you studied other industries' products be-

sides your own as to what the effect might be?
Mr. HOLMAN. Only in general sessions in hearing other business

people talk about their problems and so on.
Senator MALONE. You have not determined what the effect might

be in textiles, machine tools or minerals or crockery or glass or any
of those specific items is that true?

Mr. HOLMAN. No, I haven't. That is specifically. Naturally I
have studied the oil situation. The fuel energy situation.

Senator MALONE. You think the oil industry would be benefited if
you reduced the tariffs on everything else?

Is that about what it comes to.
Mr. HOLMAN. I think the oil industry, to the extent that we in-

crease our exports, Senator, I think that the oil industry would benefit,
sir.

Senator MALONE. You were here when the Governor of Rhode Is-
land was testifying that the textile industry was already hurt under
the present tariffs. Now under the additional, they would be ex-
tremely vulnerable, and you are testifying exactly like Mr. Hoffman
did here a few days ago about any industry that can't survive under
a continual, gradual-I think that is the word he used-decrease of
that protection afforded by a tariff (or duty the Constitution callsit)
that makes up that 'difference between the reasonable cost of prduc-
tion of an article here, and the cost of that article or a like article in
the chief competing nation. He believed, just as you do, in a con-
tinual reduction and in a slow freeze out of some roduction in the
United States of articles-I have named 4 or 51o3 them, there an
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probably several thousands. You believe that such freeze out would
advantageous to the petroleum business?
Mr. HOLMAN. I think that anything that creates activity in this

country is beneficial to the petroleum industry.
Senator MALONE. My personal opinion is that you will create quite a

bit of activity if you keep this up, advocating abolition of protection
on every article in the United States so the cheap labor countries can
come in with the products, I don't think you will lack for activity, it
will increase pretty fast.

Mr. HOLMAN. That gets down to matters of opinion, of course.
Senator MALONE. I think it does-no; I don't think it does. I

think the evidence justifies it. I don't think you have studied it.
You say you have not.

Mr. HOLMAN. I think I have
Senator MALONE. I have the highest respect for you and I think you

are an expert in the petroleum business and I want to see if you are
an expert in the other business.

Mr. HOLMAN. I am not even an expert in the petroleum business.
Senator MALONE. You believe, do you, that by voluntary action on

your part in the product that you import that you can handle it, that
you ought to be the judge? You are not the first one that testified
to that effect as a witness before this committee. I have heard this
testimony before from a subsidiary of yours or a company in New
Jersey that handles your product.

They said exactly as you have said that the importers should be
allowed to judge the extent of their imports and exports, and then be
able to balance production in this country and the imports.

Mr. HOLMAN. Yes, sir.
Senator MALONE. Do you believe that all investors in other products

should have the same privilege on their products, such as glass,
crockery, or machine tools? Would you give them the same privilege?

Mr. HOLMAN. I am talking here about the oil business which I think
I know something about.

Senator MALONE. Unfortunately your policy is not limited to the
oil business. Do you limit the voluntary part of your testimony to
the oil business?

Mr. HOLMAN. I am simply subscribing to what the Cabinet Com-
mittee said there and they were talking about the energy field solely in
that particular case.

Senator MALONE. But your statement that you do hold the view that
we should move consistently in the direction of reducing tariffs and
simplify customs impositions and reduce quotas refers to every product
in the United States.

Mr. HOLMAN. That is right.
Senator MALONE. I agree with your statement that the Neely for-

mula will become obsolete in a very short time. Because no one knows
what it should be at the present time and nobody knows what will
be economically necessary to protect the economy of this country 6
months a year, or year and a half hence. Do you hold to that view?

Mr. IIOLMAN. That is right.
Senator MALONE. I am not for a quota. I have never been for a

quota on anything unless it is a combination of protection. For
example, the Congress of the United States itself took up the matter
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of sugar at one time. They fixed quotas. They fixed tariffs. They
fixed restrictions and stand ready to change those at any time it seems
necessary. At least I suppose they do. They fixed at that time what
they thought was right and it worked pretty well.

Article 1, section 8, of the Constitution gives to Congress the respon-
sibility to regulate commerce, which means setting tariffs, but they
transferred that responsibility to the Executive and he can reduce or
raise a tariff when he wants to without regard to the economy of the
country. If he wants to change a political situation in a foreign
nation he can take anything he wants to under consideration under
the 1934 Tariff Act.

You are aware of that, aren't you? I mean the 1934 Trade Agree-
ments Act.

Aren't you aware that that's up to him entirely?
Mr. HOLMAN. Up to the-
Senator MALONE. Executive, or State Department most of us think,
Mr. HOLMAN. I have heard that said before.
Senator MALoNE. I don't know whether you agree with it or not.
Mr. HOLMAN. Senator, let me state my view this way.
Senator MALONE. I would like for you to.
Mr. HOLMAN. In the first place I think the Reciprocal Trade

Act-
Senator MALONE. I would like to ask you where you got the phrase

"Reciprocal Trade Act" or do you know?
Mr. HOLMAN. Whatever H. R. 1 is.
Senator MALONE. I have a name for it but I don't suppose you would

adopt it. It was invented by the London bankers in 1934 just as
Butler invented the "trade but not aid" in 1952, but I pinned that on
him as soon as he invented it.

We mouth those things. But that phrase doesn't occur in the act,
doesn't occur in the title. In the opinion of the Senator from Nevada,
it was simply named by a European country to sell free trade to the
American people.

Why you call that reciprocal trade I do not know.
Mr. HOLMAN. I simply yield to your better knowledge. Whatever

the name of the bill is I accept your name for it.
To get back to the point I think you were asking me: My viewpoint

on the act as it now stands and as it is proposed before you gentlemen
today. I think that my general feeling has been that through the
peril point provisions and the escape clause provisions everybody
should be heard. I think that they should be enforced. I think that
everyone should have full opportunity first to explain their position
before the Tariff Commission and I think that that should not be on
general grounds. I think it should be on specific items, if necessary,
on general items and those things should be weighed very carefully
and the provisions of the peril point and escape clause as provided
by Congress.

It is my view that administration should have the power as provided
in the act.

It seems to me that the Tariff Commission is weighing these things
from the viewpoint of certain things now.

It seems to me that the administration or the President should be
able-and I think he should have a broader general overall knowledge
of what is good for the country than the Tariff Commission itself
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weighing just a specific thing under the provisions of the peril point
and escape clauses.

Senator MALONE. Regardless of any peril point, regardless of any
escape clause-and I suppose you know this-the President of the
United States is still the final judge and there is no recourse to Con-
gress under the act.

Congress could, of course, take it up if they insisted on doing it on
any product by introducing a bill, sending it to this committee,
and then in time to the Senate, and they can pass it if they want to.
But under the 1934 act there is no other recourse.

Mr. HOLMAN. Yes.
Senator MALONE. The Executive is the final one to decide what the

Tariff Commission says.
Mr. HOLMAN. Yes.
Senator MILLIIIN. I think the witness should be advised that the

Congress can overturn the President's viewpoints if it wishes to.
Senator MALONE. I just explained that for the record. Congress,

at any time, can take up a bill regularly introduced, referred to this
committee, and sent back to Congress and they can pass it.

I just explained that to you before I asked the question. But that
takes a special bill. The decisions of the President are not referred
to the Congress for approval under the act.

Of course, you understand that.
Mr. HOLMAN. Surely.
Senator MALONE. Do you understand that in 1934 we changed the

principle of regulating tariffs from what had been our policy for a
long time and to which we would revert under the 1930 Tariff Act
if this is not extended. At that time the President, by serving notice,
could cancel any trade agreements already made.

Anything upon which there is not a trade agreement made now,
any product would immediately revert to the Tariff Commission on
the basis of fair and reasonable competition.

The Tariff Commission has only one principle laid down to it by
Congress under the 1930 Tariff Act, which was superseded by this
act but is still in full force and effect if this act is not extended.
They have one principle and that is the basis of fair and reasonable
competition and that is the difference in cost of a production of an
article here and a like or similar article in the chief competitive nation.
I heard you testify that the wages are about the same or even higher
in certain countries where you're operating and I presume that prin-
ciple would not hurt you.

In 1934 that was superseded by the Trade Agreements Act that
changes the principle entirely then to the principle that any producer
of any product must show injury before he can ask for relief and then
he doesn't get it unless the President decides that he should get it
regardless of what the Tariff Commission determines.

You understand that change in principle under the two acts?
Mr. HOLMAN. I was under the impression that the President after

these hearings could overrule the Tariff Commission or agree with
them, but I think it is my understanding that he is supposed to report
to Congress on that.

Senator MILLIKIN. He is supposed to report to Congress and Con-
gress can overcome his decision entirely if they wish to.
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Senator MALONE. He does report to Congress and Congress, through
,a special bill introduced in the Senate or House, referred to the
committee-Ways and Means in the House, Finance Committee
here-may pass a special bill. He can be overruled in that way, but
that is the only way he can be overruled.

He did explain and has explained to Congress several times but
Congress had done nothing about it in any case.

In other words you approve in that change of principle from a
principle of fair and reasonable competition to a situation where any
industry must show a distinct injury before he can ask for such
relief.

Mr. HOLMAN. Yes. I thought that is the provision Congress set up
and I think that is fair.

Senator MALONE. I wanted to know if you considered that fair and
that ends that question. That is a fair answer. Did I understand you
to say that in case of an all-out third world war that the Middle East
oil would be available to us?

Mr. HOLMAN. No, you didn't understand me to say that.
Senator MALONE. You said it would be valuable to national defense

What did you mean?
Mr. HOLMAN. I certainly don't want to anticipate what oil will be

available to us, Senator.
Senator MALONE. It is pretty important to anticipate what oil will

be available to us.
Mr. HOLMAN. I would think oil we had any place outside the United

States would be valuable to us. It was valuable to us in World War
II and it was valuable to us in World War I.

I think, God forbid it will be valuable to us-
Senator MALONE. Do you believe the Middle East oil would be

available to the United States of America in an all out third world
war?

Mr. HOLMAN. I think there is a fair chance that-
Senator MALONE. Could be shipped to the United States?
Mr. HOLMAN. Well, I am assuming we are not just fighting the war

in the United States. I would think-
Senator MALONE. I only want your opinion. I am not going to

question it. You are entitled to your opinion.
Mr. HOLMAN. You asked me whether it would be available.
Senator MALONE. To us in the United States. It is not reasonable

to suppose that you have not asked somebody this question before in
your own outfit.

Mr. IOLMAN. Oh, yes. I have always thought, looking at it from
a national-defense standpoint that I would assume that the chances
are it may be available, I have assumed from a defense standpoint we
should be better off by depending on Western Hemisphere oil.

Senator MALONE. I think that is a very fair answer. I am delighted
you gave me that answer. That is the answer from all the military
strategists with whom I have discussed the situation.

Mr. HOLMAN. I have discussed the question.
Senator MALONE. I want to also say that you don't have to have

oil in the United States. The military forces may not need oil in the
United States, my opinion is they might need oil in the Eastern Hemi-
sphere as they would here, and I would hope that some of that oil
would be available.
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Mr. Holman, you do believe that that Middle East oil would be
available to Europe and if we could keep it operating in the all-out
world war III.

Mr. HOLMAN. God knows what will happen in a situation like that.
I don't think you can say all Middle East oil will pass out of the
picture like that.

Senator MALONE. There isn't any reason to say that God does not
know, but there are some people who estimate military strategy and
make some good statements that you will have to destroy it and get
out of there to keep somebody else from using it.

Mr. HOLMAN. We have investments there and we have thought
about it.

Senator MALON-E. I think you have.
I think you are right. I think your first answer was satisfactory.

From all the word we can get and we did go into this problem in
another committee and made Senate Report 1627 last year in which we
say just about that-that the Western Hemisphere could be made self-
sufficient in all the critical materials to fight a war or live in peace,
and you can keep the industries running during a war.

That is an important conclusion. No one knows what the next
war will bring about.

The idea has been sold to this country for 22 years that you had
to defend areas in Europe and Asia, and also to get the critical ma-
terials from there to fight a war and live in peace.

That is one thing I don't think you hear so much about since last
August.

I was recently in Venezuela on committee work and I have a high
regard for what you are doing.

I visited the Lake Maracaibo oil operations in Venezuela. That is
very great work that your company and other companies are doing
there. I don't know that your particular company is interested there.
But there are 3 or 4 large companies and they are doing a wonderful
job.

I think that Venezuela in reward to the money exchanges and
various things is head and shoulders above many foreign countries.

You do understand that these trick organizations built up on a
basis of the 1934 act, like GATT in Geneva, are waiting to start
work again as soon as this is extended, if it is? The U. N. Assembly
passed a resolution 3 or 4 months ago setting up another worldwide
organization.

We didn't vote for it, but they think we are bound anyway if we
continue our present method of regulating world trade, to dump the
markets of this Nation and others all in a pot on the basis of entitle-
ments to consumption, whatever that is.

That can onlybe interpreted in accordance with the population of
each country.

The International Materials Conference was created by the State
Department after the Congress turned down the International Trade
Organization.

They are all for division of the world markets in the pot, as long as
we are in it. It is just. like any other sucker poker game. If the man
with the money doesn't sit in, then there is no game. So if we don't
extend this thing, we go back to this section 336 of the 1930 Tariff
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Act. We would not be sitting in the sucker game. We would be regu-
lating our tariffs on the basis of fair and reasonable competition.

I am not asking you to put in the labor rates of Venezuela, because
we get that from other ways. We know there are many emoluments
beside the actual wages and it is a little intricate to figure.

But if you were on a basis where the tariff or duty were to be deter-
mined on every product in the United States on the basis of fair and
reasonable competition, would that handicap your production
greatly?

Mr. HOLMAN. I don't know that I exactly understand your question.
Senator MALONE. I will state it again. It is the simplest thing on

earth.
In other words, if you take petroleum or zinc or textiles and the

Tariff Commission-that is actually equipped to do a good job-deter,
mines the probable cost of production of an article in this country
and the same article or like article (which it would have to be petro-
leum in this case) in the chief competing nation and recommended
the difference as a duty or tariff, and if it is flexible so that they can
increase or decrease it on evidence, would that handicap your produc-
tion greatly in Venezuela or in the Middle East?

Mr. HOLMAN. Tariffs have an effect, Senator.
It would depend on how much it was.
Senator MALONE. Assume that it would be accurate.
Mr. HOLMAN. You said would it affect our operations?
Senator MALONE. Yes.
Mr. HOLMAN. Certainly.
Senator MALONE. You know how much it is goifig to be, and if it

is accurate it will bring your oil in on the basis of fair and reasonable
competition. Would that handicap you?

Mr. HOLMAN. Your question is, Are the costs in Venezuela as com-
pared to the United States sufficiently comparable-

Senator MALONE. No, that is not my question.
Under the principle definitely laid down by Congress to the Tariff

Commission in 1930, Congress gave distinct orders under no condition
to consider anything except the differential in the cost of production,
the difference in the reasonable cost of a product here and the chief
competitive nation-not the lower and not the higher. It makes me a
little sick to hear somebody being for high or low tariffs.

I have never heard anybody be for high tariffs.
What they want is that differential on the basis of fair and reason-

able competition and flexible so that it remains that way.
If the economic relationship between the nations changes-say you

raise your wages in Venezuela or the Middle East-then you can lower
your tariff here. Assume you land your petroleum at the ports on
the basis of fair and reasonable competition with the costs of product
tion in this country. Would that handicap you?

You say you are paying the same wages or a little higher anyway.
Mr. HOLMAN. I think when you are talking about competition you

are talking about a oood many more things than just your cost.
Senator MAkLONE. What are you talking about?
Mr. HOLMAN. For example, the quality of your product. Some,

times your costs are very definitely related to the type of propert$
you have, for another example.
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Senator MALONE. You mean where it will produce more or quicker
and with less expense?

Mr. HOLMAN. I would say we certainly have properties in the
United States that are comparable in cost and everything else with
properties in Venezuela and vice versa.

There again you can generalize too much in the oil business, because
you have certain types of property in one place and in another place.
This is the point I wish to make.

Senator MALONE. I wish you would make it.
Mr. HOLMAN. The final analysis is that it is not the cost that

makes things tick. It is a question of producing something, it is a
question of transporting it, refining it, and marketing anx getting
it to the customers' hands.

What you are interested in finally is making a profit on it. The
logistics of moving the goods come into these rather more than purely
the cost factors.

Senator MALONE. I want you to answer my question. I know you
know what I am talking about.

Mr. HOLMAN. I honestly don't.
Senator MALONE. You are the smartest man in the business. I want

to be dealt with fairly as I want to deal fairly with you. If it goes
back to the Tariff Commission, under the 1930 act they only have
1 instruction, 1 principle laid down by Congress, and that is
a fair and reasonable competitive basis, and if they determine the
reasonable cost of your various grades of petroleum, and the pro-
duction cost of the various grades in the chief competitive nation-
I don't know whether it is Venezuela or it is a Middle East nation-
residual oil or petroleum or gasoline-

Mr. HOLMAN. The delivered cost in this country.
Senator MALONE. And have that made comparable with the cost in

this country so the Americanl producers the American workingmen,
and the American investors have equal access to the American mar-
kets. If you bring in gasoline from the Middle East or Venezuela,
let us assume that the Tariff Commission finally arrives at the proper
differential so it is fair and reasonable competition. Would that
handicap you in your operations in the foreign nations?

Mr. HOLMAN. We would have to see what the figures showed.
I don't know whether it would or not. I think in general as I point

out as far as Venezuela is concerned-
Senator MALONE. Mr. Holman, that has nothing to do with my

question whatever. My question is simply whether if they arrive
at the proper duty or tariff to bring it in on fair and reasonable com-
petition you have equal access to the markets here that domestic
producers have here in taxes, and so forth. Would that handicap
your operations?

Mr. HOLMAN. I think tariffs anyway you look at it are a handicap
to some extent. You are just arguing it.

Senator MALONE. That is all I asked you. You said it would be
a handicap. At the same time you say you are paying the wages
in Venezuela. you are paying here. That is not very consistent but
your answer is in the record.

You did say a while ago and I think you have this information
which I do not have without reference to other testimony that the
domestic production last year was at an all-time peak here.
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I would ask you if it is at an all-time peak is that on the basin
of the increase in population? Could they naturally look forward
to producing more here in accordance with increase in the consump.
tion? But you did say that the domestic production here last year
was at an all-time peak.

Mr. HOLMAN. I said the. last month or so it reached an all-time peak.
Senator MALONE. The last month or two.
Mr. HOLMAN. If you are asking me whether I think it is true the

consumption is going to grow-
Senator MALONE. I didn't ask you that.
Senator KERR. He said the all-time peak production was reached

in January of this year.
Mr. HOLMAN. That is right.
Senator KERR. His charts show that production in this country

actually was less in 1954 than it was in 1953.
Mr. HOLMAN. That is right.
Senator MALONE. I think that is what I wanted to bring out.
I thank the Senator from Oklahoma.
Is it a fact that the oil production in Texas, Oklahoma, and other

oil-producing States is cut below 50 percent now of their capacity?
Mr. HOLMAN. I don't know, Mr. Senator. I don't remember. I

think those facts are available from the Conservation Department.
Senator MALONE. Would it interest you if I say to the best of my

knowledge-and I think we have other witnesses that will correct
me if I am wrong-it is about 46 to 48 percent.

Mr. HOLMAN. Those figures are readily available.
Estimates are available but I don't recall just what they are.
Senator MALONE. That is my best information. Do you have any

information to the contrary?
Mr. HOLMAN. We have that but I don't remember what it is.
Senator MALONE. Does it sound reasonable to you with what you

have been hearing?
Mr. HOLMAN. I really haven't followed that close enough. We have

statistics here if you want to take time to examine some.
Senator MALONE. We are going to take time all right. But if you

have not the information that is good enough.
Mr. HOLMAN. I will give you the information.
Senator MALONE. You can turn it in to the committee but not take

the time right now.
Mr. HOLMAN. Surely.
Senator MALONE. What States do you operate in? You operate in

Texas.
Mr. HOLMAN. We operate in some form or another in almost every

State of the Union.
Senator MALONE. You are interested in Texas. I am interested in

Texas because it is a great State.
Mr. T-OLMNAN. I am very much interested in Texas because I happen

to be a Texan.
Senator MALONE. Do you know for a fact-if you don't know Ihope

you will check it and inform the committee or we will get the infor-
mation elsewhere-that they are cut there now to about 46 to 47 per-
cent of their capacity?

Mr. HOLMAN. I am quite familiar with the situation about the Way
they feel about it.
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Senator MALONE. I did not ask you how they felt. I know how they
feel. I asked you if that is a fact. That they are cut below 50 per-
cent?

Mr. HOLMAN. I don't know.
Senator MALONE. I think you should know as the head of a great

oil company that is interested in Texas.
Mr. HOLMAN. I am sorry. I don't know all things. That is some-

thing that I could see every week. But I don't really know just what
the figures are.

Senator MALONE. Mr. Chairman, there is a very interesting article
by Raymond Moley, I will not read it. But I will ask you if it can be
placed in the record at this point because it touches right on some
of the problems that Mr. Holman has been testifying about.

Senator MILLIKIN. I didn't hear your request.
Senator MALONE. I ask permission to insert in the record an article

by Raymond Moley, Newsweek, March 14, 1955. It will be very inter-
esting. You will probably have it on your desk when you get home,
Mr. Holman.

Senator MILLIKIN. It will be inserted.
Senator KERR. I am glad to see you before our committee. I am

glad to have you here.
Mr. HOLMAN. Thank you, Senator.
Senator KERR. I notice in your statement that you recognized the

need for curtailment of imports. In fact you say that your com-
pany has by policy curtailed its imports.

Mr. HOLMAN. That is right, Senator.
Senator KERR. Do you know of any way to bring about the general

curtailment of imports without legislation?
Mr. HOLMAN. Well, as I answered Senator Carlson when he was

here, I will say that it can be done. The Cabinet committee has made
certain recommendations.

Senator KERR. I am familiar with them.
Mr. HOLMAN. I would certainly be willing-and I would like to see

them tried.
Senator KERR. Do you know of any way to make certain that the

recommendation would be carried out except through legislation?
Mr. HOLMAN. I said we had no trouble.
Senator KERR. I know your company.
I congratulated your company on its attitude and its policies. But

I was thinking we must have the overall picture.
Mr. HOLMTAN. I think you must. All I am saying is that I would

certainly give it a try, Senator, rather than try to design a formula
now.

Senator KERR. Would you want to tell the committee that you have
a basis to assure the committee that the recommendations of the Cabi-
net Committee would likely be carried out in the absence of legislation?

Mr. HOLMAN. All I can do. Senator, is assure you that our com-
panies-

Senator KERR. I know that, Mr. Holman.
Mr. HOLMAN. That is all I can do. I couldn't assure you of any-

thing else.
Senator KERR. Then you would think that the committee would

have no basis upon which to feel that the recommendations would be
carried out without legislation?
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Mr. HOLIAN. If you think in our own case that we have, I don't
see why you don't have reason to think that the others would too.
That is your own judgment on the thing.

Senator KERR. I don't want to argue with you. We had a campaign
in Oklahoma last year for United States Senate and the nominee of
the other party went out to Denver to see the President. And the
President gave out a release or his press agent did that he had told
this nominee from Oklahoma that he knew of no reason why Oklahoma
shouldn't elect him but in a few days it became apparent that if he
knew of any reason why he should, he didn't state it.

You have told me that you know of no reason why the recommenda-
tion would not be carried out; I am asking you if you have any reason
that you can give this committee to suppose you would believe that
it will be carried out?

Mr. HOLMAN. The only reasons I can give is the behavior of our
own company and that is the policy we intend to follow as we have
in the past.

Senator KERR. That is your company.
Mr. HOLMAN. That is right.
Senator KERR. But other importers haven't followed that policy,

have they?
Mr. HOLMEAN. I would let them speak for themselves.
Senator KERR. You are familiar with it. You don't want to with-

hold any information that you have do you?
Mr. HOLMAN. I think the imports have been a little on the high side.
Senator KERR. Can you interpret for me this chart that is in your

statement here following page 11?
Mr. HOLMAN. Chart 1, 2, or 3?
Senator KERR. Chart 1. It gives the production by States, Texas,

California, Louisiana, Oklahoma, Kansas, Wyoming, and New Mexico,
which are not all of them.

Mr. HOLMAN. That's right.
Senator KERR. Do you have the figures of what the total production

of the domestic production was in 1951?
Mr. HOLMAN. Yes. We have all that.
Senator KERR. What was it in 1951?
Mr. HOLMAN. Yes, we have it here.
Senator KERR. Can you give it to me and put it in the record?
Mr. HOLMAN. Certainly. We will give it to you and put it in the

record.
Senator KERR. I want to bring out a point. I think that if every-

body had followed your policy we would not be bedeviled with the
problem that so sorely affects us today.

Another big refinery announced they were going to shut down in
Oklahoma this week, and the company announced that they were go-
ing to go to the east coast and build a new hundred million barrel re-
finery, which we know will be supplied with imported oil.

You have told me you know of no reason why other companies would
not follow the recommendation of the Cabinet Committee, but if you
know of any reason to justify you in believing that they will, you
haven't given that to the record and if you do think of it, you. will give
it to the record, won't you?

Mr. HOLMAN. I will, yes.
Mr. BURRILL. The figure was 6,346,000 barrels per day.
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Senator KERR. 6,346,000?
Mr. BuRniLL. Yes.
Senator KERR. I am talking about 1951.
Mr. BURRILL. This was 1954. The figure was 6,158,000 barrels per

day in 1951.
enator KERR. 6,158,000?

Mr. BURRILL. Yes.
Senator IEm. Does that present the total production?
Mr. HOLMAN. That's crude oil production in the United States.
Senator KERR. Domestic crude oil production in the United Statest
Mr. HOLMAN. That's right.
Senator KERR. 1951? Yes.
Mr. HOLMAN. 1952, 6,256,000 barrels daily.
Senator KERR. 1953?
Mr. HOLMAN. 6,458,000 barrels a day.
Senator KERR. 1954.
Mr. HOLMAN. 6,346,000.
Senator KERR. Do you have the figures showing the increase in con-

sumption in this country percentagewise as between 1951 and 1952?
Mr. HOLMAN. I could probably lay my hand on it here if you give

me a minute.
Senator KERR. It shows that it was less in 1953 than it was in 1952

and it was less in 1954 than it was in 1953, wasn't that your statement?
Mr. HOLMAN. This is what I said:
You may be interested in the figures on imports by our importing figures on

Standard Oil Co. and Esso Export Corp. In 1954 they decreased crude oil imports
5 percent from 1953 which in turn was 14 percent under 1952.

Their 1954 fuel oil imports were just slightly higher (3 percent) than in
1953, equal to 1952 and less than in 1950 or 1951.

Senator KERR. That was what I asked you that your group have
actually imported less oil each year than they did the year before for
a number of years overall?

Mr. HOLMAN. Generally that is true, but there have been slight
variations in the thing.

Senator KERR. You were going to give me the difference in con-
sumption.

Air. BURRILL. I have here the consumption, what we would call the
total demand of all petroleum in the United States.

In 1952 versus 1951, is that the ratio you want?
Senator KERR. Yes.
Mr. BURRILL. Do you want the barrels or percentage?
Senator KERR. Percentage.
Mr. BURRILL. It was 3.6 percent.
Senator KERR. 1952 was 3.6 percent?
Mr. BURRILL. Over 1951.
Senator KERR. Now 1953 was what with reference to 1952?
Mr. BURRmL. 1953 with reference to 1952 was 3.5.
Senator KERR. Plus 3.5.
1954 with reference to 1953?
Mr. BUmuLL. It was approximately 2 percent. I don't have the

figure here.
Senator KERR. Wasn't it a little more than with the 2 percent?
Mr. SWENSRUD. It was up just a wee bit. One percent up.

59884-55-pt. 2-28
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Senator MILLIKIN. Have you got what you want?
Senator KERR. I think I have-when they decide on 1954.
Mr. BURRILL. I will find it for you, Senator.
It is in here somewhere.
I have to chase down the figure. But it was small. It was an in.

crease. It was probably in the order of 1 percent.
Senator KERR. I would like to have you furnish that correctly be,

cause my information was there was an increase and that it was more
than 1 percent.

Mr. BRRrmL. It was in that order.
Senator JKERR. In view of the fact that the production in 1954 was

less than it was in 1953 in spite of the fact that the consumption was
higher, that means that imported products are getting a higher and
higher percentage of this domestic market, doesn't it?

Mr. HOLMAN. Imported products.
Senator KERR. Imported crude oil products are taking a higher and

higher percentage of our domestic market.
Mr. HOLMAN. Yes, I think it varies between crude and products.
Senator KERR. My question is with reference to the total and I

would be glad for you to give the other figure if you wanted to, but
my interest in it is whether or not-and my own information is that
it is, imports are taking a larger and larger percentage of the domestic
market.

Mr. HOLMAN. My impression is that that is true. I would like,
however, to point out there is a difference between crude and prod-
icts and we will work it up and give it to you.

Senator KERR. You will work it up and give it to us for the record.
Mr. HOLMAN. Yes, sir.
Senator KERR. Can you tell me approximately what-let's see in

order that the record may show what are the two principal sources
of imports.

What are the two principal foreign sources of imports?
Mr. ITOLMAN. I would say Venezuela and the Middle East.
Senator KERR. Any oil coming from what we call the Far East, or

do you refer to the general area around the Caspian Sea as the Middle
East?

Mr. HOLMAN. I refer to Iran, Iraq, Saudi Arabia, Kwwait and
those others.

Senator KERR. That is the Middle East?
Mr. HOLMAN. Yes. There might be minor importations from the

Far East but they would be minor.
Senator KERR. Can you tell me what part of the known world oil

reservations are in the Middle East percentagewise?
Mr. THom . N. I can't tell you offhand, they are very substantial.

They are a large proportion of the known proved reserves as they are
carried today.

They are very substantial.
I think we have those figures.
Senator KERR. Does the gentleman have that figure?
Mr. ILOLMArN. DO you have that figure on crude oil reservations?
Mir. BURRILL. I have a statement of an estimate from reserves from

published sources that I think I can give you.
Senator Kriua. I tlink it would be helpful to put it in the record if

you have it there.
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Mr. HOLMAN. If we have it we can put it in the record.
Senator KERR. I know.
Mr. BURRILL. May I give it to you later.
Senator KERR. That would be fine. I wonder if it would be in the

nature of 75 to 80 percent?
Mr. HOLMAN. It is a large figure in terms of total. Roughly, the

Middle East constitutes the bulk of the foreign reserves. The United
States proportion of the total reserves is somewhere around 20 to 25
percent and the only other large Western Hemisphere reserves are in
Venezuela so the large bulk of the reserves have to fall in the Middle
East.

That is free world I am talking about and not including Russia.
Senator KERR. That is right.
Mr. HOLMAN. It would be a large percentage.
Senator KERR. Do you know how many wells have been drilled in

the Middle East?
Mr. HOLMAN. I don't recall how many. We have a record of it.
Senator KERR. Do you know what the daily production there is?
Mr. HOLMAN. Yes, we have that too.
Senator KERR. What is the production daily?
Mr. HOLMAN. I think we can probably guess at that pretty close.

It would be well over about two million barrels per day. We can put
an estimate on that. We can put it in the record, I am sure.

Senator KERR. From how many wells?
Mr. HOLMAN. I would have to guess.
Senator KERR. I would appreciate if you could make a guess.
Mr. HOLMAN. Per-well yield there is very high.
Senator KERR. If the per-well yield in the neighborhood of 5,000

barrels a day or more.
Mr. HOLMAN. I would guess it would be somewhat less than that,

but I would want to check the figures to find out. I think we have
those figures and would be glad to furnish them to you.

Senator KERR. Will you furnish us the figures of the known reserves
of the free world represented in Venezuela?

Mr. HOLMAN. The number of wells and the daily production.
Senator KERR. Yes, sir.
Mr. HOLMAN. Generally speaking, what American companies oper-

ate or produce Middle Eastern oil?
Mr. HOLMAN. Our company, of course.
Senator KERR. New Jersey Standard?
Mr. HOLMAN. Yes.
Senator KERR. Socony Vacuum, New York Standard?
Mr. HOLMAN. Yes.
Senator KERR. Gulf.
Mr. HOLMAN. Yes.
Senator KERR. Texas?
Mr. HOLMAN. Yes.
Senator KERR. California Standard?
Mr. HOLMAN. Right.
Senator KERR. Is that the principal?
Mr. HOLMAN. There is some smaller production in Middle East.
Senator KERR. Those five companies would represent well over 95

percent of what American companies have there?
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Mr. HOLMAN. I would think so; yes.
Senator KERR. What foreign countries are in substantial position

there?
Mr. HOLMAN. The Shell. Anglo Iranian; the British changed

their name recently.
The name of the company is British Petroleum Co.
Senator KaR. Isn't that owned by the British Government?
Mr. HOLMAN. A very large percentage of it is. I have forgotten

the exact percentage.
Senator KERR. Is there any other foreign company that is in a sub-

stantial position?
Mr. HOLMAN. Compagnie Francaise, a French company, produces

oil there.
Senator KERR. To any considerable extent?
Mr. HOLMAN. They own 23 and a fraction percent interest in Iraq

Petroleum Co., which has a production of 7,000 barrels a day.
Senator KERR. Who are the other owners of Iraq?
Mr. HOLMAN. The Jersey Co., the Socony, the Shell, the British

Petroleum; and then there was a small interest owned by Mr. Gul-
benkian.

Senator KERR. What percentage?
Mr. HOLMAN. 5 percent.
Senator KEm. is it the same situation generally in Venezuela?
Mr. HOLMAN. About the number of companies producing.
Senator KERR. Yes.
Mr. HOLMAN. I think there are a good many more American com-

panies producing in Venezuela than there are in the Middle East.
I would say there were probably twice as many American companies
as a guess.

Senator KERR. Percentagewise. what part of the Venezuela pro-
duction would you say is owned by Jersey, Gulf, Texas, California,
New York Standard, Shell?

Mr. HOLMAN. A good proportion of it. Those figures are readily
available. Rather than to guess at it.

Senator KERR. You can put those figures in the record.
Mr. HOLMAN. Sure.
Senator KERR. Would it be fair to say that the companies we have

named here not to exceed 8 control 75 percent of the known reserves
of the free world?

Mr. HOLMAN. They certainly own a very substantial part of it.
Whether it would be 75 percent-

Senator KERR. Is it possible that they own as much as 90 percent
including their ownership in this country?

Mr. HOLMAN. I would rather look at the figures and give you an
accurate figure as near as the estimates are.

Senator KERR. Will you do that?
Mr. HOLMAN. Sure.
Senator KERR. You said you would put in the record how many

wells there are in the Middle East and how much they produce.
Would you also put in there your estimate of what the costs are to

drill those wells per well. That information is available, isn't it?
Mr. HOLMiAN. As far as I am concerned, if it is available to us.
Seivt or K]1RR. Would you put that in That is a matter of pub-

lished information in your reports, isn't it ?
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Mr. HOLMVAN. I don't think it is.
Senator KERR. You mean our American comapany's operations

costs are not a matter of public record.
Mr. HOLMAN. If it is a matter of public record what the wells cost,

I would put it in the record.
Senator KERRn. If it isn't, would you make a reasonable estimate, an

estimate?
Mr. HOLINAN. iL would have to ask whether they would be willing

to do it or not. I am sure they would.
Senator KERR. Their costs would be similar to yours?
Mr. IJOLMAN. All our interests in the Middle East are owned jointly

with other companies. We own an interest in ARAMCO.
Senator KERR. I thought so. That is why I was surprised that you

said you would have to get somebody's permission to give me that
information.

Mr. HOLM AN. After all I don't run ARAMCO. I don't tell
ARAMCO what to do. Other people have a say in that too.

Senator KERR. I don't want a thing in the world that isn't a matter
of available record.

Mr. HOLMAN. Public record. If it is a public record I will be glad
to put it in the record. If it is not as far as I am concerned I would
be willing to let you have the information if it would be of help to
you.

Senator KERR. It would be a help to us.
Would you also put in the record or do you know approximately

how many wells there are in the United States.
Mr. HOLMAN. Yes, we have estimates of that.
Senator KERR. And the average daily production.
That would be a matter of mathematical calculation?
Mr. HOLMAN. That is right.
Senator KERR. And also the difference in cost between the drilling

of a well here and there to a comparable depth.
Mr. HOLMAN. All I could do is put in the record on that particular

thing what the costs are to us. Others would be merely estimates.
Senator KERR. I know that would be a good example. I know from

my own experience what the costs are, but this will have more dignity
and more influence in this record if it is in there as a result of your
estimate of costs than it would if it were mine.

How far are the Middle East oil reserves from Russia?
Mr. HOLMAN. They are varying distances of course. The Iraq

and Iran oils are the closest to the Russian world.
Senator KERi. I have been told then it takes about 40 minutes to fly

the distance in a DC-3 airplane.
Mr. HOLMAN. Let's see. I think it would be a little further than

that. They are not very far. As far as Iran and Iraq is concerned
and you have Arabia, that's further.

Senator KERR. It is less than 200 miles further, not over a hundred
miles from the Caspian Sea.

Mr. HOLMAN. I have flown over it, it is a little further. Pretty
close.

Senator KF:Rt. How much further?
Mr. HOLMAN. I would have to refresh my memory by looking at

the map to tell you. I am not trying-
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Senator KERR. I am not trying to catch you. I know you want us
to have all the information we want.

Mr. HOLMAN. That is right. I will tell you in general that Iran
and Iraq fields are very close to the Russian border. I don't know
in terms of how a DC-3 would fly.

Senator KERR. It would not take a modern jet bomber 15 minutes
to make the distance would it?

Mr. HOLMAN. Going faster than sound, they could cover it pretty
quick, no question about that.

Senator KERR. I noticed in here thatyou made the statement on page
11 if you will recall, if United States congress were to adopt legisla-
tion against oil imports it would reduce the dollar earnings of other
countries and thus reduce export markets for American farmers and
factories, what is the value of the crude oil which your companies
import from Venezuela to the United States?

Mr. HOLMAN. I don't recall exactly what it is but I think we have
made some estimates and I think it is in previous testimony.

Senator KERR. I think they are too. I wanted to get it in here.
Mr. HOLMAN. As I recall in case of Venezuela.
Senator KERR. I have it here before me taking from your report that

is made public. I just want to get it into the record.
Mr. HOLMAN. Whatever it is there.
Senator KERR. I would rather have you.
Mr. HOLMAN. It is in the record already actually as far as Venezuela

is concerned, the place, the balance of trade between them, it is
when we testified before on H. R. 1.

Senator KERR. How does it increase the purchases from American
farms and factories?

Mr. HOLMAN. Venezuela buys a tremendous amount of goods from
here. Six hundred million dollars is the figure, if I recall it right,
that they buy-well to us we pay in dollars for it, then in turn they
buy goods from us or at least people in Venezuela do including our-
selves.

Senator KERR. I am not talking about what you buy. Doesn't Vene-
zuela buy anywhere else but from us?

Mr. HOLMAN. They do some.
Senator KERR. What part of the oil you ship in here belongs to

Venezuela?
Mr. HOLMAN. The Creole Petroleum Co. operates in Venezuela.

Their exports are from Venezuela and in their trade account it is
considered an export from Venezuela.

Senator KEm. Doesn't Venezuela have a royalty interest?
Mr. HOLMAN. We buy the oil from them.
Senator KERR. You buy the oil from them?
Mr. HOLMAN. In our case we do.
Senator KERR. How do you pay them for it?
Mr. HOLMAN. We pay them for it in dollars.
Senator KERR. Altogether?
Mr. HOLMAN. Yes.
As far as I know all our payments to Venezuelan Government are

in dollars.
Senator KERR. You don't pay them any sterling or any other foreign

currency?
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Mr. HOLMAN. No. in Venezuela we don't do that. I am sure all
of our settlements are made in dollars, isn't that right?

Mr. BURRILL. We make the payment in bolivars but we bring dollars
to the central bank to buy the bolivars.

Senator KERR. So in settling your accounts with Venezuela you have
never settled with them in any other currency than American cur-
rency?

Mr. HOLMAN. That is right.
Senator KERR. What part of the overall production of Standard of

New Jersey is, that is marketed in the United States, is brought in
from foreign countries?

Mr. HOLMAN. Again I would have to check that to give you that
figure. As far as that is concerned, our imports are a public record.

Senator KERR. I know that.
Mr. HOLMAN. What we sell here of course in volume is a public

record so I will be glad to put that in the record for you, but I don't

know what it is.
Senator KERR. I have a compilation here which was taken from

Judge's report of 1953, 47 percent of your refinery runs within the
United States, 52 percent out of the United States.

Mr. HOLMAN. That is right if that is in our report.
Senator KERR. That 16 percent of your reserves are in the United

States, that 84 percent of them are out of the United States?
Your net production in the United States was 414 million barrels

and in Venezuela and the Middle East and Far East was 827 million
barrels. In other words, that two-thirds of the production is outside
the United States but that approximately 50 percent of the refinery
capacity is in the United States?

Mr. HOLMAN. Yes.
Senator KERR. And what I was trying to get to there was the per-

centage of products which you market in the United States which are
made from imported oil?

Mr. HOLMAN. Actually our imports of crude oil as brought out
here is around 70,000 or 80,000 barrels a day as I recall. The rest
of it is outside of that particular crude oil, all of it is manufactured
from domestic crude. We do bring in residual crude oil from outside
of course.

Senator KERR. As to what degree?
Mr. HOLMAN. As to the amount we sell here in the United States.
Senator KERR. Yes.
Mr. HOLMAN. I don't recall the figures.
Senator KERR. A hundred thousand barrels a day?
Mr. HOLMAN. Residual fuel oil, what is that?
Mr. BURRILL. 150,000.
Senator KERR. Barrels a day?
Mr. BURRILL. Yes.
Senator KERR. Do those figures include the amount of foreign oil

which you sell to other refineries in the United States?

Mr. BuRRmnL. But this is just what we bring in ourselves.
Senator KERR. What is the depletion factor on the oil you import

worth to you in dollars and cents?
Mr. HOLMAN. It varies from country to country, Senator, actually

in working out 50-50 in the case of Venezuela it does not enter into the
thing too much, does it, Cecil?
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Mr. BURRILL. It affects the tax calculation.
It is really a complicated question I think, Senator, and needs some

working out.
Senator KERR. Could you work that out ?
Mr. B RRILL. That is the value to Jersey of the depletion.

Senator KERR. Allowance.
Mr. BURRILL. Of oil production or imports.
Senator KERR. Imported oil?
Mr. BURRILL. Imported oil.
Senator KERR. Yes. In dollars I believe, in dollars and cents. I

believe that is all I have, Mr. Chairman. I want to express my deep

appreciation to Mr. Holman for his patience with me and helpfulness.
Mr. HOLMAN. Thank you very much for your patience with me.

Senator MILLIKIN. We are very grateful to you, Mr. Holman, I
imagine we will meet again at 2: 30.

(The charts referred to in Mr. Holman's testimony follow:)

OIL STATES AND THEIR PRODUCTION
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(The following letter was subsequently received for the record:)

MARCH 24, 1955.
Senator HARRY F. BYRD,

Senate Office Building, Washington, D. C.
My DEAR SENATOR BYRD: During the presentation of my testimony before the

Senate Finance Committee on March 11, 1955, Senator Kerr asked for certain
data which I was unable to give him at the time. To the extent that we have
been able to obtain the answers to those questions, the information requested is
presented herewith.

1. Latest revised figures for crude oil production in the United States are as
follows:
Years: BID

1950 -------------------------------------------------------- 5,407,000
1951 -------------------------------------------------------- 6, 158,000
1952 ----------------------------------------------- 6,256,000
1953 -------------------------------.---------------------- 6, 458, 000
1954 -------------------------------------------------------- 6,346,000

2. The latest revised Bureau of Mines' figures for total demand for crude oil
and products in the United States (domestic and export demand) show the
following percentage increases. These percentages are calculated on a daily
average basis:
Year: Percent

1952 over 1951 -------------------------------------------------- -3.3
1953 over 1952 ----------------------------------------- 3.8
1954 over 1953 ------------------------------------------ 1.3

3. Imports of petroleum as percentages of United States total demand for
crude oil and products are tabulated below:

Percent imports of United States domestic and export demand

Year Crude oil Products Total imports

1950 O...... ................... ......... ....................... 7.2 5.3 12.5
1951 6.6 4.7 11.3
1952------------------ 7.4 4.9 12.3
1953 -............ ................ ... ..... ...... ....... 8.1 4.8 12 9
1954 ----------------------------------------- - - - - - - - - ------- 8.1 4.9 13.0

4. Total proved crude-oil reserves as of January 1, 1954, in the United States,
Venezuela, the Middle East, and the balance of the free world are shown below,
as well as the percentages owned by American companies. These data were
obtained from World Oil.

Millions of barrels United Vene- Middle Balance Total
States zuela East free free

foreign world

Proved reserves ------------------------------------- 28,945 10,138 81,125 7,831 128,039
Percentage of total ----------------------------------- 22.6 7.9 63.4 6.1 100.0American owned ............................................ 7,604 44,998 2,948 84,495Percentage owned by American companies .......... -......... 75.0 55.5 37.7 66.0

5. The number of wells, the daily average production, and the average pro-
duction per well in the year 1953 as reported by World Oil on August 15, 1954, is
shown below for the United States, Venezuela, and the Middle East.
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Number of 1,000 barrels Daily aver.
producing daily aver- age produe.

wells at year age produc- tion per
end tion well

United States ----------------------------------------------- 501, 859 6,466 1)
Venezuela -------------------------------------------------- 11,684 1,765 151
M iddle E ast -------------------------------------------------- 503 2,426 4,822

We have not found any published data on the cost of drilling wells and, be-

cause such costs vary widely depending on a number of factors, any attempt

to estimate the cost of drilling a typical well in the United States, Venezuela, and

the Middle East would be extremely hazardous. The larger production per well

in Venezuela and the Middle East than in the United States is accounted for,

in good measure, by the fact that foreign acreage is held in much larger single

blocks than domestic acreage; thus enabling full development with fewer wells.

Further, neither the cost of drilling nor the production per well are valuable

indicators of total or unit cost or of net profit. For example, American cor-

porations producing crude oil abroad bave many costs, such as the construction

and maintenance of entire communities, including public utilities, hospitals,
schools, etc., not usually incurred in domestic operations. In this connection,

and lest the large per well production in the Middle East give the impression

that that oil is cheap, your attention is directed to the generally known fact that

Arabian American Oil Co., an outstanding Middle East producer, had a net

profit from crude oil operations, after all charges and taxes, of less than $0.70

per barrel in 1952 and 1953. We have taken data from the annual reports of

six large oil companies in the United States who confine their activities to crude-

oil production, and whose operations are therefore comparable to those of

Aramco. Calculations from these data show the net profits of these 6 com-

panies, after all charges and taxes, averaged $0.74 per barrel in 1952 and $0.82
per barrel in 1953.

6. The distances from producing areas in the Middle East to the Russian border
are approximately as follows:

Air distance
Producing area in- (miles)

Iran ------------------------------ 525
Iraq ---------------- 225
Kuwait --------------- 65
Neutral Zone ------------- 700
Saudi Arabia ---------------.. 880
Bahrein ---------------- -- ------- 850
Qatar. -- - - 900

You will note that the main producing area in Iraq (Kirkuk Field) is closest
to the Russian border and is less than half the distance between London and
East Germany (575 miles). The general area of Qatar, Bahrein, and Saudi
Arabia is farthest from Russia and is almost double the distance between Lon-
don and East Germany.

7. United States imports by affiliates of Standard Oil Co. (New Jersey) in re-
lation to sales made by affiliates in the United States are tabulated below:

1,000 barrels daily Percent im-
ports of

Product sales Imports product sal

C rude oil . . . . . . . . . . . . . . . . . . 3
Resdudel ---------------------------------- ------- -M 3----------- R esidual fuel .... .. .. .. ..-... .. . . .. .. .. .. .. 262.6 145.4 ... ... . . 4

Other products . .--- --- - 6614 2 4

Total 923.9 231.5 2&1

8. The value of crude oil imports from Venezuela by Standard Oil Co. (New
Jersey) affiliates in 1953 was $56,500,000 The total value of crude oil and
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products imported into the United States from Venezuela in 1953 as reported
by the U. N. commodity trade statistics was $363,071,000.

9. It is impossible to give any worthwhile figure in response to Senator Kerr's
question as to what the depletion allowance is "worth to you [i. e., affiliates of
Standard Oil Co. (New Jersey) which produce crude oil abroad] in dollars and
cents." Under existing United States income-tax laws, American corporations
engaged in producing crude oil, whether at home or abroad, are allowed a per-
centage depletion deduction. Other provisions of that law designed to stimulate
foreign investment (e. g., corporations having Western Hemisphere status) and
to prevent double taxation (e. g., the foreign tax credit) reduce the United States
tax liability of American corporations engaged in foreign operations. The re-
sult of these latter provisions is that the depletion allowance is "worth" (as
Senator Kerr put the question) less in terms of reduced United States tax lia-
bility of American corporations producing crude oil abroad than it is to those
engaged in producing crude oil in this country. This alleged "worth" to Amer-
ican corporations producing crude oil abroad varies according to, among other
things, the amount and type of royalty paid, the local tax rate, and the profit-
ability of the operation. Under some variations there would be no United States
tax liability whether or not depletion is allowed, while under others the dis-
allowance of depletion could result in some United States tax liability.

Respectfully,
EUGENE HOLMAN.

(Whereupon a recess was taken until 2: 30 p. i. of the same day.)

AFTERNOON SESSION

Senator CARLSON. The committee will please come to ordeal.
Now, I wish to state that there are a number of witnesses here,

and if there are any that have statements that they care to file, if it
is so that they cannot stay until the end of the afternoon or evening at
which time we conclude all the witnesses, we will be glad to get the
printed statements and they will be made a part of the record.

(The statements are as follows:)

STATEMENT OF S. RALPH LAZRUS, PRESIDENT OF THE AMERICAN
WATCH ASSOCIATION, INC.

Mr. LAZRUS. In order to conserve the time of the committee I shall
be pleased to submit my statement for the record in lieu of reading
it this afternoon.

The CHAIRMAN. Thank you, Mr. Lazrus. The committee is pleased
to receive your views and your statement will be printed in the record
at this point.

(The statement referred to follows:)
Mr. Chairman, gentlemen, my name is S. Ralph Lazrus. I am

president of the American Watch Association. Its 70 members are
all American businessmen who import jeweled-lever watch movements
from Switzerland and assemble them in American-made cases and
attachments, and distribute and merchandise them through 32,000 re-
tail jewelry stores in this country.

I understand, Mr. Chairman, that this committee will receive a
summary of the testimony which I have given, and which other repre-
sentatives of the watch importer-assembler industry presented before
the House Ways and Means Committee. Therefore, my statement
today will not discuss the broad benefits to both the Swiss and United
States economies which have resulted from the reciprocal-trade pro-
gram, nor will it repeat the testimony concerning the most unfortu-
nate reactions which have resulted from the series of recent moves
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which have been unilaterally undertaken by our Government to curtail
Swiss watch imports.

Your committee is being urged to give favorable consideration to
amendments to 11. R. 1, by which many United States industries
would be able to obtain higher tariff protection on grounds that they
manufacture certain products essential for defense. The membs
of your committee are undoubtedly aware of the fact that the four
companies which make up the jeweled-lever watch division of the
United States timing industry have already sought and received a
great measure of protection on civilian watches because it was believed
that such action would enlarge their capacity to make military prod-
ucts, most of which are not watches.

It is my intention to devote my remarks today to this subject: Is it
wise or proper for this Nation to restrict international trade on the
pretext that such restrictions are needed to aid industries which pro-
claim themselves essential for national defense?

As you gentlemen know, last year the Office of Defense Mobiliza-
tion issued a report which found that the skills of the four domestic
manufacturers of jeweled watches were essential to national security.
Subsequently, within the past 8 months, various departments and
agencies of the Government have taken a series of drastic actions
against watch importers, and it appears that still further moves are
contemplated.

The United States Government has intervened in the normal com-
mercial relations of the United States watch industry. In effect the
Government has become the partner of the 4 domestic jeweled-lever
companies in their competitive battle against the 400 American com-
panies who import and assemble watches. In behalf of the 4 domestic
companies, and to the complete disadvantage of the 400 companies
whose many thousands of employees possess great precision skills and
have outstanding records of defense production, our Government has,
in effect, said to the importers and assemblers: "You must cut down
your sales. Under no circumstances will we permit you to expand,
regardless of consumer preference for your product. National de-
fense requires that we shift sales of your civilian products away from
you and to your competitors."

How many American businesses could possibly operate in the face
of such a Government attitude?

How is it possible to maintain morale in an industry when it is
realized that as soon as we better our product, intensify our sales and
merchandising programs, or try to improve our market condition in
any manner whatsoever, the United States Government will move in
to counter and nullify our efforts by tariff increases and other ad-
ministrative actions, all taken in the name of national defense.

Is this the American way? Can this unprecedented type of inter-
vention be reconciled with our traditions of free enterprise, lawful
competition, freedom from Government interference and control, or
our promises to the world that we would encourage and stimulate
international trade?

So far as the American watchmakers and assemblers are concerned,
our Government seems to have abandoned all of these cherished guar-
anty and promises as soon as a few of our competitors began to shout
that they considered themselves essential to national defense.
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*Now, I want to make it quite clear that we are just as concerned as
any other group of citizens with the need for maintaining national se-
curity. But it is our contention that the protectionist actions taken
by the Government in connection with the watch industry are unwise
and improper, will weaken both the American economy and those of
other friendly nations; and will actually be detrimental to the secu-
rity of the United States and the free world.

Time will not permit me to go into these matters in detail. How-
ever, I am submitting to the committee a revealing analysis of the
ODM report on the watch industry and subsequent Government ac-
tions, which I would appreciate having incorporated as part of my
statement.

There axe three major points which I would like to make very
briefly today:

(1) The so-called essentiality to national defense of the four domes-
tic watch producers has been greatly exaggerated.

It should be clearly understood that the ODM report, which found
that the domestic watch producers were essential to national security,
was not based upon Defense Department conclusions, but upon a highly
questionable study by the Commerce Department which stated that
there would be a serious civilian shortage of jeweled watches in event
of all-out mobilization.

As a matter of fact, a comprehensive study by the Defense Depart-
ment, which was submitted to ODM last year, reached quite opposite
conclusions. This is what the Defense Department stated, according
to the ODM report (p. 20) :

The Department of Defense has found that military requirements for jeweled
timepieces are relatively small and that these requirements could be stockpiled
if it appeared that the capacity of the industry were to be lost. It regards the
facilities of the industry as highly desirable capacity for the manufacture of
other military items but believes that all items other than jeweled movements
would be procurable from suppliers outside the jeweled watch industry.

In other words, so far as military production is concerned, the De-
fense Department concluded that while it would be desirable to have
the facilities of the domestic watchmakers available--just as it would
be desired to have virtually any manufacturing establishment where
there are skilled workers-the watch manufacturers are not uniquely
vital to the military procurement program since the ordnance items
they produce can be obtained from many other plants, or can easily
be stockpiled.

The truth is that from the standpoint of defense production, the
four jeweled watch manufacturers possess few skills that are not found
in other branches of the watch industry where employment is many
times that of the four jeweled producers. Assistant Secretary of
Defense Thomas Pike testified before the Senate Armed Services
Committee last year that:

It is * * * from a Defense Department standpoint nearly impossible to arrive
at a determination that any one part of the horological industry is more essential
for defense than any other part.

So far as the importer-assembled segment of the horological indus-
try is concerned, I can state emphatically that this is true. Benrus
Watch Co., for example, had an outstanding record of defense pro-
duction during World War II and the Korean emergency, manufac-
turing the same types of precision ordnance items as the four domestic
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jeweled watch manufacturers, in at least equal quality and quantity.
list of the defense items we produced is attached as exhibit I to tb,

statement. I
It hardly makes sense for the Government to try to aid the foeur

domestic producers through techniques which injure the equally
skilled workers employed by the importer-assembler companies. Yet
this is precisely what has been done during the past 8 months.

(2) If it is deemed important, from the standpoint of national
defense, to protect skilled watchmakers-or any other group of Ami.
can workers-this should be done through direct assistance rather than
indirectly by curtailing imports. .1

It is our contention that imposition of barriers to trade are neithw
an effective nor a proper method of aiding a domestic industry whose
skills are deemed essential to a defense. There is no question that
higher tariffs on watches have curtailed imports, have engendered the
deepest resentments against the United States in Switzerland, have
antagonized many of our friends in other trading nations, and have
forced 160 million Americans to pay higher prices. But they hare
proved quite ineffective in stimulating demand for watches produced
by the domestic manufacturers.

Exhibit II, attached, presents figures showing imports of watches
and watch movements during the last 4 months of 1954, following im-
position of higher tariffs. It will be seen that the total number of
imported watches decreased by 31.8 percent, compared with the same
period of 1953; dollar value of these watches dropped by 33.8 percent.
For the better quality 17 jeweled-lever imported movements, where
the tariff hike was greatest, the decrease in imported movements
amounted to 38.2 percent. This is the only category that directly com-
petes with the four domestic jeweled-lever watch companies.

At the same time, however, watch sales of the domestic producers
did not increase to take up the slack, although their total sales and
profits continued to mount. In fact, on January 13, 1955, ODM Di-
rector Arthur Flemming announced creation of a new Advisory Com-
mittee on the Watch Industry to see what further steps the Oovern-
ment should take to aid the domestic producers in view of their drop-
off in sales. As might have been anticipated, the higher prices ne-
cessitated by increased tariffs have resulted in a shrinkage of the
total market and lower sales by all companies.

The difficulties of the four domestic manufacturers in selling
watches stein from several basic causes: (a) Manufacturing inefi-
ciency; (b) antiquated designs; and (c) nonimaginative merchan-
dising techniques. None of these basic ills can be cured by imposition
of higher tariffs.

It is difficult to believe that the much discussed Office of Defense
Mobilization report does not deal with these problems. In support
of this statement, I now read from the ODM report (p. 24) :

In examining proposals for maintaining watch production, the committee iR
many cases did not have sufficient information on the profit conditions of the
industry, price and selling practices, adequacy of modernization programs, ad
possible results of specific actions on sales of domestically produced watches in
relation to imported watches to provide definitive conclusions or to recomme 1

specific courses of action to be taken.

In effect, what this says is that the committee was not supplied
with information which could lead to recommendations for improved
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efficiency and production in the domestic watch industry. Nonethe-
less, on the basis of the ODM report, the administration immediately
instituted a series of far-reaching actions aimed at curtailing Swiss
watch imports.

If the Government is really interested in helping the domestic
firms, and wants to keep them most available to meet defense-
production requirements, it should aid them through direct methods-
such as assisting their engineering and design capabilities, encour-
aging establishment of watchmaking schools such as are maintained
throughout Switzerland, giving them priorities on defense contracts
which require precision production, allowing tax benefits for im-
proved facilities, and so forth. These types of aid might encourage
United States producers to modernize their operations to the point
that they will be able to compete effectively with the Swiss.

However, by attacking imports, the Government is only temporarily
assuring the domestic manufacturers healthy profits for their present
relatively inefficient operations. There is no doubt. that these pro-
tectionist moves are seriously disrupting competitive relationships
within the American watch industry, but they are certainly not aiding
the efficiency or the technical abilty of these firins to engage in defense
production.

(3) My final point is that protectionist actions taken in the guise
of national defense will open the floodgates to higher tariffs for a
large segment of the American productive economy, and will under-
mine the reciprocal trade program.

The use of the escape clause to raise watch tariffs last July repre-
sented the first action of this kind affecting a major item in a trade
agreement in the 21-year history of the reciprocal trade program.
But now that the administration has yielded to the questionable
defense argument in the watch industry, it is being beseiged to take
similar actions in scores of other pending cases.

Not only are such basic industries as coal and chemicals pleading
for tariff relief on grounds of defense essentiality, but so also are
producers of items such as scissors and pencils. And, of course, there
is an element of truth in all of these pleadings. In time of all-out
war our country needs the services of all of its citizen." and all of its
industries. Indeed, in this sense, every industry would be-or should
be-serving a useful and important role in time of total mobilization.

Thus, too hasty acceptance of the defense argument will inevitably
result in the spread of protectionism throughout the economy. Ex-
hibit III, which reproduces a recent advertisement sponsored by the
Committee on Foreign Trade Education, Inc., spells out this inevitable
trap into which we are falling more completely than I can in this
limited presentation.

Needless to say, however, increases in tariffs by the United States
on grounds of national defense would quickly be followed by a rush
toward self-sufficiency by other friendly nations, frustrated in their
efforts to trade with us. Indeed, it would promptly lead to a com-
plete undermining of United States efforts to strengthen the economies
and defenses of the free world through increased multilateral trade.

Mr. Chairman, in conclusion, may I state that we in the watch
importer-assembler industry support H. R. 1, but we are genuinely
concerned with the fact that its purposes can be frustrated by unwise

59884-55-pt. 2- 29
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or unsympathetic administration. We hope that in addition to
passing this legislation Congress will keep a close eye on its admin.
istration to make certain that it actually results not in a contraction,
but in an expansion of world trade.

EXHIBIT I

DEFENSE SHIPMENTS BY BENRUS DURING WORLD WAR II

Summary

For year ended June 30, 1941 (12 months) --------------------------- $96, 64&41
For period ended July 31, 1942 (13 months) --------------------------- 895,332.45
For year ended July 31 1943 (12 months) ---------------------------- 2, 404,637.67
For year ended .July 31, 1944 (12 months) --------------------------- 4, 007, 781.88
For year ended July 31, 1945 (12 months) ---------------------------- 6, 814, 224.80

Total dollar volume ........ ------------------------------------ 14,218, 620.24

Detailed analysts

YEAR ENDED JUNE 30, 1941, $96,643.41
Parts End use

Gear No. 1 ------------------------------ 3t
Centrilugal gears ........
Escapement arbors ----------------------
Fii li g aiin w eight ----------------------
Escapement pinion ......
Pinio-n No. 1
Pinion No. 2
Pinion No. 3
Pinion No. 5
Timing disk retainer .......
Pinons -------------------------------- Br
B F\ striker ---------------------------
BFM setback pin

-43 fuze.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.

itish fuze.
Do.
Do.

THIRTEEN MONTHS ENDED JULY 31, 1942, $895,332.48
Parts

Rotor assembly
P allet arbors ---------------------------
Center pivots ...........
Escape lin on ...........
3d pinion ..................
4th pinion
Setback pins ---------------------------
Timing disk retainer ..........
Gear No. 1
Adjusting screws ..........
Centrifugal sbaft ............
Escapement arbors ............
Pinion No. 1
Pinion N o. 2 ----------------------------
Pinion No. 3
Firing pins ...............
Gear No. 5 .......
Pinion No. 5.
Centrifugal gear
Escapement arbor blanks-
Safety lever weights --------------------
Firing aim weight
linion No. 1 blanks
Pinion No. 2 blanks
Pinion No. 3 blanks
Pinion No. 5 blanks .....
Bridge locating pin ----------------------
Pivot screw s ................
Pivot
Setback pins ..........
Hlande taff ..........
Stainless steel hex nuts
Pinion shaft
Valve limiler and Insert assembly ---------
F iring pins -------------------------
Escapement pinions -----------------
Timing disk retainers -------------------

End use

40-millimeter Bofors antiaircraft fuze.
British fuze.

Do.
Do.
Do.
Do.

M52 B1 fuze.
M43 mechanical time fuze.

Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.
Do.

Aircraft.
Do.

Navy.
152 BI fuze.
Aircraft.

Do.
British fuze.
Oxygen masks.
40-millimeter Bofors antiaircraft hum
5143 mechanical time fuze.

Do.
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YEAR ENDED JULY 31, 1943, $2,404.637.67

Parts End use

Rotor assembly -------------------------- 40-millimeter Bofors antiaircraft fuze.
Pallet arbors ---------------------------- British luze.
Center pivots --------------------------- Do.
Escape pinion --------------------------- Do.
3d pinion ------------------------------- Do.
4th pinion ------------------------------ Do.
Setback pins ---------------------------- M52 B1 fuze.
Timing disk retainer--------------------- M43 mechanical time fuze
Gear No. 1 ------------------------------ Do.
Adjusting screws ------------------------ Do.
Centrifugal shaft ------------------------ Do.
Escapement arbors ----------------------- Do.
Pinion No. 1 ---------------------------- Do.
Pinion No. 2 ---------------------------- Do.
Pinion No. 3 ---------------------------- Do.
Firing plans ----------------------------- Do.
Gear No. 5 ----------------------------- Do.
Pinion No. 5 ---------------------------- Do.
Centrifugal gear ------------------------- Do.
Escapement arbor blanks ----------------- Do.
Safety lever weights ---------------------- Do.
Firing arm weight ----------------------- Do.
Pinion No. 1 blanks ---------------------- Do.
Pinion No. 2 blanks- - - Do.
Pinion No. 3 blanks --------------------- I),.
Pinion No. 5 blanks --------------------- Do.
Bridge locating pin Aircraft.
Pivot screw s --------------------------- D o.
Pivot ----------------------------------- Navy.
Setback pins ---------------------------- 1152 B1 frze.
Handstaff ------------------------------- Aircraft.
Stainless steel hex nuts ------------------ Do.
Pinion shaft ----------------------------- British fuze.
Valve holder and insert assembly ----------- Ox)gn masks.
Firing pins ----------------------------- 40-millimeter Bofors antiaircraft fuze.
Escapement plnhons ------------------- - -143 -.echanical time fuze.
Timing disk retainers -------------------- Do.
Cocking pin screws Do.
Cocking pin studs ----------------------- Do.
Nickel nuts ----------------------------- Do.

Parts
Fork joint blanks ......
Bronze valves -- -- ---------------------
PBl0815 pinion-----------
PB10816 pinion .........
Segment and arbor assembly
Brass tapered pins....
Hairspring anchor posts -----------------
Armature shafts .... ....................
Armature nuts.........
Ferrules ..............................
Retainers..............................
Elevating pinion .......................
Fork joints .............
Chobert rivets ..........................
Gears ................................
R ods - - - - - - - - - - - -
P in s ----------------------------------
S h a fts -- ------------------ ----- --------
Spacers .....
Handles ......
Heart cam screw ---------------- -
.\dapter nipples -----------------------
Collars -..
Pivot bearing assemblies -----------------
Stacking swivel screw ........
Rear sight slide cap
Cutoff screw_-
Elevating pinion ...........
Upper band screw .....
Front guard screw ........
Rtar sight windage screw ................
P inion N o. 1 ---------------------------
P inion N o. 2 ----------------------------
Pinion N o. 3 ---------------------------

End use

Aircraft.
Do.
Do.
DIo.
Do.
Do.
Do.

Field telephone.
Do.

Aircraft.
Do.

Army.
Aircraft.

Do.
Army Signal Corps.

Do.
Do.
Do.
Do.
Do.
I)o

Army Air Force.
Do

Navy.
Army, 1130 rifle.

Do
Do.
Do.
Do.
Do.
Do.

Mlll fuze.
Do.
Do.
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YEAR ENDED JULY 31, 1944, $4,007,781.88

Parts

M129 mechanical time fuze ------------
Rotor assembly

Firing pins .....
Pivots and bearings -------------------
Contact sockets ----- -.-------- -------
W-58 escapement arbors........
1053X retainers -------------------------
Pinions and escape pinions -------------
Rivets--
Ferrules -------------------------------
G ea rs ----------------- ------------------
N ickel nuts ............................
Armature nuts and shafts -------------
Rear sight windage screws and cut-off

screw.
Contact pins ....
Segment gears -..
Rotor blanks --. -
W-120-2 centrifugal gears .
Gear pinion assembly -------- ---------
1st w heel ------------- - - -- ----------
Escape wheel shafts
Pivots-_
F ork joints .... ............ -........ .
W-68-2 pinion No. 2 --
W-70-2 pinion No. 3 -
1st pinion _ --
G ear N o . 5 . ........................ ...
P in ion N o. 5 . ............ .............
Safety lever weights ......... . . .....
Firing arm w eight ............. ........
Pinion N o. 1 blanks ................... .
Elevating pinion -......
U pper bank screw ....................
Front guard screw_
Pinion No. 1 --------------------------

End use

M 129 fuze . ............ ...........
40-millimeter Bofors antiaircraft

fuze.
_d o -------- --- - -- ------------

Sperry gunfight _ -- --
Field telephones ...--- --
M 43 fu ze ----------------------------

Mill fuze and M43 fuze -----------
A ircraft .. ................... ------
----- do . - - - -
MIll and M43 fuze ---------------

M30 rifle - --

Field telephones-
Airspeed indicators --------------
40-millimeter fuze _
M 43 fu ze - ---------------------------
M 129 fuze ------ - ----------------
-----d o ----- ------------- ......

do_

Sperry gunsight ---------------------
Aircraft --
M43 fuze. -- --

_ do - --
M129 fuze .. .-- --
M43 mechanical time fuze -.
.. .. d o .....
----- d o _ - -_
----- d o -....
__ do _
Army, M30 rifle ...................
----- d o ... . -

do __-
M lll fuze .............

YEAR ENDED JULY 31, 1945, $6,814,224 80

M129 mechanical time fuze -------------
Rotor assembly --
Firing pins
Pivots and bearings-
W-58 escapement arbors ----------------
Pinions and escape pinions -.--------
Rear sight wimdage screws and cutoff

screw.
C ontact pins ............... --- -------
Segment gears
Rotor blanks -
W-120-2 centrifugal gears ---------------
Gear pinion assembly-
lst w h eel ------------------------------
Escape wheel shafts ---------------------
P iv o ts ------------------ ----------------
Fork joints -----------------------------
W -68-2 pinion N o. 2 --------------------
W -70-2 pinion No. 3 --------------------
1st p in ion -------------------------------
Gear No. 5 ----------------------------
Pinion No. 5 --------------------------
Safety lever weights -------------------
Firing arm weight ----------------------
Pm ,on No I blanks --------------------
Elevating pinions -------- -.-----------
U pper bank screw ----------------------
Front guard screw ----------------------
P inion N o. -----------------------------

M 129 fu ze ---------------------------
40-millimeter Bofors antiaircraft fuze-
---d o ------------------------------

Sperry gunsight ------- - --- --------
M 43 fu ze ---------------------------
M111 fuze and M43 fuze -------------
M 30 rifle ----------------------------

Field telephones --------------------
Airspeed indicators-__
40-m illim eter fuze -------------------
M 43 fuze --------------------------
M 129 fuze ............... ....d o ----------------------- ..-- - --
-----d o ------------------------------
Sperry gunsight --------------------
A ircraft -----------------------------
M 43 fuze ............................. ....d o ------------------------------
M 129 fuze ---------------------------
M43 mechanical time fuze --------
---- do ------------------------------

-----d o -- ----------------------------.. ....d o ------------------------------
Arm y, M 30 rifle ---------------------
----- do
Mill- do f - - -. ..M ill fuze ---------------------------

Quantity

216,000
32,116,383

53, 223,242
291,427

4,070,588
1,694,127

337,492
1,452,904
2,708,705

259,685
34,998

160,350
772,271
481,400

Dollar value

$474,120.00
1,658,737.25

542, 527.51
291,427.00
101,764.70

92, 465.4
50, 623.80
60, 069.48
21, 669.64
20, 774.80
30,856.57
16,035.00
14, 293.29
17,807.37

614, 610.

2,084,000
28, 230,000
71, 376,908

415,956
2,369,185

583,329
59,518

3,419,812
414,592

1,851,962
272,771

3,184,000
394,420
10,932

234,542
82,220

467,335
413,570
567,479

$3, 922,280.00
1,416,510.00

688, 375.0
269,390 00
110,049.60

27, 708.13
7,439.76

55,174.57
15,132.01
12,903.70

5,482 52
5,100.00

20,904.28
27. 330.21
9,3.816.80
32,3864
28,040.10
23,894.16
22,699.16

29,43.40

1072
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EXHrr II

Comparative figures on watch imports and dollar volume, September-December
1953 and 1954

TOTAL IMPORTS

1953 19541953 1954 Net quan- Value, per-
tity, per- cent drop

Net quan- Dollar Net quan- Dollar cent drop
tity value tity value

September ------------------- 1,522,416 $7, 895, 132 921,821 $4,878, 224 39. 45 38 21
October ---------------------- 1,531.670 7,685,358 1,041,626 5,190,557 31.99 32 46
November ------------------- 1,584,157 8,279,101 1,194,753 6,062,453 24.58 26.75
December -------------------- 1,025, 735 5, 596, 832 700, 526 3, 353, 039 31 70 40 09

Total ------------------ 5,663,878 29, 456, 426 3,858,726 19, 484,273 31.87 33.85

16-17 JEWEL IMPORTS

September -------------------- 940, 986 $6,467, 044 566, 429 $4, 063.773 39 80 37.17
October ----------------------- 904, 348 6,137, 544 589,879 4,087,065 34.77 33.41
November -------------------- 982,707 6,784,231 639,021 4,718,042 34 97 30.46
December ------------------- 648, 825 4,692,354 351,294 2,602,888 45 86 44.53

Total - 476, 866 24,02,073 2,146,623 15, 471,768 38. 26 35.75

ExHIBIT III

[Advertisement, the New York Times, March 4, 1955],

ARE CLAIMS OF "DEFENSE ESSENTIALITY" SWAMPINo TIlE PRESIDENT'S TARIFF
REFORM PROGRAM?

"DEFENSE ESSENTIALITY"

That's what the high-tariff lobbies are putting their money on.
And because every American wants our country to be prepared to meet any

emergency it all sounds like a pretty good argument.
But Secretary of State Dulles and Secretary of Defense Wilson, our two top

Government officials responsible for defense, have gone down the line for H. R. 1,
the bill to extend and reform our reciprocal trade agreements program. So now,
as the Senate begins to consider the President's tariff bill, we should all take a
good hard look at this "defense essentiality" line and see how much substance
there is to it.

WATCI1 INDUSTRY STARTED IT ALL

The four domestic producers of jeweled watches began all of this. And again,
just recently, one of their major executives took an ad to tell how the industry is
being driven into extinction by imports from Switzerland. Let's look at a few of
the very strange contentions he made.

The fact is that the United States timing industry employs 21,519 precision
workers. The 4 jeweled-watch companies are only a small part of the United
States horological industry, and yet even they employ 9,754.

What about that 4,000 figure?
The 4 jeweled watch companies employ 4,246 workers in making civilian

watches, while 5,508, 50 percent of their labor force, are now in military produc-
tion. All Government authorities agree that about the same precision skills
are used in both civilian and military production.

Is any part of the United States time industry more essential for defense than
another?

Not according to Thomas P. Pike, Assistant Secretary of Defense in Charge of
Supply and Logistics, who told the Senate:

From U. S. Tariff Commission's report to President, of May 21, 1954. The figures given
are based on 1954 average of employment in the 4-Jeweled lever watch factories and in
14 factories producing pin-lever watches and clocks.
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"It is * * * from a Defense Department standpoint nearly impossible to
arrive at a determination that any one part of the horological industry is more
essential for defense than any other part."

Do they make defense materials that no other companies can make?
Not according to the Department of Defense which told the Office of Defense

Mobilization the following:
"There is no item or product which is not being made or procured in' some

quantity outside of the jeweled-watch industry.
"There does not seem to be any part of the manufacture or assembly of

mechanical time fuses that is peculiar to the jeweled-watch industry."
Another important contention is this-

(b) The Swiss "already have 85 percent of the United States market"
But the fact is that United States watch manufacturers are not confined to 15

percent of the market as they would have you believe, but have 41 percent of the
United States wach market, according to the latest official figures.

Here are the facts that disprove basic contentions on the defense essentiality
argument used by the four domestic jeweled-watch companies. This rich in-
dustry (the figures for 1953-the last year available-show that 3 of the 4
enjoyed the greatest profit margin after taxes in their histories) has certainly
started something. Right now, every high-tariff interest has devised some sort of
theory by which they are essential. Defense essentiality is the anvil on which
President Eisenhower's proposals for expanding trade are to be beaten out of
shape.

WHERE WILL IT ALL END

Riding right on on the second wave of defense essentiality is the chemical
industry-particularly those who manufacture synthetic organic chemicals.
They are not only against the President's very modest reform of the reciprocal
trade agreements program, bur, according to one of their spokesmen, also "call
for the removal of (past) tariff concession on items which have resulted in a
volume of imports which threaten industrial capacity vital for defense."

What's being threatened? Why only a puny little industry made up of du
Points, Monsantos, Dows, etc., that has grown 10 percent per year for the last
25 years. Producing $20 billion of goods annually, they exported $894 million
during the first 9 months of 1954, while imports totaled only $242 million.

About the vital synthetic organic chemicals for which they ask high tariffs:
The domestic industry produces $4 billion worth each year. The amount im-
ported in 1953 was $50 million. According to the United States Tariff Com-
mission only $5.8 million of these imports, or less than one-half of 1 percent, were
competitive.

And now, because the getting is good, all the high-tariff lobbies are riding the
tide of the defense-essentiality argument. Here are the arguments some in-
dustries cited in their demand for more protection:

The lace manufacturers say they make military mosquito nets, and are essential
for defense.

The wool glove manufacturers say they make soldiers' gloves, and are essential
for defense.

The cutlery manufacturers say they manufacture military machetes, and are
essential for defense.

The tunafish producers contend that their tuna fleet is needed in time of war,
and they are essential for defense.

The Lead Pencil Manufacturers Association says that pencil manufacturers
are indispensable to national defense, only conceding that their product is not
directly utilized for combat purposes.

Who's next?
IT SOUNDS SILLY-BUT IT'S DANGEROUS

While it may seem awfully silly, this is a very serious business. No American
can, of course, afford to have a closed mind on any matter that pertains to national
security. But, in viewing the problem with the objectivity that it deserves, we
must be careful not to be just swept along with a "defense" slogan.

Britain did that-and learned the hard way. They decided to "protect" their
optical industry so that they would not be dependent on overseas suppliers dull

'From U. S. Tariff Commission's report to the President, May 1954 giving iatet
official figures on ratio of United States production to imports. This shovs that Unitel
States factories produced 8.3 million Jeweled-lever and pin-lever watches, in competilOP
with 12.2 million imported In both categories in 1953.
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Ing time of war. "The result," Fortune magazine reports, is that "Britain has
lagged seriously behind the United States and Germany in optical development";
so that, walled off by high tariffs from the stimulation of competition, the British
optical industry became obsolescent and inadequate for national-defense needs.

And in taking an objective look at the defense-essentiality argument we should
ask ourselves to what we should gear our national preparedness-World War II
or a war of the future? Obviously, another world war would be tragically dif-
ferent. This time the war would inevitably come right to our own country. The
era of the H-bomb makes an "arsenal of defense," 4,000 miles away from the
battlefield, an impossible dream.

Just one H-bomb, the AEC tells us, would cause death throughout an area the
size of New Jersey. In a third world war tremendous areas of our country and
of our defense industry would be devastated. In a third world war the test of
our defense industry will be its flexibility, its ability to adapt itself quickly to
every circumstance. The idea of copying the British and building a defense in-
dustry that becomes complacent and fat behind high tariff walls is not the answer
to the Nation's needs.

WORLD TRADE AND A STRONG AMERICA

Why all the concern about tariffs and trade? The President has stated:
"For our own economic growth we must have continually expanding world

markets; for our security we require that our allies become economically strong.
Expanding trade is the only adequate solution * * * If we fail in our trade
policy, we may fail in all."

Committee on Foreign Trade Education, Inc., a bipartisan, 100-percent volun-
teer organization, declared before the Ways and Means Committee of the House
of Representatives that the President's trade program is "the touchstone for suc-
cess in our foreign policy, stimulation of our national economy, and aid to the
consumer."

The President's plan for liberalizing and expanding trade, H. R. 1, was passed
a short time ago in the House of Representatives. Against the onslaught of the
high tariff bloc, the bill only won out by seven votes. Now before the Senate, this
attempt to give America a modern trade program faces very rough sledding.

All those who believe in the need for a tariff policy in the national interest, a
tariff policy that will build up-not tear down-our anti-Communist foreign pol-
icy, should write at once to the Senate Finance Committee or to their own Senator
and protest exaggerated defense-essentiality arguments and endorse the Presi-
dent's program, H. R. 1, as written.

And every Member of Congress should be urged to support all moves that will
undo the harm where we have fallen for essentiality sloganeering in the past.

COMMITTEE ON FOREIGN TRADE EDUCATION, INC.

National headquarters: 270 Park Avenue, New York City

Board of directors: David C. Hamilton; John C. Howatt, deputy executive
director; Thomas L. Hughes; W. Byron Kontack; Eric Keble; David C. Lane,
treasurer; Gwelda McPhee, secretary; Winthrop R. Munyon; B. A. Rittersporn.
Jr., executive director; Daniel F. Ruge.

Honorary members: Hon. J. K. Javits, attorney general, New York State; Hon.
Robert W. Kean, Member of Congress, Republican, 12th District, N. J.; Hon.
Frank E. Smith, Member of Congress, Democrat, Third District, Miss.; Hon.
Harrison A. Williams, Jr., Member of Congress, Democrat, Sixth District, N. J.

AN ANALYSIS OF THE ODM REPORT ON THE AMERICAN WATCH INDUSTRY AND
SUBSEQUENT GOVERNMENT ACTIONS

INTRODUCTION

In June 1954, an interdepartmental committee headed by the Office of Defense
Mobilization issued a report on the essentiality to national security of the Ameri-
can jeweled-watch industry.
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The report acknowledged that the Defense Department does not consider the
skills of the four American watch manufacturers to be of major importance to
our military procurement program-since all of the defense items manufactured
by these firms can be procured from other industries or can easily be stockpiled
Nonetheless, the ODM committee concluded that these companies were essential
to national security, that a minimum of 4,000 production workers should be em-
ployed by these firms, and that to achieve this purpose the Government should
take any steps necessary to maintain domestic watch output at an average of
not less than 2 million units per year.

Regardless ofthe validity of the ODM conclusion that the skills of the four
watch companies are essential, there is no question that the report has been
accepted as overriding Government policy on matters affecting the watch in.
dustry. Within 7 months following its issuance, the United States Government
has taken a series of farreaching actions against importers of Swiss watches.
These actions have aroused great resentments both in Switzerland and in other
friendly nations which view the moves as symptomatic of a United States return
to higher tariffs.

Since nearly every industry can make a claim of its importance to national
defense, the ODM report and subsequent administration actions can establish a
precedent for spreading the cloak of protectionism over broad segments of the
American economy. The matter, therefore, is of a sufficiently serious nature
to warrant the consideration of those who are interested in preserving and
improving America's efforts to stimulate international commerce.

The following document presents an analysis of the ODM report and subsequent
Government actions, along with suggestions for a proper review leading toward
corrective actions.

ORIGIN OF ODM STUDY

For many years, the domestic watch manufacturers have claimed that their
companies are being injured by imports and that they need additional tariff
relief. These firms have made repeated appearances before the Tariff Com-
mission and appropriate congressional committees; but in each instance the
President or Congress decided that tariff action was unnecessary in view of the
sales and profits records of the domestic producers and would be inappropriate
in light of the importance of maintaining good trade relations with the Swiss
and other countries.

During the Korean emergency, the domestic watch manufacturers shifted their
attack to emphasize their alleged "essentiality" to national defense, arguing that
their ability to mass produce precision parts is not duplicated in any other
industry. The President asked the National Security Resources Board to look
into this matter, and in January 1953, NSRB reported that production and em-
ployment in the industry were sufficiently high not to jeopardize its base of
skilled workers, and that no Government action was warranted.

A few months later, in July 1953, another similar study was requested by an
Interdepartmental Committee on the Jeweled Watch Industry, headed by the
Office of Defense Mobilization and consisting also of representatives from the
Departments of Defense, Commerce, Labor and, on certain problems, State and
Treasury.

WHAT THE ODM REPORT FOUND

At the request of ODM, the Defense Department prepared an exhaustive study
of military requirements during a 3-year mobilization period for all types of
products which would be produced by the jeweled watch industry during a war-
time emergency. The ODM report said this was "one of the most complete
studies made of end item full mobilization requirements for a single industry."

While the Defense Department study is classified "Secret," a summary al,
pears on pages 15, 16, and 20 of the 0DM report. According to this summary:

"The Department of Defense has found that military requirements for jeweled
timepieces are relatively small and that these requirements could be stock-
piled if it appeared that the capacity of the industry were to be lost. It regards
the facilities of the industry as highly desirable capacity for the manufacture
of other military items, but believes that all items other than jeweled movements
would be procurable from suppliers outside the jeweled watch industry."

In other words, so far as military production is concerned, the Defens
Department concluded that while it would be desirable to have the facilities Of
the domestic watchmakers availablei-just as it would be desirable to hage
virtually any manufacturing establishment where there are skilled workers-
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the watch manufacturers are not vital to the military procurement program, since
the ordnance Items they produce can be obtained from many other plants, or
can easily be stockpiled.

The Commerce Department also prepared a study dealing with essential
civilian requirements for products supplied by the jeweled watch industry. This
study emphasized the shortage of certain watch products which occurred during
World War II, and gave such examples as the fact that: nurses were forced to
use watches with conventional second hands rather than sweep-second hands;
miners were forced to use nonjeweled pocket watches; and many industries were
unable to get as many jeweled timers as they desired. The Commerce study esti-
mated that demand for these products would be greater in a future emergency.
(These views are found on pages 17-20 of the ODM report.)

The Commerce Department, therefore, concluded that a minimum of 3 million
jeweled timepieces per year should be produced in order to assure essential non-
military requirements under wartime conditions.

The ODM report, leaning heavily on these Commerce Department recom-
mendations, found that the skills of the jeweled-watch industry were essential
to national defense, that it was important to keep about 4,000 production work-
ers employed at the plants of the domestic watch producers, and that, in order
to keep these men occupied, the Government should take any steps necessary to
maintain domestic jeweled watch output "at not less than an average of 2
million units per year."

The ODM report did not make recommendations concerning the specific
types of action which would be most appropriate for the Government to take
In support of the domestic watchmakers. It discussed several possibilities-
including placement of defense orders, stockpiling, tariff relief, quotas, subsidies,
and Government-supported horological research and training-but merely pointed
to some of the advantages and disadvantages of each.

SUBSEQUENT GOVERNMENT ACTIONS RESULTING FROM 0DM REPORT

Within 7 months following publication of the ODM report, the Government
has taken a series of far-reaching and drastic actions against the importers
of Swiss watches. These included: (1) a 50 percent boost in watch duties;
(2) an antitrust action filed against the Swiss watch industry in which the
Justice Department asked, in effect, that imports of Swiss watches be stopped
unless the Swiss change their governmental regulations controlling the in-
dustry; (3) a proposed change in long-standing customs regulations which would
have the effect of virtually tripling the tariffs on certain types of watch im-
ports, and (4) establishment of a new Inter-Agency Advisory Committee, headed
by ODM, to see what further steps "should be taken to maintain the domestic
watch industry in a healthy condition."

While each of these actions appears unrelated, there is no doubt that they
are all motivated, in large paIt, by a desire to strengthen the competitive posi-
tion of the domestic manufacturers. The administration, in other words, has
adopted the ODM report as overriding policy concerning matters affecting the
watch industry.

WHAT IS WRONG WITH THE ODM REPORT,

In view of the fact that the conclusions of the 0DM report have been accepted
throughout the executive branch, and have become the basis of a series of pro-
tectionist actions, it becomes important to examine the true significance and
validity of its findings. In this regard, there are several major points which
should be kept in mimi:

(1) The ODM report concluded that the domestic watch manufacturers are
essential to the national security despite a thorough Defense Department study
which reached quite different conclusions.

The Defense Department was aware of the fact that, while the four domestic
watch manufacturers unquestionably produced great quantities of fuses and
other ordnance items during World War II, dozens of other companies-both
within and outside the horological industry-produced the same types of military
equipment. requiring identical precision, and in at least equal quantities.

Some of the great names in American industry-including Eastman Kodak,
Bendix Aviation, Thomas A. Edison Corp., National Cash Register, International
Business Machines, Singer Sewing Machine, Underwood Elliott Fisher, and many,
many others-were engaged in manufacture of military items of the same
character as those obtained from the four jeweled watch firms. These companies,
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of course, employ tens of thousands of skilled workers who are readily available
for defense work and whose records show they are capable of mass-produeg
the finest, most precise ordnance equipment. The same thing is true 0$ the
numerous firms which manufacture nonjeweled watches and clocks--such as the
Ingraham Co., New Haven Clock, General Time, General Electric, United State
Time, Chelsea Clock, Borg Products, William L. Gilbert Clock, Herschede Bl
Clock, Lux Clock Mfg., and Sessions Clock.

Similarly, several watch importer-assembly companies enjoy outstanding
records of defense production, having furnished the same types of defense items
as the four jeweled watch manufacturers. Benrus Watch Co. and Gruen Watch
Co. are notable examples of these military suppliers.

Of course, the Defense Department was also aware of the fact that the type
of ordnance equipment needed today is far different from the requirements of
World War II. Electronics equipment, for example, is replacing mechanical
time fuses in modern weapons, so that the machinery and skills of the domestic
watchmakers are not necessarily as directly applicable to military production
as was formerly the case.

These considerations underscore the fact that the ODM conclusion was not
based on military necessity, but rested largely on the Commerce Department
finding that there would be a civilian shortage of watches in event of all-out war.
Now, it is undoubtedly true that some nurses were forced to use watches with.
out sweep-second hands and that some miners had to contend with ordinary
pocket watches during the height of World War II-and that similar shortages
might occur in event of another war. However, this is hardly a great privation
in the midst of a national emergency.

Nor does this appear to be adequate grounds for singling out the domestic
watch manufacturers as vital to America's national security, and for throwing
the full weight of the United States Government behind four companies to the
detriment of many other American firms who are their competitors. Yet this is
precisely what has occurred.

(2) The ODM report based its conclusions on Commerce Department projec-
tions that are highly unrealistic and upon an estimate of mobilization require-
ments that went far beyond truly essential needs.

Perhaps the best indication of fallacies inherent in the Commerce Department
study is found in its conclusion that the Government must assure an output by
the 4 domestic firms of not less than 3 million units per year. The fact is that
in only 2 years in the entire history of the American watch industry has pro-
duction reached this level which the Commerce Department says the Govern-
ment should establish as a minimum.

(3) The ODM report made a serious error when it recommended that the
Government should maintain domestic watch Production at an average not below
2 million units. There are other equally effective methods of preserving the
skills and precision machinery of the domestic manufacturers.

The report states that the objective of Government policy should be to main-
tain employment at the four domestic watch manufacturers at a level not below
4,000 production workers. It does not follow, however, that stable employment
of these workers can be achieved only through maintenance of watch output at
an average level not helow 2 million units per year. In making this recommenda-
tion, the ODM report ignored the possibility that these production workers could
be kept occupied, making full use of their skills through placement of defense
contracts requiring precision techniques.

While it is true that this would not help the sale of watches by these firms,
It would keep them in healthy financial condition and would preserve their
skilled work force and precision machines-which would fully meet ODWS
objectives.

Even assuming that under this type of Government assistance the domestic
watchmakers mirht cease manufacturing watch movements-which the 0D1
report, itself, said "does not appear likely" (p. 7)-it should be remembered that
the Defense Department has stated that its requirements for jeweled move-
ments during full mobilization would be comparatively small and could be eailY
stockpiled (pp. 15, 20).

There is no justifiable reason, therefore, why the ODM report went beyad
its recommendation that the Government assure employment of 4,000 production
workers and added its further recommendation concerning the number of watched
that must be produced, supposedly in order to achieve this employment e-
Markets obviously had to be found for the domestic output: thus, the inevitable
result of this ODM recommendation was a vigorous and consistent attack Ii
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imports. The recommendation that domestic production must be maintained
above 2 million units, in effect, converted the ODM report from a document
concerned with preserving domestic skills into an instrument for tariff protection.

(4) The ODM report contains strange inconsistencies in its discussion of the
possibility of preserving essential skills through placement of defense contracts.

The report avoids specific recommendations concerning the type of Government
assistance which should be given the four domestic watchmakers; but in dis-
cussing the possibility that these firms might receive preference in the award of
defense contracts, the report makes the following rather peculiar comment
(p. 25) :

"* * * This might result in concentration of procurement on the least efficient
producers and would probably result in high average costs. Furthermore, this
action would assist the profit and employment levels of the companies but would
not, in itself, lead to increased production of jeweled movements and the utiliza-
tion of watchmaking skills."

This statement seems to conflict sharply with the ODM finding that these
companies are essential because they possess unique skills which are vital to
the defense effort. If the four domestic manufacturers are the "least efficient
producers," it seems strange that other sections of the ODM report would empha-
size their talents for mass production of precision items. At any rate, the
Defense Department has announced a policy of paying higher costs, in order to
broaden the defense-production base.

Moreover, if the same types of skills and the same machines are used in defense
production as in manufacturing watches, why wouldn't production of ordnance
items "lead to * * * the utilization of watchmaking skills"?

WHY GOVERNMENT ACTIONS BASED ON ODM REPORT ARE UNWARRANTED

Even assuming that ODM was correct in finding that the skills of the 4 domestic
manufacturers are essential to national defense, the actions taken by the Govern-
ment against watch importers during the past 7 months were unnecessary and
not in the overall national interest.

In this connection, the following points should be considered.
(A) It is ridiculous for the Government to protect the skills of four com-

panies through techniques which injure the equally skilled workers of other
American watch companies.

It must be remembered that while ODM limited its study to four companies-
Bulova, Hamilton, Elgin, and Waltham-the report stated clearly (p. 2) that
"limitation of this study to jeweled watch manufacture should not be construed
to imply that other segments of the horological industry are necessarily any
less essential to national security."

The fact is that other branches of the horological industry have records of
defense production which compare most favorably with those of the four jeweled
watch manufacturers.

For example, many American watch importer assembly firms received the
highest commendations for their production of ordnance items during World
War II and Korea. Benrus Watch Co.-an American firm which imports Swiss
movements but maintains United States plants for manufacture of cases and
bracelets and for watch assembly, adjustment, and timing-produced the same
types of precision military equipment as the four domestic watchmakers, in
similar quantities and with at least equal quality and economy. The same thing
is true of Gruen Watch Co. and other importer assembly firms.

The objective of the ODM report was to preserve a production force of 4,000
workers-a large proportion of whom, incidentally, do not possess a high degree
of precision skills. At Benrus alone there are approximately 1,000 employees
in this country, including hundreds of highly trained men and women who possess
virtually the same skills as those of the 4 domestic producers. Scores of other
importer-assembling companies also maintain highly skilled work forces which
are readily available for defense production.

If it is essential to protect the skills of the four domestic companies, surely
this should not be done through techniques which directly injure equally skilled
workers employed by other branches of the horological industry, such as the
importer-assemblers. Yet this is precisely what the Government has done by
using the ODM report as the justification for attacks on Swiss watch importers.

(B) As a result of the ODM report, the administration acted too quickly and
In the wrong directions.
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During the past 7 months various executive departments have seized upon
the ODM recommendation that domestic watch production "should be main-
tained at not less than an average of 2 million units per year" and have used,
this to justify a series of important moves against importers. In fact, the Gov.
erhiment did not even wait for the average domestic output to drop below 2 mil-
lion watches. For 7 years prior to 1954 United States production was substan-
tially above this level. Yet, when the industry estimated that 1954 output might
be down to 1,700,000 units, the administration eagerly jumped to its rescue and
invoked the escape clause in the Swiss Trade Agreement.

This move and subsequent actions, although hurting importers, did not guar-
antee consumer demand for domestically produced watches. It did not improve
the manufacturing efficiency of the four United States producers, nor did it
improve their merchandising techniques (which constitute the true source of
their competitive difficulties). The principal results of the actions were to
engender the deepest resentments against the United States in Switzerland,
antagonize many of our friends in other trading nations, and force 160 million
Americans to pay higher prices.

(C) The extreme measures which the Government has taken to aid the four
domestic manufacturers, and the likelihood of additional actions in the future,
are removing the competitive incentive for these companies and might well
impair their ability to contribute to the defense effort.

The American watch manufacturers are hard pressed to compete with Swiss
imports primarily because they do not have the management skills, the manufac.
turing know-how, the engineering techniques, and the production efficiency of the
Swiss. In the interest of national security, it would seem that the best way
to help these companies would be to encourage them to improve their operations,
to invest in horological research and in new plants, and equipment capable of
competing with Swiss efficiency and design.

After all, many other industries important to national defense-such as elec-
tronics, automotive, aircraft-do not seek or require special Government protec-
tion because they have had the vision to improve their operations and the courage
to invest substantial sums to assure their future efficiency. Through the years,
this foresight has been lacking from the four domestic watch manufacturers, and
the present plethora of Government assistance will merely perpetuate their
lack of competitive drive.

By assuring these companies very healthy profits for their present relatively
inefficient operations, the Government is seriously disrupting competitive relation-
ships within the American watch industry, but is certainly not aiding the
efficiency or the technical ability of the four watch manufacturers to engage in
defense production. Quite the opposite.

(D) Government actions are jeopardizing the willingness of the Swiss to con.
tinue furnishing the American watchmakers and other firms with critical
machinery and technical know-how that is most valuable to the defense effort.

It should be remembered that a very substantial part of the finest precision
machinery employed by the four watchmakers on defense production was fur-
nished to them by the Swiss, who have also made many important contributions
in the form of technical assistance and engineering guidance. The willingness
of the Swiss to continue this type of help-which has been furnished not only to
the American horological industry, but to other precision manufacturers-Is
being seriously endangered by United States actions against watch imports.

(E) The ODM report considered a very narrow problem-essentiality of four
companies-and should not be adopted as overriding national policy without
being subjected to broader criteria.

Government actions aimed at curtailing imports strike at the heart of funda-
mental, long-established United State foreign economic policies. It is a mistake
for the Government to assume that a report on tht essential skills of four
companies must automatically take precedence over these policies.

Yet, that is precisely what has happened. When the problem is discussed
with the State Department and other agencies entrusted with preserving United
States foreign relations, they, in effect, throw up their hands and say: "There 15
nothing we can do. The Government's policy on watches is expressed in the ODE
report."

It must be remembered that ODM merely considered whether or not the skills
of four companies were essential to national defense and whether the Goven-
ment should take action to preserve these skills. It did not consider questions
such as these:
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"Is preservation of the skills of the four domestic watchmakers more essential
to the United States than the undermining of our foreign economic policy
through unilateral action to abrogate a trade treaty?"; or

"Is preservation of these skills more essential than the continued cooperation
of the Swiss who have furnished this country with many critical machines and
much technical know-how in precision manufacture vital to national defense?" or

"Is preservation of these skills more important to the defense of the western
nations than adoption of policies which encourage the Swiss to tighten their
trade relations with Iron Curtain countries by curtailing their established
markets?"

Before the United States Government decides to nullify a trade agreement
these are the types of question that should be considered by highest authorities.
Moves involving delicate international relations should not be taken merely on
the basis of a narrow report which says that 4,000 workers should be kept
employed, particularly when there are excellent alternative actions.

(F) Use of the ODM report as a basis for restrictive actions against Swiss
watch imports sets a precedent which is contrary to the best interest of the
United States.

The fundamental question of whether to use tariff protection or other trade
barriers as a method of keeping essential industries in a healthy condition has
been studied by many presidential commissions, including the Bell committee,
the Paley commission, and the Randall commission. While cognizant of the
importance of maintaining the production base of a critical item or the avail-
ability of raw materials for national defense, each of these groups decided that
reliance upon trade restrictions was not a sound method of achieving this
objective.

There are many disadvantages in resorting to import restrictions to help
producers who are considered essential for defense work:

(1) Since nearly every industry can make a claim for its importance to
national defense, the United States would be forced to spread the cloak of pro-
tectionism over virtually the entire American productive economy. Not only
would this have the effect of nullifying the objectives of the reciprocal trade
program but it would induce other Governments to use national defense as a
justification for restrictions on imports from the United States. Retaliatory
steps to safeguard their own vital industries would be quickly adopted by friendly
nations, with self-sufficiency the future goal of international relations.

(2) Resort to trade restrictions for national defense purposes penalizes all
consumers by raising prices and narrowing the choice of products, thereby
constituting a great burden on the entire national economy.
(3) Reliance on protection by American industries producing goods for the

military inhibits research and development, and removes an important incentive
for adoption of new techniques and improvement of production efficiency-pre-
cisely in those fields which can be helped most by the spur of competition from
imports.

(4) Acceptance of the concept of United States "self-sufficiency" in the pro-
duction of needed materials ignores the fact that it is important for our allies
to maintain the strength of their industries which can lie converted to the
production of defense goods.

(5) United States trade policy should be based on the broadest national
interest rather than the interests of any small group of producers which comes
into competition from imports. It is impossible for the United States to be
indifferent to the effects of its trade policy on friendly countries whose strength
contributes to common defense and security of the free world.

(G) Rather than attack importers, the Government should have used direct
aids to the domestic manufacturers.

The ODM report listed several types of direct governmental assistance to the
four domestic watchmakers-including priority in procurement, subsidies, and
technical research-which have substantial advantages, from the standpoint
of the overall national interest, compared with the attacks on imports which
have been launched by the Government.

Preservation of an essential industry through direct assistance has the further
merit that the costs are readily visible and can be included in the defense budget
and regarded as part of national defense expenditures. By following this route,
and avoiding attacks on imports, the Government would have been accepting
the advice of specially appointed advisory groups which have studied this
problem at the specific request of the President.
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CONCLUSIONS

(1) The ODM finding-that the skills of domestic watchmakers are essential
to national defense-is not based on military requirements, but on an obscure
estimate of essential civilian needs furnished by the Commerce Department
There are indications that the Commerce study greatly exaggerated the needs,

(2) Assuming that these skills are essential, the ODM report was in error
in recommending that the only way to preserve them is to produce an average
of not less than 2 million domestic watches annually. The skills could be
preserved by utilizing the workers and the machines on precision defense
production.

(3) The ODM report has been accepted as overriding Government policy on
matters affecting the watch industry, although it actually considered only a very
narrow segment of a very broad problem.

(a) The Government has used the ODM report as justification for a series
of attacks on watch importer-assembler firms. Some of these American inport-
ing firms have records of defense production which are at least equal to those
of the four domestic watchmakers; their workers possess virtually identical
skills, and are equally available for military production.

(b) While the Government has taken important actions affecting United States
foreign economic policy on the basis of the ODM report, this report considered
only the essentiality of four American companies and was not concerned with
the numerous major problems that are raised by moves to curtail imports.
These problems include: possible thwarting of our efforts to encourage mulit-
lateral trade; loss of overseas markets for United States agriculture and indus-
try; encouragement of the Swiss to trade with Iron Curtain countries since they
are deprived of normal markets; injury to the defense of the United States and
other western nations through refusal of the Swiss to continue furnishing
critical machinery and technical know-how valuable to production of precision
ordnance items; interference with competitive relationships within the United
States; and higher prices paid by American consumers.

(4) The Government should have used alternative methods of assisting
the four domestic watchmakers, involving direct aid, instead of attacking im-
porters. This would have been a more positive method of preserving the essential
skills and would have been in accord with recommendations by numerous Gov-
ernment commissions which have studied this matter.

(5) The Government actions which have been taken, and those which ap-
parently are contemplated, are so farreaching as to minimize the incentive
of the four domestic watchmakers to improve their operations. Government
assistance to essential domestic industries should be carefully weighed against
the important role played by competition in encouraging improvement of tech-
nical skills and manufacturing efficiency. So far as the four domestic watch
manufacturers are concerned, this is the only permanent key to minimizing their
economic difficulties and maximizing their ability to aid the defense effort.

(1) The ODM report should be reviewed in light of the fact that its recom-
mendations concerning the necessity of producing an average of 2 million do-
mestic watches per year has converted it into a protectionist instrument. The
new evaluation should consider the essentiality, and the potential contribution
to defense, of all segments of the American liorological industry.

(2) The actions taken by the executive branch against Swiss watch importers
should be reviewed against broader criteria than those applied in the 0DM
report. This review should be conducted at highest governmental levels, perhaps
by newly appointed Council on Foreign Economic Policy.

(3) If these reviews verify the points made in this memorandum-that the
ODM report contains serious fallacies and that recent Government actions to
aid the four domestic watchmakers are not in the overall national best interest-
these situations should be corrected promptly and the present Government trend
toward restricting watch imports should be reversed.

STATEMENT OF ARTHUR B. SINKER, PRESIDENT OF AMERICAN
WATCH MANUFACTURERS ASSOCIATION

Mr. SiNKLER. Mr. Chairman, I shall be pleased to file my statement
for the record also.

The CHAIR.NIAN. Thank you, Mr. Sinkiler. The committee appre-
ciates your coming here today and shall be very happy to make your
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statement a part of the record so that your views may have full con-
sideration.

Mr. SINKLER. Mr. Chairman, my name is Arthur B. Sinkler. I am
president of the Hamilton Watch Co., of Lancaster, Pa. I appear to-
day on behalf of the American Watch Manufacturers Association, the
members of which are the Elgin National Watch Co., of Elgin, Ill.,
the Waltham Watch Co., of Waltham, Mass., and my own company,
the Hamilton Watch Co., of Lancaster, Pa. We have appeared before
this committee many times to support previous extensions of the Re-
ciprocal Trades Act, and we support the current extension of that act
now under consideration by this committee.

However, we support this bill with some qualifications. We have
proposed three amendments to H. R. 1 which we believe should be
adopted to strengthen our trade program. Specifically we recom-
mended (1) the establishment of statutory procedures fixing the re-
sponsibility for the difficult problem of reconciling our trade program
with the need for maintaining an adequate mobilization base, (2) the
authorization for the President to increase duties on specific articles
to whatever extent necessary when such aii increase is required in the
interest of national security, and (3) the deletion from the bill of the
authority to make unilateral as distingu ished from reciprocal conces-
sions. '1his last change was incorporated in the bill passed by the
House of Representatives but the bill is still deficient in respect to the
first two recommendations. Since this committee has requested that
previous testimony on the bill not be duplicated we will not discuss
them further, but we urge that the committee consider the reasons
advanced for our recommendations and that they be embodied in
H. R. 1.

It is our view that our trade-agreements program is workable if
the fundamental principles of the program can be kept in focus. As
it is written the law itself is sound, and if, in its administration, we
can adhere to the objectives stated in the law and to the principles
upon which the program was sold to the public and to the Congress,
there will be tremendous benefit to the United States and the entire
free world. The danger is that the excesses of those who enjoy high
profits from imports and the lack of moderation on the part of some
countries who would ignore the principles of reciprocity and dis-
regard the vital security interests of the United States may do great
harm to our trade program by arousing public opposition. These
pressures must be resisted by those responsible for administration of
the law if the program is to continue.

Let me give you an example. The Swiss Trade Agreement of 1936
is the best illustration of how the trade program can help foreign
nations and the United States. I doubt if there is a parallel any-
where. But the recent action under the agreement has been so dis-
torted by organized and concerted propaganda from the importers of
Swiss watches, the Swiss-watch cartel, and the Swiss Government,
that it has actually been cited as a dangerous precedent instead of
being hailed as the fine example of the achievements of our trade
program.

The trade agreement with Switzerland was signed in 1936, and was
the first agreement made under the Trade Agreements Act. It re-
duced the duties on watches by an average of about 34 percent. During
the year before the agreement the United States had purchased
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1,137,000 jeweled watches from Switzerland. In 1936 our impre
almost doubled, 2,131,000, and increased until 1953, when the
market was flooded with 10,615,000 imported jeweled watches-alost
10 times the 1935 level of imports.

The Swiss watch industry boomed, and with it the Swiss economy,
Employment in the Swiss-watch industry rose from about 35,000 in
1935 to a present total of about 75,000, of whom about 65,000 are
production workers. They have found it necessary to employ several
thousand foreign workers, draw others from the machinery and
equipment trades, recruit young workers from the agricultural cantons
and retain workers beyond normal retirement age. According to the
latest official figures direct from the Swiss Government unemploy.
ment in the watch industry is reported to be only 329.

The whole Swiss economy is enjoying a wave of economic prosperity
probably unsurpassed in the world today. Unemployment is prac-
tically nonexistent, the total for all of Switzerland being listed offi-
cially as 6,118, and the labor shortage has become so acute that
Switzerland has imported some 180,000 foreign workers from neigh-
boring countries. Total Swiss exports for 1954 hit an alltime high.

This prosperity in the Swiss-watch industry is to a great extent
the result of our opening the American markets to Swiss watches,
and it had a very helpful effect upon the Swiss economy. Moreover,
it was at the direct expense of our own watch industry. The American
industry made 1,393,000 watches in 1935, the year before the Swiss
trade agreement-or about 50 percent of all the jeweled watches sold
in the United States that year. During the trade agreement American
production reached a high of 3,161,000, or a little more than 2 times
the 1935 level. But, by 1954 domestic production had dropped back
to 1,650,000, so that the Swiss had 84 percent of the American market;
the domestic producers had but 16 percent. Fewer watches were pro-
duced in this country in 1954 than were produced here in 1936. Em-
ployment on watch production has dropped from a high of about
10,000 to nearly 4,000.

During 1954 the question of the survival of the American industry
was presented to the President in an escape-clause proceeding, as
provided by the Trade Agreements Act. Insofar as the United States
industry was concerned, the question was not whether a domestic in-
dustry was seriously injured, but whether the United States would
preserve any jeweled-watch industry at all. Our Government deter-
mined that we must maintain our industry, and the rates of duty were
increased by an average of $1.10 per watch.

Quite obviously, this action by President Eisenhower was not a
departure from the trade-agreements program; it was not a reversal
of his trade policy; it was not "a return to the ancient philosophy of
economic isolationism." But this decision, although it came almost
too late, is proof that the trade-agreements program can work in the
way it was intended to work. In any such prog-ram there must be a
balancing of foreign and domestic interests. Government witnesses
appearing before this committee in the past, and most of the other sup-
porters of the trade-agreements program have defended the progarm
on the ground that the escape clause was available to give relief from
oppressive imports when, through a mistake in judgment or unfore
seen circumstances, too deep a cut was made in a particular tariff rata

1084
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A program of selective tariff reduction would not have been adopted
without this safeguard.

if this safeguard is not to be applied in the case of an industry
which has been twice found entitled to relief under the escape clause,
and 4 times found essential to the national defense, which has only 16
percent of the domestic market, is producing fewer watches in the
United States than it was 20 years ago, and which is on the verge of
complete extinction at the hands of a foreign cartel, then these wit-
nesses have been fooling this committee and the American public.

There must be some limitation-some moderation-in our trade
program in the interest of our national welfare. President Eisen-
hower had the courage to face this necessity. And what happened?

Immediately the Swiss-watch cartel, the Swiss Government, and
the importers of Swiss watches began a concerted assault upon the
United States. They ignored the benefits they have obtained under
the trade agreement and demanded a right to the remainder of the
United States market in the name of free trade. Some spokesmen
for the Swiss-watch cartel and the Swiss Government have even had
the temerity to question publicly the soundness of the United States
Government's own view that an" American jeweled-watch industry is
essential to American security, when they know full well that the
Swiss industry supplied the most intricate tiring devices used by the
German war machine in W1orld War II. They have assailed the pro-
priety of the 50-percent increase in our watch tariffs as contrary to
the principles of expanding world trade notwithstanding the fact that
Switzerland itself increased duties on American nylon stockings by
about 300 percent in September 1953. These attacks on the United
States and the watch-tariff decision are in fact propaganda generated
by three American public-relations firms representing the Swiss and
the importers.

The trade-agreements program cannot benefit from such tactics. It
can go forward only in a spirit of fair play and cooperation such as
that recently displayed by two of our South America neighbors in im-
posing voluntary quotas on tung oil. There is something basically
wrong when a foreign nation having a trade agreement with the United
States and having obtained 84 percent of our market, insists upon
complete monopoly, and disputes the right of the United States to take
reasonable actions for its own security. This becomes appalling when
it is recognized that the Swiss-watch industry is organized as a cartel
and already controls 95 percent of the world market. The "watch
case" illustrates the good in our trade program-aside from its ad-
verse effect upon our own American watch industry. I do not see
how the program can be administered more favorably to foreign coun-
tries or to importers if the interests of the American people are to be
preserved. If this good is to be ignored and the United States is to
be assailed for this type of administration, then our trade-agreements
program is doomed to failure.

The witness for the Benrus Watch Co. has made a point of referring
to a recent advertisement printed in the name of the Committee on
Foreign Trade Education. This advertisement was, in our opinion, an
imposition upon the committee by the importers of Swiss watches.
It is one of the biggest frauds perpetrated upon the American public
which we have ever seen. We have written the sponsors of this ad-

5 .s4-55-pt. 2-30
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vertisement a letter exposing this fraud and I am submitting a copy
for inclusion as a part of my remarks.

(The letter referred to is as follows:)
[Copy of letter sent by Arthur B. Sinkler, president, Hamilton Watch Co.],

LANCASTER, PA., March 7, 1955.
COMMITTEE ON FOREIGN TRADE EDUCATION, INC.,

New York City, N.. Y.
(Attention: B. A. Rittersporn, Jr., executive director.)

GENTLEMEN : In the New York Times on Friday, March 4, 1955, page 13, a paid
advertisement appeared, endorsed by your committee, stating: "Are claims of
'defense essentiality' swamping the President's tariff reform program?" .

After reading this advertisement, I came to the conclusion that you and the
dther members of your committee have been deceived. You could not have been
shown the full testimony of those you quoted nor have been familiar with the
conclusions reached by the Office of Defense Mobilization and other members of
the administration, or you would not have permitted the use of your name.

By using trick wording, the advertisement tries to give the impression that
the American jeweled watch industry is opposed to President Eisenhower's for-
eign trade program. The fact is that the jeweled watch industry is supporting
the President's trade agreements program, now before Congress, and it has sup-
ported every previous extension of the Trade Agreements Act since 1949.

By using trick statistics, the advertisement tries to hide the true condition of
the jeweled watch industry by combining all production and import statistics for
jeweled watches with statistics concerning nonjeweled watches and clocks. This
was done because the jeweled watch industry is currently operating at a level so
low that even the watch importers (who obviously prepared the advertisement)
recognize that the danger point has long since been passed.

By referring to recent testimony by Secretary of State Dulles and Secretary
of Defense Wilson, the advertisement tries to give the impression that these two
key members of President Eisenhower's Cabinet disagree with President Eisen-
hower's action in the watch case. As a matter of fact both publicly supported
that action-and on grounds of national security. You should know further that
the President was supported by every member of his Cabinet.

The entire advertisement is designed to raise apprehensions among those who
believe in our trade-agreements program, like yourselves, by conveying the over-
all impression that protection of industries essential to our national security
is swamping our trade program. This is not true. Every administration wit-
ness who appeared before the Ways and Means Committee in support of H. R. 1
also supported the watch tariff decision.

Let's try to read through the advertisement in an effort to get at the truth.
It begins by saying:

"DEFENSE ESSENTIALITY"

"That's what the high tariff lobbies are putting their money on.
"And because every American wants our country to be prepared to meet any

emergency it all sounds like a pretty good argument.
"But Secretary of State Dulles and Secretary of Defense Wilson, our two

top Government officials responsible for defense, have gone down the line for
H. R. 1, the bill to extend and reform our reciprocal trade-agreements program.
So now, as the Senate begins to consider the President's tariff bill, we should all
take a good hard look at this 'defense essentiality' line and see how much sub-
stance there is to it."

Before you were asked to print this statement over your signature, you should
have been shown the testimony of Secretary of State Dulles before the House
Ways and Means Committee on H. R. 1, page 71, which begins during a discus-
sion of the escape clause as follows:

"Secretary DULLES. Well, our action on Swiss watches helped to preserve a
mobilization base in that industry, a sufficient vitality in the industry so that in
case war came and we were cut off from the arts and skills of Switzerland, there
would still be a residuum that was needed for this country in this country. I 60
not know any way we can allay their fears in that respect.'

Secretary Dulles' testimony continues on page 72:
"Mr. BOGGS. Mr. Secretary, in connection with that increase of 50 percent OD

Swiss watches, what position did the State Department take in respect to that?
"Secretary DULLES. The State Department pointed out the unfortunate reper-



TRADE AGREEMENTS EXTENSION 1087

cussions which that would have in Switzerland, and that was our duty, we felt, to
point out the international implications of the action. I did not, myself, oppose the
action being taken, because I felt that there were other considerations which
in this particular case overweighted the undesirable consequences which we
did, however, as a matter of duty, point out to the committee that was working on
this matter."

And, you should have been shown the testimony of Secretary of Defense Wil-
son on the same occasion, beginning on page 198, as follows:

"Mr. CURTIS. * * * Take the case of watches on which, as I understand Secre-
tary Dulles' testimony yesterday, the decision to utilize our escape-clause provi-
sion was based to a certain extent on the feeling that the watch industry did
affect our national defense, and we should be concerned about it because of
that.

"Would you agree with that conclusion, as far as that specific case?
"Secretary WILSON. As a matter of fact. I did.
"Mr. CURTIS. Well, that does modify it, as I thought it must.
"Secretary WILSON. But the fine jewel watch industry in our country has gotten

down to 20 percent or less. If the foreign competition had only affected 10 per-
cent or 20 percent, I would have said, 'Just let it alone. Let the fellows get busy
and see if they cannot compete a little better and hold their business.' But in
this particular thing, the tonnage was riot involved in it at all. You can fly I
don't know how many watches over from Switzerland in one airplane and the
cost per watch to move It is very low. With their long, historical skills and
knowledge of watches, watchmaking, they could do a pretty tough competitive job.

"They were getting too big a part of our American market.
"Mr. CURTIS. We would not have had the skills in this country, would we?
"Secretary WILSoN. Not if you go down to nothing. Then you are gone. I

said to myself, after I carefully went over the whole business, 'This one isn't
right. This is a hardship case. It is an unusual one.'"

Even the Director of the Foreign Operations Administration, Harold E. Stas-
sen, supported the decision of the President in the watch case. At page 234 of the
record before the Ways and Means Committee, his testimony reads:

"Mr. EBERHARTER. Do you think the result was adverse insofar as their confi-
dence in our trade policy was concerned with the Swiss Government and the
people of Switzerland?

"Mr. STASSEN. No. I think what it did was to show clearly that we would not
permit the United States watch industry to be completely destroyed, that we
wanted a United States watch industry. * * * It is a good thing for America
and the world that you have this tremendous skill in the production of watches
in Switzerland. But you must limit imports so that you have a United States
watch industry also with a chance to stay alive."

The advertisement continues:

"WATCH INDUSTRY STARTED IT ALL

"The four domestic producers of jeweled watches began all of this. And again,
just recently, one of their major executives (this 'executive' happens to be Gen-
eral of the Armies Omar Bradley) took an ad to tell how the industry is being
driven into 'extinction' by imports from Switzerland. Let's look at a few of the
very strange contentions he made.

"(A) Only 4,000 precision watchmakers are left in America.
"The fact is that the United States timing industry employs 21,519 precision

workers. The 4 jeweled watch companies are only a small part of the United
States horological industry, and yet even they employ 9,754.

"What about that 4,000 figure? The 4 jeweled watch companies employ 4,246
workers in making civilian watches, while 5,508, 50 percent of their labor force,
are now in military production. All Government authorities agree that about
the same 'precision' skills are used in both civilian and military production.
-"Footnote for (A): From U. S. Tariff Commission's report to President of May 21,
1954, the figures given are based on 1954 averages of employment in the 4 jeweled level
watch factories and in 14 factories producing pin-lever watches and clocks."

This purports to show that it is of no consequence that there are only 4,000
employees left in production of jeweled watches, because there are other workers
doing defense work in the jeweled-watch companies and many more workers
in the nonjeweled watch and clock industry. Actually all Government authori-
ties are in agreement on just the opposite-that the low level of employment in
the production of jeweled watches is the matter for concern.
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For example, look at the testimony of Hon. Arthur S. Flemming, Director,
Office of Defense Mobilization, at hearings before Preparedness Subcommtt
No. 6 of the Committee on Armed Services of the United States Senate on te
Essentiality to the National Defense of the Domestic Horological Industr*
page 33:

"Although employment in the jeweled-watch industry has remained relative];
high, a progressively smaller percentage of its work force has been engaged in
manufacturing jeweled-watch movements. These movements are produced oli
by the jeweled-watch industry and their manufacture requires the highest degree
of skill and tooling of any product manufactured in quantity by the industq ,
Consequently, even though overall employment in the industry may be sustained
by the production of such military items as fuses and rear-fitting devices, the
most critical and highly developed skills are maintained only through the coa-j
tinuing manufacture of jeweled-watch movements."

And the testimony of John F. Hilliard, Deputy to the Assistant Director for
Manpower, Office of Defense Mobilization, at the same hearings, page 36:

"Insofar as the manufacture of jeweled-watch movements are concerned,
there are no alternative facilities or skills available. The only skills available
are in this segment of the industry. Insofar as the manufacture of fuses and
safety and arming mechanisms are concerned, that is an important facility,
But there are other facilities that can manufacture those items. But insofar
as the jeweled-watch movements segment is concerned, the skills in this indus-
try are unique in the sense that no other industry produces those with those
movements."

And the testimony of Hon. Thomas P. Pike, Assistant Secretary of Defense
(Supply and Logistics) at the same hearings, page 39:

"At the request of the Office of Defense Mobilization, my office conducted a
study of the essentiality of the jeweled-watch industry. The conclusion of
this study indicated that the jeweled-watch industry was uniquely qualified
to produce jeweled watches and movements to an extent that could not be dem-
onstrated by any other segment of either the horological industry or any other
industry in the country."

Mr. Pike stated further:
"The production of mechanical time fuses does not in all cases involve the

same skills as required for watches and timing devices, and therefore, does not
necessarily maintain the basic skills of the industry."

And the testimony of Hon. Lothair Teetor, Assistant Secretary for Domestic
Affairs. Department of Commerce, at the same hearings, page 45:

"The domestic jeweled-watch manufacturing facilities constitute a small
and highly specialized industry composed of four companies: The Bulova Watch
Co., the Elgin National Watch Co., the Hamilton Watch Co., and the Waltham
Watch Co. The prewar employment level of this industry averaged about 8,000
workers, reaching a World War II peak of 12,000. Current employment levels
are about 9,500 workers, less than half of which are engaged in the manufacture
of jeweled watches.

"These companies have no counterpart in American industry. Other manu-
facturing plants occasionally work to tolerances as close as the jeweled-watok
manufacturers but do not apply these tolerances to such minute parts on a con-
tinual mass production basis. The highly specialized skills of this industry are
the product of generations of research and development and cannot be considered
as interchangeable with any other industry. * * * The domestic jeweled-watch
industry represents the only significant manufacturing facility for production
of jeweled watches outside of Switzerland."

And further:
"These skills can be maintained only by making jeweled watches. They can-

not be maintained just by making the cases or making other kinds of device
They have to work on watch movements or they are going to forget how."

The advertisement then continues:
"Is any part of the United States time industry more 'essential for defense'

than another?
"Not according to Thomas P. Pike, Assistant Secretary of Defense in Charge

of Supply and Logistics, who told the Senate:
"'It is * * * from a Defense Department standpoint nearly impossible to

arrive at a determination that any one part of the horological industry is more
essential for defense than any other part.'"

This is intended to coney the impression that since the jeweled-watch lb
dusi rY iiy iiht not he more essential than the "nineweled-watch and clock maob
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I facturers, it was not necessary to preserve the jeweled-watch manufacturers.
P This Is precisely the opposite of Mr. Pike's view, as you would have seen if

you had been shown his testimony. He was actually stating that both industries
were essential ,and should be preserved. Special attention has been given to
the jeweled-watch industry because of its extremely precarious condition.
Moreover, Mr. Pike was not testifying that the two industries were the same.
More fully, the quotation from his statement reads, page 39:

"It is, therefore, from a Defense I)epartment standpoint nearly impossible to
arrive at a determination that any one part of the horological industry is more
essential for defense than any other part.

"At the request of the Office of Defense Mobilization, my office conducted a
study on the essentiality of the jeweled-watch industry. The conclusion of this
study indicated that the jeweled-watch industry was uniquely qualified to pro-
duce jeweled watches and movements to an extent that could not be demon-
strated by any other segment of either the horological industry or any other
industry in the country."

Your advertisement goes on to say:
"I)o they make defense materials that no other companies can inake?
"Not according to the Department of Defense which told the Office of Defense

Mobilization the following:
" 'There is no item or product which is not being made or procured in some

quantity outside of the jeweled-watch industry.
"'There does not seem to be any part of the manufacture or assembly of

mechanical time fuses that is peculiar to the jeweled-watch industry.' "
These two sentences, which are taken out of context and quoted in reverse

order, were loade solely with respect tb the mechanical time fuse program. Yet
they are used in advertisement as if the Department of Defense applied them
to all defense materials made by the jeweled-watch industry. Anyone of any
integrity should condelnn this deliberate, malicious, and dishonest misuse of
an official statement. The complete paragraphs are found on page 15 of the
ODM report dated June 30, 1)54, as follows:

"Military fuse requirements: The timing devices used in the ammunition
prograln are produced by the jeweled-watch manufacturers, nonjeweled-watch
and clock manufacturers, and others completely outside the horological group.
There does not appear to be any part of the manufacture or assembly of mechani-
cal time fuses that is peculiar to the jeweled-watch industry. The bulk of the
mobilization requirements for fuses has been scheduled under the production
allocation planning program. Under current plans, a relatively small proportion
of these requirements is scheduled with the jeweled-watch industry. It is the
opinion of the Department of Defense that the requirements now planned with
the jeweled-watch industry could be handled by the other firms which manu-
facture mechanical time fuses and rear fitting safety devices, provided these
firms are available at that time.

"Subcontracting in the mechanical time fuse programs (including the rear
fitting safety devices) is of considerable magnitude at the present time, and in
the event of mobilization would substantially increase. During the period from
the outbreak of hostilities in Korea to mid-1953 the jeweled-watch industry
provided substantial amounts of defense-related parts to approximately 100 con-
tractors. Surveys of the degree of dependency of other prime contractors on
the jeweled-watch industry as a source of supply for military end-item produc-
tion indicate that there is no item or product which is not being made or pro-
cured in some quantity outside of the jeweled-watch industry. However, where
parts have been purchased from the jeweled-watch industry, the reasons given
in most cases were that the watch companies represented an excellent and de-
pendable existing source with favorable cost relationship. Many contractors
have stated that they could produce the parts which they are procuring from
the watch industry, if necessary, but since the facilities of the watch manufac-
turers have been available to date, there has been little incentive for them to
attempt to do so."

Your advertisement continues:
"Another important contention is this-
"(B) The Swiss 'already have 85 percent of the -United States market.'
"But the fact is that United States watch manufacturers are not confined to

15 percent of the market as they would have you believe, but have 41 percent
of the United States watch market, according to the latest official figures.

"Footnote for (B) : From the United States Tariff Commission's report to the
President, May 1954, giving latest official figures on ratio of United States pro-
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duction to imports. This shows that United States factories produced 8.2 mil-
lion jeweled-lever and pin-lever watches in competition with 12.2 million imports
in both categories in 1953."

Who's talking about pin-lever watches? All the statements and arguments
used so far have been aimed at the jeweled-watch industry. The jeweled-watch
industry doesn't make and never has made pin-lever watches. But here, the
advertisement pulls a quick switch to combined import statistics of all types
of timepieces, in order to deceive the public by using a larger figure. The same
United States Tariff Commission's report to the President says for jeweled-watch
movements:
Domestic production 1953 -------------------------------------- 2,365,000
Imported from Switzerland ----------------------------------- 10, 615,000

The latest figures for 1954 are:
Domestic production ------------------------------------------- 1,650,000
Imported from Switzerland ------------------------------------- 8, 000,000

At this point, the advertisement then says that these "are the facts that
disprove basic contentions on the 'defense essentiality' argument used by the
four domestic jeweled-watch companies." We find it difficult to believe that the
members of your committee, or anyone else, no matter how strongly he be-
lieves in the President's trade program, is willing to accept these distortions of
fact as "facts" to dispose of the national-defense issue.

After all, the problem of our national defense is not a myth. Some people are
misusing a claim of defense essentiality, but at some points the claims are very
real. All our efforts should be devoted to distinguishing between real and
spurious, and not directed toward dishonest attempts to discredit the serious
studies of the Government.

The problem of the jeweled-watch industry was studied intensively for over
a year by the--

Office of Defense Mobilization
Department of State
Department of Defense
Department of Treasury
Department of Commerce
Department of Labor

who jointly filed their report with the President on June 30, 1954. The conclu-
sions which they reached can be found on page 28, as follows:

"VI. CONCLUSIONS AND RECOMMENDATIONS"Conclusions

"The committee concludes on the basis of the information and judgment avail-
able to it that:

"1. Preservation of the skills of the American jeweled-watch industry is
essential to the national security.

"2. Manufacture of jeweled-watch movements should be maintained at levels
of production and employment which would enable the industry, in the event of
full mobilization, quickly to expand to meet military, defense supporting, and
essential civilian requirements for items uniquely produced by workers having
watch-manufacturing skills.

"3. It is impossible to determine precisely the exact level of production and
employment necessary to assure an adequate mobilization base in the jeweled-
watch industry. However, it is the judgment of the committee that it would be
detrimental to the national security to permit further impairment of jeweled.
watch production in the United States. It appears probable that domestic
production of jeweled watches should be maintained at not less than an average
of 2 million units per year in order to assure an adequate base from which to
expand to meet full mobilization requirements. (It is the opinion of the Depart-
ment of Commerce that an annual production of not less than 3 million units is
necessary to provide an adequate mobilization base.) The committee recognize
that this minimum level for preservation of key skills may not be sufficient to
assure that production in the industry will be an economically feasible operation.

"4. The levels of production and employment in jeweled-watch manufacturing
are now below the levels which would enable the industry to expand quickwaid
effectively to meet the requirements of full mobilization.

"5. The downward trends of production and employment in the industry are
likely to continue, thereby further impairing the industry's base. of crltital
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facilities and skills, unless the Government acts to create conditions favorable
to higher levels of production and employment in the industry.

"Recommendation

"In. the light of the foregoing conclusions, the committee recommends that the
Government take actions which will create conditions favorable to the continued
manufacture of jeweled-watch movements by the American jeweled-watch indus-
try at a level which will maintain an adequate base of skilled manpower capable
of expanding to meet full mobilization requirements."

These conclusions are not new. The Munitions Board studied the problem in
1950 and said the jeweled-watch industry was "vital" to our national defense.
The National Security Resources Board made the same findings in 1952. A
preparedness subcommittee of the Senate Armed Services Committee, composed
of Senators Duff, Cooper, and Stennis. ro,whed the same conclusion in July 1954.
It would seem to us improper to question the serious judgment of all these bodies
without devoting at least as much time to the problems as they did-which I am
sure no members of your committee have done.

We could continue with a point-by-pint discussion of the more argumentative
parts of the advertisement. We see no point in doing so, for they are all based
on the fabrications we have pointed out. The whole matter boils down to the
fact that we think you have been grosly misled. If you were, it should be
evident by now, and a public retraction of the .advertisement would be in order.
If you endorsed this advertisement will full knowledge of the nature of its
contents, then further discussion would ie a waste of time.

If you are interested in obtaining any further facts concerning the real back-
ground of the watch-tariff (leision, we would, of course, be pleased to talk with
you at any time.

We would greatly appreciate your circulating this letter to all the members of
your committee.

Sincerely yours,
lHAM IIiON WVATCiH CO.,
ARIIrnTR B. SINKLER, PreSidentf.

Senator CARLSON. The next witness this afternoon is Mr. Sidney A.
Swensrud, chairman of the board of the Gulf Oil Corp.

Mr. Swensrud, I just had word from Senator Kerr that he will
have to be absent this afternoon, and he would like permission to write
you a letter and ask you a few questions and have you answer them, if
Soil will.

I am sure you will have no objection to that.
Mr. SWErNSRUD. I can't promise to answer all the questions, but I

certainly have no objection.
Senator CARLSON. Mr. Swensrud, we are very happy to have you

here this afternoon, and will be glad to have you testify in any way
you care to, sir.

STATEMENT OF SIDNEY A. SWENSRUD, CHAIRMAN OF THE BOARD,
GULF OIL COEP.

Mr. SWENSHUD. Thank you. I will just read this statement that
I have prepared and which I am filing with your committee.

In appearing recently before the Itouse Ways and Means Com-
mittee on H. R. 1, I emphasized what I believed to be our country's
interest in the general trade objectives of the bill. Both by its specific
provisions and its leadership the bill, I believe, will enormously help
to promote increased trade with other nations which is the only prac-
tical sulbstitute for the huge amounts of free aid we have been
extending.

I also commented on the oil import situation pointing out that
over the years oil consumption in this country has increased more
rapidly than have our proven oil reserves and that oil is becoming
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steadily more difficult and expensive to find in the United States--
that, therefore, if we are, at reasonable prices, to meet the future
expected demand for enormous quantities of oil which will be re-
quired in the United States, we must look forward to a gradual
increase in supplies from other parts of the world where oil is more
plentiful relative to demand. It is to be borne in mind that whilh
we account for 60 percent of the free world's oil consumption we
have only 21 percent of its discovered reserves and undoubtedly far
less than that of the undiscovered reserves.

Despite the long-run need for more oil from other areas it is
recognized that at times the date of discovery and development of our
remaining domestic reserves may be such as to produce a temporary
potential oversupply problem to which the rate of imports must be
reasonably adjusted. But I expressed the belief that the importing
companies can be relied upon, in the future as in the past, to exercise
sufficient judgment and discretion to solve such problems without the
need of import quotas or any other legislative restrictions or barriers.

It was pointed out that there is no evidence of any weakening
of our domestic oil producing industry whether judged by output,
by price, or by the extent of exploratory activity, all of which are
at record high levels.

The same bill which passed the House is now before this committee,
but an amendment has been proposed which would drastically restrict
oil imports. This is so contrary to the general purposes of the bill
and, I believe, to the interests of our country that I should like to
address myself principally to this amendment.

First let me point out how drastic the proposed limitation would
be. It would restrict total oil imports in any quarter to 10 percent
of the domestic demand in the same quarter of the previous year and
would limit residual fuel to a similar percentage of the previous
year's consumption of that product.

It will be noted that the 10 percent limitation would apply to the
previous year. This means that if demand increases by 5 percent a
year, which is about the average, the effect would be to restrict oil
imports not to 10 percent but to approximately 9.5 percent of the
current year's demand. Last year, that is, 1954, oil imports were
equal to 13.5 percent of domestic demand. To cut from 13.5 percent
to 9.5 percent is a reduction of approximately 30 percent. Such a
drastic limitation would among other things have an immediate
repercussion upon the volume of goods sold by United States manu-
facturers to to the oil producing countries involved, as well as to other
countries.

The President's Advisory Committee on Energy Supplies and Re-
sources Policy in its recent report concluded that for the time being
it would be desirable if oil imports could be merely held to approxi-
mately the same ratio to domestic production as in 1954 which, as
above indicated, would be equivalent to 13.5 percent of domestic de-
mand. The proposed amendment, therefore, would go far beyond
what the above-mentioned Cabinet Committee on Energy studying
this subject felt was necessary.

But more than this, the Cabinet Committee specifically stated that
it did not believe there should be any legislative action at this tin

I have already expressed my belief that importing companies can
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be relied on to exercise reasonable restraint concerning imports. Our
company in the last few years has reduced its import plans on several
occasions in view of the increased domestic productivity. Last year,
for example, when we had a large increase in our refinery require-
ments our own United States crude oil production was down. But
although we have ample supplies of our own foreign crude oil and
products available we increased our total imports by only 2,470
barrels daily 1954 against 1953 while increasing our net purchases of
United States crude oil from other producers, at full posted prices, by
37,486 barrels daily. In the present situation, although we do not
believe there has been any injury to the domestic situation from
imports, in our desire to be cooperative, we intend to conform to
the recommendations of the Cabinet Committee by holding our imports
to the same ratio as they bore last year to domestic production so long
as other importers do likewise.

It seems to me axiomatic that before the Congress would undertake
in a general trade bill to legislate the quantities of an individual
commodity which can be imported into this country there would have
to be an extremely strong case for such action and certainly one which
would be convincing to a responsible group of Cabinet members such
as constituted the recent Cabinet Advisory Committee on Energy.

So far as the domestic oil producing industry is concerned, there is
nothing in the record which would indicate such injury from imports
as to warrant the drastic interference with freedom of trade and
competition which is proposed in this amendment.

As for the degree of injury, let us look at the facts:
(a) In 1954 more oil wells were drilled than ever before.
(b) More money was expended in the search for oil than ever

before.
(c) Oil production in this country is currently at a higher level than

at any time in our history.
(d) With the exception of a few brief months after World War I

the price of crude oil is higher than it has ever been.
The charts and tables accompanying this paper show these various

things that I have just mentioned.
Is this the kind of hardship which would warrant an embargo being

erected against those who would like to utilize oil from other areas
of the world in a way which would unquestionably benefit world trade
and the domestic consumer?

As for the national defense aspect which is so often injected into
this question, certainly the above record does not indicate that our
domestic oil industry is withering on the vine as yet.

Moreover, there are two ways of looking at this question of national
defense. A great many thoughtful and patriotic citizens in this coun-
try believe it would be more advantageous from the standpoint of
national defense to utilize a larger quantity of the oil now available
to us from abroad, and thereby conserve and protect our own resources
against future possible emergencies, than it would be to cut down
imports drastically now and use up our remaining domestic reserves
that much more rapidly-with the result that perhaps in 10 or 15 years
we would no longer be able to come anywhere near meeting our
emergency requirements. We should never forget that we consume
three times as much of the world's oil as we have of its proven reserves.

But there are other objections to the proposed amendment. It
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makes no provision for any means of dividing up the drastically re-
duced quantity among the various importers. It simply says that in
any given quarter total oil imports cannot exceed a certain figure.
The only conclusion is that it would be a first-come first-served propo-
sition, with no way for any particular company to determine in ad.
vance what quantity it would be allowed to bring in. It could only
send its ships out and hope for the best. If a ship arrived before the
quota was used up, well and good. If not, the ship would simply stand
there until the beginning of the next quarter, or perhaps when it was
half unloaded the gong would ring. Intelligent planning would be
quite out of the question.

The practical result would be that the lion's share of the quotas
would go to those who could bring into play in the early part of each
quarter the largest world fleets of tankers and who had the greatest
amount of storage capacity on land. Those who had few ships and
not much storage or limited foreign operations and sources of supply
would soon find themselves in an impossible position. An electric
utility or other customer depending entirely on imported fuel, for
example, might find its source of supply suddenly cut off with little
alternative except to "black out" until the beginning of the next
quarter.

Here we have a great and important industry with thousands of
businesses and millions of consumers dependent on oil in one form or
another and at reasonable prices. To inflict upon them and their sup-
pliers the type of embargo here proposed with the weird and capricious
results which would follow is so unthinkable that it is hard to imagine
the chaos, disruption, and injustices that would result.

Even if it were legally possible or if there were some mechanism
provided to divide up the quota among the importers, the situation
would not be much better, for no one that I know of who has given
serious thought to this problem has ever been able to figure out any
feasible way of doing the job.

As I said at the beginning, I believe our country will need more oil
from abroad in future years if it is to meet the oil demand of thiq
country at reasonable prices. The only provision in the amendment,
however, for such future import needs is that the quota may be sus-
pended by the President during any period in which he finds that fuel
supplies are inadequate to meet current national consumption. It
will be noted, however, that the word "fuel" supplies rather than"petroleum" supplies is used. Is it possibly the intention that if some
fuel other than petroleum is available to those who want oil they
should be forced to use it instead? If this is not the intention, then
since the quota restrictions of the proposed amendment apply only
to petroleum, it would seem that the occasion for suspension should be
whenever the President finds that "petroleum" supplies are inade-
quate to meet "petroleum" demand. I hope we have not reached the
point in this country where we are going to try to force upon the con-
sumer a fuel he does not want rather than giving him a free choice.

That concludes my statement.
Senator CARSON. Mr. Swensrud, we appreciate very much your

statement on a subject that gives this committee and the Congress
some real problems with which it is concerned at this time.

I was interested and I would like to get at least my own thinking
cleared up on this. I note you state on page 2:
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Last year, that is 19.54, oil imports were equal to 13.5 percent of domestic
demand.

There have been so many figures thrown around, may I ask you if
that is the Bureau of Mines figures or where did we get those figures?

Mr. SWENSRUD. Yes, those are the Bureau of Mines figures. I can
give you the supporting data for it.

The consumption last year-domestic demand now, and that ex-
cludes the export demand, that is just domestic demand. That is the
way I understand this proposed amendment, it refers to "10 percent
of the total domestic petroleum demand as determined by the United
States Bureau of Mines."

Senator CARLSON. This domestic demand that would be the oil pro-
duced and consumed in this country and would not include the oil
that was exported by domestic companies .

Mr. SWENSRUD. That is my understanding, yes; that is, the con-
sumption in this country of oil products.

Senator CARLSON. It is very helhful to me if we can get that cleared
up because there are so many figures used here.

Mr. SWENSRuD. That figure last year, i. e., domestic consumption
was 7,752,000 barrels a day. Now the imports last year totaled
1,052,000 barrels a day of crude oil and products.

Senator CARLSON. That is the average for the year?
Mr. SWENSRUD. That is the average for the year, per day. These

are both on a per daily basis. Now, if you divide 1,052,000 by 7,752,-
000, you get 132 percent.

Senator CARLSON. I have no doubt that some of the confusion with
the percentages has arisen from the fact that the total production of
the domestic producers has been taken into account in some figures.

Mr. SWENSRUD. Wll, there are many comparisons that are made.
Some comparisons relate to imports of crude oil to the domestic produc-
tion of crude oil, some relate these things to the total United States
demand including the, export demand and so on, so that I was trying
to be specific here using the exact language of the proposed amend-
ment and getting the figures that correspond to what I understand to
be the standard set up in this proposed amendment, namely, that in
any quarter you would be allowed to import into this country total
crude petroleum and petroleum products in amount equal to 10 per-
cent of the total domestic petroleum demand, which last year, as I
say, was 7,752,000 barrels a day. And so the figure of our actual im-
ports last year were 131/2 percent of that quantity. I hope that is
clear.

Senator CARLSON. I think it is very helpful. At least, it helps
clarify some things in my mind.

Mr. SWENSRUD. The previous witness was asked how the imports
last year compared with the year before, 1954 versus 1953, and I
believe that the impression might have been gotten that there was a
great increase in the imports last year.

The fact is that there was practically no increase in the imports last
year for the oil industry as a whole. The figure for 1953 was 1,050,-
000 barrels per day. The figure last year, 1954, was 1,052,000, so in
the whole year there was an increase of 2,000 barrels a day.

Now, it is true that domestic production did not go up last year.
It went down slightly, but that was not because consumption didn't
go up a little or because imports increased. Imports as I just pointed
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out did not increase materially. Consumption did increase a little,
But we reduced stocks in this country a great deal.

There was an oversupply of stocks at the beginning of last year,
and they were cut down during the year, which was a very desirable
thing to do. And that is why the domestic production last year was
a little bit below the year before, and not because of imports.

Senator CARLSON. Following the same line of thought, how about
the increase in the last 6 months of 1954 as compared with the first 6
months and the present indicated imports in 1955? How about those
figures?

Mr. SWENSRUD. I am sorry, I don't have the monthly or quarterly
figures with me. I only have the yearly figures.

But I would like to say this: that this winter has been a colder
winter than we have had for several years. Now, we have a very
strong seasonal in oil imports because a large part of imports, espe-
cially in the winter, consists of fuel oils.

And in this country today the consumption of oil in the winter
months, such as January and February, is as much as 2 million bar-
rels a day greater in this country than it is in the middle of the
summer, a tremendously increased quantity of consumption in the
winter on account of the heating oil requirements.

Now, then, it is natural that in those months the industry brings in
a larger quantity of fuel oil than it would in the summer. So that
if you were looking now during these winter months at the fact that
the imports are way up above the average for the year, that is a sea-
sonal situation and doesn't prove a thing as to what the average im-
ports for the year will be.

And I call your attention again to the fact that this has been a
cold winter relatively speaking.

Senator CARLSON. You are familiar with the President's Commis-
sion Report on Energy Supplies and Resources Policy.

Mr. SWENISRU). Yes, I am.
Senator C.gRLsoN. Is it your thinking that the President's Commis-

sion had in mind the 1954 averages based on 13.5 or 16.6?
Mr. SWENSRUB. 13.5, I would say, because here is what they said.

They said they believe that oil imports should be held to the same
ratio to domestic crude oil production which they bore in 1954.

Senator CARLSON. Well, that is the point, domestic crude oil produc-
tion.

ir. SWENSRUD. Yes. Well, if you take the oil imports of last year
as a percentage of the domestic production of last year and then
take the same percentage and apply it to the production this year,
it would mean that under the Cabinet committee theory, it would be
all right for oil imports to go up to the same extent percentagewise
that crude oil production in this country might go up. Do you agree
with that?

Senator CARLSON. Well, personally I have been concerned about try-
ing to get some place where we might at least adjust these imports
to domestic production.

Mr. SWENSUUD. Yes.
Senator CARLSON. And I am greatly concerned about it. I have

been using a 10 percent figure for no other reason than it just sound
reasonable, and the basis of cost of our industry as a whole and to go
into the oil-producing areas and say, "You permit 10 percent of the
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domestic consumption to be imported," that sounds like it is a great
plenty. Now the President's Commission on Energy Supplies and
Policy Resources has said 13.5, as you express it.

Mr. SWENSRUD. Yes, that is, that their recommendation works out
to the equivalent of about 13.5 percent of total domestic demand.

Senator CARLSON. And of course, that suits me better than 16.6.
Mr. SWENSRUD. What I am saying is that the recommendations

of this Government committee is that imports go up or down from
here on for a while, at least, to the same extent percentagewise that
domestic production goes up or down-if therefore, domestic pro-
duction in this country should go up 5 percent this year, which is
probably in the order of what is likely, then I read this to indicate
that they believe that if imports didn't go up any more than that, that
would be reasonable.

Senator CARLSON. I note in your statement, Mr. Swensrud, you
made this statement:

We intend to conform to the revo,,inendation of the Cabinet committee by
holding our imports to the same level they bore last year to domestic production.

But you didn't put a period there. You say: "So long as other
importers do likewise."

Now, what assurance can we have that these imports will be limited?
Mr. SWENSRUD. Well, I can't, of course, give you any assurance as

to what other companies will do, but I think that some of the com-
panies have already spoken for themselves.

In the newspapers there was a statement by the Standard Oil of
California that it approved this recommendation and intended to abide
by it. The Texas Co. made a statement that I interl)reted to mean
that, also, and I believe Mr. Holman this morning indicated that
his company would do at least as well. And now you have our com-
pany on record to the same effect.

Senator CARLSON. Which I appreciate greatly. I want to assure
you I have not been one that has been anxious to place limitations, but
I have been so concerned about it I didn't know how we were handling
it.

It was a serious problem and is still a serious problem and one that
our committee, I know, is going to give cflnsileration to, so I do
appreciate your statement here.

Now, just roughly, how many companies import oil at the present
time, would you say? I assume many, but just the larger importations.

Mr. SWENSRUD. I would say there are something like a dozen com-
panies whose imports are reasonably important.

Senator CARLSON. You have a personal feeling that even though you
don't enter into an agreement so you could be accused of violating the
antitrust laws, that we might expect some limitations, or at least some
consideration for a limitation, based on the President's recom-
mendations?

Mr. SWENSRUTD. Yes; I think the fact that within a week or so-this
report came out on February 26, which is a little over a week ago-
but within the time that has elapsed at least four of the largest im-
porters have now expressed themselves that it is their intention to
conform to this recommendation. I think that, to me, is very
significant.

Senator CARLSON. Well, I certainly appreciate it.
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Mr. SWENSRUD. I certainly do want to add that it doesn't represent
any agreement or collusion among these companies. I am sure not a
one of them would even consider entering into any such agreement in
view of the antitrust laws.

Senator CARLSON. I appreciate your problem in that regard.
Mr. SWENSRUD. But I do think we all have a sense of great obliga-

tion and responsibility in this matter. Certainly, our company's
greatest interests are in the United States, and that goes for every
importer I know of.

Senator CARLSON. Senator Malone?
Senator MALONE. You are appearing here, as I understand it,

against the quota system of controlling imports.
Mr. SWENSrUD. I am appearing against this proposed amendment

that has been proposed; I believe it is referred to as the Neely amend-
ment.

Senator MALONE. Well, what does that do?
Mr. Sw-ENsRUD. That would restrict oil imports. Here is what it

would do: It would restrict the total quantity of crude petroleum and
petroleum products which could be imported in any calendar quarter
to not more than 10 percent of the total domestic petroleum demand
for the corresponding quarter of the previous year.

Now, as I pointed out, I believe before you came in, this relates to
the previous year, and since there is usually about a 5-percent increase
in consumption most years, that would really mean that it would limit
such imports to about 91/2 percent of the current year's domestic
consumption of petroleum. .. ,

Last year the actual imports were 131., percent of such consumption,
so it would mean il practical effect about a 30-percent reduction in
total imports.

Senator MALONE. I have always been inclined to agree with what
you have outlined of a set quota without any certain knowledge that
it was even right in the first place. The factors establishing what
wouldd necessarily bring about the objective of the quota in the first
place, made it an unnatural or just not a realistic way to go about it.

Now, I get into this business of understanding what you might be
for. Have you read Mr. Raymond Moley's column from the March
14 issue of Newsweek?

Mr. SWENSRUD. No, sir.
Senator MALONE. There may be some very interesting material here

for you. It starts out:
The proposal of a Commission of the United Nations for fixing the prices of

oil produced in the Middle East is now under discussion in Geneva and is attract-
ing wide interest in the European press. It may well provide a valuable lesson
in international economics and politics for American oil companies and, in fact,
for all of us.

I don't know whether or not you have been familiar with the work
of the Geneva General Agreement on Tariffs and Trade for several
years. Have you been familiar with that?

Mr. SWENSRUD. Not in any detail, sir.
Senator MALONE. I would just like to say I dislike advising an

important executive of an oil company, bit if I were you, I would
study it.

Now, it goes on to say:
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This oil issue has been crystallized in a report of a Commission operating
under the vague auspices of the United Nations Economic and Social Council
(ECOSOC). It is the Economic Commission for Europe (ECE). There is also
a Commission for Latin America (ECLA) and another for Asia and the Far East
(ECAFE). Our representatives on these are very loosely responsible to our
representative on the ECOSOC, Preston Hotchkiss, an Eisenhower appointee.

This ECE report has been top secret for a long time over here but it has been
plentifully leaked to the European press. It is hailed there as a body blow to
the "monopolistic" practices of the Anmrican oil companies. A copy was ob-
tained by the Wall Street Journal 2 weeks ago in Geneva and another was used
to prepare this article. It bears the title "The Price of Oil in Western Europe,'

You have not heard of any of these activities?
Mr. SWENSRUD. I have certainly heard of this report, yes.
Senator MALONE. Do you like it?
Mr. SWENSRUD. No, sir.
Senator MALONE. Well, you are going to get more of it if you ex-

tend this type of control, this 1934 Trade Agreements Act. Are you
aware of that fact, that they operate under this law?

Mr. SWENSRUD. I thought that the Commission, or whatever it is,
that got out this report, was acting under the United Nations and not
under this bill.

Senator MALONE. But you see, if we withdraw our markets from
the pot, there is no game. It is just like any sticker game.

Mr. SWENSRUD. Do you mean if we withdrew our support from
the United Nations?

Senator MALONE. If we did not pass this extension of the. 1934
Trade Act, any commodity on which there is no trade agreement
existing reverts immediately to the Tariff Commission under the
1930 Tariff Act which has one order from Congress, and that is to
recommend as a duty the difference between the cost of production
of an article in this Nation and the cost of production of that article
or a like article in a chief competitive country.

Mr. SWENSRD. But that wouldn't prevent a bunch of fellows writ-
ing a report like the one entitled, "The Price of Oil in Western Eu-
rope" would it?

Senator MALONE. But the reports would have no force and effect.
Mr. SWENSRUD. This has no force and effect, has it?
Senator MALONE. That's what you think.
Mr. SWENSRUD. I mean, it has no legal effect as far as I know.
Senator MALONE. Well, it does have the protection of what we are

doing now. If we extend this act, they are still operating under the
State Department, and the State Department is in sympathy with this
thing. Whether you have heard that or not, I don't know.

Mr. SWENSRUD. When you say "this thing" I don't quite know what
you mean. Do you mean this report or this general reciprocal trade?

Senator MALONE. The whole general policy of destroying the econ-
omy of this Nation. I don't think they thiink they are destroying
it, but they are.

Mr. SWENSRUD. I hope they are not in sympathy with this type of
report.

Senator MALONE. Well, they are. There isn't any question about it.
Mr. SWFNSRUD. It is gotten up by a bunch of fellows who probably

know nothing about the matter.
Senator MALONE. Now, I just want to refer you back. It goes on to

say here-and I want to trace this for you so as to give you a lead-
I think you, along with Mr. Holman and men like you that are heads
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of these large companies are very fine people, and you are for this
country. You think you are, but some of you ntaybe don't know ex.
actly what the effect of some of the legislation amounts to that'we
pass. And you think you are for it because it temporarily helps you:

The ECE report is aimed at 5 American and 3 European companies. They are
Standard of New Jersey, Standard of California, Socony-Vacuum, Texas, and
Gulf.

You are Gulf, aren't you?
Mr. SWENSRUD. Yes, sir.
Senator MALONE (reading)

Also Royal Dutch-Shell, the British Petroleum, and Compagnie Francaise.

The oil proposal is only the latest of many plans which have been
made. This has been made a matter of record in this transcript, so
I am only reading what is pertinent to your examination presently.

This oil proposal is only the latest of many which have been made through
the U. N. to fuse our economy with those of other nations.

Maybe you haven't thought this thing through. The ebjective of
this thing from the beginning is to fuse our economy with those other
nations.

And in every case our tradition of freedom was imperiled by the presence
among the collaborators of a heavy majority of nations in which communism
or socialism is firmly established, or in which economic liberty has never existed
or has become only a faded memory, or in which cartels and other restrictions
on enterprise have been traditional. Moreover, the Foreign Service officers and
professors who have represented us on the many groups for the most part have
b lieved that our freedom and independence must be yielded for international
friendship.

All you believe is that we must divide our markets for international
friendship. You probably think that is as far as you would go, but
you are just starting, friend.

(The article above referred to in its entirety is as follows:)

[Newsweek, March 14, 1955],

PERSPECTIVE-UNITED NATIONS AND THE UNITED STATES OIL INDUSTRY

(By Raymond Moley)

The proposal of a commission of the United Nations for fixing the prices of oil
produced in the Middle East is now under discussion in Geneva and is attracting
wide interest in the European press. It may well provide a valuable lesson in
international economics and politics for American oil companies and, in fact, for
all of us.

This oil issue has been crystallized in a report of a commission operating under
the vague auspices of the United Nations Economic and Social Council
(ECOSOC). It is the Economic Commission for Europe (ECE). There is als
a commission for Latin America (ECLA) and another for Asia and the Far East
(ECAFE). Our representatives on these are very loosely responsible to our
representative on the ECOSOC, Preston Hotchkiss, an Eisenhower appointee.

This ECE report has been top secret for a long time over here, but it has been
plentifully leaked to the European press. It is hailed there as a body blow to the
"monopolistic" practices of the American oil companies. A copy was obtained bY
the Wall Street Journal 2 weeks ago in Geneva and another was used to prepare
this article. It bears the title "The Price of Oil in Western Europe." It says
that the oil companies are getting oil in the Middle East at a very low price and
are selling it at an excessively high price. It is suggested that there should be
price fixing by international governmental machinery. This control is veiled bY
Ihe innocent word "stability." Pains were taken to include in the report details
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of actions by the United States Government against the American oil companies
Involved. There is also an attack upon the companies in a 1952 report of the
Federal Trade Commission.

The ECE report is aimed at 5 American and 3 European companies. They are
Standard of New Jersey, Standard of California, Socony-Vacuum, Texas, and
Gulf. Also Royal Dutch-Shell, the British Petroleum, and Compagnie Francaise.

It is alleged that most of these companies tend to peg their European prices to
the prices in the Western Hemisphere.

The allegations of fact in this E('E report are violently denied by the American
companies. One of them says that the report overstates the net received by the
various companies from middle eastern crude by 100 percent.

These regional commissions-the ECE, ECLA, and ECAFE-go it pretty much
as they choose. The ECAFE, for example, organized studies of the marketing of
hides in Pakistan, the relative advantages of electric or hydraulic transmission
in diesel locomotives, and the planning of waiting rooms at Indian railway sta-
tions.

The oil proposal is not on a par with these trivia. It would provide an oppor-
tunity for the Soviet not only to use an international commission to smear
American companies but to get its paw into the middle eastern oil situation. For,
since the Soviet is on the ECE. it would, in fact, be playing an important part in
regulating the industry there and in fixing the prices of American oil companies.

The United States is represented, too, but would be hopelessly outnumbered by
Communist and Socialist countries.

This oil proposal is only the latest of many plans which have been made through
the U. N. to fuse our econoiny with those of other nations. And in every case our
tradition of freedom was imperiled by the presence among the collaborators of a
heavy majority of nations in which communism or socialism is firmly established,
or in which economic liberty has never existed or has become only a faded mem-
ory, or in which cartels and other restrictions on enterprise have been traditional.
Moreover, the Foreign Service officers and professors who have represented us
on many groups, for the most part have lilieved that our freedom and inde-
pendence must be yielded for international friendship.

Most of this goes back to the commitment of the United States in article 55 of
the U. N. Charter, adopted in 1945, which somewhat vaguely pledged us to a
large number of international experiments in social and economic affairs. To
implement this, the ECOSOC busied itself early in 1946. It had as a guide a
document of our State Department entitled "Proposals for Expansion of World
Trade and Employment." There was created a "preparatory" committee to
make plans. Then there ensued those 4 years of naivete when compromise with
Marxism seemed not only inevitable but desirable.

The Havana Charter of 1948 would have committed us to international price-
fixing of basic commodities, tariffs, and trade controls, measures for full employ-
ment and, strangely enough, trust busting. President Truman sent the Havana
Charter to Congress which refused to do anything more than to hold some hear-
ings. But in 1949 we entered the International Wheat Agreement and through
the State Department actively participated in many international economic com-
mittees and commissions. Prime Minister Attlee came here in December 1950
to plead for international control and allocation of raw materials so that his
country could get the things it needed "at the right price." Our State Depart-
ment complied the next month and created what was known as the International
Materials Conference. This had no legal standing but set out to allocate stra-
tegic materials and fix prices. This brought forth plans for agreements covering
cotton, wool, copper, lead, zinc, sulfur, and other materials.

In 1952 the Paley Commission (President's Materials Policy Commission)
made the statement that, regardless of the failure of Coonaress to act, the United
States was bound under a resolution of the ECOSOC to "recognize chapter VI
[of the Havana Charter] as a general guide." Despite violent protests in
Congress, the collaboration went on in one form or another. In 1953 we entered
the International 'Sugar Agreement and extended the International Wheat Agree-
ment for 3 years.

Thus encouraged, the State Department proposed a tin agreement last year.
It was given up by the administration after a hard fight between the State
Department on one side and the Interior and Commerce Departments on the
other. Meanwhile, the Randall Commission roundly condemned participation
by the United States in international commodity agreements and Preston Hotch-

59884-5--5-pt. 2-31
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kiss of ECOSOC has vigorously opposed them. The ECE seems to assume that
these objections can be avoided.

It is significant that the current oil report is the product of the Secretariat of
the ECE at the head of which is Gunnar Myrdal, a Swpdish Socialist. He first
appears in American annals as a beneficiary of a Rockefeller fellowship. Next
he was employed by the Carnegie Corp. to make a $250,000 survey of the Negro
problem in our South. This report in 1944 had some strong things to say about
the United States. Our Constitution was "impractical and unsuited to modern
conditions" and its adoption was "nearly a plot against the common people."
We had "a low degree of respect for law and order" although we "desire to
regulate human behavior tyrannically." Our legal culture, moreover, was"anarchistic."

Myrdal in 1946 told a Wall Street Journal reporter that in behalf of Swedefi
lie had made a big deal with Soviet Russia because he believed that the United
States was going into a depression. In 1949, as executive secretary of the ECE,
he received a grant from the Rockefeller Foundation for scholarships for Euro-
pean students. Last year Columbia University selected Myrdal as one of those
to be highly honored at its bicentennial. He was given a degree of Doctor of
Humane Letters as one who had made "the world his classroom."

In any event, these many benefits and honors for Myrdal, coupled with the
present attack upon the American oil companies, can prove to Americans not only
that they are a very generous people but that when oil money is given for cultural
purposes it has no strings. This at least can give our oil companies some melan-
choly comfort.

Mr. SWENSRUD. Well, I think we could have a long discussion of
the philosophy of trade. I certainly do not like some of the trends in
these commissions of the United Nations that are dealing in a sort of
irresponsible vacuum, with so-called social and economic problems.
It doesn't seem to me that was a proper purpose of the United Na-
tions, and I hope that someday somebody will do something about
that.

But so far as our trade with the rest of the world is concerned, I
don't consider that very academic when you consider that our coun-
try is exporting something like $13 billion worth of merchandise
and 5 or 6 billion dollars' worth of services per year, and the question
is, How do we get paid?

Senator MALONE. How are you doing it to start with? Do you have
any idea, at all? Tell me.

Mr. SWENSRUD. About what?
Senator MALONE. How are you exporting this 13 billion? Of what

does it consist?
Mr. SWENSRUD. Well, it consists of crude materials, crude food-

stuffs, manufactured foodstuffs, and beverages; some semimanufac-
tured and some finished manufactured. It is mostly in the manu-
factured category. For the last 12 months something like $12 billion
out of our $15 billion of exports were manufactured products, manu-
factured in this country and shipped abroad.

Senator MALONE. Paid for by taxpayers' money, a lot of it.
Mr. SWENSRUD. I beg your pardon?
Senator MALONE. A lot of it paid for by taxpayers' money.
Mr. SWENSRUD. Well, you mean that we didn't import enough to

enable the people we exported to, to pay for it?
Senator MALONE. NO; I mean the Congress of the United States

appropriates the money and sends it over there to pay for it.
Mr. SwENSRmD. That's right. There are only two ways you can

export things. One is to give them away, and the other is to get paid
I prefer to get paid.
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Senator MALONE. Why don't you just prefer to have what you call
legitimate trade so you don't insist on sending more than they can
pay for with their earning power each year?

Mr. SWENSRUD. You mean restrict the exports to whatever the
imp orts are?

Senator MALONE. Leave it to the fellow selling it. He is not going
to sell it if he doesn't get the money. You know that as well asI do,
unless the Congress appropriates the money for him to be paid.

Mr. SwENsRn. I take it what you are suggesting is, we would
shrink our exports down to whatever our imports are.

Senator MALONE. I am not suggesting we shrink anything. I am
suggesting that we use a little common horse sense in export and im-

port with the people exporting getting their own pay, and when they
import we pay them, and not try to force them as we do now, because
when you do it you have to furnish the money to pay for it. It is
just like if you put one of your gas stations down here, and it isn't
doing very well, so you go to the bank and borrow a few thousand
dollars to scatter out among people like me to buy gas from you.

Mr. SWENSRUD. If you mean we ought to quit giving aid to other
countries to enable them to import our goods, I would agree with you
as aprinciple.

I don't think we could continue for too long to keep giving money
away to other people to buy our goods with. We have either got to
get paid in goods, or we have to reduce our exports, one or the other.

Senator MALONF. Why don't you? Why aren't you content with
legitimate trade just like a store downtown?

If no one comes in to trade, they don't go borrow money and give it
to a lot of bystanders to come in and buy stuff. And that is exactly
what we are now doing, and what you are advocating.

Mr. SWENSRUD. I agree with you 100 percent that we should not
finance our exports by giving them away.

Senator MALONE. I don't see how you can agree with me, because
what you want to do now is to divide the trade of the country, to do
away with the domestic jobs and to do away with the production here,
with lower tariff, to pay for it instead of sending the money. But
you are sending the money and the goods both, now.

Mr. SWENSRUD. Well, I think you have got to always look at both
sides of these things, the imports and the exports, because they have
got to balance in the long run, unless you want to give your goods
away.

Senator MALON E. Do you ever know of a period when they didn't
balance, unless someone interfered with it and took fresh money and
put it over there to buy extra goods?

Mr. SwENsRuD. No; they have got to balance.
Senator MALONE. Why of course they do.
Mr. SWENSRUD. Except if you finance it in some other way than by

getting paid.
Senator MALONE. Then the greatest hoax that the world has ever

seen is the dollar shortage. I would like to buy more gasoline from
you, I would like to have an extra automobile. Why don't I get it?
Because I have a dollar shortage.

Mr. SwEnsRuD. I have often used that same example, Senator
Malone, that the dollar shortage that other nations have is a great
deal like the dollar shortage of the average American family.
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But I will say this, just speaking as a citizen, as we all are. I believe
that in the interests of keeping some of the nations in the orbit of the
free world, perhaps we were well warranted in giving them a itte
catalyst to get started on. Now how far that should continue is a
question.

Senator MALONE. Are they in the orbit of the free world? Arenj
they trading with Russia, aren't they trading with the Iron Curtain
countries? Aren't they trading with China and advocating that
China be made a part of the United Nations, every one of them
Are they, or are they not?

Mr. SwENSRUD. Well, all I would say is that to my mind some of
the aid we gave away in some countries was perhaps warranted up
to a certain point. But in any event, that is passed. We have got
to look to the future. We can't expect to finance our exports by
continuing to give them away.

Senator MALONE. You are sitting here advocating an extension of
an act under which we are giving industries away, giving jobs away.

Mr. SWENSRUD. Well, I always come back to the fact that-
Senator MALONE. Let's have the facts.
Mr. SWVENSRUD. That the people who made the $12 billion of manu-

factured goods that we exported from this country, they have jobs too.
You don't hear much from these people who made these goods that

went abroad, because you are always hearing from the fellow who is
adversely affected by some particular import. But in the last year
we imported $6 billion worth of manufactured products and exported
$12 billion worth.

Now, I should think that there were more jobs in this country
involved in manufacturing the products we exported than there would
have been in manufacturing the products that we would have made,
instead of importing them.

Senator MALONE. What we have done is overbuild our production
here for our domestic market, and now we must give somebody the
right to trade away other production, our regular producing indus-
tries in this Nation so we can sell those manufactured products. That
is what you are advocating.

Mr. SWENSRUD. No, I am not advocating giving away, I am advo-
cating getting paid, and in the last analysis, in foreign trade, the
onlv way anybody can pay you is with goods or services.

Senator MALONE. That wasn't what I asked you, and I think maybe
you understand. If you didn't, I am going to ask you again.

Mr. SWENSRUD. I am sorry.
Senator MALONE. You are advocating, whether you know it or not

that you allow products to come in here that displace the working-
men and the investors' money, to give them some money to pay thn
for the manufactured products that were overproduced in our own
markets.

That is what you are advocating.
Mr. SwENSEUD. If you cut down the manufacture of those products

we are exporting, that would cause unemployment too, would it not!
Senator MALONE. Where are you going to stop? Will you adv,

cate doubling this production again?
Mr. SWENSRUD. I think it is a matter of balance. There are certih

things we need in this country. One of our big exports is coffee
another is cocoa.
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Senator MALONE. Imports, you mean.
Mr. SWENSRUD. Imports, I beg your pardon. We possibly could

grow coffee and cocoa and bananas.
Senator MALONE. Of course, that is the silliest thing on record, and

you know it.
Mr. SWENSRUD. Sure it is.
Senator MALONE. Bananas. I suppose you would have a tariff on

everything. I heard that one time on the television, but I haven't
been able to get the fellow back on television that said that. Now
you know better than tha just as well as I do. You know it is silly.
Now let's get down to bedrock.

Senator GEORGE. May I remind the Senator that "silly" is a bad
word. It was discussed over on the floor just a few minutes ago.

Senator MALONE. If I think a word illustrates what I think about
it, I will use it.

Senator GEORGE. I just wanted to warn you that that is a bad word.
Senator MALONE. I know it is and I will try to get something that

more nearly represents what I mean. I believe I can think of it
pretty soon.

Now you know very well that we have never had a tariff on any-
thing unless we have had a material production of that product in
this country, so why you bring up-of course I know why you bring
it up, because somebody is going to print it.

But let's get down to bedrock and a little horsesense and talk about
the 40 percent or the 45 percent of the materials in this country that
we have had a protective tariff on for many years.

Mr. SWENSRUD. Right.
Senator MALONE. We had a policy laid down in the Tariff Commis-

sion, a principle based upon fair and reasonable competition, so that
there is only one factor that they took into consideration, and that
still is the law of the land if this particular bill is not extended.

The Tariff Commission doesn't go out and look for some great
international or political situation. They are not going to try to
save the Albanians from Italy, or something else.

What they are looking at is a fair and reasonable basis to protect
American workingmen and American investors, the small investors,
not the Gulf Oil Co. or the Standard Oil or somebody else that can
go to foreign countries and invest their money and bring it back, but
the little people who can't do it.

Now we have changed the policy to a matter of letting one man
take all these various considerations, to say whether or not you are
going to lower a duty to allow more stuff to come in, and either trim
an industry down in this country and ship a part of the job abroad,
or whether you are going to ship all of them in any particular industry
or any number of industries. Now I understand that you are for the
latter principle.

Mr. SWENSRUD. Yes. I believe the reciprocal trade principle is a
better principle than the one that you referred to.

Senator MALONE. I just might ask you where you got the reciprocal
word. Did you invent it?

Mr. SWENSRUD. No.
Senator MALONE. Well, nobody invented it in the United States, I

assure you of that. It is not in the bill, it is not in the title. It was
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invented by the London bankers to sell free trade to this country, and
I guess it made the grade.

Mr. SWENSRUD. I am only using it to identify what you are talking
about.

Senator MALONE. Well, I don't even know what you are talking
about.

Mr. SWENSRUD. I think you have described very well the situation
before we had the present law. I like the present situation better than
I do the one that preceded it.

Senator MALONE. What you want then, and I have your answer in
the record, which is good enough, is to get away from the principle
laid down by the Congress in 1930 with the Tariff Commission on a
basis of fair and reasonable competition to give access to American
workingmen and small investors to the American markets, and you
want one man vested with the power to take any factor into account
that he wants, either in the United States or in foreign countries, and
trim that protective duty below the fair and reasonable competitive
level. That is what you want, is it not?

Mr. SWENSRD. Well, you are sort of putting words in my mouth.
Senator MALONE. I didn't know that. I want you to tell me.
Mr. SWENSnUD. But I believe that in complicated matters of world

trade, it is a crood deal like any business. It is a complicated operation,
Senator MYALONE. What is complicated about it? You are trading

one industry for another.
Mr. SWENSEUD. We are trying to find goods that we can accept for

$15 billion worth of stuff we want to export. Somebody has got to
have some leeway, it seems to me, to work out trades.

If we want to continue these exports, we have got to be in a trading
mood. I believe that that is a better principle to be willing to trade
with the other guy than to just erect some kind of an edict and say,
"Unless your cost is higher than mine, you can't bring anything in
here."

Frankly I don't see how under the principle you are talking about
we would have any imports, or very much, if nothing could be imported
unless it cost more than the home product.

Senator MALONE. I want you to answer. Did I say that?
Mr. SwENSntrD. Well, it seems to me that is the implication of it.
Senator MALONE. You simply misinterpreted it. Let me tell you

what I did say: That they laid down a policy in 1930 on the basis
of fair and reasonable competition, and the Tariff Commission in
so many words in that act was directed to determine the different.

Mr. SWENSHUD. Yes.
Senator MALONE. A reasonable production cost in this country and

a reasonable production cost of a like and similar article in another
country, and that would be the duty, in other words.

In the Middle East on that question you would be given equal acce
to the American markets. Does that look like you would have to
produce it at a lower cost? Now let's look at the thing squarely and
say what it means.

Mr. SWENSRUD. Well, there are some things we need completely.
I take it you believe it would be silly to use an illustration of banan,
because there is no practical chance of raising those here, so you
are talking about things that we do manufacture here.

1106
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Senator MALONE. My friend, that is all we have-been talking about

for 75 years.
Mr. SWENSRUD. Right, but that becomes a matter of degree. I

might make a trade with somebody to trade something I have got
for something he has got, and even though I could make what he
wants to trade me, still it might be a good trade for me.

Senator MALONE. I think it is a good trade for you, that is exactly
what I do believe.

Mr. SWENSRUD. I am talking about the United States now.
Senator MALONE. Well, I am talking about the United States and

I am talking about the people of the United States.
In other words, we have a higher living standard, we have a greater

investment.
It costs us more to do business in the United States, so what I

am talking about is that principle that Congress already laid down
in the 1930 act where they said, upon our living standard-they didn't
say those words but it said the cost of production, assuming our
living standard, of course, is higher than the cost of production in
the chief competitive nation, and recommend that that be the tariff.
And that meant holding our economy intact.

Mr. SWENSRETD. But I believe it is true, Senator, that our living
standard has gone up a great deal since that system was changed.

Senator MALONE. It has been going up for 75 years, my friend.
Mr. SWENSRUD. That's right.
Senator MALONE. And it didn't start to go any faster except under

inflation.
Mr. SWENSRUn. That is right.
Senator MALONE. After you )assed that act. Now you have cheap-

ened the dollar 50 percent.
Mr. SWENSRUD. Yes.
Senator MALONE. And that in itself lowered the tariff.
Mr. SWENSRUD. But the real standard of living has gone up too.
Senator MALONE. At just about the same rate as itlas been going

up for the last 50 years.
Mr. SWENSRUD. Perhaps so.
Senator MALONE. I guess that is about right. So you don't think

this act put the real standard of living any higher, do you?
Mr. SWENSRD. Yes, I do. I believe that international trade is a

little bit like trade within our own country. I don't believe it would
be sound for each State to erect trade barriers against other States
even though it could make a particular thing instead of importing it
from another State, by "importing" meaning shipping from one
State to another.

I believe one of the factors that has had a good deal to do with our
progress in this country is the fact that it is a great area in which
there are no trade barriers. I don't advocate getting rid of all trade
barriers in our foreign trade, you understand, because we are dealing
not with a theory but with a fact. But I do believe that it is in the
interest of our country, in view of its great concern with interna-
tional problems today and its great interest in exports, that we should
be generally on the side of helping to promote more world trade.

Senator MALoN-E. Well, I guess that part of the Constitution of
the United States you must have read. Some people do want to take
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in outside noncontiguous areas of States. As a matter of fact, some
people want to go that far and take in the European countries as
States and have one United States of the World.

Mr. SWENSRUD. Yes.
Senator MALONE. And if you have one economic world, you might

just as well do that, because if you open these markets to ship in the
low-cost labor products there is no difference in the ultimate effect
in letting the bars down and bringing the low-cost labor right in
here.

So I think you are on your way, and, as a matter of fact, if you will
read this article by Dr. Moley, maybe it will stir you up just a little
on this business, but I have had the answer I need in the record.

You are for changing the principle from a fair and reasonable
competitive basis that is laid down in the act of 1930, where the only
criterion is the difference in cost of production, and that only on the
articles that we have produced a very great percentage of-we have
never had a tariff on anything else that I know of-to the principle
that you put these additional political factors in it, the relationship
between industries in this country, or the political unrest in Europe,
and on any pretext you can lower the duty. We have lowered the
duty in many cases below that differential of cost of production, and
that is what you are for, and I will ask the question again-

Mr. SWENSRUD. Provided that we get from other nations to whom
we made concessions, concessions from them that help us export our
goods from this country.

Senator MALONE. Well, you have opened up a very interesting
question or proposition. I intended to bring it up.

Do you know of any nation that has ever kept one of these trade
agreements? If you would mention 1 or 2, it would be very helpful
to this discussion.

Mr. SWENSRUD. That has kept its agreements with us?
Senator MALONE. Yes, kept the spirit of their agreement, that

didn't have quotas, permits for exchange, pennits for import, and
changed the value of their money?

Mr. SwnNsnvD. As far as I know, Venezuela has kept its agree-
ment to the letter.

Senator MALONE. Do they have permits on imports?
Mr. SwFNSEUD. Into their country?
Senator MALONE. Yes.
Mr. SWENSRUD. They have tariff duties.
Senator MALONE. They are higher than ours in most cases, and they

also have permits.
Mr. SWENSRUD. Well, they import more from our country than we

import from their country.
Senator MALONE. Answer my question. Do you know whether

they have permits?
Mr. SWENSRnD. I do not know their particular rules and regular

tions as to imports.
Senator MALONE. Well, I do know.
Mr. SwENSRUD. But I do know this, Senator: That they buy Sa

awful lot of stuff from this country, and I am sure you know that, too.
Senator MALONE. Why, certainly. But they do have the per i1I

system -
Mr. SWENSRuD. That may be.
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Senator MALONE. On imports, and they do have tariffs in many
cases higher than ours.

Mr. SWENSRUD. Yes; I believe that is true. They have copied that
from our infant-industry idea to some extent.

Senator MALONE. Copied? Why, they are higher than ours.
Mr. SWENSRUD. Yes; I think that is deplorable.
Senator MALONE. Yes-well, I bet you do. But you still want us

to lower ours.
Mr. SWENSRUD. I haven't said anything about lowering tariff rates

on oil. I have said that I believe in the principle of this bill of put-
ting our administration in a position where it can do some trading.
If somebody else will lower their tariffs, we ought to lower ours, if
it will stimulate our trade with them.

Senator MALONE. Now, if you know as a fact-and I think you do-
that they don't live up to these agreements at all-

Mr. SWENSEUD. 1 don't know that as a fact. I want to make that
clear.

Senator MALONE. I wish you would check it. You are in the im-
porting business.

Mr. SWENSRUD. Yes.
Senator MALONE. Now let me ask you another question. Do you

believe, as Mr. Holman believes, that you ought to be allowed to deter-
mine the amounts of imports and balance it against whatever is pro-
duced in the United States and be allowed to do that yourselves as
importers?

Mr. S ENSRUD. Yes; I do, under the circumstances, because, as I
have said on this occasion and on others, I believe that is a satisfactory
system that has worked in the past and can be expected to work in
the future.

Senator MALONE. It is certainly working all right, for you. Now,
will you extend that system to all importers of goods to allow them
to determine-

Mr. SWENSRUD. I think
Senator MALONE. Wait a minute until I ask you the question.

Would you give the same privilege to determine hlow much should
be produced here in each case and how much should be imported to
the importers of textiles, the importers of machine tools, the importers
of glass, and of other products?

Mrl'. SWENSRUD. I believe we should have a minimum of Govern-
ment control over business, whether it be in telling an American busi-
nessman what lie can produce, a farmer what lie call raise, or an
importer what he can import.

Senator MALONE. That is not an answer to my question at all.
Mr. SWENSRUD. That is the best I can give you, sir.
Senator MALONE. I am going to ask it again. I don't think it is

as good as you can do.
Mr. SWENSRUD. I am sorry.
Senator MALONE. Are you in favor of allowing any importer of

goods that also might produce the same kind of goods here to deter-
mine how much will be produced in this Nation and how much will
be imported, and balance the market?

Mr. SWENSRD. Unless there is some compelling reason to the con-
trary, I would believe that under whatever the tariff rate is, he should
be allowed to import whatever he wants to import.
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Now, if there is a compelling reason of national defense or some
other reason, well then that would be something that the Governmen
should deal with as the circumstances might require. But if it is just
a matter of trade and competition, I believe in a good deal of freedom.

Senator MALONE. Well, you believe in the freedom that American
companies that are big enough to go abroad and use cheap labor should
balance imports against domestic production and have that authority
themselves?

Mr. SWENSRUD. Well, now when it comes to this cheap labor, let
me read this little paragraph. This is from the testimony given by
the head of one of the largest Venezuelan companies.

Senator MALONE. First I want to know if you are going to tell me
the labor in Europe is not any cheaper than it is over here?

Mr. SWENSRD. No, sir; our company is not importing anything
from Europe as far as I know.

Senator MALONE. I didn't ask you that. This is a question based
on your answer before. If you think you as an importer and local
producer should be able to balance the domestic production against
the imports, why would you deny it to anybody else wherever it comes
from.

Mr. SWENsRD. I get back to the point that if our country wants
to continue its exports, which are very large, it is going to have to
import something to enable the people who buy our goods to pay for
them.

It is therefore a question of what shall we import, and I think that
is a very complicated question.

Senator MALONE. It is very complicated if you start to reach out
and put somebody else out of business with the imports so that the
dollars go over to buy what you import.

Mr. SWENSRD. That has got to be weighed, of course. You have
got to weigh the injury that might be done by importing a certain
thing against the benefit that will come from exporting a certain
thing.

The only trouble, as I say, you don't hear much from the exporters
because it is usually the importers who come to talk about some par-
ticular thing that is affecting them. That is easier to see and under-
stand.

Senator MALONE. You heard of Mr. Reuther?
Mr. SWENSRUD. Yes; I have heard of Mr. Reuther.
Senator MALONE. Well, I guess he is for the same thing you are.
Mr. SWENSRD. I don't know what Mr. Reuther's views are on a lot

of things.
Senator MALONE. I will tell you what they are. It is free trade.
Now, let me ask you something else. You say that somebody has

to judge how much to import and how much to export. I have already
explained to you the principle so that it gives every area in the United
States a chance to develop, and that is what we thought the Consti-
tution provided for. Un er your system, it does not.

But under the system that you advocate, you give one man the full
authority to rearrange-I'll watch the time, too, if it isn't going to
bother you. If you are in a hurry, we may quit this and you meago.

Mr. SWENSRUD. No; I am not.
Senator MALONE. All right.
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You give one man the right to rearrange the industrial map of the
United States of America; that is what you are advocating and that
is what we have done now for 21 years. Do you agree with that?

Mr. SWENSRUD. Well, I think that is an oversimplification.
Senator MALONE. Well, how much is the oversimplification, if you

know, for example, where the glass companies in West Virginia are
down to about 50 percent of their production, if you know that the
crockery firms, from importations of crockery, are down to about
30 percent, many of them out of business, if you know that the textile
industry is down, if you know that the mineral industry is down.

Now, how is it an oversimplification when you have very patently
increased the imports by lowering the duty so that you can buy some-
thing else? Isn't that a rearragnment of the industrial map of the
United States?

Mr. SWENSRUD. Well, we are exporting a good deal of metal prod-
ucts from this country. Iron and steel manufactures, $300 million;
steel manufactures, $200 million; iron and steel advance manufac-
tures, $300 million

Senator MALONE. How much do we get paid for out of that?
Mr. SWENSRUD. Nonferrous metals, $200 million
Senator MALONE. How much do we get paid for, or ask for pay,

and how much is the taxpayer of the United States paying for what
you just read?

Mr. SWENSRUD. About $2 billion out of about $15 billion, I would
say.

Senator MALONE. Well, we appropriate about $5 billion each year,
so I know it is more than that.

Mr. SWENSRUD. Well, the military expenditures come in there, too.
Senator MALONE. Yes, and the military is added to that. They

give away the military, and I don't know exactly how much that
amounts to, but $3 billion or $4 billion.

Mr. SWENSRUD. But our exports do exceed our imports.
Senator MALONE. So there are $7 billion or $8 billion that we give

away, and when you subtract what you give away in cash and what
you give away in military equipment from your exports, as you have
outlined them, you come right back to about 41/2 or 51/2 percent of
legitimate trade in the United States of America, just the same as it
has been for that 40 years. Is that about right?

Mr. SWENSRUD. Well, I don't know those figures, but I certainly
think we have an abnormal situation now-we have got what we might
call an export-import gap. It has got to be cured one way or an-
other. We have either got to reduce our exports or increase our
imports.

Senator MALONE. It could be cured by just a little commonsense and
not sending stuff you can't get paid for, couldn't it?

Mr. SWENSRUD. That would be reducing our exports.
Senator MALONE. How do you think you would increase export in

business when you have more gas to sell than the people have money
to pay for, or are willing to pay for? You just quit producing that
much, don't you?

Mr. SWENSRuD. I am not saying that isn't the thing to do. I am
saying one or the other must be done.

Senator MALONE. Yes, I see what your point is now. Your point
is that either you have to utterly destroy some other productive indus-
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try here and allow these manufactured products that we have been
giving away to be sold and get the money, or else we have to fit our
production to the-

Mr. SWENSRUD. It might be better, conceivably, to reduce our ex-
ports and make them balance up with our imports.

All I am saying is we have got to balance it up sooner or later if
we are not going to keep on giving stuff away.

Senator MALONE. Do you advocate continual appropriations to give
to Europe?

Mr. SWENSRUD. No, sir; I do not.
Senator MALONE. I have never been for it, and I spend 2 or 3 days,

sometimes, discussing it, but I haven't been very effective thus far.
But the vote of the Senate and the vote of the House determine

those things. I never kick about it after it is over. I do all my
fighting between bells.

Now, if you will just let the businessmen of America alone and
put this trade on the basis of fair and reasonable competition, don't
you believe that it will balance itself?

Mr. SWENSRUD. Yes; I think that is the best principle.
Senator MALONE. Thank you.
That is enough, if you think that is the best principle.
Mr. SWENSRUD. I am talking about the principle of competition.
Senator MALONE. Yes: I mean competition.
Now let's go into that a little, as long as you have modified your

answer.
In competition between domestic producers, I never heard a fellow

kick because he got whipped. He will grumble a little bit, but then
he will go home and sleep over it and look for something else.

Mr. SWENSRUD. That's right.
Senator MALONE. Because that was a domestic producer that licked

him in the market, paying about the same wages and about the same
taxes, and everything else.

But what our discussion is about today is the competition that
sends this stuff in at pay wages anywhere from one-tenth up to, say,
one-third or one-half of ours, and no taxes at all in some cases. We
are paying France's taxes.

Mr. Sw-NSRUD. Let me say, as far as oil is concerned, we pay about
the same taxes in every country where we operate as we pay in the
United States, percentagewise. In practically every country where
we produce oil the tax is on the order of 50 percent.

Senator MALONE. Yes. Let me finish this other thing, though. It
is the difference in wages that we equalize, the difference in wages, the
difference in taxes, as affecting wages. Sometimes the labor is not
quite so effective.

Mr. SwENSRUD. In Venezuela the common labor gets an annual wage
of $4,300.

Senator MALONE. If you don't mind, I will finish this. I was inter-
rupted twice, and I am going to let you finish when you finally start

The purpose of the duty has never been any more, although some-
times mistakes are made, than to balance the difference in cost of
doing business here and in the chief competitive nation on each prod.
uct. That has been the theory of it, and while sometimes misakes
are made, they are generally corrected.
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And there is plenty of machinery in that 1930 Tariff Act to correct
any mistakes that are made. If you will read it, you will know that.

Now, what you fellows are advocating-and that is what this bill
does-is to allow exceptions to be made by the decision of one man
to destroy or injure one industry to theoretically build up another.

That is exactly what the theory does. Also, if you will refer to the
entire article that I have put in there, you will have some idea of what
is going oil here. If we extend this act, we continue to put our mar-
kets in the pot, and that means General Agreement oil Trade and
Tariffs at Geneva can continue to move on this thing, it means the
United Nations, the Assembly, and all the other trick world trade
organizations set up, are continually dividing all the markets of the
world, with our markets in the pot.

Now, if we don't extend it, immediately we go back to the prin-
ciple of the 1934 Tariff Act, and our markets conie out of the pot.
I will guarantee you there is no game when our markets come out of
the pot. That is a sucker game, and I expect you have heard of those
kind of games where, if the mai with the money doesn't sit down, the
game doesn't go on.

Mr. SWENSRUD. Yes; I have heard of that.
Senator MIALONE. PiWhe trade agreeiients, all the conimmodities on

which trade agreements have been made, remain in full force and
effect unltil the President himself cancels those agreements.

And as he does, they revert to the Tariff omissionin on the same
basis.

And finally, you have exactly wiat you just said you wanted a
minute ago, and then niodified i't, alnd that is a trade on the basis of
fair and reasonable competition, and that doesn't seem so far out of
line, does it?

Mr. SwENSRt D. Well, I think I have already answered the question
you have asked me.

Senator MALONE. I think you have. You said you felt that was all
right.

Mr. SWENSRUD. I said that I believed that our present system of
being able to do some trading with other countries was a better sys-
tem than the one that preceded it.

Senator MALN,)Ni.E. And, of course, all I have told you is that the way
you have increased the trade is to give the stuff away, and I hope
you have some of your technicians check that statement. I think
I am entitled to have you do that.

Mr. SWENSRUD. I will be very glad to do that, and I would certainly
not disagree with you that there have been some poor administrators
in the past on many of these things. I hope it is going to be im-
proved.

Senator MALONE. Well, could I say something to you in closing:
That no human being in the world and no group of human beings can
tell by what move or how to cause a more correct measuring of all the
economic factors even un the domestic field or even on one business.
If they could, they would all be rich.

So who do you get down here? You get the second and third eche-
lons down here in the State Department, and they are the same ones
that have been there, generally speaking, for 20 years, until they have
died or retired for old age. They are the same ones that are over
there at Geneva.
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They are not going to change. One reason is you can't change
them. They are all under civil service.

So you have a President in the White House, one of the finest men
it has ever been my pleasure to know, and he is the victim of these
people. The way they advise him, he thinks that he is doing no damage
to anybody, and the damage is already done. So now %e asks for
authority to utterly destroy them, and doesn't even realize it.

I am finished, Mr. Chairman.
Senator CARLSON. If there are no further questions, we thank you,

Mr. Swensrud, for your appearance before the committee.
The next witness is Mr. Philip Cortney, the United States counsel

of the International Chamber of Commerce. Mr. Cortney.
Mr. CORTNEY. Mr. Chairman-
Senator CARLSON. We are very happy to have you before our com-

mittee, and will be glad to have you proceed in any way you care to,
either by an oral statement or whichever way you want to have it.

STATEMENT OF PHILIP CORTNEY, MEMBER OF THE EXECUTIVE
COMMITTEE, THE UNITED STATES COUNCIL OF THE INTERNA-
TIONAL CHAMBER OF COMMERCE

Mr. CORTNEY. With your permission, Mr. Chairman, I shall start
with an oral statement.

My name is Philip Cortney. I am a trustee and member of the execu-
tive committee of the United States Council of the International
Chamber of Commerce. I am appearing here today on behalf of the
United States council to urge enactment of H. R. 1 without weakening
amendments.

I am also president of Coty, Inc., an American corporation. Prac-
tically everything my company sells is manufactured in the United
States.

Competition in my industry is extremely keen. A lowering of
tariffs can only increase imports from Europe, and therefore would
hurt the immediate selfish interests of my company. Yet I favor a
lowering of trade barriers because everything I learned teaches me
that international trade is a factor making for peace and fosters both
employment and the standard of living in our country.

The United States council is an association of private business enter-
prises and trade associations which represent the interests of the Amer-
ican business community in the International Chamber of Commerce.
A similar organization represents the business interests of 30 different
nations.

In view of the United States council's international affiliations, I
wish to make clear before expressing opinions on the legislation you
have under consideration that the views I present are those of Ameri-
can executives exclusively. Before I read to you the prepared state.
ment-

Senator MALONE. Mr. Chairman, it is a little hard to understand
this gentleman. I wonder if he would talk a little louder.

Mr. CORTNEY. Yes; I will.
Senator CARLSON. I think it would be well, too, if we could have

a little more order and less confusion in the hearing room.
You may proceed.
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Mr. CORTNEY. Before I read to you the prepared statement,, I wish
to point out by a complete example the spirit in which the United
States council-

Senator MALONE. What page are you on now of your statement?
Mr. CORTNEY. Is it loud enough?
Senator MALONE. What page are you on of your statement?
Mr. CORTNEY. I am not on my statement.
I wish to point out the spirit in which the United States council and

the international chamber approach the question of international
trade.

As you know, those in our country who oppose a liberalization of
trade were also opposed to the ITO Charter. Yet both the United
States council and the International Chamber of Commerce joined
with those who favor tariffs and other trade barriers in the fight
against the ITO.

Senator MALONE. Mr. Chairman, I dislike to interrupt the gentle-
man while he is reading his statement, but this apparently is not in-
cluded in his statement.

Did you ever hear anybody talk about a high tariff? Did you ever
hear of one of us that are for this equalization of the cost of produc-
tion in the foreign countries and in the United States, talking of a
high tariff?

Vr. CORTNEY. Senator Malone, I didn't finish my statement.
Senator MALONE. I know you didn't, and I am going to ask you this

question now.
Mr. CORTNEY. Yes, sir.
Senator MALONE. Did you ever hear of any of us advocating a high

tariff ?
Mr. CORTNEY. I heard industries advocating high tariffs.
Senator MALONE. Wasn't it a tariff-you asked the question-that

would make up the differential of that cost of production represented
mostly by the difference in American standard of living wages, taxes,
and the cost of doing busines as compared with the cheap competitive
country on each product?

Wasn't it the differential? You never read that in the tariff law.
The tariff law of 1930 doesn't advocate a high tariff. It advocates the
differential that evens the cost of production.

Mr. CORTNEY. Senator Malone, if the cost of production were equal-
ized, there would be no international trade. International trade is
made up of differences in costs per unit of making goods.

Further, may I draw your attention-
Senator MALONE. Yes; you are very interesting.
Mr. CoRTNEY. If you would try to equalize the cost of goods, you

would run into some very serious trouble. Now, I will take one
example right in our country.

Senator MALONE. What country is this you are talking of ?
Mr. CORTNEY. In the United States.
Senator MALONE. Good.
Mr. CoRTNrY. There is a company called the Cleveland Electric Co.,

manufacturing electric welding machines, the same kind of machines
as those manufactured by, for example, Westinghouse Co.

Now, the wages paid by Cleveland Electric Co. are about twice as
high as the wages paid by Westinghouse Electric Co., and yet the
Cleveland Electric Co. maintains and boasts and publishes the fact
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that they are able to produce welding machines, electrical welding
machines, comparable in quality and even of better quality than those
produced by Westinghouse, while paying wages twice as high as
Westinghouse.

Senator MALONE. Well, now, that is very good.
Mr. CORTNEY. I beg your pardon, Senator?
Senator MALONE. Yes; that is very good, and that is domestic

competition.
Mr. CORTNEY. If we stand for competition, then domestic competi.

tion is not different from international competition.
Senator MALONE. That's right. So then, when we go to France-.
Mr. CORTNEY. With whom will you compare the cost of produc

tion, with Westinghouse or with Cleveland Electric Co.?
Senator MALONE. The Tariff Commission is entitled to set up a

reasonable cost of production, and they determine what they use by
comparison, and they know how to do it.

So I say there is more difference, I think you will admit that, in
your former country of France, and that is what we are trying to
equalize. If Westinghouse or the Cleveland company can beat each
other out, we have no interest in it.

Mr. COirNEY. Why? Suppose a manufacturer in France making
a welding machine wants to export machines here; with whom are you
going to compare your cost of production-with Cleveland Electric Co.
or with Westinghouse?

Senator MALONE. Let the Tariff Commission determine that on the
basis of fair competition.

Mr. CORTNEY. *What kind of guidance are you going to give the
Tariff Commission?

Senator MALONE. They know how to do it.
Mr. CORTNEY. I can assure you nothing is more difficult than to

establish the cost of production.
Senator MALONE. Of course it is difficult, but if you do it on a prin-

ciple, you know what you are doing, and I think you will admit if
you compare the wages in one of the European countries with either
the Westinghouse or the Cleveland companies, there is where the
difference really exists.

Mr. CORTNEY. You can't compare them with both because if you
compare them with Cleveland, you may find no difference in cod
of production, and if you compare them with Westinghouse, you might
find a colossal difference in cost of production.

Senator MALONE. Look, my friend, all we are talking about is a
principle.

Mr. CORTNEY. But the principle is wrong, Senator Malone.
Senator MALONE. If you think it is wrong, that is all right. I

just want to have that in the record. You have got it in the record.
But when you said anybody was for a high tariff, I want to tell

you that I have no friends or acquaintances that understand anything
about it at all that are advocating a high tariff.

Mr. CORTNEY. I am glad to hear that. I am extremely happy to
bear that for the American Nation, because, for me-

Senator MALONE. I don't know where you got it.
Mr. COnTNEY. For me, when the foreigners want to send us goodE

for nothing, I would be quite willing to help them.
Senator MALONE. I wouldn't.
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Mr. CORTNEY. If the Europeans would send us ties and we wouldn't
have to pay for ties, you and I would have money to spend for some-
thing else and to give more work to our workers.

Senator MALONE. It just happens to be the principle that I am not
for and you are, and it is in the record. But I wanted to set you
straight that it is from the newspaper columnists of the country, and
the radio and television commentators to whom you have been listen-
ing, that you get the high tariff idea. There is nobody that I know
of that wants a high or a low tariff.

Mr. CORTNEY. The American Tariff League stands completely for
high tariff.

Senator MALONE. NO; they don't want a high tariff; they want an
evener, so as to give the foreigner equal access to our market.

Mr. CORTNEY. I stand for expansion of international trade, Sen-
ator Malone.

Senator MALONE. As though just exactly what you have said, and
that is enough. I just wanted to set you right, but I am glad you
are on the record that you want everything produced lower by lower
wages if you can get it.

Mr. CORTNEY. No; I didn't say that.
Senator MALONE. Well, I understood that you did.
Mr. CORTNEY. No, Senator; I didn't say that.
Senator MALONE. Well, say it again.
Mr. CORTNEY. I said before that Cleveland Electric Co. is paying

twice the wages of Westinghouse
Senator MALONE. I understood you.
Mr. CORTNEY (continuing). And yet producing goods at a lower

price than Westinghouse, which only proves
Senator MALONE. I understood what you said.
Mr. CORTNEY (continuing). That the notion of the costs of pro-

duction is a very complicated notion, and, Senator Malone, I respect-
fully submit to you that if you consult industrialists, they will all
tell you that nothing is more difficult than to establish a cost of
manufacturing.

Senator _MALONE. But we have a Tariff Commission that knows how
to do it. Now, in the mines, we pay different wages.

Mr. CORTNEY. They don't know more than the manufacturers, with
all respect to the Tariff Commission. I doubt that they know more
then the manufacturers do about calculating costs.

Senator MALONE. Well, the Tariff Commission has a definite prin-
ciple laid down by Congress to carry out. They are not concerned
with trying to give some foreign nation an advantage over domestic
producers.

I understand exactly what you say. I have been in the engineering
business 30 years.

Mr. CORTNEY. I am glad to hear that. I am an engineer myself,
Senator.

Senator MALONE. All right. No engineer would make a state-
ment like that, then, that you couldn't determine a reasonable cost
of production.

Mr. CORTNEY. When a company makes a multitude of products, it
is very difficult. I have this problem all the time in my company.

Senator MALONE. Just let me ask you this question: If you tried to
59884-5-pt. 2-32
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determine the cost of production and the differential as a duty, it

would be better than not attempting it at all; wouldn't it?
Mr. CORTNEY. I wouldn't attempt it at all because it doesn't make

sense, Senator Malone. The principle is wrong, and when a principle
is wrong, it should be discarded. That is the best thing which can
happen to that principle.

Senator MALONE. I think you are very plain in the record, and you

are entitled to your opinion. I say, in my opinion, that the principle
to even the costs of production with a low-cost producing nation,
having low wages and no taxes is right. France doesn't even pay the
taxes.

Mr. CORTNEY. I wouldn't like to get into an argument with you on
that point.

Senator MALONE. I have been there twice now, once in 1917.
We pay your taxes over there.
Mr. CORTNEY. I am an American taxpayer myself, Senator.
Senator MALONE. I know you are, but I know where you are from,

too. So the thing is, I want to tell you that when we are taking tax-
payers' money, paying the taxes for expenses of a nation, building
their industries above their own ability to consume, and then we have
someone like you come here and say that we ought to bring the prod-
ucts in, regardless of what they cost, and displace production here--
you go ahead; I have got everything in the record I want right at the
moment.

Mr. CORTXEY. All right, Senator. With your permission, I will
read the statement.

Senator CARLSON. Proceed, Mr. Cortney.
Mr. CORTNEY. Our views have been set forth in the statement pre-

sented to the Committee on Ways and Means of the House. We wish
to reaffirm that position and state that the progress of the debate on
H. R. 1 has served to reenforce our belief that enactment of this bill
in its present form is in the best interest of the United States. There
are two points on which I wish to speak because of their particular
importance.

The first point I should like to make is the great. and growing bene-
fits which the United States has obtained from the program of trade
leberalization made possible by the Trade Agreements Act. I wish
to draw your attention specifically to the dollar and cents benefits re-
sulting from increased opportunities to sell our goods abroad.

It is well to keep in mind the importance of exports to our economic
life. In 1953, the United States exported goods and services of $16.7
billion. Exports accounted for 4.6 percent of our gross national
product as compared with such highly important items as 3.2 percent
for nonfarm residential construction and 8.1 percent for consumer
purchases of durable goods. A comparison of the size of these com-
ponents reveals that exports, considered by some as frosting on
the cake, play an indispensable role in the maintenance of our overall
economic health.

As a direct result of the bargaining authority in the Trade Agree
ments Act the United States has obtained the reduction or binding of
well over 50,000 foreign tariff rates. There are, of course, other
barriers to trade which I will speak about in a moment. Virtually
all of our important trading partners have made notable reductions
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and bindings of their tariff rates and almost all United States products
which seek foreign markets have benefited. To date the United
States has obtained tariff reductions from other nations affecting
over 50 percent of our exports with a value in 1953 of $8 billion.
Numerous examples can be cited of specific exports which have
profited from these reductions. A listing would include such prod-
ucts as wheat and wheat flour, corn, cotton, tobacco, lard and other
meat products, dried, canned and fresh fruit, many chemical and re-
lated products, machinery of practically all kinds, textiles, all types
of electrical equipment and apparatus, agricultural implements,
et cetera.

We have not, however, confined ourselves under this program to
tariff barriers. We have acted directly to safeguard tariff concessions
and to reduce other, nontariff, obstacles to trade, by negotiating pro-
visions in our trade agreements relating to the application of gov-
ernmental trade regulations of all kinds including quantitative re-
strictions State trade operations, et cetera. Agreement on these mat-
ters has been an integral part of our tariff negotiations for many
years and has only been possible as part of these negotiations.

In spite of this record of tariff reductions, however, our exports
have been hindered through the use of quantitative exchange and
trade controls, which many other nations have felt impelled to use
to protect their limited supply of dollars. Happily, the shortage of
dollars in many countries has now eased, in part at least, because of
the wise policy we have pursued in encouraging the expansion of inter-
national trade. Other nations in recognition of their improved
dollar situation and the demand of their peoples for American goods
have made great strides in recent months in the liberalization of their
quantitative, exchange, and other restrictions. The Federal Reserve
Bank of New York in its monthly review for February of this year re-
ports that relaxation of exchange and trade controls were probably
more substantial and more extensive in 1954 than in any other year
since World War II. It further stated that discrimination against
purchases of dollar-area products was sharply reduced in Western
Europe where the bulk of the improvement of dollar reserves was
concentrated.

The Netherlands virtually ended discrimination against dollar
goods during the last year thus bringing its policy into line with
Belguim-Luxembourg. The United Kingdom, Italy, Sweden, Den-
mark, and Western Germany all liberalized their restrictions on dollar
imports significantly during the year.

There was also progress outside of Europe. The Union of South
Africa ended all discrimination again dollar goods. India, Paki-
stan, and the Federation of Rhodesia and Nyasaland also took definite
steps in this direction.

Many of the actions listed above took place so late in the year
that their effect on United States exports has not been seen in our trade
statistics yet, but in the case of Western Germany and the Netherlands,
both of whom acted early in the year, our exports were up 36 percent
and 74 percent, respectively, in the first 9 months of 1954 over the first
9 months of 1953.

Although restrictions against dollar goods are still being main-
tained by many foreign countries the recent relaxation and in some
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cases elimination of quantitative restrictions on United States exports
demonstrates the willingness of other countries to increase their pur-
chases of our products as they have the means to do so.

The reduction of quantitative restrictions also means that commit.
ments regarding reduced or bound tariffs assume increased importance
since the tariff becomes more significant as a barrier as other forms
of trade controls are relaxed. Indeed it is probably only now that
we are about to obtain the full benefits of the efforts we have made
over many years to lower tariffs throughout the world.

These facts demonstrate that the trade agreements program has re-
sulted in substantial dollar benefits both to our exporters and our
consumers. I would like to emphasize that these benefits are growing.
The trade agreements program, which helps to expand world trade,
is clearly good business for the United States. These benefits could
be lost quickly, however, if other nations were given reason to fear
that the United States was about to adopt a restrictive commercial
policy. If they see us setting out to restrict their exports, they will
probably move promply to restrict our exports in simple self-defense.

In the course of the debate on this bill a great deal has been said
about the threat to employment in the United States if this bill is
enacted. If we thought that expanding international trade-imports
and exports, since the two go together-would create unemployment
in the ITUnited States we would not support this bill. We are con-
vinced that the expansion of international trade to which enactment
of H. R. 1 will contribute will increase employment opportunities in
this country. The most important reason for believing this is that
every dollar's worth of American exports must be made by Americans
whereas there is no such immediate relationship between imports and
the effect on employment in this country. The failure of imports to
create unemployment is clearly shown by the fact that in the past
10 years imports have risen from $3.9 billion in 1944 to $10.2 billion
in 1954.

Although we have had business fluctuations during this period in-
cluding the recent slight downturn, employment is now high and
expected to remain so. As we pointed out before the Board of Gov-
ernors of the Federal Reserve System in its October bulletin gave
credit to our high and stable level of exports as one of the factors help-
ing to end that recent downturn. We can and do absorb imports in
many ways without displacing American workers. As national in-
come goes up we buy more from everyone; many imports do not com-
pete directly with American goods; merican enterprise can usually
match foreign competition and so forth. If we cut imports, however,
we cut exports and that means an automatic cut in American em-
ployment.

Our thinking about Japan and the great necessity for taking action
to assist her in expanding her trade with the non-Communist world
rests on a few simple facts.

First, it is vital for Japan to remain a democratic nation, able to
determine its own destiny. It would be a great tragedy if ss million
more people lost their freedom. The interest of the United States
demands that Japan not fall prey to the Communists. As the great
industrial workshop of Asia, Japan is a key to the military and politi-
cal balance of power in the Far East. The Russians have recognized '

this by making Japan a main target.
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Second we know that Japan must engage in international trade
to live. ighty-eight million people are crowded there on a land
area no larger than our State of California. Only 14 percent of that
total land area is arable. As a result Japan must import a quarter
of its food and must export manufactured goods in order to be able
to buy this food. In turn Japan must import virtually all its indus-
trial raw materials to manufacture its exports as well as to supply
the industrial needs of its own people. Incidentally, Japan is a great
market for many of our goods. In 1954, for example, she bought more
from us than any country in the world except Canada.

Third, we know that since World War II the prewar pattern and
composition of Japanese trade has been distorted, intensifying her
difficulties in exporting. Competition from European and United
States producers has increased in Asian markets. In addition, Japan
must now import raw material from high-cost areas, whereas prior
to World War II she obtained these from the Asian mainland. This
makes her costs of production high and lessens her competitive posi-
tion to export. The average price level of Japanese exports of capital,
consumer, and semimanufactured goods increased between 1938 and
1951 from 100 to 500. The average price level of United States
exports during this same period increased from 100 to 178. In addi-
tion the United States has developed synthetic materials so success-
fully that the demand for Japanese raw silk is practically nonexist-
ent. In 1934-36, raw silk made up 11 percent of total Japanese
exports, and the decline in raw silk exports is a major factor in the
dollar import excess of Japan.

Fourth, we know that Japan at present cannot export sufficient
amounts to enable her to buy the vital minimum of imports. In
1953 imports exceeded exports by over $1 billion and despite extraor-
dinary earnings from United States procurement and aid, Japan
lost reserves of $380 million. The 1954 trade deficit, although smaller
than 1953, exceeded $800 million. The smaller trade deficit was
achieved through a drastic curtailment of imports during the last
8 months of 1954. This deficit was offset, largely by United States
military and economic-aid expenditures, so that no reserves were
lost. No one would suggest that this should become the regular pat-
tern for financing the Japanese trade deficit.

We cannot afford to have Japan become heavily dependent upon
Russia and Red China for her raw materials and her markets. It
is all too evident that these nations will use any weapon to subvert
and control other nations. For a country as dependent on interna-
tional trade as Japan, political penetration would readily follow close
economic ties with the Communists.

Fifth, we know that a significant cause for this present inability
of Japan to earn her own way in international trade stems from the
fact that she faces special disadvantages in trading with the other
non-Communist nations. The United States have never had a trade
negotiation with Japan and even though that country benefits from
the tariff reductions we have made to other nations under the most-
favored-nation clause, the duties on many items of which Japan is
chief supplier remain at the high Smoot-Hawley tariff levels. Many
of these duties exceed 50 percent. Other non-Communist nations
likewise place special barriers in the way of Japanese exports.
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These facts drive us to the conclusion that *the United States must
do what it can in its own interest to assist the Japanese in expanding
their exports. H. R. 1 would renew the authority which the Pr.
dent now has to take action to broaden Japanese markets both in
the United States and in other countries through the process of
multilateral bargaining.

For these two reasons, as well as the reasons set forth in our
earlier statement, we strongly recommend that this committee and
the Senate act favorably on H. R. 1 and avoid amendments which
would weaken the bill.

Senator CARLSON. Mr. Cortney, we appreciate very much your
statement.

Senator Malone?
Senator MALONE. Mr. Cortney, how many nations do you represent

in the United States Council of the International Chamber of
Commerce?

Mr. CORTNEY. There are about 34 nations.
Senator MALONE. Do you have a list?
Mr. CORTNEY. I haven't a list with me.
Senator MALONE. Can you name them, as many of them as you can!
Mr. CORTNEY. Yes. Besides the United States there is Canada,

Mexico, Great Britain, Sweden, and all the nations belonging to
NATO and Spain as members of the International Chamber of Com-
merce. All of the nations in NATO are in the International Chamber
of Commerce.

Recently we also got some nations in Asia, like Pakistan, like India,
like Thailand. Japan is a member of the International Chamber of
Commerce.

Senator MALONE. In other words, your statement represents what
-you would call an average opinion of what those nations you have
named, the complete membership of your organization, could get
together on to advocate?

Mr. CORTNEY. No, Senator Malone. I am here expressing simply
the views of the American section of the International Chamber,
which is made up of American businessmen exclusively.

Senator MALONE. Well, now, you are not then, today representing
all of these nations?

Mr. CORTNEY. No. I am simply representing the United Stato
Council of the International Chamber of Commerce, which is th6
American section of that Chamber.

Now, the United States Council is an association of private busing
and trade associations, practically all trade associations.

Senator MALONE. Do you have a list of the trade associations?
Mr. CORTNEY. Yes. I know some of them.
Senator MALONE. The membership?
Mr. CORTNEY. The United States Chamber of Commerce, the Na-

tional Association of Manufacturers, National Council of American
Importers, Inc., and American Bankers Association.

Senator MALONE. Do you have an official list?
Mr. CORTNEY. I haven't got it with me, but I can assure you that

the names which I have just mentioned are members of the United
States Council.

Senator MALONE. Will you get us a list?
Mr. CORTNEY. We can provide you with a list.
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Senator MALONE. Doesn't someone with you have a list?
Mr. CORTNEY. I have someone here.
Mr. MOYNUIAN. We do not have a list, sir.
Senator MALONE. Where do we get that list?
Mr. MOYNIHAN. Our membership list is not widely circulated, but

we will be glad to send you one on request.
Senator MALONE. Do you have it in Washington?
Mr. MOYNIHAN. We have our headquarters in New York, sir.
Mr. CORTNEY. Headquarters are in New York.
Senator CARLSON. Will it be satisfactory, Senator, if it is submitted

for the record?
Senator MALONE. Yes. Could you have it mailed down tomorrow?
Mr. CORTNEY. Surely, Senator Malone; we will be delighted.
(The following letter was subsequently received for the record:)

UNITED STATES COUNCIL OF

THE INTERNATIONAL CHAMBER OF COMMERCE, INC.,
New York, N. Y., March 15,1955.

The Honorable HARRY F. BYRD,
Chairman, Finance Committee,

United States Senate, Washington, D. C.
DEAn SENATOR BYRD: Senator Malone, in questioning Mr. Philip Cortney, who

testified for the United States Council at the hearings on H. R. I on March 11,
requested Mr. Cortney to forward to the committee by mail (a) a list of the
members of the United States Council; (b) a copy of a book written by Mr.
Cortney opposing the Havana Charter proposals; and (c) information about
foreign tariffs on American exports.

In compliance with this request, which we presume was made on behalf of
the Senate Finance Committee, I submit herewith a list of the members of the
United States Council. Mr. Cortney's book, The Economic Munich, has been
forwarded under separate cover. For dependable information on foreign tariff
rates we respectfully refer to the staff papers of the Commission on Foreign
Economic Policy, pages 366-372.

Unless the procedures of the committee require that this material be published
as part of the official record of the hearings, the United States Council prefers
that it shall not be included as a formal submission of testimony.

Sincerely yours,
LLOYD K. NEIDLINOER, Executive Director.

LIST OF MEMBERS OF UNITED STATES COUNCIL

Aircraft-Marine Products, Inc., Harrisburg, Pa.
Allied Chemical & Dye Corp., New York 6, N. Y.
Alvord & Alvord, Washington, D. C.
The American Bankers Association, New York 16, N. Y.
American Brake Shoe Co., New York, N. Y.
American Can Co., New York, N. Y.
American Chamber of Commerce in France, Paris VIII, France
American Chamber of Commerce in Germany, Berlin W 15, Germany
American Chamber of Commerce for Italy, New York 6, N. Y.
American Chamber of Commerce in Japan, Tokyo, Japan
American Chamber of Commerce in London, London, England
American Export Lines, Inc., New York 6, N. Y.
American Exporter, New York 16, N. Y.
American Express Co., New York, N. Y.
American International Underwriters Corp., New York, N. Y.
American Machine & Foundry Co., New York 17, N. Y.
American Merchant Marine Institute, New York, N. Y.
The American Metal Co., Ltd., New York 6, N. Y.
American Motors Corp., Detroit, Mich.
American Steel Foundries, Chicago, Ill.
American Trust Co. (New York), New York 5, N. Y.
Anaconda Copper Mining Co., New York 4, N. Y.
Anderson, Clayton & Co., Houston 1, Tex.
Arabian American Oil Co., New York 22, N. Y.
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The Armco International Corp., Middletown, Ohio
Armour & Co., Chicago 9, Ill.
Armstrong Cork Co., Lancaster, Pa.
Asiatic Petroleum Corp., New York 20, N. Y.
The Association of Marine Underwriters of the United States, New York N. Y,
Associated Dry Goods Corporation of New York, New York, N. Y.
Automatic Electric Co., Chicago 4, Ill.
Bank of America, San Francisco 20, Calif.
Bank of the Manhattan Co., New York 15, N. Y.
Bankers Trust Co., New York 15, N. Y.
Barber Oil Corp., New York, N. Y.
Bechtel International Corp., San Francisco 11, Calif.
The Belgian Chamber of Commerce in the United States, Inc., New York 20, N. Y,
Berkshire Knitting Mills, Reading, Pa. (membership in name of Cooperative

Service of Wyomissing, Pa.)
Bethlehem Steel Co., Bethlehem, Pa.
Biddle Purchasing Co., New York 7, N. Y.
Blake, Moffitt & Towne, San Francisco 3, Calif.
Blaw-Knox Co., Pittsburgh, Pa.
Sidney Blumenthal & Co., Inc., New York 16, N. Y.
Borg-Warner Corp., Chicago 4, Ill.
Braniff International Airways, Dallas 9, Tex.
Bristol-Myers Co., New York 20, N. Y.
Brown Bros., Harriman & Co., New York, N. Y.
Brown & Sharpe Manufacturing Co., Providence 1, R. I.
Bunge Corp., New York 4, N. Y.
Burroughs Corp., Detroit 32, Mich.
Cahill, Gordon, Zachry & Reindel, New York, N. Y.
California Texas Oil Co., Ltd., New York 17, N. Y.
Carbon Black Export, Inc., New York, N. Y.
Cartier, Inc., New York, N. Y.
The Central Trust Co., Cincinnati 1, Ohio
Mr. William M. Chadbourne, New York 5, N. Y.
Chamber of Commerce of the State of New York, New York 5, N. Y.
Chamber of Commerce of the United States of America, Washington, D. C.
Chamber of Commerce of the United States of America in the Argentine Republic,

Buenos Aires, Argentina
Champion Spark Plug Co., Toledo 1, Ohio
The Chase National Bank, New York 15, N. Y.
Chemical Corn Exchange Bank, New York 15, N. Y.
City National Bank & Trust Co., Chicago 90, Ill.
The Cleveland Twist Drill Co., Cleveland 14, Ohio
Cluett, Peabody & Co., Inc., New York 16, N. Y.
The Coca-Cola Co., Atlanta, Ga.
Commerce Co., Houston 1, Tex.
Commonwealth Sales Corp., Eddystone, Pa.
Continental Can Co., Inc., New York 17, N. Y.
Continental Illinois National Bank & Trust Co., Chicago 90, IL
Cooperative Service, Wyomissing, Pa.
Corning Glass Works, Corning, N. Y.
Coty, Inc., New York 19, N. Y.
Cowles Magazines, New York 17, N. Y.
Crocker First National Bank of San Francisco, San Francisco 20, Calif.
Crown Zellerbach Corp.. San Francisco 19, Calif.
The Crocker Investment Co., San Francisco, Calif.
Davis-Noland-Merrill Grain Co., Kansas City 6, Mo.
Daystrom, Inc., Elizabeth, N. J.
Deere & Co., Moline, Ill.
The Detroit Bank, Detroit 31, Mich.
Detroit Board of Commerce, Detroit 26, Mich.
The A. B. Dick Co., Chicago 31, Ill.
Dictaphone Corp., New York 17, N. Y.
Dillon, Read & Co.. New York 5, N. Y.
Discount Corp. of New York, New York 5, N. Y.
Dixie Cup Co., Easton, Pa.
The Robert Dollar Co., San Francisco, Calif.
Dresser Industries, Inc., Dallas 1, Tex.
Dun & Bradstreet, Inc., New York 8, N. Y.
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Eastman Kodak Co., Rochester, N. Y.
Erie Railroad Co., Cleveland 15, Ohio
Ethyl Corp., New York 16, N. Y.
Export Managers Club of New York, Inc., New York 7, N. Y.
Farrell Lines, Inc., New York 4, N. Y.
Federal-Mogul Corp., Detroit 13, Mich.
Federated Department Stores, Inc., Cincinnati 2, Ohio
Firestone Tire & Rubber Co.. Akron, Ohio
First National Bank of Baltimore, Baltimore 3, Md.
The First National Bank of Boston, Boston 6, Mass.
The First National Bank of Chicago, Chicago, Ill.
First Trust & Deposit Co., Syracuse 1, N. Y.
Ford International, New York, N. Y.
The Fort Worth National Bank, Fort Worth 1, Tex.
Foster Wheeler Corp., New York 6, N. Y.
J. S. Frelinghuysen Corp., New York N. Y.
French Chamber of Commerce of the United States, Inc., New York 19, N. Y.
Fuller Brush Co., Hartford, Conn.
General Dynamics Corp., New York 22, N. Y.
General Electric Co., New York 22, N. Y.
General Foods Corp., New York 17, N. Y.
General Mills, Inc., Minneapolis, Minn.
General Motors Overseas Operations, New York, N. Y.
General Shoe Corp., Nashville 3, Tenn.
General Tire & Rubber Co., Akron, Ohio
The Gillette Co., Boston 6, Mass.
Goldman, Sachs & Co., New York 5, N. Y.
B. F. Goodrich Co., Akron, Ohio
The Goodyear Tire & Rubber Co., Akron 16, Ohio
W. R. Grace & Co., New York 5, N. Y.
Mr. Benjamin Graham, New York 17, N. Y.
Graham, James & Rolph, San Francisco, Calif.
Gruen Watch Co., Cincinnati 6, Ohio
Guaranty Trust Co. of New York, New York, N. Y.
Gulf Oil Corp., Pittsburgh 30, Pa.
Mrs. Claire Prince Hanks, Boston, Mass.
The M. A. Hanna Co., Cleveland, Ohio
The Hanover Bank, New York 15, N. Y.
Harnischfeger Corp., Milwaukee 14, Wis.
Harris Trust & Savings Bank, Chicago 90, Ill.
Haskins & Sells, New York, N. Y.
H. J. Heinz Co., Pittsburgh 30, Pa.
Hilton Hotels Corp., Chicago 5, 111.
Hoffman-LaRoche, Inc., Nutley 10, N. J.
Hooker Electrochemical Co., Niagara Falls, N. Y.
Illinois Manufacturers Association, Chicago 3, Ill.
Ingersoll Milling Machine Co., Rockford, Ill.
Inland Steel Co., Chicago 3, Ill.
International Business Machines Corp., New York 22, N. Y.
International Correspondence Schools World Limited, Inc., Scranton, Pa.
International Harvester Co., Chicago, Ill.
International House, New Orleans, La.
International Nickel Co., Inc., New York 5, N. Y.
International Packers, Ltd., Chicago 3, Ill.
International Telephone & Telegraph Corp., New York, N. Y.
The Inter-State National Bank, Kansas City 15, Mo.
Intertype Corp., Brooklyn, N. Y.
Irving Trust Co., New York, N. Y.
S. C. Johnson & Son, Inc., Racine, Wis.
Johnson & Higgins, New York, N. Y.
Karlen-Davis Co., Tacoma 1, Wash.
Kennecott Copper Corp., New York, N. Y.
Kraft Foods Co., Chicago, Ill.
S. H. Kress & Co., New York 11, N. Y.
Kuhn, Loeb & Co., New York 5, N. Y.
Langner, Parry, Card & Langner, New York, N. Y.
Lazard Freres & Co., New York, N. Y.
Lily-Tulip Cup Corp., New York 17, N. Y.
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Thomas J. Lipton, Inc., Hoboken, N. J.
Lockheed Aircraft Corp., Burbank, Calif.
Lone Star Cement Corp., New York 17, N. Y.
Loomis, Suffern & Fernald, New York 4, N. Y.
Ludlow Typograph Co., Chicago 14, Ill.
Lumbermen's Mutual Casualty Co., Chicago 40, Ill.
Mack Printing Co., Inc., Easton, Pa.
Magee Carpet Co., Bloomsburg, Pa.
P. R. Mallory & Co., Inc., Indianapolis 6, Ind.
Manufacturers Trust Co., New York 15, N. Y.
The Marine Midland Trust Co., New York 15, N. Y.
Mathieson Chemical Corp., Baltimore 3, Md.
Matson Navigation Co., San Francisco 5, Calif.
Oscar Mayer Foundation, Inc., Chicago 10, Ill.
The Maytag Co., Newton, Iowa
McCall Corp., New York 17, N. Y.
McCann-Erickson, Inc., New York 20, N. Y.
McCormick & Co., Inc., Baltimore. Md.
McCrory Stores Corp., New York 10, N. Y.
McGraw-Hill International Corp., New York 18, N. Y.
The Mead Corp., Dayton, Ohio
Mellon National Bank & Trust Co., Pittsburgh 30, Pa.
Mercantile National Bank, Dallas 1, Tex.
Mercantile Trust Co., St. Louis 1, Mo.
The Merchants National Bank, Mobile 7, Ala.
Merck-Sharp & Dohme International, New York 13, N. Y.
Meredith Publishing Co., Des Moines, Iowa
Metropolitan Life Insurance Co., New York 10, N. Y.
The Minneapolis Star & Tribune Co., Minneapolis 15, Minn.
Mississippi Shipping Co., Inc., New Orleans, La.
Montgomery Ward & Co., Chicago 7, Ill.
Moore-McCormack Lines, Inc., New York, N. Y.
J. P. Morgan & Co., Inc., New York 5, N. Y.
Morgan, Stanley & Co., New York 5, N. Y.
Mr. Sterling Morton, Chicago, Ill.
Morton Salt Co., Chicago 3, Ill.
Morrison-Knudson Co., Inc., Boise, Idaho
Mullins Manufacturing Corp., Salem, Ohio
Narrow Fabric Co. (membership in name of Cooperative Service of Wyomis,

sing, Pa.)
National Association of Manufacturers of the United States of America,

New York 20, N. Y.
National Bank of Detroit, Detroit 32, Mich.
National Biscuit Co., New York, N. Y.
National Cash Register Co., Dayton, Ohio
The National City Bank of Cleveland, Cleveland 1, Ohio
The National City Bank of New York, New York 15, N. Y.
National Council of American Importers, Inc., New York 3, N. Y.
New Orleans Public Service, Inc., New Orleans 9, La.
Newport News Shipbuilding & Dry Dock Co., Newport News, Va.
Newsweek, New York 18, N. Y.
A. C. Nielson Co., Chicago 45, Il1.
Northern States Power Co., Minneapolis 2, Minn.
The Northern Trust Co., Chicago 90, Ill.
Northwest Airlines, Inc., St. Paul, Minn.
The Okonite Co., Passaic, N. J.
Olympia Canning Co., Olympia, Wash.
Otis Elevator Co., New York 1, N. Y.
Owens-Illinois Glass Co., Toledo 1, Ohio
Pacific Car & Foundry Co., Renton, Wash.
Pacific Gas & Electric Co., San Francisco 6, Calif.
Pan American World Airways, Inc., New York 17, N. Y.
Parke, Davis & Co., Detroit 7, Mich.
Peat, Marwick, Mitchell & Co., New York 5, N. Y.
F. H. Peavey & Co., Minneapolis 15, Minn.
The Pennsylvania 0o. for Banking & Trusts, Philadelphia 1, Pa.
Mr. Milo Perkins, Washington, D. C. (Moving to Tuscon, Ariz., in April.)
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Pfizer International Service Co., Inc., New York 7, N. Y.
The Philadelphia National Bank, Philadelphia, Pa.
Philip Morris Co., Ltd., Inc., New York 17, N. Y.
Picklands Mather & Co., Cleveland 14, Ohio
Pitney-Bowes, Inc., Stamford, Conn.
Pittsburgh Forgings Co., Pittsburgh, Pa.
Pressed Steel Car Co., New York 17, N. Y.
Price, Waterhouse & Co., New York 5, N. Y.
Procter & Gamble Co., Cincinnati, Ohio
Radio Corporation of America, New York, N. Y.
Raymond Concrete Pile Co., New York 6, N. Y.
The Reader's Digest Association, Inc., Pleasantville, N. Y.
The Register & Tribune, Des Moines 4, Iowa
Remington Rand, Inc., New York, N. Y.
Republic National Bank of Dallas, Dallas 2, Tex.
San Diego Gas & Electric Co., San Diego, Calif.
Sapt, Inc., New York 21, N. Y.
Joseph Schlitz Brewing Co., Milwaukee 1, Wis.
J. Henry Schroder Banking Corp., New York 5, N. Y.
Scott Paper Co., Chester, Pa.
Sears, Roebuck & Co., Chicago 7, Ill.
Shell Oil Co., New York 20, N. Y.
SKF Industries, Inc., Philadelphia 32, Pa.
Mr. George A. Sloan, New York 17, N. Y.
Socony-Vacuum Oil Co., Inc., New York 4, N. Y.
Sperry Gyroscope Co., Great Neck, Long Island, N. Y.
E. R. Squibb & Sons, New York 22, N. Y.
Stackpole Carbon Co., St. Marys, Pa.
Standard Brands International, New York 22, N. Y.
Standard Oil Co. of California, San Francisco 20, Calif.
Standard Oil Co. of Indiana, Chicago 80, Ill.
Standard Oil Co. (New Jersey), New York 20, N. Y.
Standard-Vacuum Oil Co., New York, N. Y.
Stein, Hall & Co., Inc., New York, N. Y.
Sterling Drug, Inc., New York 18, N. Y.
Stokely-Van Camp, Inc., Indianapolis 7, Ind.
Mr. Ralph I. Strauss, New York 17, N. Y.
Studebaker-Packard Corp., South Bend, Ind.
The Swedish Chamber of Commerce of the United States of America, New York

20, N. Y.
Swift & Co., Chicago 9, Ill.
Swiss Bank Corp., New York Agency, New York 5, N. Y.
Sylvania Electric Products, Inc., New York 18, N. Y.
The Symington-Gould Corp., New York 17, N. Y.
The Texas Co., New York 17, N. Y.
Textile Machine Works (membership in name of Cooperative Service of Wyomil-

sing, Pa.)
Thompson Products, Inc., Cleveland 17, Ohio
Time, Inc. (Life and Fortune), New York 20, N. Y.
Trans World Airlines, Inc., New York 20, N. Y.
Trust Co. of Georgia, Atlanta 2, Ga.
Union Carbide & Carbon Corp., New York 17, N. Y.
United Air Lines, Inc., Chicago 38, Ill.
United Fruit Co., Boston, Mass.
United Shoe Machinery Corp., Boston, Mass.
United States Steel Export Co., New York 8, N. Y.
Mr. Ethelbert Warfield, New York 5, N. Y,
Wesson Oil & Snowdrift Co., Inc., New Orleans 12, La.
Western Electric Co., Inc., New York 7, N. Y.
Weston Electric Instrument Corp., Newark 7, N. J.
Westrex Corp., New York 11, N. Y.
White & Case, New York 5, N. Y.
White, Weld & Co., New York 5, N. Y.
Whitney National Bank, New Orleans 10, La,
The J. B. Williams Co., Glastonbury, Conn.
Wilson Bros., Inc., New York 16, N. Y.
Worthington Corp., New York 16, N. Y.



TRADE AGREEMENTS EXTENSION

Yale & Towne Manufacturing Co., New York 17, N. Y.
Yarnall-Waring Co., Philadelphia 18, Pa.
Arthur Young & Co., New York, N. Y.
Young & Rubicam, New York 17, N. Y.

Senator MALONE. We would appreciate it.
What I am trying to establish is just what sector of the American

economy you represent here today. I was misunderstanding you
somewhat because I thought you represented the International Cham-
ber of Commerce.

Mr. CORTNEY. No. I stated specifically at the beginning that I am
representing only the views of the American businessmen.

Senator MALONE. Now, the United States Chamber of Commerce
agrees thoroughly with what you have said today?

Mr. COETNEY. I believe that, in general, their views are similar
to ours.

Senator MALONE. They do believe in the principle of allowing one
man to determine on the basis of the greatest good to the Nation in
his judgment and to the solution of the political problems that we
have with Europe, to arrange the duties in the best manner that
he sees fit?

Mr. CoRr-EY. Senator Malone, I did not make such a statement,
neither in my own name nor on behalf of the United States Council.

Senator MALONE. But if you are for this bill, you are for that
because that is what the bill says.

Mr. CORTNEY. That is your interpretation of the bill, but it is not
my interpretation.

Senator MALONE. If necessary, I will get it and read it to you, but
it really shouldn't be read. We have read it once here. The 1934
Trade Agreements Act allows the President of the United States
to consider any rearrangement for the best interests of this country
between agriculture, mining, industry, and all of these economic
problems.

So if for that reason alone he believes that lowering the duty on one
product or a set of products to allow more imports, would be helpful,
he can do that.

Now, if he thinks for the betterment of an international situation
it is necessary or advisable to lower these duties, he can do that. Do
you understand that the act permits that action?

Mr. CORTNEY. Senator Malone, I believe, really, I am very respect-
ful, first, of the Office of the President of the United States, and par-
ticularly respectful of Eisenhower.

Senator MALONE. I didn't ask you that.
Mr. CORTNEY. Now, I want to say something further.
Senator MALONE. And I am respectful of it.
Mr. CORTNEY. You know as well as I do that it is not President

himself who is going to decide which tariffs are to be lowered-he has
a commission, he takes the advice of experts of industry, and he
acts in a way, in fact similar to that of the Tariff Commission.

Senator MALONE. I have long been suspectful of that fact, and I
think you are exactly right, that it is not the President but the State
Department.

Mr. CORTNEY. I didn't say that, Senator Malone. You make me
say things I didn't say.

Senator MALONE. I didn't say you said it. I said it. Is that all
right?
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Mr. CORTNEY. That is your opinion. You are perfectly entitled
toit.

Senator MALONE. Now, since I have described to you what is in the
act, and that is that the President can take into consideration any
political situation in the world today in the readjustment of the duties,
and since he can take into consideration a rearrangement of the rela-
tionship between the industries in this Nation in allowing conces-
sions, do you then believe that this act allows him to take those things
into consideration and away entirely from the basis of what we have
described as a fair and reasonable competitive method on principle?

Then you do understand the 1934 Trade Agreements Act allows him
to do that?

Nlr. COETNEY. Senator Malone, it seems to me that H. R. 1-
Senator MALONE. I am not talking about H1. R. 1; I am talking

about the 1934 Trade Agreements Act, allowing him that latitude.
Mr. CORTNEY. To bargain.
Senator MALONE. Do you know that it does?
Mr. CORTNEY. It does allow him to bargain.
Senator MALONE. It allows him, though, to lower a duty on any

product in this country that he thinks is good for the national econ-
omy or good for the international situation, doesn't it ?

Mr. CORTNEY. He and his experts.
Senator MALONE. Well, I have been corrected so many times for

saying it is the State Department and the experts who do it for him,
and they always bring me back that it is the President that does it,
so I have been trained to say it is the President, knowing full well
that you are right, that it is the State Department.

Mr. CORTNEY. I didn't say that, Senator.
Senator MALONE. Now I am glad you have corrected me, because

'I was right in the first place. So you are for that principle?
Mr. CORTNEY. I am for bargaining. I believe that in a compli-

cated world-
Senator MALONE. I wish you would answer this question.
Mr. CORTNEY. I am going to tell you why I am in favor of it,

Senator.
Senator MALONE. You heard what I said, so you go ahead and

make a speech.
Mr. CORTNEY. I believe that any lowering of trade barriers is

good for our Nation. That is why I am in favor of bargaining for
power tariffs.

Senator MALONE. I didn't ask you why. I asked you if you un-
derstood that the President of the United States can consider any
situation in economics in this country and can take in any considera-
tion of economics and political situations in Europe or any other
place and, upon that fact alone, base his reason for lowering a
tariff.

Mr. CORTNEY. You say on that fact alone, and I say that the
President takes the advice of industry and of his experts in order
to know what kind of a bargain he should make.

Senator MALONE. I am glad you are making that point so many
times.

Mr. CORTNEY. That is at least how I understood the President
actually decides in these matters.
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Senator MALONE. But whenever this great body of experts, led
by the State Department-and I guess you will say that they ami
led by the State Department, they are the head of the committee;
are they not?

Mr. COETNEY. I believe that they are led by them.
Senator MALONE. I am glad you have changed the record here

so that we can get right back to the facts in the case.
Now, whenever this great body of experts advise the President

to make this trade because it will keep somebody away from com.
munism or it will make a better relation between agriculture, mining,
and industry as it so states in the act, then they can make a conces.
sion ; is that right?

Mr. CORTNEY. I think that the President is following an over.
riding principle. The overriding principle is a trend to lower tariffs.
To this effect, he bargains. I can't see what other practical way
you have to bargain. Will you explain to me what other practical
way you would have to bargain?

Senator MALONE. I rather think it must be me who has made
the error in the question, so I am going to try and I am going to try
until midnight, unless you answer my question.

Mr. CORTNEY. I beg your pardon, Senator, I can't hear you.
Senator MALONE. You will sit right in that chair until midnight

unless you refuse to answer the question. Answer this one. Listen
closer.

Mr. CORTNEY. Maybe I don't understand your question, Senator.
Senator MALONE. I am afraid you don't, so listen carefully.
In the 1934 Trade Agreements Act, the President of the United

States-and I agree with you that he doesn't do it at all, but I have
been corrected so many times I am glad you have cleared the record
up for me-when his advisers advise him, and he so decides, he can
lower that tariff on any product that is imported into the United
States for any economic reason in the United States, or any economic
or political reason in Europe, and if he is advised that that is forthe good of this Nation, he can do it, can't he, under this act?

Mr. CORTNEY. That's right.
Senator MALONE. Now, under the 1930 Tariff Act-I suppose you

have read that act-there was only one principle upon which a tariff
or a duty is established, and that is on the basis of fair and reason-
able competition.

That is about right, isn't it, if you remember the 1930 Tariff Act!
Mr. CORTNEY. Yes.
Senator MALONE. Now, you are for the principle of the 1934 Trade

Agreements Act. You are for that?
Mr. CORTNEY. I am for the Trade Agreements Act because I donl

see any-
Senator MALONE. You don't need to tell me why. I just asked

you a simple question.
Mr. CORTNEY. I am in favor of the Trade Agreements Act. I be-

lieve it is a practical way of horse trading with the other nations.
Senator MALONE. I hope I don't have to go back and ask that ques-

tion again. I will ask it once more. You are in favor of the act 0s
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we have described it, and agreed that it gave the President or his
advisors the opportunity and the right?

Mr. CORTNEY. Yes, Senator.
Senator MALONE. To lower a duty?
Mr. CorrNEY. Yes, Senator Malone.
Senator MALONE. You are in favor of it. All right, now if you

will let it go at that, we can pass to something else. You are also in
favor of the International Trade Organization that was turned down
by Congress?

Mr. CORTNmy. Senator Malone, I am the author of a book against
the international trade organization. I was at the heart of the battle
against the International Trade Organization, and so was the United
States Council and the International Chamber of Commerce.

Your obedient servant is the author of a book which I believe has
played quite a role in the fight-you may not know it-against the
ITO charter. I was opposed to it, but I was opposed to it for two
reasons, Senator Malone, one is that many of its provisions were
hampering the expansion of international trade in which I believe,
and second, many of its provisions were discriminatory against
American trade. And those two objections were so strong in my
mind that I really fought tooth and nail against it.

Senator MALONE. You are right, I did everything I could to bring
about its defeat too, and it was defeated. Now will you send me a
copy of the book?

Mr. CORTNEY. I shall be delighted to.
Senator MALONE. I will appreciate it. Maybe there are some rea-

sons there that I hadn't thought of.
Mr. CORTNEY. I shall be delighted, Senator Malone.
Senator MALONE. Now you said that if we decided to go on a basis

of fair and reasonable competitive regulation of foreign trade and did
not extend this act, that other nations would retaliate.

They would then repel or do whatever is necessary to restrict more
than they do now, even any imports from this country into their
nation. That is what I understood was the purport of what you
said.

Mr. CoRTNEy. The reason is very simple, Senator Malone. It is not
going to be done by spite or by revenge. It is a matter of being able
to maintain imports from dollar countries and maintain what we call
the international liquidity.

Senator MALONE. What was that last one?
Mr. CORTNEY. I don't know whether you are in favor of the gold

standard. I am called an old dodo because I am in favor of the gold
standard.

Senator MALONE. Would you mind running for Congress down there
where you live?

Mr. CORTNEY. I don't know; it is too difficult a job for me. I have
enough trouble with my own job.

Senator MALONE. I would like to have a little help. We are for the
gold standard, too. That is to say, I am.

Mr. CORTNEY. I am happy to hear that.
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Now, what the world is suffering from at the present time is a lack
of international liquidity. No country wants to put quotas on impora
or things of that sort, but they have to limit imports as long as they
cannot get the currencies necessary to buy the amount of imports
people wish to buy. Look what happens right now in Great Britain.

Senator MALONE. Yes, I know a lot of things that are happening
in Great Britain, if you want to go into it. They have quotas on every
thing that they produce or have almost prohibitive tariffs.

I want to ask you a simple question. Do you know of any product
that any of these nations allow to be imported inio their country
in any quantity that they themselves produce?

I wish you would just name me one.
Mr. CORTNEY. That allow the free importation?
Senator MALONE. Yes.
Mr. CORTNEY. No, I believe they all have if we are talking about

industrialized countries, I believe they all have tariffs and quotas.
Senator MALONE. Do you know of any that don't have a higher

tariff than we do on anything that they import, relatively higher than
their wages? Just name me a product or two where they have a lower
tariff than we do in relation to the wages on an article that they
produce in considerable quantity.

Mr. COETNEY. Senator, I hate to give figures which are not correct,
but you are faced with one fact and this is, that our own country is
exporting to Europe manufactured goods, despite high wages.

Senator MALONE. Will you allow me to bring you back to this
question. You are faced with a question. And then we will go to
what you have to say.

Mr. CORTNEY. I haven't got the statistics.
Senator MALONE. Then you can't answer it.
Mr. CORTNEY. I really don't know by heart all these figures.
Senator MALONE. Will you just send us down in this same mail a list

of any nation that allows imports into their nation of any considerable
quantity of a product that they themselves produce?

In other words, just name a few products where they do not have
exchange controls or permit controls, or a tariff that is higher than our
tariff relative to their wages.

(The following letter and enclosure were subsequently received for
the record:)

Cory,
New York, N. Y., March 28, 1955

Miss ELIZABETH B. SPRINGER,

Clerk, United States Committee on Finance,
United States Senate, Washingtov, D. C.

DEAR MISS SPRINGER: During my testimony before the Senate Finance com.
mittee Senator Malone asked me whether I knew of any countries manufactu
ing goods similar to those manufactured in the United States and which had
lower duties than those of the United States. I have been able to secure the
enclosed document which I hope answers the question Senator Malone addressed
to me.

Sincerely,
P. L. CORTNEY, PrOelIS .
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American duty rates which are higher than the average duty rates from the
11 following countries: Austria, Benelux, Canada, France, Germany, Italy,
Norway, Sweden, United Kingdom, according to the standard international
trade classification (8IT ) from the United Nations

Group Item United Aver-
No. No. States age

DIVISION 00. LIVE ANIMALS

001 -------- Live animals, chiefly for food:
001-04 Poultry ------------------------------------------------------------ 10 7, 8

DIVISION 02. DAIRY PRODUCTS, EGGS AND HONEY
024 ------ Cheese:

024-01 Cheese ------------------------------------------------------------- 19 15, 1
025 ---- Eggs:

025-01 Eggs in the shell ------------------------------------------- ------- 12 9, 0
025-02 Eggs not in the shell, liquid, frozen or dried ------------------------ 32 12, 1

DIVISION 03. FISH AND FISH PREPARATIONS

032 ----- Fish canned and fish preparations:
032-01 Fish and fish products, crustacea and molluscs in airtight containers- 17 16, 1

DIVISION 04. CEREALS AND CEREAL PREPARATIONS

044 -------- Maize (corn) unulled'
044-01 Maize (corn) unmilled --------------------------------------------- 6 5,3

048 -.--- Cereal preparations:
048-09 Cereal preparations for food, n. e. s ---------------------------------- 30 25

DIVISION 05. FRUITS AND VEGETABLES

051 ------- Fruits and nuts, fresh (not including oil nuts):
051-01 Oranges, tangerines, and mandarines ------------------------------ 19 12,0
051-02 Citrus fruits other than oranges, tangerines, and mandarines -------- 43 13,7
051-07 Edible nuts (including fresh coconuts), other than nuts chiefly used

for the extracting of oil ------------------------------------------- 18 7,4
052 -------- Dried fruits'

052-01 Dried fruits, not including artificially dehydrated ------------------ 14 8, 7
053 ---- Fruits preserved and fruit preparations

053-02 Fruit, fruit peel, parts of plants, drained, glaced or crystallized, fla-
vored or n ot ----------------------------------------------------- 24 23,6

053-04 Fruit juices, unfermented, whether froen or not (including sirups
and natural fruit flavors) -40 19,0

054 -------- Fresh and dry vegetables, roots and tubers, not including artiflcially 4
dehydrated:

054-01 Potatoes,
' 

not including sweetpotatoes ---- 35 12,6
054-02 Beans, peas, lentils, and other legumes (pulses) dry, including split 2 14 8,4
054-03 Crude vegetable products used chiefly as materials for human food

(e. g. manioc, arrowroot, sugar beets, sugarcane) 19 9,3
054-09 Vegetables chiefly for human food, n. e s (including sweetpotatoes). 22 19,1

055 --- -- Vegetables preserved and vegetable preparations,
055-02 Vegetables preserved or prepared (except dehydrated), in airtight

containers (including all soups and vegetable juices) 20 20,0
055-03 Vegetables preserved or prepared (except frozen, dehydrated, or in

brine), not in airtight containers ----------------------------- 28 24,3

DIVISION 07. COFFEE, TEA, COCOA, SPICES, AND MANUFACTURES THEREOF

072 ------ Cacao:
072-03 Cocoa butter and cocoa paste -------------------------------------- 14 13,1

DIVISION OS. FEEDING STUFF FOR ANIMALS (NOT INCLUDING UNFILLED
CEREALS)

081 ------- Feeding stuff for animals (not including unmilled Cereals):
081-01 Hay and fodder, green and dry (including carobs) ------------------- 5 4,6
081-03 Oilseed cake and meal and other vegetable oil residues -------------- 9 3,4

DIVISION 09. MISCELLANEOUS FOOD PREPARATIONS

091 -------- Margarine and shortenings:
091-01 Margarine: animal, vegetable or mixed ----------------------------- 27 16,8
091-02 Shortenings, lard or lard substitutes, and similar edible fats --------- 28 16,3

099 ------- Food preparations, n. e. s.:
099-09 Food preparations, n. e. a ------------------------------------------ 21 20,0

I Including seed potatoes.
2 Dry pulses used as food for animals should be included here.

59884-55-pt. 2- 33
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American duty rates which are higher than the average duty rates from the
11 following countries: Austria, Benelux, Canada, France, Germany, Italy
Norway, Sweden, United Kingdom, according to the standard internatio
trade classification (SITC) from the United Nations-Continued

Group Item United Avip
No. No. States ag

SECTION 1-Continued

DIVISION 12. TOBACCO AND TOBACCO MANUFACTURES

121 ------ Tobacco unmanufactured:
121-01 Tobacco unmanufactured (including scrap tobacco and tobacco

stems) ---------------------------------------------------------- 21 ,0
122 ------ Tobacco manufactured:

122-01 Cigars and cheroots ------------------------------------------------ 36 19,7

SECTION 2

DIVISION 21. HIDES, SINS, AND FUR S'IN , UNDRESSED

211 ------ Hides and skins (except fur skins), undressed:
211-01 Hides of cattle, including buffalo, and hides of horses, mules, and

asses, u ndressed ......... ... ----------------------------------- - 2 0,9
211-02 Calfskins and kip skins, undressed ----- ---------------------------- 0,7

DIVISION 22. OILSEEDS, OIL NUTS, AND OIL KERNELS

221 - Oilseeds, oil nuts and oil kernels:
221-04 Soybeans. ........................................................... 31 6,1
221-05 L inseed (flaxseed) ------------------------------------------------ - 11 ,2
221-06 C ottonseed ---------------------------------------------------------- 23 4 3
221-07 C astorseed ---------------------..---------................ ---------- 4 3,4

DIVISION 23. CRUDE RUBBER, INCLUDING SYNTHETIC AND RECLAIMED

231 ------ Crude rubber, Including synthetic and reclaimed:
231-02 Synthetic rubbers and rubber substitutes (Factis) ------------------- 10 k3

DIVISION 28. TEXTILE FIBERS, NOT MANUFACTURED INTO YARN, THREAD
OR FABRICS, AND WASTE261 ..... Silk:

261-02 Unreelable cocoons and cocoon wastes, frisons, silk thread waste,
and silk nolls ----------------------------------------------------- 18 4,9

262 ------ Wool and other animal hair:
262-01 Sheep's and lamb's wool, greasy or back washed ------------------- 15 1,6
262-02 Sheep's and lamb's wool, scoured, whether or not bleached or dyed 25 2,5
262-03 Fine animal hair (including angora rabbit hair), suitable for spinning,

other than wool -------------------------------------------------- 15 1,4
262-06 Wool shoddy ------------------------------------------------------ 34 5,2
262-07 Wool or fin ' hair, carded or combed, including tops- ---- - _---25 4,4
262-08 Waste of wool and of other animal hair ----------------------------- 20 ,7

263 ------- Cotton:
263-01 Raw cotton, other than linters ------------------------------- 11 1,7
263-04 Cotton, carded or combed ---------------------------------------- 5 4,8

264 ------- Jute:
264-01 Jute, including jute cuttings and waste ----------------------------- 3 0,8

265 ------- Vegetable fibers, except cotton and jute:
265-01 Flax and flax tow and waste 4 1,8
265-02 Hemp and hemp tow and waste (cannabis sativa and crotalarla

jun cea) ...... ................................ 4 0,9265-09 Vegetable textile fibres, n. e. s., and waste of such fibers ------------- 3 0,8
266 -..- . Synthetic fibers:

266-01 Synthetic fibers in staple lengths suitable for spinning, and waste -- 21 11,6
267 ------- Waste materials from textile fabrics:

267-01 Waste materials from textile fabrics, including rags ------------------ 7 1,4

DIVISION 27. CRUDE FERTILIZERS AND CRUDE MINERALS, EXCLUDING
COAL, PETROLEUM, AND PRECIOUS STONES

272 -- Crude minerals, excluding coal, petroleum, fertilizer materials, and
precious stones:

272-02 Sand ------------------------------------------------------------ 8 ,7
272-03 Gravel and crushed stone ------------------------------------------ 4 ,3
272-04 Clay------------------------------------------~ 8 ,272-0S Building and monumental (dimTension_) s-to ne, -not -worked----------- 9 4,
272-11 Stone for industrial uses, except dimension (gypsum, llnestone) ----- 4 %3
272-13 Mica, uncut or unmanufactured, in sheets or blocks, filns and split-

tings; scrap mica, unground or ground ............................ 21 %
272-14 Feldspar, fluorspar and cryolite- ..........-- ...............- 12 3,7
272-15 Magnesite -------------------------------------------------------- 28 3,2
272-16 Graphite ---------------------------- ---------------------------- 8 3,2
272-19 Nonmetallic minerals, crude, n. e. s ------------------------------------- 3,1



TRADE AGREEMENTS EXTENSION 113

American duty rates which are higher than the average duty rates from the
11 following countries: Austria, Benelux, Canada, France, Germany, Italy,
Norway, Sweden, United Kingdom, according to the standard international
trade classification (SITO) from the United Nations--Continued

Group Item United Aver-
No. No. States age

SECrION 2--Continued

DIVISION 28. METALLIFEROUS ORES AND METAL SCRAP

282 -.... Iron and steel scrap:
282-E Scrap iron and steel --------------------.-------.------------------- 3 0,3

283 ......-.Ores of nonferrous base m etals and concentrates 1:
i83-o1 Copper ore and concentrates ----------.--------------------------- 5 0,5
283-03 Bauxite (aluminum ore) and concentrates -------------------------- 8 1,6
283-04 Lead ore and concentrates ------------------------------------------ 7 1,4
283-05 Zinc ore and concentrates ------------------------------------------ 15 2,2
283-07 Manganese ore and concentrates ----------------------------------- 12 1,2
283-11 Tungsten ore and concentrates ------------------------------------- 8 2 4,7

284 -.--- - Nonferrous metal scrap:
284-01 Scrap of nonferrous metals ----------------------------------------- 4 3,2

DIVISION 29. ANIMAL AND VEGETABLE CRUDE MATERIALS, N. E. S.

292 -------- Crude vegetable materials, inedible, n. e. a.:
292-03 Vegetable materials for plaiting (e. g. for baskets and plaited rugs),

including bamboo --------------------- - -------------------------- 7 2,7
292-04 Plants seeds, flowers and parts of plants, n. e. s., mainly for use in

medicines or perfumery ---..------------------------------------- 2 1,7
292-05 Seeds for planting ---------------------------------------------.... 7 4,1
292-07 Cut flowers and foliage ---------------..------------------------- 26 20,0
292-09 Vegetable saps, juices and extracts, n. e. s., except dyeing and tan-

ning extracts, and vegetable materials, n. e. s --------------------- 8 5,1

SECTION 3

DIVISION a1. MINERAL FUELS, LUBRICANTS, AND RELATED MATERIALS

311 ------- Coal coke and briquettes:
311-01 C5oal (anthracite, bituminous, subbituminous, lignite) ------------ 26 4,8
211-02 Coke of coal and of lignite ------------------------------------------ 17 3,2
311-03 Briquettes of coal, of lignite, of coke and of peat --------------------- 70 8,4

313 -------- Petroleum products.
313-03 Gas oil, diesel oil, and other fuel oils -------------------------------- 5 3,9

SECTION 4

DIVISION 41. ANIMAL AND VEGETABLE OILS (NOT ESSENTIAL OILS) PATS,

GREASES, AND DERIVATIVES

411 -------- Animal oils and fats:
411-01 Oils from fish and marine animals ..--------------------------- 0 8,1
411-02 Animal oils, fats and greases, excluding lard 

4 ------------------ ---- 23 8,2
412 ------ Vegetable oils:

412-01 Linseed oil -------..------------------------------------------- --- 24 9,7
412-02 Soybean oil ------..----------------------------------------- ---- 37 11,0)
412-05 Olive oil ------------------------------------------------------ ---- 0 7,6
412-07 Coconut (copra) oil ------------.---------------------------------- 18 9,2
412-11 Castor oil ---------------------------------------------------------- 12 7,7

413 -.--- Oils, and fats processed,
4 

and waxes of animal or vegetable origin:
413-01 Oils, oxidized, blown or boiled ------------------------------------ 20 11,4

SECTION 5

DIVISION 51. CHEMICAL ELEMENTS AND COMPOUNDS

511 - Inorganic chemicals:
511-04 Sodium carbonate (soda ash) --------------------------------------- 12 11,0
511-09 Inorganic compounds and chemical elements, n. e. s ----------------- 14 9,2

512 ----- Organic chemicals:
512-01 Aliphatic organic acids and anhydrides (e. g. acetic acid, tartaric acid,

citric acid) ------------------------.-------------------------- 14 13,5
512-03 Glycerine ---------------------------------------------------------- 0 6,1
512-04 Alcohols, n. e. s -------------------------.-------------------------- 25 21,0

S The weight and value of each metal contained herein should be specified.
4 Margarine, lard, lard substitutes, shortenings and similar edible fats are classified in group 091 (items

D91-01 and 091-02).
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American duty rates which are higher than the average duty rates tram4 tA
11 following countries: Austria, Benelux, Canada, France, Germany, Ita,

'Norway, Sweden, United Kingdom, according to the standard internati¢s
trade classification (SITC) from the United Nations-Continued

Group Item United A16
No. No. States se

SECTION -- continued

DIVISION 53. DYEING, TANNING AND COLORING MATERIALS

531 -------- Coal-tar dyes:
531-01 Coal-tar dyestuffs and natural indigo -------------------------------- 45 I

532 -------- Dyeing and tanning extracts, and synthetic tanning materials:
532-01 Dyeing extracts (vegetable and animal 5) ------------------------ 9 4,5532-02 Tanning extracts, except synthetic tanning materials ---------------- 8 A3

533 ------ Pigments, paints, varnishes, and related materials:
533-01 Coloring materials, including distempers, other than of coal-tar

o rig in ------- --- ----- ---- --- ----- ---- ---- ---- --- --- -- ---- --- ------ 12 10,4
533-03 Prepared paints, enamels, lacquers, varnishes, artists' colors, sicca-

tives (paint driers) and mastics ------------------------------------ 25 16,3

DIVISION 54. MEDICINAL AND PHARMACEUTICAL PRODUCTS

541 ....... Medicinal and pharmaceutical products:
541-01 Vitamins and vitamin preparations --------------------------------- 13 8,6
541-09 Medicinal and pharmaceutical products, n. e. s ---------------------- 18 1

DIVISION 55. ESSENTIAL OILS AND PERFUME MATERIALS: TOILET
POLISHING AND CLEANSING PREPARATIONS

551 -.-- Essential oils, perfume and flavour materials:
551-02 Synthetic perfume and flavor materials and concentrates, and

enfleurage greases and mixtures of alcohol and essential oils -------- 26 13,8
552 ----- Perfumery, cosmetics, soaps, and cleansing and polishing preparations:

552-02 Soaps and cleansing preparations ----------------------------------- 16 14,5
DIVISION 59. EXPLOSIVES AND MISCELLANEOUS CHEMICAL MATERIALS

AND PRODUCTS
591 -------- Explosives:

591-01 Propellent, powders, prepared explosives and sporting ammunition 23 14,3
591-03 Pyrotechnical articles ----------------------------------------------- 58 223

599 ----- Miscellaneous chemical materials and products:
599-01 Synthetic plastics materials in blocks, sheets, rods, tubes, powder,

and other primary forms ----------------------------------------- 27 12,599-04 Casein, albumen, gelatin, glue, and dressings ---------------------- 1 11,3
599-09 Chemical materials and products, n. e. s ---------------------------- 29 13,7

SECTION 6
DIVISION 61. LEATHER, LEATHER MANUFACTURES, N. E. S., AND

DRESSED FURS
611 ------- Leather:

611-01 Leather ------------------------------------------------------------ 11 2,612 ---- Manufactures of leather, n. e. s.:
612-02 Saddlery and other hanessmakers goods -------------------------- i 14,7
612-09 Manufacture of leather, n. e. s -------------------------------------- 17 14,4

DIVISION 62. RUBBER MANUFACTURES, N. E. S.

629 ----- Rubber fabricated materials:
629-09 Manufactures of soft and hard rubber, n. e. s ----------------------- 21 12,

DIVISION 63. WOOD AND CORN MANUFACTURES (EXCLUDING FURNITURE)

631 -------- Veneers. plywood, boards, artificial or reconstituted wood and other
wood, worked, n. e. s.:

631-02 Plywood, including wood faced with veneer sheets ------------------ 25 10,
632 ....... Wood manufactures, n. s. s.:

632-03 Builders' woodwork (including doors, sash, blocks, and strips forparquet and other flooring, and ready-cut wooden parts of build-
tugs, with or without fittings and accessories)i -------------------- 18 17,0

632-09 Manufactures of wood, n. e. a --------------------------------- 21 104
633 -0---- Cork manufactures:

633-01 Agglomerated cork materials ------------------------------------- 14 1,D633-09 Articles made of natural or agglomerated cork, n. e. ---------------- 28 1,8
6 Including all vegetable and animal dyes except indigo.
6 Prefabricated buildings and panels, of all materials, are classified in group 811 (item 811-01) and wooS

furnuiture in group 821 (item 821-01).
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DIVISION 64. PAPER, PAPERBOARD AND MANUFACTURES THEREOF

641-04 Paperboard (cardboard), including corrugated cardboard but not
including building board ----------------------------------------- 17 13,7

641-07 Paper and paperboard, coated, impregnated, vulcanized, etc., other
than bituninizod or asphalted ---------------------------------- 16 13,5

641-11 Cigarette paper -------------------------------------------------- 23 14,4
641-12 Blotting paper and filter paper ------------------------------------- 16 13,7
641-19 Paper and paperboard, n. e. s ------------------------------------- 17 13,7

642 -------- Articles made of pulp, of paper and of paperboard:
642-02 Envelopes, paper in boxes, packets, etc 21 19,8
642-09 Articles of pulp, of paper and of paperboard, n. e. s ----------------- 24 17,8

DIVISION 65. TEXTILE YARN, FABRICS, AND MADE-UP ARTICLES AND
RELATED PRODUCTS

651 ----- Textile yard and thread:
611-01 Thrown silk and other silk yarn and thread (including schappe and

bourette) --------------------------------------------------------- 28 11,4
651-02 Yarn of wool and hair ---------------------------------------------- 43 10,0
651-05 Yarn and thread of flax, hemp, and ramie --------------------------- 20 8,4
651-06 Yarn and thread of synthetic fibres and spun glass ------------------- 37 20, 5
651-09 Yarn of textile fibres, n. e. s. (including paper yarn) 17 12,5

652 ------- Cotton fabrics of standard type (not including narrow and special fabrics:
612-01 Cotton fabrics, gray (unbleached) ----------------------------------- 22 16,3
652-02 Cotton fabrics, other than gray (bleached, dyed, mercerized, printed

or otherwise finished) 24 18
653 -------- Textile fabrics of standard type (not including narrow and special

fabrics), other than cotton fabrics:
653-01 Silk fab rics -------------------------------------------------------- 35 22,0
653-02 Woolen and worsted fabrics (including fabrics of fine hair) ---------- 40 19,0
653-03 Linen, hemp, and ramie fabrics - 19 15,7
653-05 Fabrics of synthetic fibres and spun glass ------------------------ 27 24, 4
653-06 Fabrics of textile fibres mixed with metal ---------------------------- 20 18,1
653-07 Knitted fabrics (piece goods of all textile fibers) - 31 20, 2
653-09 Fabrics, n. e. s. (including fabrics made of coarse hair and of paper

yarn) ----------------------------------------------------------- - 22 17, 6
654 -------- Tulle, lace, embroidery, ribbons, trimmings and other small wares:

654-01 Tulle, lace, and lace fabrics of all fibres (including net and netting) 43 23, 2
6&1-02 Ribbons of silk and of synthetic fibers ---------------------------- 26 22, 0
054-03 Ribbons (other than of silk and of synthetic fibers); trimmings, tapes,

and bindings of all fibers, except elastic - 34 17, 7
654-04 Embroidery, in the piece, in strips, or in motifs, not including em-

broidered clothing and other embroidered made-up articles ------- 63 22,6
655 ------- Special textile fabrics and related products:

655-01 Felts and felt articles, except hats and hoods for hats (hat bodies) ---- 23 13,5
655-02 Hat bodies of wool felt and fur felt --------------------------------- 89 21, 8
655-03 Hat bodies, n. e. s ------------------------------------------------- 18 12,0
655-05 Elastic fabrics, webbing and other small wares of elastic ------------ 25 19,1
655-06 Cordage, cables, ropes, twines, and manufactures thereof (fishing

nets, ropemarkers' wares) ............ 15 10,9
655-09 Special products of textile materials and of related materials, n. e. s- 30 12,9

650 ------ Made-up articles wholly or chiefly of textile materials n. e. s. (other than
clothing and footwear):

656-03 Blankets, traveling rugs and coverlets of all materials --------------- 45 22,1
656-04 Bed linen, table linen, toilet linen, and kitchen linen ---------------- 29 24,4
656-05 Made-up curtains, draperies, and made-up household articles of tex-

tile materials, n. e. s ------------------------------------------ ---. - 73 35,8
656-09 Made-up articles of textile materials, n. e. s -------------------------- 46 23,7

657 6-----2- Floor coverings and tapestries:
657-02 Carpets, carpeting, floor rugs, mats, matting and tapestries of textile

fibres, other than wool and fine hair ------------------------------ 28 23,7
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DIVISION 66. NONMETALLIC MINERAL MANUFACTURES, N. E. S.

661 -------- Lime, cement, and fabricated building materials except glass and clay
materials:

661-03 Building and monumental (dimension) stone, worked --------------- 14 10,6
661-09 Building materials of asbestos, cement, and of baked or unfired non-

m etallic m inerals, n. e. s ------------------------------------------ 13 12,8662 ..... Clay construction materials and refractory construction materials:
662-02 Wall tiles floor tiles, pipes and other clay construction materials,

except those of brick earth or of ordinary baked clay -------------- 32 17,8RE fractory bricks and other refractory instruction materials - --- 14 7,9663 ------- Mineral manufactures, n. e. s., not including clay and glass:
663-01 Grinding and polishing wheels, stones, and siued grains ------------- 18 ,
663-02 Abrasive cloths and papers, and similar articles ................- 10 9,8
663-04 Manufactures of mica (built-up mica products, and articles made

from sheet mica and built-up mica) ......................... . 30 9,4
663-05 Carbon and graphite products, except crucibles (including lighting

carbons, electrodes, carbon brushes and brush stock, and battery
carbons) ------- ----------------------------------- 15 13,4663-06 Nonmetallic minerals, worked or manufactured, n. e. s--------- 16 15,2

663-07 Refractory products other than refractory construction materials
(e. g. retorts, crucibles, muffles, nozzles, plugs, supports, tubes,
pipes, sheets, rods) ..... .........--. --------------------------- 24 11,3663-09 Articles of ceramic materials, n. e. s -------------------------------- 43 17,4664 -.- Glass:

664-02 Optical glass and spectacle glass, unworked ------------------------ 50 11,
664-03 Sheet (window) glass, unworked ------------------------------------ 18 17,7664-06 Bricks, tiles, and other construction materials of cast or pressed glass. 20 18,6
664-08 Sheet and plate glass, tinned, silvered, or coated with platinum, not

further worked -------------------------------------------------- 30 20,4
664-09 Glass, n. e. s ------------------------------------------------------ 29 17,5

665 - ------ Glassware-
665-01 Bottles, flasks, and other containers, stoppers, and closures of com-

mon glass; blown, pressed, or molded, but not otherwise worked-- 25 1,6665-02 Glass tableware and other articles of glass for household, hotel, and
restaurant use ---------------------------------------------------- 30 1,4665-09 Articles made of glass, n. e. s --------------------------------------- 38 17,8

666 - ------ Pottery:
666--02 Table and other household (including hotel and restaurant) and art

articles of faience or fine earthenware ----------------------------- 60 K 1
666-03 Table and other household (including hotel and restaurant) and art

articles of chinaware or porcelain --------------------------------- 47 24

DIVISION 67 SILVER, PLATINUM, OEMS, AND JEWELRY

672 ....... Precious and semiprecious stones and pearls, unworked and worked:
672-01 Precious and semiprecious stones (including synthetic) uncut ....... 17 Z,2
672-02 Precious and semiprecious stones (including synthetic), cut but not

set 8 4,16372-03 Natural and cultured pearls, unvorked ------------------------- 8 1,3
673----- Jewelry, and goldsmiths' and silversmiths' wares:

673-01 Jewelry of gold, silver, and patinum group metals, and goldsmiths'
and silversmiths' wares (except watches) -- 49 14673-02 Imitation jewelry (jewelry not of precious or semiprecious materials)_. 57 1,7

DIVISION 68. BASE METALS681 .... Iron and steel:
681-02 Ferroalloys -- - ----- 17 7,

6

681-03 Ingots, blooms, slabs, billets, sheet bars and ti-nplate bars, andequivalent promary forms - . .. . . 13 60
681-04 Joists, girders, angles, shapes, sections, bars, and concrete reinforce-

ment rounds, including tube rounds and squares ------------------ 13 1%0
681-13 Steel tubes and fittings, welded or drawn 15 14,8i81-14 Pipes and fittings, cast, whether gray iron or malleable iron- 14 10

682 -.... Copper:
682-401 Copper and alloys, not refined and refined, unwrougbt ------------- 6 Z2
682-02 Copper and alloys of copper, wrought (bars, rods, plates, sheets,

wire, pipes, tubes, castings, and forgings) ---------------------- 16 ,9.
683 ----- Nickel:

683-02 Nickel and nickel alloys, wrought (bars, rods, plates, sheets, wire,
pipes, tubes, castings, and forgings) -------------------------------. 15 8,5

T Including allow steel throughout.
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DIVISION 68. BASE METALS-cfntinued

684 ------- Aluminum:
684-01 Aluminum and aluminum alloys, unwrought ---------------------- 11 10,0
684-02 Aluminum and aluminum alloys, wrought (bars, rods, plates,

sheets, wire, pipes, tubes, castings, and forgings) ----------------- 14 13,7
687- Tin:687-02 Tin and tin alloys, wrought (bars, rods, sheets, wire, pipes, tubes,

castings, and forgings) --------- ----------------------------------- 22 8,2
689 - Miscellaneous nonferrous base metals employed in metallurgy:

68-01 Nonferrous base metals employed in metallurgy and their alloys,
n. e. s., unwrought ----------------------------------------------- 20 6,8

689-02 Nonferrous base metals employed in metallurgy and their alloys,
n. e. s., wrought ........ 25 11,7

DIVISION 69. MANUFACTURES OF METALS
691 ----- Ordnance:

691-02 Firearms other than firearms of war (but including revolvers and
pistols); sidearms .... --------------------------------------- 40 20,5

699 -------- Manufactures of metals, n. e. S.:
699--05 Wire netting, wire fencing, wire grills, wire mesh, and expanded

metal of iron and steel, including barbed wire ------------------- 23 16,7
699-06 Wire netting, wire fencing, wire grills, wire mesh and expanded

metal of aluminum, copper, and other nonferrous base metals ----- 23 15,3
699-07 Nails, bolts, nuts, washers, rivets, screws, and similar articles of all

base metals ..... ------------------------------------------ 1 14,2
699-08 Needles and pins of all base metals ----------------------------- 35 15,8
699-12 Hand tools (including sets of hand tools), tools for machines, and

hand implements, including agricultural -. 17 13,5
699-13 Household utensils of iron and steel (whether enameled or not) ----- 16 16,3
699-14 Household utensils of aluminum ----------------------------------- 25 19,6
699-15 Household utensils of base metals except iron, steel, aluminum ----- 20 17, 7
699-16 Table and kitchen knives, forks, and spoons of base metals, including

plated ------------------------------------------------------------ 23 15,1
699-17 Cutlery, n. e.s -------------------------------------- 42 15,9
699-18 Hardware of metal (locks, padlocks, safety bolts, keys, fittings for

doors, windows, furniture, vehicles, trunks, saddlery, etc.) ------- 25 17,4
699-22 Stoves, furnaces (not for central heating), grates and ranges made of

metal (not electric) 18 15,0
699-29 Manufactures of metals, n. e. s 34 16,6

SECTION 7

DIVISION 71. MACHINERY OTHER THAN ELECTRIC

711 -.---- Power generating (except electric) machinery:
711-04 Aircraft engines, including jet propulsion engine 15 14,6

714 ------- Office machinery:
714-01 Typewriters ................. 15 13,5
714-02 Accounting, bookkeeping, calculating, and other office machines,

and cash registers ------------------------------------------------ 13 11,5
715 ----- Metalworking machinery:

715-01 Machine tools for working metals (e. g., boring, drilling, milling,
planning, grinding, gear-cutting machinery) ---------------------- 17 11,6

716 ------ Mining, construction and other industrial machinery:
716-06 Paper mill and pulp mill machinery, and machinery for paper man-

u factu res -------------------------------------------- a ............. 23 15,9
716-07 Printing and bookbinding machinery (including printing type

printing plates, and other printing accessories; photogravure ana
similar apparatus, except photographic apparatus) ---------------- 12 9,5

716-08 Textile machinery and accessories ---------------------------------- 19 12,8
716-11 Sewing machines, industrial and household ------------------------ 13 11,4
716-14 Ball bearings and roller bearings, and parts ------------------------ 19 15,2
716-15 Machine parts and accessories (except electrical) not included in

Item 716-13 and not assignable to a particular class of machinery_.. 15 13,6
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DIVISION 72. ELECTRIC MACHINERY, APPARATUS AND APPLIANCES

721 ---- Electric machinery, apparatus, and appliances:
721-02 Electric batteries (accumulators included in 721-19) ----------------- 19 15,5
721-03 Bulbs and tubes for electric lighting, complete ---------------------- 23 1,721-0 5 Apparatus (other than radio) for telegraphy and telephony -------- - 18 18,2
721-06 Electrothermic apparatus, including domestic appliances ------------ 1 14,
721-08 Apparatus for measuring and controlling electric energy; electric

signalling and safety apparatus; electric bells --------------------- 5 18,1
721-11 Electric apparatus for medical purposes and radio-logical apparatus

(not including tools and instruments merely actuated by electric
motors) -------------------------------------------------------- 12 11,6

721-19 Electrical machinery, apparatus and appliances, n. e. s., and parts
of accessories not assignable to a particular class of electrical ma-
chinery --------------------------------------------------------- 18 10,0

DIVISION 73. TRANSPORT EQUIPMENT

731 -------- Railway vehicles:
731-05 Railway and tramway passenger cars (coaches) without power

equipment (to include all cars (coaches) of passenger service such
as luggage vans and traveling post offices) ------------------------ 23 19,5733 ----- Road vehicles other than motor vehicles:

733-02 Parts of bicycles and of other cycles, not motorized (not including
tires and electric parts) ------------------------------------------ 23 17,4735 ----- Ships and boats:735-09 Ships and boats, n. e. s --------------------------------------------- 11 8,1

SECTION 8

DIVISION 81. PREFABRICATED BUILDINGS, SANITARY, PLUMBING, HEATING
AND LIGHTING FIXTURES AND FITTINGS

811 ------ Prefabricated buildings and their assembled parts-
811-01 Prefabricated buildings and their assembled panels and parts of all

materials 15 13,1812 -------- Sanitary, plumbing, heating, and lighting fixtures and fittings:812-02 Sinks, washbasins, bidets, baths, and other sanitary and plumbing
fixtures and fittings of ceramic and other materials, except metal--- 35 25,9

812-04 Lighting fixtures of all materials (gaslight and electric light fixtures
and fittings and parts thereof, lamps and lanterns) ---------------- 23 14,9

DIVISION 82. FURNITURE AND FIXTURES

821 - ------ Furniture and fixtures-
821-01 Wood furniture and fixtures ---------------------------------------- 17 15,7821-09 Furniture and fixtures, n. e. s. 8 ------------------------------------ 30 21,0

DIVISION 83. TRAVEL GOODS AND HANDBAGS, AND SIMILAR ARTICLES

831 - Travel goods and handbags, and similar articles:
831-01 Travel goods (trunks, suitcases, traveling bags, dressing cases,

shopping bags, haversacks, packs, and similar articles I) of all
materials --------------------------------------------------------- 21 lk5831-02 Handbags, wallets, purses, pocketbooks, and similar articles of all
materials --------------------------------------------------------- 39 21

DIVISION 84. CLOTHING

841 . Clothing except fur clothing:
841-01 Stockings and hose -------------------------------------------------- 3 20841-02 Underwear and nlghtwear, knit or made of knitted fabrics --------- 33 Al
841-03 Outerwear, knit or made of knitted fabrics ----------------------- 40 A6841-04 Underwear and nlghtwear, other than knitted -------------------- 43
841-01 Outerwear, other than knitted 10 ------------------------------ 43 2%7841-06 Leather coats and other leather clothing---------------- - 28 17,0841-08 Hats, caps, and other headgear of wool felt and fur felt . . . 47 18,
841-11 Hats, caps, and other headgear of other materials than wool felt and

fur felt . . ... 2 21,8841-12 Gloves and mittens of all materials (except rubbe gIovs) .... i. 2,9
I Furniture of bamboo, of coir, of reed, of rattan, or the like (wickerwork); furniture of plastics; Oth

furniture not included in the items 821-01 and 821-02. Accessory materials such as padding or upholster!
to be disregarded in classifying all furniture.

' See also 642-01 and 65-01.
10 Not including items classified under items 841-06 and 841-07.
i Rubber gloves are classified in item 629-09.
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DIVISION 85. FOOTWEAR
851 -------- Footwear:

851-09 Footwear, i. c. s., and parts including gaiters, spats, leggings,
puttees) ------------------------------------------------------- 25 19,1

DIVISION 86. PROFESSIONAL, SCIENTIFIC, AND CONTROLLINr INSTRUM ENTS:
PHOTOGRAPHIC AND OPTICAL GOODS, WATCHES AND CLOCKS

861 ------ Scientific, medical, optical, measuring and controlling instruments and
ap aratus:

861-01 Optical instruments and appliances and parts thereof except photo-
graphic and cinematographic. -- 34 15,3

861-02 Photographic and cinematographic apparatus and applIances 22 15,1
861-03 Surgical, medical and dental instruments and appliances, except

electric (but including those merely activated by electrical motor) 37 15,1
861-09 Measuring, controlling and scientific instruments, n. e. s 31 15,8

862 ------- Photographic and cinematographic supplies
862-02 Cinematographic films, not exposed -.- 35 14,4
862-03 Chemical products for use in photography put up for retail sale ---- 46 18,5

864 ------ Watches and clocks
864-01 Watches, watch movements, cases, and other parts of watches ------- 37 14, 7
864-02 Clocks, clock movements ------------------------------------ 1 18, 3

DIVISION 89. IISCELLANEOUS MANiUFACTURED ARTICLES, N. E S.

891 -------- Musical instruments, phonographs and phonograph records-
891-01 Phonographs (cramophones), including record players --..----------- 29 16,0
891-09 Musical instruments, n e. s ...... 21 15,5

892 ........ Printed matter.
892-01 Books and pamphlets, printed ---------- 5 3,5
892-02 Newspapers and periodicals -- 10 1,9
892-03 Music printed, engraved or in manuscript, unbound or bound ---- 8 1,6
892-04 Pictures and designs, printed or otherwise reproduced on paper or

card b oa rd .... ............... .................................- 19 12, 1
892-09 Printed matter on paper or cardboard, n. e. s. (including labels of

all kinds, whether or not printed or gummed, commercial pub-
licity material, giceting cards, printed cards for statistical ma-
chines, stamps, banknotes, calendars of all kinds) -- - 15 10,0

899 ----- Manufactured articles. n. e. s.:
899-01 Candles, tapers, and articles of inflammable materials, n. e. s. (e. g.,

solidified alcohol, sulfured wicks) -- ---------------------------- 21 15,6
899-02 M atches ... .......... ...... ................ ............... 18 13,9
899-03 Umbrellas, parasols, walking sticks, and similar articles ............. 34 19,3
899-04 Prepared ornamental feathers and articles made of feathers; artificial

flowers, foliage of fruit; article of human hair, ornamented fans ---- 29 23,1
899-05 Buttons and studs of all materials except those of precious metals .- 31 20, 2
899-11 Articles m ade of plastics, n e. s -- --................................ 35 21,8
899-12 Articles of basketware or of wickerwork, n. e. s -.................... 23 15, 5
899-13 Brooms and brushes of all materials ------------------------------- 37 17,7
899-14 Sports goods (not including arms and ammunition) ..............- 23 14,4
899-15 Toys and games (including baby carriages, playing cards) -------- 44 22,9
899-16 Fountain pens, propelling pencils, penholders and pencilholders of all

m a terials ................. .................. ................... 26 15,1
899-18 Pipes, cigarholders, and cigarette holders ........................... 37 18, 1
899-21 W orks of art and articles for collections ---------------------------- 4 2,0
899-99 M anufactured articles, n. e. s --------------------------------------- 26 16, 5

SECTION 9

DIVISION 92. IIVE ANIMALS OTHER THAN FOR FOOD

921 ........ Live animals other than for food:
921-09 Live animals (not for food) n. e. s .................................. 5 2,1

DIVISION 93. RETURNED GOODS AND SPECIAL TRANSACTIONS

931 -------- Returned goods and special transactions:
931-02 Special transactions (personal effects of travelers and immigrants,

samples and articles temporarily imported or exported, and other
special cases) ..................................................... 12 .....

IS Motion-picture recording and reproducing sound equipment and parts are classified in item 861-02;
radio-gramophones in item 721-04.
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Mr. CORTNEY. I shall investigate the matter, but I want to go on
record immediately that if they have such a situation, they are as
wrong as we are when we have too high tariffs.

I have no hesitation in saying that anyone who favors trade barriers
stands against peace and hampers all the efforts our country is making
for the maintenance of peace.

Senator MALONE. In other words, you still think that this act has
brought about peace in the world? We have only had two wars since
we passed it.

Mr. CORTNEY. There is not one single act which will bring about
peace, but I know that international trade is an important factor
making for peace.

Senator MALONE. I think if you will investigate international trade,
it is a thing that brings about the wars in Europe. The are trade
wars, they are not anything else. European countries are overpopu-
lated. You couldn't make a living there; that is the reason you left and
my ancestors left, maybe 150 years ago.

Mr. CORTNEY. I want them to get united.
Senator MALONE. You can't because there are too many of them.
Mr. CORTNEY. They will be united eventually. Look what has

happened between Belgium and Holland right now. They are doing
away with all trade barriers. And by the way, there was lots of dis-
cussion between Belgium and Holland about differences in wages
there. Now they have given up. All the discussions about differences
in wages have evaporated.

Senator MALONE. There wasn't very much difference, was there?
Mr. CORTNEY. Oh, yes.
Senator MALONE. How much?
Mr. CORTNEY. About 50percent.
Senator MALONE. That is not as much difference as there is between

our country and theirs.
Mr. CORTNEY. Keep in mind all conditions were not equal.
Senator MALONE. Many have said there should be a United States

of Europe. I would like to see that and maybe they could trade with
each other. Italians can't even trade with England, and vice versa.

Mr. CORTNEY. I am in favor of that, Senator Malone.
Senator MALONE. All right, there might be some trade between

those little states. Most of them are smaller than our States. Half
the area there and twice the population of the United States.

Mr. CORTNEY. Sure.
Senator MALONE. So that is what is the matter with them.
Mr. CORTNEY. They are just silly, Senator Malone.
Senator MALONE. What is that?
Mr. CORTNEY. They are just silly not to form a United Europe.

This is my opinion, my frank opinion about it.
Senator MALONE. Well, now, how are we going to get them to do

that, by supporting them and paying their taxes?
Mr. CORTNEY. No. That is exactly what we should not do.
Senator MALONE. Well, we are doing it.
Mr. CORTNEY. We are wrong.
Senator MALONE. That is what I say.
Mr. CORTNEY. If we do that, we prevent them from restoring their

balance, from restoring monetary stability, and we prevent even the
formation of Europe.
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Senator MALONE. You speak of Japan. Japan was not doing so
badly until we insisted on her leaving China and Manchuria, was
she?

Mr. CORTNEY. I agree with you, Senator.
Senator MALONE. And neither was China.
Mr. CORTNEY. I agree with you, Senator.
Senator MALONE. We ran her out of China and destroyed her

utterly didn't we?
Mr. dOETNEY. I am afraid we did.
Senator MALONE. Now she is on our payroll, and it is only an

opinion such as you expressed. She must trade with Manchuria and
China. It doesn't matter who controls China and Manchuria, and
she will trade with them. Not such a long time ago she was doing
it, and she may be doing it yet. We were financing it. Shewasgetting
ore out of Lovelock, Nev., shipping it 10,000 miles. So you know
she is not going to continue to do that.

I think you will agree with that, that she is going to trade with
China, and it doesn't make any difference who controls China.

Mr. CORTNEY. Senator Malone, may I answer this queer question
by pointing to a similar situation. For instance, trade between Ger-
many and Russia would probably be the most natural thing as far
as economic trends are concerned; the natural propensities of trade
would go that way. And yet, that doesn't happen.

And unless something happens in Russia, which I hope might hap-
pen, unless it be wishful thinking, 1 doubt that you will see abundant
trade between them, and yet trade between Russia and Germany would
be most natural.

Senator MALONE. Don't you think East Germany is doing all right
with them?

Mr. CORTNEY. With whom?
Senator MALONE. Russia, trading with Russia.
Mr. CORTNEY. East Germany is part of Russia.
Senator MALONE. And do you know-and if you don't I will give

you confirmation-that all of Europe is trading with Russia without
stint, and they are trading with Communist China and they want
Communist China in the U. N. and, in my opinion, are going to get
them in there and have two Chinas.

Mr. CORTNEY. Get whom?
Senator MALONE. China, Communist China into the U. N. Half

our people in Washington are committed to it now, to have 2 Chinas
just like you have 2 Koreas, you have 2 Indochinas, you have 4 Ger-
manys, you have 2 Indias. The precedent is well set.

And what you say about us supporting Japan from now on, of
course, if we pass this cockeyed thing, we will probably have to have
a special session of the United States Congress to do away with it
because it will ruin every trader in the United States in the articles
we import from them under free trade.

Mr. CORTNEY. Senator, you pushed me into a territory which is
very difficult.

Senator MALONE. Yes, it is very difficult.
Mr. CORTNEY. But I will express one thought, Senator Malone.

You may find that the responsibility of politicians is colossal, the
Far Eastern situation.
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Senator MALONE. What?
Mr. CORTNEY. That the responsibility of politicians is colossal there;

much more than that of the average citizen.
Senator MALONE. I know about it. There are 90 million people

there and every time a baby is born, somebody has to jump off the
wharf. That is their trouble. Now we can't support 90 million peo.
ple. They have to do it in the area where they are located.

Mr. CORTNEY. But nobody proposes that we should support thea;
Senator MALONE. That is what you are proposing in doing away

with the tariff.
Mr. CORTNEY. Oh, no, I propose we should trade, because if we

trade we increase the standard of living of our people and increase
employment.

Senator MALONE. We do?
Mr. CORTNEY. And we keep Japan in the free world.
Senator MALONE. It all looks very nice, doesn't it? What are you

going to do with the textile producers in this country and the machine-
tool producers and microscope and field glass producers in this
country?

What are you going to do with them?
Mr. CORTNEY. I believe that our manufacturers here have advan-

tages which manufacturers in other countries haven't got. Let me
give you an example.

Senator MALONE. I would like for you to give me one.
Mr. CORTNEY. I hear very often, for instance, my French friends

tell me, "How do you wish us to compete with the United States?"
Believe it or not, that is what they say, exactly the reverse of your
argument.

I asked them, "Why can't you compete with the United States!"
Their answer is usually about the following, "You have a very broad

market in the United States of America. Therefore you can have
mass production. You have more standardized tastes than we have.
Your coal is cheaper, your electricity is cheaper, your capital is
cheaper, the machines to produce goods can be bought cheaper in your
country because of the broad market."

I don't accept their way of reasoning, which is just the reverse of
your own. You insist on wages which, I respectfully submit, is com-
pletely fallacious from an economic point of view.

But they also take a wrong position, so that you are both wrong
that is, both my European friends and you, Senator Malone. It is
the unit cost of production which matters, and we should be in favor
of the exchange of goods produced most efficiently in various countries.
That is what we should stand for.

Senator MALONE. When you say "efficiently," of course, you men
the cost of production.

Mr. CORTNEY. That's right.
Senator MALONE. And regardless of the cost of labor-I know what

you mean, and that many of these products can be produced cheaper
in many nations than we can produce them.

Our Americans are going to these nations and taking our machinery
and our taxpayers are paying for a lot of it, and have for 6 or 7 years
paid for building these textile and other plants right where you ars
talking about.
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Mr. CORTNEY. I don't object to their buying our machines. I
strongly object to their using our money for that purpose.

Senator MALONE. It doesn't make any difference what you object to.
They have been doing it.

Mr. CORTNEY. No; they have not been doing it. We have been
doing it.

Senator MALONE. Well, all right. Now you are advocating a lower
duty so you can bring products in, produced from our machinery, and
many of our American producers are going abroad to produce.

Mr. COTNEY. If I can buy cheaper it is all right for the American
Nation, we can be better off, and we shall have more employment.

Senator MALONE. What do you manufacture in your business?
Mr. CORTNEY. Face powders, all kinds of powders, creams, per-

fumes. Our main product is face powder. Some of our products,
by the way, Senator Malone, we can produce them cheaper in the
United States than we can produce them in France.

Senator MALONE. You can produce them cheaper here?
Mr. CORTNEY. Yes, sir; and we do.
Senator MALONE. I have been kind of familiar with other kinds of

products. I don't know much about face powder. I don't even use
it after I shave.

Mr. COUTNEY. You are wrong, Senator Malone. It is very good.
You try it.

Senator MALONE. I am a little more familiar with the products that
we have been discussing here like minerals and textiles and machine
tools and other things than I am with face powder, so I can't argue
that with you.

I think, Mr. Chairman, that that is enough. I think we have the
policy of this man and of the International Chamber of Commerce,
all members of an international ring that want to bring about this
very thing that these people who are manufacturing products in this
country are against, bringing in these cheap products, cheap because
of low wages. And I understand that this witness is for it and I think
that is sufficient.

Senator CARLSON. Mr. Cortney, we appreciate very much your ap-
pearance before the committee this afternoon.

The next witness is Mr. Stuart F. Louchheim, chairman of the
Philadephia Committee for a National Trade Policy. You may pre-
sent your statement or read it or you may care to speak orally and
have it made a part of the record.

STATEMENT OF STUART F. LOUCHHEIM, CHAIRMAN, PHILADEL-
PHIA COMMITTEE FOR A NATIONAL TRADE POLICY

Mr. LoucHHEI&. I would like to have it made a part of the record.
I will read it all, if I may.

Senator CARLSON. You may, sir, and it will be made a part of the
record. You may proceed.

Mr. LoucHm Im. While I am chairman of the Philadelphia Com-
mittee for a National Trade Policy, I would like to testify today both
as chairman of this committee and as president of the Stuart F.
Louchheim Co.
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The Philadelphia Committee for a National Trade Policy consis
of a group of industrialists, bankers, et cetera, who believe that the
national interests are best served by supporting bill H. R. 1.

I would like to inject that we are not a free-trade organization but
believe that a more liberalized trade is in the national interest, a grad.
ual reduction of tariffs.

To help arrive at some program for a wise foreign trade policy
and give it the grassroots support that it should have, we in PIladel
phia felt that facts are stronger than arguments so we decided to make
a world-trade survey of the five counties surrounding Philadelphia
This survey was started over a year ago and was completed within
the past few weeks. It was carried on under the direction of our veqy
excellent Wharton School of the University of Pennsylvania.

The survey indicates that 341,000 workers are employed in plants
engaging in foreign trade of one sort or another. That comprises 60
percent of the workers in manufacturing plants and about 1 out of
every 4 workers in the area. It does not take into consideration the
very considerable number of people engaged in collateral activities
that might be affected by foreign trade. I refer to those most im-
portant areas of transportation, distributing, financing, insurance, et
cetera. This certainly indicates the tremendous impact foreign trade
has on the economy of the Philadelphia area and, inasmuch as Phila-
delphia is typical of industrial areas in other parts of the country, it
is evident to me, at least, that increased foreign trade is certainly in
the national interest.

So much for the trade survey. It is in evidence before your com-
mittee and speaks adequately for itself.

Senator MILLIKIN. Mr. Chairman, might I suggest that the witness
is from a port and many of the communities are not ports.

Mr. LOUcHREim. Yes, that is true.
Senator MILLIKIN. I am in Denver. We don't ship by water. Hence,

we don't have the same line that the port cities have.
Mr. LoucHHEIm. That is true, Senator Millikin.
Senator MrLLiKIN. If you are a warehouseman, if you are a broker,

if you are an insurance company that insures cargoes, if you are a
bank that deals in shipping, you are not thinking about the economic
repercussions of that shipping. You are thinking about getting your
fee for banking or for brokerage or for insurance, or for whatever
it may be that you have in a port city.

Mr. LOUCHHEIM. Well, that is true, sir, and those are the collateral
industries. But the manufacturing industries that I speak of comprise
11 different categories of industry, so that it is a pretty widely spread
industrial area covering almost every facet of manufacturing.

Senator MILLIKIN. And being in a port city, I assume that you do
quite a little exporting.

Mr. LoUCInIEIm. They do quite a little exporting, although they d0
a great deal of importing, too, but it is the second largest port.

Senator MILLFKIN. I just wanted to draw your attention to the fact
there may be some analogy between a port city and an interior city,
but there are facts in a port city which may influence one toward
import and export policies, which are different from an interior cit~l

Mr. LOUCHHEIM3. That is true, sir. I recognize that as a fact. -o
much for the trade survey. It is in evidence before your committee
and speaks adequately for itself.
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I would rather testify as to my own business experience with the
subject of tariff. In 1912 1 started in my grandfather's worsted-yarn
spinning business-established in the middle 1800's-and when I came
out of the Army after World War I, I became active in the executive
management of the business. During those years a prominent mem-
ber of a Pennsylvania organization representing manufacturers in
general, but largely a political and propaganda organization, would
come to me each year or contributions which were for the sole pur-
pose of lobbying for high tariff and supporting candidates for Con-
gress who were favorable to high tariff. We gave large sums each
year for this purpose and so did our competitors.

I was also active on the board of the National Association of
Worsted and Woolen Spinners and for several years was president of
the National Hand-Knitting Yarn Association, and thus had ample
opportunity to observe the activities of the industry-methods, mental
viewpoints and physical facilities.

It is my definite conviction that the entire industry was softened and
weakened by th a and odd i d om high-tariff
subsidies-protection against foreign competition. Had this indus-
try been obliged to meet competition, had they put the money theypaid for protection into research, new products, new production
methods, and more modern plants, they would have overcome a lot of
the so-called competitive disadvantages that they claim today.
American ingenuity and know-how come more quickly and abun-
dantly under periods of stress.

It is my guess that a high percentage of the spinning mills-worsted,
woolen, and cotton-were built in the 1800's. We read recently about
one of the largest woolen companies in the United States which is at
present merging with two other companies. The statement was made
by one of the executives of the company with which it is merging that
19 of their 21 plants are obsolete. This couldn't happen in an industry
that had to meet and beat foreign competition over many decades.

I am today a distributor of radio, television, and household appli-
ances as well as a manufacturer of electronic devices. As such, I have
had many and ample opportunities to observe management and facili-
ties in the heavy industry and electronic industry. In these indus-
tries you see fortunes spent for research and development and you
witness the development of automation and pushbutton plants to over-
come the very things that highly protected industries are fearful of.

We hear protectionists complaining of the lower labor costs in
foreign countries but they don't speak of lower productivity per man-
hour or of less advanced .production methods. Granted that produc-
tion methods are improving in some countries, and in many instances
with our help, but so are we in this country where management is alert
rather than sitting back and crying for Government help.

Let me assure you that competition from abroad is no worse than
some of the competition we encounter within our own country. I
would like to give you an example of this. One of the largest appli-
ances and electronic corporations in this country who are actively
opposed to H. R. 1, and who want protection because they say that
they have been unable to meet the price of foreign competition on large
power generators because of lower labor costs abroad, is the very
company that did the following: In October a year ago-October
of 1953-this concern found themselves tremendously overstocked on
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television sets. For your information, October is just the beginning
of the peak season for selling television-a time when manufacturers,
distributors', and retailers' stocks are at their highest point. This
concern, without warning, dumped several hundred thousands of
their television sets on the market at 50 to 60 percent of their former
value. This threw the entire industry into a tailspin, ruined the
Christmas business on television sets, and even caused a comparatively
small company such as mine an inventory loss of well over $100,00.
Had they waited until January they could probably have accomplished
the same purpose without as much harm and loss to the industry. No
foreign competition could have been more devastating than this. I
am convinced, therefore, that when it comes to the selfish interest as
opposed to the national interest, it is only a question of whose ox
is gored.

For many years I have been actively interested in international
affairs and have been an active exponent of international cooperation.
When one realizes that the whole free world today is smaller than
the State of Pennsylvania was 50 years ago, we must also realize that
if restraint of trade was considered harmful within our borders, it is
equally harmful today within the borders of the whole free world.

I am convinced that the Smoot-Hawley tariff bill of 1930 was a
contributing factor to World War II, and I am equally convinced that
if we make the same mistake again we will be planting the seeds of
world war three.

If H. R. 1 is defeated or emasculated we may well be throwing Japan
into the arms of Red China and Europe into the arms of Soviet
Russia. One develops friendships with customers and trade with
Communist countries will develop such friendship, which means
eventual absorption, and that means real trouble for us.

I feel, therefore, that we should subordinate our selfish interests
and the interests of selfish constituents for the national good. It takes
statesmanship on the part of our legislators rather than political
expedience and it takes enlightened self-interest on the part of industry
rather than unintelligent and narrowgaged selfish interest. Any in-
dustry will prefer foreign competition to Soviet domination and
regulation of their business and that could be the alternative to a more
liberal trade policy.

I therefore urge that you support H. R. 1.
Senator CARLSON. Mr. Louchheim, we appreciate very much your

appearance before the committee.
Senator Malone?
Senator MALONE. I judge after following your testimony all the

way through you are no longer in the worsted yarn business?
Mr. LOUCHIHEIM. No, sir. I told you I was in the electronics and

appliance distributing business today.
Senator MALONE. What do you mean by "liberalized trade"?
Mr. LOUCHHEIM. I mean liberalized trade, gradual reductions in

tariffs so that there can be a freer exchange of goods between this
country and foreign countries.

Senator MALONE. Where would the end be? I mean, your gradual
liberalization, what is your final objective?

Mr. LoucHnI-m . As free trade as is possible, and as liberal a trade
as is possible, taking into consideration certain cases where there may
be undue injury where certain specific considerations should be given
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Senator MALONE. How would you decide about this business of
injury, or how would you determine a basis upon which an investigator
could look around and select an industry that he thought should have
a reasonable protection between the higher standard of living here and
that in the chief competing country How would you approach it?

Mr. LOUCHHEim. I would first approach it from the standpoint of
the national good and the national interest.

Senator MALONE. Who would judge that national good?
Mr. LOUCHHEIM. Well, I would think that the President and the

administration would be well able to judge that.
Senator MALONE. Then I understand that the reason you are for this

is because you approve of a gradual rearrangement of our industrial
setup in this country to bring about this liberalized trade you believe
that any research made, if it will help our national economy or save
those countries from communism would be justified?

Mr. LoUCinmmI. I certainly do, because I think there are many
things involved in the question of tariffs, and so forth.

Senator MALONE. I have no doubt there are several things tied up
with it. If you want to go further into that you have full time here.

Mr. LOUCHHEIM. No.
Senator MALONE. Then you are not in favor of the principle laid

down by Congress in 1930 directing its agent, the Tariff Commission to
determine a fair and reasonable competitive balance for trade based
upon the difference of reasonable cost of production here of an article,
and the reasonable cost in the chief competitive nation, and recommend
the difference as the tariff ?

Mr. LoucHmmr. That is quite an involved question, Senator Ma-
lone.

Senator MALONE. I will simplify it for you, in other words, a tariff
was never anything more than an evener.

Mr. LOUCHHEIM3. That is right.
Senator MALONE. It was intended to make up the difference so that

there would be fair and reasonable competition, is that right?
Mr. LoucHnlEInT. Well, I would imagine we have no tariff here for

revenue only, so I suppose that is right, Senator.
Senator MALONE. NOw, certain mistakes were made, but generally

they were corrected, and when Congress passed the 1930 act they had
finally arrived at a principle where the committees of Congress did
not bother with the tariff at all. At your request if you are in business,
at the President's request, or at the request of either House of Con-
gress, or on their own motion, the Tariff Commission could take up
immediately the study of the tariff on any product upon which they
thought adjustment was due or overdue, and on hearing the full evi-
dence, if they thought the tariff ought to be lowered or raised to make
up the differential of cost of production on the basis of fair and reason-
able competition, they could do it.

Now, that is the Smoot-Hawley tariff bill that you are talking
about, isn't it?

Mr. LoucHHmx. That is right.
Senator MALONE. Now, if the tariffs were too high, if they had not

been taken out of the way by the passage of this act do you suppose
that is about what they could have done, Mr. Louchheim?

Mr. LOUCHHEIM. I think they would have kept the tariff as high as
59884-55-pt. 2-34
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possible under the Smoot-Hawley Tariff Act.
Senator MALONE. Why do you say that?
Mr. LOUCHHEIM. Because I think that was a protectionist Congress

and protectionist administration.
Senator MALONE. That is exactly what they didn't say. Now, you

talk about a high tariff, and people being for a high tariff-I don't
know anybody for a high tariff. All the people I know are interested
in doing just exactly what the Congress instructed the Tariff Com-
mission to do, and that was to determine the differential of reasonable
cost in each case and recommend that as the evener, so that you would
give the American workman and the investor equal access to their own
market.

Now, that is what you object to, isn't it?
Mr. LOUCHHEIM. No, I feel that every industry today has to be able

to stand up to foreign competition.
Senator MALONE. Competition?
Mr. LOUCUHEIX. Or domestic competition, I don't think your for-

eign competition is any worse in many instances than what we run
into here, I think we have to be able to take it; that is the American
way.

Senator MALONE. Of course, you are like Mr. Hoffman and Mr.
Holman. I understand what you are doing. And I just want to get
the record straight.

I never heard anybody kick on domestic competition. If I am in
the engineering business and somebody can do it better and cheaper
than I can, and does do it, I don't object to it.

Mr. LouCHHEM. The only reason they don't kick about the domes-
tic competition is that there is nobody to kick to. They can kick about
the foreign competition.

Senator MALONE. No, that is not the reason. It is because under the
Constitution of the United States if they have a business in Nevada,
California, or Maine, but could do business cheaper in Pennsylvania
than they could in Nevada, then they would go to Pennsylvania, and
there was no kick about it.

They read the Constitution and they lived by it. Isn't that about
right?

Mr. LOUCHHEIM. Yes. But I think the whole free world today is
pretty much in our orbit and pretty much our concern, just as the
States were 50 years ago.

Senator MALONE. You would advocate taking them in as States?
Mr. LOUCHHEIM. I didn't say that at all. I think that where eco-

nomics and things affect them materially, then that affects us.
Senator MALONE. I think so, too, and I think they are materially

affecting us right now. So let's get into this just a little bit deeper.
What you believe now is departing from the Constitution of the
United States and leaving that basis of fair and reasonable competi-
tion that the Congress laid down in 1930, and you believe that any in-
dustry in the United States should be subjected to a gradual decrease
of the protection, regardless of that differential of cost of production
between this Nation and any competitive nation. That is what you
believe?

Mr. LOUCHHrIM. I think with certain exceptions that is right.
Senator MALONE. What .are the exceptions, your business?
Mr. LocuinEim. Not at all.

1150



TRADE AGREEMENTS EXTENSION 1151

Senator MALONE. What are they?
Mr. LoucHmIaM. I think there may be occasions where there is dis-

tinct injury of some kind that should be provided for. In those
cases-

Senator MALONE. Would you name one or two of those for me, just
to give me an idea?

Mr. LoucHinm. I don't know that I can name them offhand. But
there are some. And I would make that provision.

Senator MALONE. What is the nature of them?
Mr. LOUOHHEIM. I don't think it can be defined, I just said, as a

provision, to provide for any that might come in that category. I
don't know which ones will.

Senator MALONE. Well, there are only two categories that anyone
has discussed at length, and that is on the economic structure of the
Nation, or for national defense.

Would you say only for national defense, or to preserve the eco-
nomic structure?

Mr. LouCHHEIM. I think we have to do both.
Senator MALONE. But under which category do these industries

come that you say could be sacrificed?
Mr. LoucaH~IIM. I don't think you can tell what category they come

under. I merely make it as a safety provision, if there is a case where
obviously an industry is being done an injustice that it could not
recover from in some way and not contrary to the national good, I
say that would be justified.

Senator MALONE. Do you think it would be contrary to the national
good to take one of the textile products that the Governor testified
this morning is being obliterated? Would they be something that
you would make an exception of?

Mr. LoucHIEIX. No, they would not. But I think the textile
industry could do a great deal to help themselves.

Senator MALONE. Don't you think they are doing something?
Mr. LOUcHHEIM3. I think they are doing something, but I think

they could do a great deal more. I think there are a lot of things such
as new synthetic fibers that affect the textile business other than
tariffs.

Senator MALONE. Then, if I understand you, somebody has to have
the sole authority under the law now effective, and which will be
effective if we extend this act, for whatever time it is extended.
Someone must determine in his own judgment, not on a principle at
all, but in his own judgment, whether the meshing of these industries
of the United States would be better brought about through the
sacrifice of a part or all of a certain industry or whether some inter-
national situation that might be threatened would be saved. Then
he can, of his own accord or at his own order, sacrifice a part of that
industry or all of it if he wants to.

Mr. LoucHHEirm. You said not on a principle. I don't think that
that would not be on a principle, I think it would be very much on
a principle.

Senator MALONE. It goes on a principle that is laid down in the act,
it is not on any one definite principle. He can consider any one
factor that he wants to consider, that he thinks would be to the benefit
of the industries in this Nation as a whole, or any political situation
he finds in Europe.
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And now, that is what he can do, and you are in favor of it?
Mr. LOUCHHEIM. I feel, if I may answer, that the Chief Executive

and his Cabinet, the administration, should be in the best possible po-
sition to judge all of the various facets that would make any move
on the tariff advisable or inadvisable.

Senator MALONE. You want to leave it there?
Mr. LOUCHHEIM. I think it has to be left there. I can't imagine

anyone better able to take into consideration all those facets than
the administration.

Senator MALONE. Then you think that is what should be done?
Mr. LoucHnEIn. I do.
Senator MALONE. You think we should not have any idea of revert-

ing to the principle of fair and reasonable competition that is set
down in the 1930 act?

Mr. LOt CHHEIM. Well, I think that that is too broad a question
as to what is fair and reasonable. I think that is too much a matter
of opinion.

Senator MALONE. That has nothing to do with what is fair and rea-
sonable. If you say to a Tariff Commission that they are to do a job
on the basis of principle, they are not looking around to save Switzer-
land or Ireland or England, or Russia, or some other nation, they
are looking around to preserve the economy of the United States of
America on the basis of a fair and reasonable competitive situation,
and to give the American producer and workingman equal access to
the American markets. That is what they are directed to do.

Now, you are not for that principle, you are for the principle of
leaving it to the judgment of the President and his Cabinet, or the
Cabinet and the President, whichever should be mentioned first, to
determine in his opinion what advantageous trade can be made to
further the overall economy of the United States, or to cure a political
situation he finds somewhere else in the world?

Mr. LoT7cinmI. I think there is much more than economics in-
volved; yes, sir.

Senator MALONE. You are in favor of that principle, you are in
favor of that method?

Mr. LOtUCHEIM. That is right.
Senator MALONE. You are no longer in the worsted yarn business?
Mr. LouCHHEIm. No, sir. But I can be equally affected in the

business that I am now in.
Senator MALONE. When did you leave the worsted-yarn business?
Mr. LOUCHHEIM. I left the worsted yarn business in 1930, Senator.
Senator MALONE. Probably about the right time. They passed

this law then.
I want to say something to you that I mentioned to you before.

Most all of the special writers, and the radio and television people
keep at you about the high tariff. But I want you to know that
no one that I know of who wants to protect the American worker
and investor is for a high tariff or a low tariff. They are for that
principle of making the American workman and the American in.
vestor competitive in his own market, not in the foreign markets, be-
cause we know that is impossible.

I think that you know it is too.
In other words, when you make a trade agreement, 98 percent of the

time the effect of that trade agreement (and it is not a trade agree-
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ment anyhow-it is an agreement to lower tariffs) is defeated through
a manipulation of their currency, the price in terms of the dollar,
or through an exchange permit, or an import permit. And if you
don't know that, of course, there is no reason for us to have a conversa-
tion about it. But do you?

Mr. LoucnHEIIV. I believe that by more exporting, which can only
be obtained by more importing, that there will be many more people
engaged, and there will be many more jobs, and many better jobs, for
the American workingman than there will be if you restrict it.

Senator MALONE. Do you have any idea how we have increased the
imports? Do you think it has been done through trick trading?

I will tell you how it is done. And when you go home-I think you
have a pretty good organization, from your description of it-when
you go home, get someone to work on this and see if you subtract
over the last 10 years, since World War 1I, the amount of money
each year that we have appropriated for foreign nations, and the
amount of goods that we have given to foreign nations, both in na-
tional defense and in other ways. If you have someone do this cole
right back to the 41/2 to 51/2 percent of the trade you have had for years.

Do you think I am wrong on that?
Mr.* LOUcHIEM. I would t want to say.
Senator MALONE. Will you get one of your young men to do that

and drop me a note and see what it comes to
Mr. LoucnHaim. Yes.
Senator MALONE. I would appreciate that.
Now, you talk about a small world. I halve seen every nation in the

world except Russia and the Ion Cur'tain countries, and a couple of
the low countries. I made it a point to, because an engineer has a
peculiar mind. If he is going to build a bridge across a river he
thinks he ought to see it first, and if he is going to deal with the
economy of a country, he thinks lie has to see it.

So I am going to say something that may be surprising until you
think about it, that everything is relative.

If you are traveling just as fast as the other fellow-maybe you can
travel a little faster if you have that ingenuity that you and I think
we have, the world is relatively about the same size.

If you have an airplane that will go eight or nine hundred miles an
hour (and that is what we need, and a lot of them, in the matter of
bombers-and we have to have the metal to make them, and we haven't
got it right now) and the other fellow has them going the same speed
or a little faster, then the first fellow has one of those second-rate
poker hands.

Now, if you have a guided missile that can hit anything moving,
that goes 3 times or 10 times as fast as any one of them, then you are
just about as well off as you were several years ago when the world
was a little larger. Everything is relative.

I am not a military strategist, but I have talked with a lot of them.
They don't all agree. In Senate Report 1627-which I will send you
if you write me-you will find some things that might surprise you.

You can defend the Western Hemisphere, and it can become self-
sufficient for everything you need to fight a war, or live in peace, and
your trade future is in South America, not in Europe.
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What surprises me is to force trade between two manufacturing
areas. When we ship them something they produce that much lea;
and when they ship us something we produce that much less.

In South America they don't produce things like radios and.tele.
vision, but they produce a lot o things we can use and need' -And
it may be that is an idea for your business.

Mr. Chairman, those are the only questions I have.
Senator CARLSON. We appreciate your appearance before the com-

mittee, Mr. Louchheim.
The next witness is Richard H. Anthony of the American Tariff

League.

STATEMENT OF RICHARD H. ANTHONY, EXECUTIVE SECRETARY,
THE AMERICAN TARIFF LEAGUE, INC.

Mr. Anthony, we are happy to have you before the committee. You
may proceed in your own way.

Mr. ANTHONY. Mr. Chairman, I have a brief statement which I
would like to read if you don't mind.

Senator CARLSON. You may proceed.
Mr. ANTHONY. H. R. 1 comes to the Senate somewhat improved,

on balance, by the House amendments, but basically unchanged. The
league's testimony before the House Ways and Means Committee is
still largely pertinent. It need not be repeated here.

The producers and labor groups who appeared before the Ways
and Means Committee demonstrated the widespread fear that injury
would follow the wholesale tariff cutting permitted under H. R. 1.
To allay their apprehensions Government officials have offered assur-
ances here that H. R. 1 would not be administered in a harmful way.

It is axiomatic that the language of a bill is the most eloquent
witness of its intent. H. R. 1 is so drafted as to permit every United
States tariff rate to be reduced by one means or another. If enacted
in its form the bill would express, on its face, congressional intent
that any or all rates be cut, all assurances to the contrary notwith-
standing.

The press reports special proposals being considered that would
safeguard industries producing items declared essential to national
defense. Such proposals are more alarming than comforting because
they presuppose that injury to some industries would follow the tar-
iff-cutting permitted under H. R. 1. The implication in the proposals
is that essentiality to defense is the only reason for remedying or
avoiding such injury in any particular case.

It hardly seems debatable that we should maintain our defense in-
dustries. What we want to emphasize is that there is more to the
tariff question than whether, at one precise instant of time, a particu-
lar item of American growth or manufacture is essential to the na-
tional-defense plans. Tariffs were intended to foster and safeguard
living, growing industries, which, out of the managerial, research,
and productive skills of their people, can fashion and turn out in
proper quantities whatever end products are needed to meet the wide-
ranging and ever-changing technological demands of the American
people, whether for national security and defense or for their ordi-
nary, peacetime enjoyment of life.
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The underlying purposes of the tariff are set forth in the preamble
to the current basic tariff law, the Act of 1930, as follows:

To provide revenue, to regulate commerce with foreign countries, to encourage
the industries of the United States, to protect American labor, and for other
purposes.

Those purposes are thwarted whenever, in the administration of
section 350 of the act, which is the trade-agreements section, Ameri-
can industries are injured and American labor loses jobs. When Con-
gress delegated to the executive branch a role in the setting of tariffs
it did not authorize the administrators of the delegated powers to
trade away American industries and jobs. And to make doubly cer-
tain that such damage would not be done to the American economy
Congress later wrote into the basic law the peril-point and escape-
clause provisions.

The peril-point provision has yet to be tested in a multilateral
agreement. The escape clause has been tested many times but it is
not working as we suppose Congress intended. The United States
Tariff Commission's findings of injury in escape-clause cases are not
being accepted as the considered judgment of an authoritative body
of experts, responsible to Congress as well as to the President. They
are being disputed. Relief to escape-clause applicants has been de-
nied, not for overriding reasons in the national interest, but because
the findings of injury by the Commission have been contradicted.
The prestige and importance of the Tariff Commission can only de-
teriorate under such conditions.

We believe the Congress should strengthen the language of the
escape clause so as to underscore the intent of present law that any
domestic injury which inadvertently follows from the workings of
the trade agreements program will be remedied unless there are excep-
tional, compelling, and overriding reasons for failing to do so.

Criticism by another country of our withdrawal or modification of
a tariff concession is not, of itself, such a reason. Our defensive atti-
tude, in the rare instances in which we have acted to safeguard our
own producers and workers, ill becomes us. For 20 years we have
reduced our tariffs, generalizing the lowered rates to all friendly
nations. They have not always been able, and sometimes not willing,
to respond in the same degree. Their borders bristle with restrictions
against our goods.

The General Agreement on Tariffs and Trade encourages recrim-
ination and retaliation .by other members when one country withdraws
a concession. It makes no difference how generous has been that
country or how large its share of world trade. The whole machinery
of consultation, counterclaim, and retaliation is directed at the isolated
instances at issue.

This feature of GATT is a source of irritation to the United States.
We, as a major trading country, highly developed, and with a sound
currency, cannot resort to all the escapes open to underdeveloped
countries and those in balance of payment difficulties. The only escape
permitted us is when domestic injury occurs. Yet we appear ashamed
to invoke this safeguarding clause.

Switzerland, which is in much the same category as we are, refused
to join GATT under these one-sided rules. She told the GATT
members that she would have to be free to protect her own economy
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when it seemed to her interest to do so. They would not waive the
rules and she would not join.

The escape-clause rules and procedures are covered in the substan.
tive provisions of GATT, now undergoing revision at Geneva. Con.
gress has many times repeated the caveat that passage of a particular
trade-agreement extension was not to be construed as approval or
disapproval of GATT. H. R. 1 not only contains words that authority
the President to commit the United States to the substantive provisions
of GATT, but the caveat inserted by the House, by limiting its warn.
ing to the organizational provisions of GATT, appears to express
congressional intent that the commitment be made to the substantive
provisions.

The substantive provisions of GATT are its heart. They are being
revised, but we do not know how. It seems to us that there is a greater
than usual need of repeating the previous caveat, instead of the limited
one inserted by the House.

To summarize our position:
1. We fear that the use of the extended tariff-cutting powers as

proposed in H. R. 1, will endanger American industries and employ-
ment. We believe the present limits of reduction are ample, as ev-
denced by the pending negotiations with and for the benefit of Japan
within those limits.

2. Because of repeated refusal by the executive branch to honor
the findings of the United States Tariff Commission in escape-clause
cases, we believe Congress should underline its intent to prevent or
remedy injury due to the workings of the trade-agreements program,
by strengthening the escape-clause procedures.

3. The Senate should delete from H. R. 1 the language which
permits the President to commit this country to the main body of
GATT rules and exceptions, and should substitute the previous GATT
caveat language for the clause inserted by the House.

Senator CARLSON. Mr. Anthony, we appreciate very much your
statement.

Senator MALONE. What labor groups have appeared here against
the extension of the Trade Agreements Acts? And I presume from
your testimony that you are opposed to such extension, are you not?

Mr. ANTHONY. Yes. We said before the House Ways and Means
Committee that we did not see any need for extending the act.

Senator MALONE. You oppose the extension?
Mr. ANTHONY. Yes; we do, sir.
Senator MALONE. One of the things about witnesses who appear

here-and I can understand after 20 years they may have reached
that frame of mind-they are timid, they don't indicate what they
are for, they just seem to think that everything will go against them
anyway, and all they try to get is something to enable them to carrl
on for a few more months. I think everybody should come out and
say what they are for.

So you are against the extension of the act, definitely?
Mr. ANTHONY. Yes.
Senator MALONE. What labor groups have appeared here against

the extension of the act?
Mr. ANTHONY. I don't know. I have only followed these hearings

through the press.
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Senator MALONE. I think I can name two. And that was the union
in the coalfields, represented by Mr. Kennedy and then the unions
that encompass the crockery industry. Those are the two labor
groups I remember coming here that are definitely against the
extension.

Have you ever made any investigation, or have you decided in your
mind any reason why labor groups like the CIO favor free trade, are
in favor of workers in the United States of America shipping their
jobs to a foreign country? How can a labor union be for it?

Mr. ANTHONY. We have never been able to understand why they
take that attitude. That is, of course, perhaps a simplification. The
national organizations representing both CIO and A. F. of L. gen-
erally take an attitude in favor of the trage-agreements program.
Certain of their units, their autonomous units, have taken the contrary
position. And there may be some that come here later, I don't know.

Senator MALONE. There are some that have made themselves felt,
haven't they?

Mr. ANTHONY. I think they have appeared at the public hearings;
I think there were some at the House.

Senator MALONE. Could you get a list of them for us?
Mr. ANTHONY. I will try to do that, Senator.
Senator MALONE. And send it to me.
Mr. ANTHONY. Yes, sir.
Senator MALONE. I think you have made a very good statement.

And when you state that you can be protected from all injury
because you are necessary to the national defense, would you give
us an example? If they can's use you for national defense, they may
sacrifice you in these trades?

Mr. ANTHONY. Yes.
Senator MALONE. And they are actually doing it. I think some of

us made that point about national defense, that we are becoming
dependent upon foreign shores for critical materials that we can't
fight without. And I think that in defense of this act to reassure the
general public that they were not destroying their national defense
potentiality, they came out and gave a lot of publicity to the effect
that if the industry was important to the national defense it wouldn't
be injured.

Now, you didn't say anything about it, but you do understand what
happens if you do not extend this act; you know what the procedure
is then, do you not?

Mr. ANTHONY. I believe so, Senator; yes.
Senator MALONE. Any product that is not now under a trade agree-

ment is subject to examination by our Tariff Commission in accord
with the 1930 provision in the Tariff Act on the basis of fair and rea-
sonable competition, is it not?

Mr. ANTHONY. I don't know that it would be automatically. In
fact, we have thought that we ought to remove the prohibition against
the use of section 336 on items that are subject to trade agreement.
That prohibition is on now.

Senator MALONE. Well, I don't know that the prohibition is on.
If it is just under consideration in the trade agreements, that may
be true. But if there has been a trade agreement made it is no longer
subject to adjustment by the Tariff Commission.

Mr. ANTHONY. That is right, Senator.
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Senator MALONE. But it is subject to adjustment by the Tariff Con.
mission, if we do not extend this act and there are no trade agreement
made or under consideration, is it not?

Mr. ANTHONY. It is a legal point, but let us say if we went back to
where we were before this Trade Agreements Act was passed, then
all of the items of the act of 1930 would be subject to section 336, the
so-called flexible provisions.

Senator MALONE. On the products on which there has been a trade
agreement, to my best understanding of the act, the President of the
United States may serve notice of cancellation on the countries with
which trade agreements have been made, and then after a specified
time they, too, revert to the Tariff Commission and are subject to
regulation.

Is that your understanding?
Mr. ANTHONY. I hope that is the way it works. But I don't know.
Senator MALONE. I am very sure that it is, although I don't want

to tell you that I am absolutely infallible as a judge of the law. But I
have read it and studied it and obtained the best advice that I can get.

Now, the principle laid down by Congress in the 1930 act that was
at that time subjected to so much abuse as the Smoot-Harley Tariff
Act, did set tariffs. Whether they were too low or too high, there
was a flexible provision that the Tariff Commission on its own mo-
tion, or request by either House of Congress, or the President, or any
interested party, could at any time take up the study of the product
and its position in relation to production here and abroad, and recom-
mend a tariff that represented the differential in the cost of production
of the chief competitive country and this Nation. Is that true?

Mr. ANTHONY. That is true, Senator.
Senator MALONE. In other words, it was done on a definite principle.

They could not consider whether agriculture was getting along all
right, or mineral production all right, and try to adjust the interre-
lated meshing of those complicated economic factors in this country.
They had to confine themselves to that differential of cost on the
basis of fair and reasonable competition, isn't that about right?

Mr. ANTHONY. That is right, Senator.
Senator MALONE. Now, we changed the principle entirely with the

1934 Trade Agreements Act, and put it on a basis so that one man
had the power, subject to no check whatever by Congress unless we
introduced a special bill on one or more products and threw it into
the committee to pass a special bill on it. We transferred that con-
stitutional responsibility (art. I, sec. 8 of the Constitution) to the
President of the United States.

And the President of the United States, regardless of where he
gets his information upon which he decides it, may at any time
lower or raise a tariff. And of course, they have all been lowered,
there have been no raises that I have been advised of. He could
do it either on the basis of what he might think would be a better
meshing of the economic factors in the national economy, or to cure
any political situation in any country in the world in relation to ours.
Is that right?

Mr. ANTHONY. So long as he follows the trade agreements pro-
cedures and stays within the 5 0-percent limit, then he can.
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Senator MALONE. Well, they were granted another 50 percent, which
made it 75, and now this provides for 15 percent more reduction
in the fixed tariff over a period of years; doesn't it?

Mr. ANTHONY. Yes.
Senator MALONE. And I think it has been pretty liberal. But the

fact remains, we changed the entire principle, isn't that right?
Mr. ANTHONY. That is right.
Senator MALONE. And you are for the original principle of es-

tablishing tariffs as an evener between this Nation and the chief
competitive nation on the basis of fair and reasonable competition?

Mr. ANTHONY. On the flexible tariff principle. I want to be clear
that we are not saying that we want to have an omnibus bill such
as the 1930 bill.

Senator MALONE. Nobody is even suggesting an omnibus bill. And
of course, Congress could bring it up anytime they wanted to. As
a citizen, you could request that it be done or not. I couldn't prevent
it as a Senator, all I could do would be to vote on it.

I will not use that word any more, that word that was objected
to, because I am trying to think of a better one. But it is just as
bad to say that it is thrown back in congressional committees. And
it is indicated all over the United States by writers in columns,
on radio and on television, by people who generally have become
of voting age since the 1930 Tariff Act was passed. They blamed
the 1929 depression on the 1930 Tariff Act, and got away with it.

And then the London bankers invented a "reciprocal trade" phrase,
and they have talked about that for 22 years. We have lived by catch-
words and phrases for 22 years. It is time, I think, that we do a
little thinking for ourselves.

Now, the Constitution did charge the legislative branch with set-
ting the duties and tariffs and regulating foreign trade, did it not?

Mr. ANTHONY. Yes; it did.
Senator MALONE. And then by simple act of Congress we trans-

ferred that responsibility to the Executive; is that correct?
Mr. ANTHONY. We did.
Senator MALONE. There is a question of its constitutionality, which

is now before the courts, and of course the courts will make the
decision if they decide to go through with it, and I hope they do
because it is time.

Now, everybody is afraid of GATT, just the same as you would be
afraid if it were spelled with one T. And the thing that always
distresses me is that these people, when you talk about investing
money in a business fully dependent upon the tariff and that could
be endangered or destroyed, nearly blow your hat off and say, "Are
you injured yet?"

Now, GATT, General Agreements on Tariffs and Trades, and
you are familiar with the organization set up by a resolution of the
General Assembly of the United Nations, the International Trade
Organization, which is dormant, but ready to spring up at any mo-
ment, the International Material Conference created by the State
Department to take the place of ITO; all of these things fall down
of their own weight if we do not extend this act; do they not?
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Mr. ANTHONY. Of course, the GATT situation is rather nebulous.
I don't know whether we are a member of it or not. We signed
something called a protocol provisional application.

Senator MALONE. We are abiding by its tariffs.
Mr. ANTHONY. We seem to be participating in it. - -
Senator MALONE. And we are abiding by its tariffs; is that Tght?
Mr. ANTHONY. That is what has happened now.
Senator MALONE. Then I would say that you are subject to it, and

there is no way of getting out of it, if you extend this act. But if we
do not extend this act, and we revert to the basis of fair and reason.
able competition, then we regulate our duties or tariffs on that basis.
We will have withdrawn our markets from the pot; will we not?

Mr. ANTHONY. I think so.
Senator MALONE. When we withdraw them from the pot there

would be no game; would there?
Mr. ANTHONY. I think so.
Senator MALONE. Because we have the markets in the world that

will sweeten the game to the extent they will sit down and play.
Now, Switzerland has been pretty smart. She has protected her-

self. She has never gotten herself into any international wars, and
she sells to anybody. I wish we had that much sense.

I don't know whether we will ever have it. Do you know of any
nation except the United States that has ever kept the spirit of these
agreements, which, of course, are not agreements at all?

Mr. ANTHONY. I think you have set your finger on it. We trade
tariffs against tariffs, we do not trade our tariffs against their total
agreement to reduce their various barriers. Then they put on the
other types of barriers, such as import restrictions and currency-
licensing provisions, and therefore the concessions which they may
make on paper are largely ineffective.

Senator MALONE. Aren't they almost completely nullified in most
cases?

Mr. ANTHONY. In most cases they are.
Senator MALONE. By a reduction of their monetary values in con-

nection with dollar value, and in exchange permits, permits for
imports, and 101 other ways that only the graduates of a 200-year-old
school in foreign trade would know how to do. They have lived by
their wits for 250 years, most of them, haven't they?

Mr. ANTHONY. Yes.
Senator MALONE. In foreign trade. So we have had some idea

that if we could throw our trade, or markets, into the pot, that through
a division of those markets some way or another we would benefit the
whole world; is that about it?

Mr. ANTHONY. I think that is one of the theories in back of it.
Senator MALONE. Well, what other theories can be back of it?

Haven't we heard all day witness after witness testify here that we
are going to have to support Japan in some way or she will go with
Russia? Haven't they said the same thing about Europe? Where
is it going to end?

Mr. ANTHONY. We don't agree that we are going to win friends
and influence people by such pieces of legislation as H. R. 1. We
think that is asking an awful lot of a bill of that kind.

Senator MALONE. What effect has it had so far?
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Mr. ANTHONY. We can't see that it has had a great deal of effect
in either lowering the barriers to trade or preventing wars, or winning
friends in a lasting way.

Senator MALONE. An oldtime contractor gave me a piece of advice
one time, and the more I thought of it the better I liked it. I wasn't
doing very well on a job I had, and he knew it-we all knew each
other's business-he said, "How are you getting along?"

I said, "Not very well." He knew I had borrowed a lot of money
from a bank.

He said, "Young fellow, I want to give you a little advice. Don't
ever owe a bank anything, or if you do, owe them so much that you
will be the boss."

Now on the Senate floor and other places I have said that finally
we will get so involved with the nations of the world that we will be-
come too dependent-like we are now with manganese from India,
and we don't need manganese from India any more than we need coals
from Siberia. But we are dependent on it, and we couldn't get a pound
of it in time of allout war, and we couldn't make a pound of steel
without it.

So one by one these things have come about. Finally we will be in
such a position that they can blackmail us into anything in peacetime,
and we couldn't defend ourselves in a war.

That has been the objective of the foreign nations in GATT, the
ITO, International Materials Conference, and every other trick or-
ganization for 21 years, all made possible by the 1934 Trade Agree-
ments Act. And we fall for it.

Do you have any comment on that statement?
Mr. ANTHONY. That is the reason why we say here that we should

maintain all industries that we think potentially, as well as presently,
are essential to defense, because with the technological changes today
you can't tell what industry may be important a week, a year, 10 years
from now.

Senator MALONE. What do you think is the importance of main-
taining our economic structure, that point alone?

Mr. ANTHONY. Well, I think that is highly important. It depends
on what kind of a country we want to live in.

If we want to have a country with narrow job opportunities and
specialize in a few industries, that is all right, if that is the kind of a
country you like. But I think the country that we envisioned when
we started was a country that had wider opportunities, varied types
of employment.

It started that way and it worked, and I don't think it is right to
upset the applecart at this stage of the game.

Senator MALONE. Wasn't that exactly the objective of a principle
in the tariff on the basis of fair and reasonable competition on any
product that can be produced here in any volume so that it gave the
opportunity for the development of the whole country? Of course,
50 or 60 percent of the products have never had a tariff.

Mr. ANTHONY. That was the purpose of it in the beginning.
Senator MALONE. And certainly nobody could say that we had

better have it preserved in New Jersey, they can do it cheaper in New
Jersey than they can in California or some other seaport State. They
let these people that are in industries survive where they could, as far
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as domestic industries are concerned, and they put them on an even
basis through a duty with competition from foreign low-cost labor;
did they not?

Mr. ANTHONY. That is what we believe, too, that there should be
fair competition as to the imported goods and our own.

Senator MALONE. At least, give the American workingman and the
American investor an even break in his own market; is that it?

Mr. ANTHONY. That is right, Senator.
Senator MALONE. And in reading carefully again the 1930 Tariff

Act, if it were carried out perfectly, that is all it would give you;
isn't it?

Mr. ANTHONY. The Tariff Act, plus the flexible provisions of it,
ought to take care of the changes as they come along.

Senator MALONE. Take care of the changes that come along, but
never would Americans have more than an even break in their own
market under the Tariff Act.

Mr. ANTHONY. That is right. And they would still have to meet
the domestic competition.

Senator MALONE. Meet the domestic competition, but meet the for-
eign competition on an even break?

Mr. ANTHONY. That is right, they would be competing both way
Senator MALONE. That is right.
Mr. Chairman, I think that is all.
(The following letter was subsequently received for the record:)

THE AMERICAN TARIFF LEAGUE, INC.,
New York, N. Y., March 25, 1955.

Hon. HARRY FLOOD BYRD,
Chairman, Committee on Finance,

United States Senate, Senate Office Building,
Washington, D. C.

MY DEAR SENATOR BYRD: In view of your publicly expressed interest In the
interrelationship among H. R. 1, the revised General Agreement on Tariffs and
Trade (GATT) and the proposed Organization for Trade Cooperation (OTC), we
would like to bring to your committee's attention the results of our preliminary
study of these documents.

Our conclusion is that there is not only a definite interrelationship among
them, but that the language of H. R. 1 is so drawn as to implement, for the United
States, the revised provisions of GATT, and, since OTC is expected to administer
and enforce GATT, of OTC as well.

Of prime importance is the fact that the revised GATT, already signed on
behalf of the United States and which the President apparently does not expect
to refer to Congress for ratification, can continue to function on its own even
if OTC is not ratified by congressional action, as proposed. OTC, if made effec-
tive, would take over the administrative and enforcement features of GATT now
performed by the contracting parties, but until OTC did become operative the con-
tracting parties could continue to administer GATT in its present or in its
revised form.

The new provisions of GATT give the contracting parties wider scope and
tighter powers of administration and enforcement than at present. In the re
vised GATT the objectives, at present in the preamble, are transferred into the
body of the agreement, as article I, and a new objective is added.

The present preamble reads:
"Recognizing that their relations in the field of trade and economic endeavour

should be conducted with a view to raising standards of living, ensuring full
employment and a large and steadily growing volume of real income and effective
demand, developing the full use of the resources of the world in expanding the
production and exchange of goods.
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"Being desirous of contributing to these objectives by entering into reciprocal
and mutually advantageous arrangements directed to the substantial reduction
of tariffs and other barriers to trade and to the elimination of discriminatory
treatment in international commerce,

"Have through their Representatives agreed as follows :"
Revised article I reads (italic language is new)

"OBJECTIVES

"1. The contracting parties recognize that their relations in the field of trade
and economic endeavour should be conducted with a view to raising standards
of living, ensuring full employment and a large and steadily growing volume of
real Income and effective demand, developing the full use of the resources of the
world and expanding the production and exchange of goods, and promoting the
progressive development of the economies of all the contracting parties.

"2. The contracting parties desire to contribute to these objectives through
this Agreement by entering into reciprocal and mutually advantageous arrange-
ments directed to the substantial reduction of tariffs and other barriers to trade
and to the elimination of discriminatory treatment in international commerce."

The revised GATT objectives are thus wider than the present ones and, in our
opinion, embody even more than before the concept of planned economy on a
worldwide scale, under the theory that the world should be organized into spe-
cialized, interdependent areas of production.

The present GATT recognizes, by preamble, the desire for substantial reduc-
tion of tariffs and incorporates the schedules of such tariff concessions as are
negotiated. However, there is no provision in the present body of GATT making
such negotiations an obligation of a member, or providing for their sponsorship
and conduct.

The revised GATT, by adding a new article, XXVIII his, "Tariff Negotiations,"
makes member countries recognize the "great importance" of such negotiations,
including "the participation of all contracting parties which conduct a substan-
tial proportion of their external trade with one another," which language is
descriptive of the United States; provides for the sponsorship and conduct of
tariff negotiations; and sets forth the kinds and scope of reductions intended.

New Article XXVIII b is as follows:

"TARIFF NEGOTIATIONS

"1. The contracting parties recognize that customs duties often constitute
serious obstacles to trade; thus negotiations on a reciprocal and mutually advan-
tageous basis, directed to the substantial reduction of the general level of tariffs
and other charges on imports and exports and in particular to the reduction of
such high tariffs as discourage the importation even of minimum quantities,
and conducted with due regard to the objectives of this Agreement and the vary-
ing needs of individual contracting parties, are of great importance to the expan-
sion of international trade. The CONTRACTING PARTIES may therefore
sponsor such negotiations from time to time.

"2. (a) Negotiations under this Article may be carried out on a selective
product-by-product basis or by the application of such multilateral procedures
as may be accepted by the contracting parties concerned. Such negotiations may
be directed towards the reduction of duties, the binding of duties at then exist-
ing levels or undertakings that individual duties or the average duties on speci-
fied categories of products shall not exceed specified levels. The binding against
increase of low duties or of duty-free treatment shall, in principle, be recognized
as a concession equivalent in value to the reduction of high duties.

"(b) The contracting parties recognize that in general the success of multi-
lateral negotiations would depend on the participation of all contracting parties
which conduct a substantial proportion of their external trade with one another.

"3. Negotiations shall be conducted on a basis which affords adequate oppor-
tunity to take into account:

"(a) the needs of individual contracting parties and individual industries;
"(b) the needs of less-developed countries for a more flexible use of tariff

protection to assist their economic development and the special needs of
these countries to maintain tariffs for revenue purposes; and

"(c) all other relevant circumstances, including the fiscal, developmental,
strategic and other needs of the contracting parties concerned."
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The question here is whether this new provision is tantamount to an obligattin
on the United States, as a signatory country, to participate in any negotiations

looking to a "substantial reduction of the general level of tariffs." If it is, then
failure of the United States to participate, and perhaps to substantially reduft
its tariff level, would make it subject to sanctions, and possibly punitive action,
under GATT Article XXIII, which permits any country to start retaliatory pm
ceedings by charging "the failure of another contracting party to carry out its

obligations under this Agreement * * *"

If OTC were adopted the enforcement of sanctions would be even more for.
midable. Under article 3 of OTC an express function is "to sponsor internal.
tional trade negotiations." In article 10, OTC is given legal personality and
capacity in the territory of members which may clothe it with power to enforce
sanctions ordered by the OTC Assembly, where the United States would have.
one vote (art. 8).

In our opinion H. R. 1 would implement the provisions of new GATT Article
XXVIII bis. H. R. 1 provides for reducing United States 1945 duties by one-half
if the items covered are "imported into the United States in negligible quantities,"
and for reducing to 50 percent any tariffs above that figure. Article XXVIII big
calls for the substantial reduction of "the general level of tariffs" and, in par-
ticular, for "reduction of such high tariffs as discourage the importation even of
minimum quantities * * *."

H. R. 1 would permit the President, in negotiating tariff reductions, to avoid
"the subdivision of classification categories." Article XXVIII his provides that
negotiations may be directed toward "undertakings that individual duties or the
average duties on specified categories of products shall not exceed specified
levels." The effect would be to permit reductions on a category, rather than
on an item-by-item, basis.

GATT is now being applied by the United States and other countries on a pro-
visional basis. It provides for its definitive acceptance by requiring each signa-
tory country to "deposit an instrument of acceptance" with the Secretary Gen-
eral of the United Nations. The method of acceptance in each signatory country
is not, of course, provided.

If, as the State Department contends, the Trade Agreements Act and its exten-
sions are the authority for the present application of GATT by the United States,
by Executive agreement without congressional ratification, it would seem that
a similar claim of authority could be made for definitive acceptance of the revised
GATT by Executive agreement only.

The present law grants the President the authority "to enter into foreign trade
agreements with foreign governments or instrumentalities thereof * * *." The
question is whether the words "foreign trade agreements" cover such an extensive
instrument as GATT. There must have been doubts on this score because the
drafters of H. R. 1, in proposing to amend this basic authority, have added words
descriptive of GATT, as follows:

"(A) To enter into foreign trade agreements with foreign governments
or instrumentalities thereof containing provisions with respect to interna-
tional trade, including provisions relating to tariffs, to most-favored-nation
standards and other standards of nondiscriminatory treatment affecting such
trade, to quantitative import and export restrictions, to customs formalities,
and to other matters relating to such trade designed to promote the purpose
of this section similar to any of the foregoing :"

It is our belief that H. R. 1, if enacted, with this language included, would be
used as authority for definitive acceptance of the revised GATT by Executive
agreement without further reference to Congress.

Further study might reveal other relationships among H. R. 1, the revised
GATT and OTC. The above are those which seem apparent from a preliminary
study of the voluminous documents released by the State Department late
March 21.

Respectfully yours,
RIcHARD Hl. ANTHONY, Executive Secretar.

Senator BENNETT (now presiding). Thank you very much, Mr.
Anthony.

Mr. Wootton, of the Wine Institute.
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STATEMENT OF EDWARD W. WOOTTON, WINE INSTITUTE AND
OTHER UNITED STATES WINE ASSOCIATIONS

Mr. WooTToN. Mr. Chairman and gentlemen of the committee, my
name is Edward W. Wootton. I am manager of the Wine Institute
Washington office, located at 1100 National Press Building, Wash-
ington, D. C.

Wine Institute is the trade association for the California wine in-
dustry, with its principal offices at 717 Market Street, San Francisco.
California wine growing accounts for about 85 percent of United
States wine, and is one of the basic agricultural crops of the State.

This statement supplements the testimony we gave before the Com-
mittee on Ways and Means on behalf of 20 wine associations, repre-
senting about 95 percent of United States production. The names
of these associations are attached as appendix A.

I. General: The bill before this committee contains provisions not
included in previous extensions of the Trade Agreements Act. Two
new features have been added. The first is subparagraph (A), on
pages 2 and 3 of the bill, which confers upon the Piesident the broad-
est possible powers in international negotiation in all trade matters.
The second is the provision that the passage of this bill shall not be
considered an approval by the Congress of the organizational provi-
sions of GATT, now being renegotiated at Geneva, among some three
dozen nations; in view of the terms of subparagraph (A), the impli-
cation here is clear that this bill, if enacted, constitutes a ratification
by the Congress, in advance, of all substantive provisions of any
international trade agreements that the executive branch may make
with other governments.

From this arrangement necessarily follow certain probable or pos-
sible results which we wish to call to the attention of the committee.

II. Existing legislation : When this bill was introduced to the House
of Representatives it was so worded that these preratified interna-
tional agreements would have superseded both existing and future
legislation. The Committee on Ways and Means amended subpara-
rraph (A) so that this broad power would not supersede "existing

legislation," and in that form the bill is now before you.
The words "existing legislation" are, however, to some extent am-

biguous in that they do not make clear whether they apply merely to
the specific wording of a statute, or whether they also apply to the
administration of a particular statute and its interpretation by execu-
tive agencies and by the courts.

Much modern Federal legislation cedes to administrative agencies,
in the executive branch of the Government, a broad discretion in filling
in the details of a statute. This discretion may be exercised as a
matter of interpretation, or by way of framing regulations. Also, in
the judicial interpretation of such statutes there arises a very serious
question as to the effect of an international agreement, or the interpre-
tation of such an international agreement by the State Department,
upon the actual working of a statute which was framed without any
international agreement in mind.

We respectfully suggest that there be added to the first proviso to
subparagraph (A) at line 11 on page 3 of the bill, language along the
following lines:

59884-55-pt. 2-35
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, nor shall any administrative interpretation, decision or regulation, nor any

judicial interpretation or decision, under such existing legislation, be based on

the terms of any provision in any agreement entered into under the authorization
contained in this subparagraph.

The foregoing suggestion is not made idly. In the Habana Charter
for an International Trade Organization, in 1948, there was contained
a provision with regard to international protection of "marks of
origin," the text of which is attached as appendix B.

Many European countries place an entirely different significance on
terms of geographic origin than is done in this country or in other
non-European countries populated by peoples of European stock.
In these latter countries, certain descriptive terms for different types
or styles of product have been incorporated into their own customs
and language without these terms being considered as having any
particular geographical significance. In this country this is true with
regard to a number of generic or semigeneric names for wine that are
recognized by the Internal Revenue Service under the Federal Alcohol
Administration Act. A similar situation exists with regard to the
names of certain types of cheese in standards established under the
Federal Food, Drugs, and Cosmetics Act.

Our point here is that none of these customary practices, relating
to domestic production and marketing, are specifically spelled out
in the statute. They all stem from decisions of administrative agen-
cies based on evidence of local custom and usage.

We do not think that the House of Representatives intended these
decisions to be disturbed. However, if this is not made clear in the
bill there may be much needless litigation. There may also be con-
siderable pressure by some foreign governments upon our own State
Department to secure an administrative reversal of these decisions,
based either on the express wording of these preratified international
agreements, or upon the interpretation put on the wording of these
agreements by a majority of the three dozen contracting nations.

Judicial interpretation of Federal statutes is also involved. In the
last few years there have been several cases in the lower courts where
litigation was based on the notion that certain provisions of the United
Nations Charter ought to change previous judicial interpretations of
statute. It is my understanding that in some cases the lower courts
agreed. In any event, the legislation before this committee should
be clarified on this point.

We believe that the amendment we have proposed is in line with the
intention of the House of Representatives and should not be a matter
of controversy.

III. Future legislation: The bill ties the hands of Congress on fu-
ture legislation to the extent that any substantive provisions entered
into by the Executive in a foreign trade agreement may very well re-
strict the area within which Congress may act without causing a
breach of the agreement. We believe the committee is fully aware
of this problem and do not wish to elaborate on it.

We are particularly concerned, however, with whether the new sub-
stantive provisions of GATT will restrict the area in which quotas may
be used in future legislation or in future administrative action.

Related to the problem of injury to American industry from com-
petitive imports, quotas serve a very useful and valid purpose. Im-
port competition is not merely a question of low price levels. It is
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also a question of the volume of merchandise coming in at those lev-
els. If the only remedy available is an upward adjustment of duty
rate, a high rate might very well act as a complete embargo to foreign
goods, preventing any entry of these goods at all. With a quota, how-
ever, the actual duty rate can be left at a reasonable level coupled
with some reasonable limitation on the volume, so that the foreign
country, can maintain a market position here without at the same
time injuring our own people.

In our own case, from what I have seen of the valuation and volume
data on wines from different foreign countries, I believe that a com-
bination of quota and duty rate would be the only way of working out
a result that would be equally fair to American industry and also to
foreign shippers who have a traditional market in this country which
we have no desire to disturb.

In existing legislation, quotas are recognized in section 22 of the
Agricultural Adjustment Act. The\' are recognized in the escape
clause, and they are also the basis of the Sugar Act. The question of
quotas on oil imports has been a controversial one. A Cabinet com-
mittee has just recently recommended that certain quotas be tried on
oil imports oil a voluntar basis. The situation i.s aplIarently a com-
plicated one, however, anr eight call for special legislation somewhat
similar in purpose to the Sugar Act. There might be other similar
situations arising in the future.

A Reuter's dispatch from Geneva, dated M.arch 7. 1955. and attached
asappendix C, states that the contracting parties to GATT have
finally agreed to allow the United States to use the quota provisions of
Section 22 of the Agricultural Adjustment Act, but have authorized
the other nations to demand compensation in the event we do use these
provisions.

All this would seem to indicate that the use of quotas by the United
States under GATT is going to be pretty well limited, and that their
administrative application will be made just as difficult as possible
by the pressure of foreign governments seeking coinlpen.satioWor
their use. M.

IV. Escape clause: Our industry has never opposed progressive re-
duction of tariffs as such.

There is a clear distinction in our minds, however between an arti-
ficial or unnecessary tariff structure on the one hanuf, and those tariff
provisions necessary to prevent American industry producing for the
home markets from being seriously injured by competitive imports
from lower living standard countries.

It is true that some American industries, of a mass-production type,
are in a safe position as regards foreign imports for the time being.
It is also true that a few large agricultural industries, operating under
price supports and protected by section 22 of the Agricultural Adjust-
ment Act, are currently in a safe position.

This favored situation does not, however, exist for other American
industries that are vulnerable to import competition, such as ours.
Foreign wine-producing countries are largely in a surplus position
(the surplus in France and Spain alone, being approximately five
times total American productioni, and their wage rates are from one-
quarter to one-eighth of ours. The previously lowered tariffs have
permitted, in the last several years, the shipment of increasing quan-
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titles of low-priced foreign wines causing loss of market in many areas
for our better-grade California wines.

Accordingly we believe it is absolutely necessary that existing tariff
legislation be amended so as to make the escape clause (which is not
now binding on the Executive) a matter of positive law specifically
required by statute to be observed by the executive branch of the
Government.

In the House of Representatives, we supported Mr. Reed's amend-
ment to H. R. 1 which would have required this result as a matter of
law in all cases (except those involving the national security) where
a majority of the Tariff Commission found injury to an American
industry to be a fact. Since the Commission has 6 members, this
would have meant that any industry would have had to convince 4
of the Tariff Commissioners. In such cases it seemed to us wholly
reasonable, and not too much to ask, that the findings of the Commis-
sion should be honored.

In a government that has historically and constitutionally been a
government of laws and not of men, it is indeed strange to find that,
it an area involving so fundamental and serious a question as injury
lo American industry, there exists no law at all. Personal judgments
by the executive branch, subject to no standard of conduct laid down
by Congress, are not consistent with our method of government.

We hope that the committee will favorably consider and report an
amendment to the existing escape clause which will make certain that
the question of injury will be determined in all cases, and at all levels
of decision, in accordance with an exact standard of conduct outlined
by the Congress. We also hope that this amendment will make it clear
that the decision must be based on evidence pertinent to the question
of injury alone. Except in cases involving the national security, final
decisions under the escape clause should not, in our opinion, be based
on any collateral considerations whatsoever.

V. Collateral considerations in injury cases: The failure of the
ecyive to recognize injury in two-thirds of the cases that have been
se ft it by the Tariff Commission has created a feeling that these
executive decisions are actually based on considerations having noth-
ing to do with the question of injury as such. Usually this has been
expressed as a feeling that diplomatic considerations are more impor-
tant to the State Department than the interest of home industries here
in the United States.

However, I think there is one very real collateral consideration that
has not received much attention. This involves the nature of the
concessions we have been obtaining from foreign governments for our
export industries. Under article XIX of GATT our right to with-
draw or modify a concession because of injury to our home industries
is recognized. But this right is coupled with the right, in turn, of
the other contracting parties with whom we made the agreement to
withdraw their own concessions or to demand other concessions from
us in compensation. This procedure obviously subjects the State
Department to pressures not only from foreign governments but also
to pressures froni our own export industries.

A recent example involved the bilateral agreement with Switzer-
land and the President's decision in the Swiss watch case. As a
result of the compensation feature of the agreement, we were treated
to the amazing spectacle last autumn of two gentlemen running for
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Congress in the tobacco district of eastern Maryland on the issue
whether the American watch industry in Illinois was really being
hurt or not. The reason is clear. Immediately on the announcement
of the decision in the Swiss Watch case, the Swiss threatened to with-
draw concessions they bad granted on tobacco.

Now Switzerland, so far as we know grows no tobacco and has no
home industry to protect or be injured. In such cases we cannot un-
derstand why our negotiators should have obtained a concession that
immediately becomes worthless the minute our Government tries to
do something that is right and necessary for one of our home indus-
tries.

When the State Department held hearings on GATT last Septem-
ber, we testified against the procedure of allowing retaliation or
compensation in such cases. We suggested to them that, instead of
working for individual concessions on individual commodities, they
would better serve our exporters, as well as our home industries, by
trying to secure a general agreement among the contracting parties
not to use tariff restrictions at all, except for the purpose of protect-
ing their own home industries from injury and perhaps such other
obvious reasons as raising revenue in countries where customs duties
are traditionally the main source of income. We made a specific sug-
gestion on this subject, the text of which is attached as appendix D.

However, it would appear that our negotiators at Geneva are not
proceeding along those lines. The Reuter's dispatch, previously re-
ferred to, indicates that compensation or retaliation is still being used
to qualify our rights to take steps to prevent injury to home industries.

In view of this apparent course of events, we think it is doubly
necessary for the escape-clause provisions in the present law to be
strengthened along the lines previously indicated.

We appreciate very much this opportunity to appear before you.
Mr. Chairman, could the appendixes be made part of the record?
Senator BENNETT. Yes. Without objection the appendixes will be

made part of the record. It will be placed at the end of Mr. Wootton's
statement.

(The appendixes follow:)

APPENDIX A

LIST OF UNITED STATES WINE ASSOCIATIONS ASKING MODIFICATION OF H. l. 1

American Wine Association
Associated Vintners of the Middle West.
Bottle Fermented Champagne Producers, Inc.
Council Bluffs Grape Growers Association
Finger Lakes Wine Growers Association
Maryland Institute of Wine & Spirits Distributors, Inc.
Michigan Wine Institute
National Wine Association
New Jersey Wine Association
North Carolina Association for Wine Control
Ohio Fruit Growers Cooperative Association. Inc.
Ohio Grape Growers and Vintners
Ohio Wine Dealers Association
Texas Wine Association
Vermouth Institute, Inc.
Washington Wine Council
Wine Association of Florida, Inc.
Wine Association of Pennsylvania
Wine Distributors of Northern California
Wine Institute
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APPENDIX B

[Excerpt from "Havana Charter for an International Trade Organization-March 24,
1948"],

ARTICLE 37. MARKS OF ORIGIN

7. The members shall cooperate with each other directly and through the
Organization with a view to preventing the use of trade names in such manner
as to misrepresent the true origin of a product, to the detriment of the distinctive
regional or geographical names of products of a member country which are
protected by the legislation of such country. Each member shall accord full and
sympathetic consideration to such requests or representations as may be made
by any other member regarding the application of the undertaking set forth in
the preceding sentence to names of products which have been communicated to
it by the other member. The Organization may recommend a conference of
interested members on this subject.

APPENDIX C

GATT RENEWS UNITED STATES CURDS ON FOOD IMPORTS

GENEVA, March 7 (Reuters).-The 34 member nations of the General Agree-
ment on Tariffs and Trade have granted permission for the United States
to continue to impose quantitative restrictions on certain agricultural imports,
it was learned here today.

But the members also gave other countries permission to retaliate and seek
compensation if affected by the restrictions, which are contained in section 22
of the United States Agricultural Adjustment Act. * * *

The United States is understood to have assured GATT that it will end
any restrictions under the act as soon as they are are no longer needed, and consult
with interested countries before taking further action. * * *

APPENDIX D

PROPOSED AMENDMENT FOR REVISED GATT

1. Each contracting party agrees, through its own appropriate legislative or
administrative action, to accord a fair competitive status in its own internal
markets to the products of the other contracting parties. Such fair competitive
status shall be deemed to exist in the authorization of entry and sale of imported
products to the maximum extent consistent with such legislative or administrative
determinations, made in good faith, as may appear to each contracting party to
be necessary to prevent or to remedy any materially adverse effect upon its own
domestic industry, agriculture, or labor arising from the importation and sale of
competitive products.

2. Each contracting party agrees to accord to the nationals of the other con-
tracting parties the same right of access and participation, in the formulation
of administrative or judicial determinations under paragraph 1, that it accords
to its own nationals.

3. The provisions of this article shall not apply to measures taken in good
faith by any contracting party for any of the following purposes: (i) measures
taken in defense of the national security: (ii) measures taken to protect the
national currency or to protect the national financial reserves; or (iii) measures
taken to maintain the national revenue through imposition of duties to the extent
that other methods of maintaining the revenue are deemed impractical. In
cases where measures are taken under this paragraph by any contracting party,
such contracting party shall advise the other contracting parties as to the neces-
sity for the measures and shall, if possible, give reasonable notice before putting
the measures into effect.

Senator BENNETT. Any questions, Senator Malone?
Senator MALONE. I am not clear about your testimony. Are you

opposed to the extension of the 1934 agreement?
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Mr. WooroN. We are opposed to the extension proposed in this

bill.
Senator MALONE. If you could get some concessions, would you be

in favor of extending it?
Mr. Woo' roN. An amendment protecting our Pacific industry

No.
Senator MALONE. If you could get your amendment in the bill, are

you in favor of the extension?
Mr. WOO'rr'ON. Not as permanent legislation; no. The bill is a

hodgepodge. It is not good permanent legislation.
Senator MALONE. Nothing proposed here is permanent legislation.

You know what happens if you don't extend it. You have heard it
5 or 6 times today. You go back to the fair and reasonable cost
basis of determining the duties. Now, is that what you want, or do
you want this thing so that one man in the United States of America
can determine what is good for America?

Mr. WoorIoN. We very definitely don't approve of the procedure
you are talking about, sir.

Senator MALONE. Are you for this bill if you could get your amend-
ment in? Do you want it?

Mr. WOOTTON. I think it would take care in large part of that prob-
lem, sir. It would not take care of all of it.

Senator MALONE. Are you in favor of the principle?
Mr. WooTToN. Of a reasonable and fair competition? Yes, sir.
Senator MALONE. I am talking now about the principle of this bill.

If you can fix it up a little, would you still leave it in the hands of
the Cabinet or the President or vhterever it rests-there seems to be
some doubt about who is making these decisions-where it is taken out
of the hands of the Congress, so that unless we take up a certain grade
of wine or a certain grade of cloth, in a special bill introduced on
the floor and passed, Congress has no authority to judge the equity
of the decision the President makes. Is that what you want ! Do
you want this bill extended? I don't understand any industry who
comes in here and leaves us all in doubt.

Mr. WOOTTON. We don't want any legislation which permits tariffs
and the question of the economy of the country to be settled otherwise
than under rules laid down by Congress

Senator MALONE. That is just the way it is being settled now under
rules laid down by Congress.

Mr. WOOTTON. I mean rules abiding on the Executive, Senator.
Senator MALONE. The President could do anything with it he

wants to.
Mr. WOOTTON. There are no rules now, really.
Senator MALONE. Do you have any idea that any amendments that

you have suggested here today could operate to prevent injury to
industry when we have changed the policy from a fair and reasonable
competitive basis of doing business with the chief competitive foreign
nation on each product with a duty that equals that difference and
gives the American workingman and investor an equal access but no
advantage of the markets? We have changed that to the basis of what
is good for the whole economy in the judgment of a Cabinet officer or a
President and if there were any international problems that need to be
cured, we can contribute a little to that.

Mr. WooTroN. We don't believe in that, sir.
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Senator MALONE. Then how do you believe in the bill if you don't.
Mr. WOOTrON. I didn't exactly say I believe in the bill. I said we

are opposed to it, and we don't think it is permanent legislation.
Senator MALONE. You are opposed to the bill.
Mr. WOOTTON. Yes.
Senator MALONE. And you don't like to see it extended?
Mr. WOOTTON. No. We actually don't.
Senator MALONE. If it is passed we are left with no protection on

the existing escape clause. You have no protection now with the
escape clause, do you?

Mr. WOOTTON. No. And we want that corrected.
Senator MALONE. How are you going to get that corrected if you

extend this?
Mr. WooTroN. We want that corrected.
Senator MALONE. There are a thousand ways you can evade that if

you leave it in the hands of one man. Now, if you start the procedure
by allowing this to expire, which is the first step, then the President
without any doubt can be persuaded to cancel any agreement under
his own authority if Congress didn't want it. Or we could take it up
in Congress as a special bill if he didn't.

Mr. WOOTTON. That would be all right.
Senator MALONE. Well, we have the authority to do that, but we

would have to do it with a special bill. Are you in favor of this bill
being extended under any consideration?

Mr. WOOTTON. I honestly think we are opposed to the bill because
of its effects on the economy.

Senator MALONE. You say you are opposed to the bill?
Mr. WOOTTON. That is right.
Senator MALONE. Under any conditions, changing the principle

as it has from the fair and reasonable and competitive principle!
Mr. WOOTTON. I agree with that, sir.
Senator MALONE. All right. That took quite a bit of time but it

was very satisfactory.
Are you in favor, then-and I presume you are if the bill is not

extended-of letting all these trick organizations withdraw from the
pot, and fall on their faces. Is that what you are in favor of ?

Mr. WOOTTON. No, I don't think any of those agreements should
be made without their approval by Congress.

Senator MALONE. You misunderstood my question. If we do not
extend this act we don't sit down at Geneva and put our markets in
the pot. Therefore, there is no game. And that is the last you would
hear of the general agreement on trade in Paris, or of the United
Nations getting into the play, or the IMC, or of the State Department
because they are no longer in the game. It goes back to the Constitu-
tion of the United States. That is what you are in favor of?

Mr. WooToN. That is right.
Senator MALON. Mr. Chairman, I have no other questions.
Senator BENNETT. May the Chair be permitted to observe that you

have a good example before you?
(Additional statement subsequently submitted.)

MEMORANDUM ON H. R. 1 AND GATT, AND ON THE ESCAPE CLAUBE

H. R. 1 is pending before the Senate Committee on Finance. The chairman,
Senator Byrd, of Virginia, indicated at the close of the public portion of the

TRADE AGREEMENTS EXTENSION
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hearings, March 23, 1955, that the committee wished to consider in executive

session all provisions entered into by the State Department in connection with

the General Agreement on Tariffs and Trade (GATT).
'Ihe documents signed at Geneva on March 21, 1955, by Assistant Secretary

of State Waugh apparently consist of the following: (i) A document establishing
the new Organization for Trade Cooperation (OTC) ; (ii) a new protocol to

GATT containing substantial amendments: (iii) another new protocol to GATT
containing further substantial amendments; and (iv) a so-called waiver, per-

mitting the United States to put in force section 22 of the Agricultural Adjust-
ment Act, any provision of GATT to the contrary notwithstanding.

I. H. R. 1 AND GATT

GATT consists of the original GATT of 1947, as previously amended, and as
now further amended by the two protocols of March 21, 1955. It constitutes a
group of so-called trade rules adhered to by 34 contracting nations, including
the United States. It is an Executive international agreement which Congrest
has heretofore refused either to approve or disapprove-in other words, Congress
has, up to the present time, refused to consider itself bound in any way by this
Executive international agreement.

OTC is a separate document from GATT itself. It establishes an organiza-
tion for the administration of GATT, including an assembly composed of the
34 contracting nations, each having 1 vote. OTC is an organization that will
administer and interpret GATT and, acting in a quasi-judicial capacity, deter-
mine whether individual nations have committed violations of the GATT trade
rules.

H. R. 1, in general arrangement, is somewhat similar to previous extensions of
the Reciprocal Trade Agreements Act. It contains, however, two absolutely
new provisions. The first is subparagraph (A) on pages 2-3 of the bill, which
confers upon the President the broadest possible powers in international nego-
tiations in all trade matters. The second is a provision to the effect that the
passage of H. R. 1 shall not be considered congressional approval of the organ-
izational provisions of GATT (i. e., shall not be considered congressional
approval of OTC)-thereby clearly signifying that the passage of H. R. 1 would
definitely constitute congressional approval of the substantive provisions of GATT
(i. e., the GATT trade rules themselves). The text of these new provisions is
attached as appendix A, consisting of subparagraph (A) and its two provisos.

It is clear that if H. R. 1 is passed containing the language in appendix A,
H. R. 1 will then be a congressional ratification of GATT itself (i. e., the trade
rules). It is also clear that Congress will, in addition, have bound itself in
advance, and made itself a party to, all amendments in the GATT trade rules
that may be made at any lime in the future, regardless of their nature.

Thus, passage of 1I. R. 1, as now written, means that the Congress would
accept the current provisions of the GATT trade rules as binding it against any
future legislation it may wish to pass that might be inconsistent with those trade
rules. It also means that Congress will have bound itself to accept any further
limitations on its legislative authority that may in the future be arranged by
the Executive with the other contracting nations. The passage of H. R. 1 in
its present form will thus require, both currently and in the future, that the
congressional responsibility for the control of foreign commerce must be exer-
cised within boundaries laid down, or to be laid down, by the Executive.

On top of this, if Congress also approves OTC, it means that Congress and the
Executive together will have bound themselves to accept the judgment of a
majority of the 34 contracting nations on all questions involving administration,
interpretation, and decision under the GATT trade rules.

The potentialities of such an arrangement are obvious. What could happen
in the future is, of course, unpredictable. But an insight can be obtained from
the current situation with regard to quotas.

GATT has always contained provisions against the use of quotas, and it is
understood that these have been further tightened in the protocols of March 21,
1955, so that, for all practical purposes, quotas are completely prohibited with
certain exceptions not pertinent here. This is clearly the reason why the Ameri-
can delegation at Geneva had to obtain the so-called waiver, previously referred
to, from the other contracting parties in order to permit the United States to put
in force the provisions of section 22 of the Agricultural Adjustment Act (import
quotas for agricultural products competing with American agricultural products
under marketing program). But this "waiver" does not cover any present or
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future United States legislation dealing with legitimate use of quotas for other
commodities.

For example, we have for quite a number of years, under the Sugar Act, uti-
lized the quota principle to work out an equitable deal for all parties concerned
with offshore and continental cane and beet sugar. This act apparently has
worked rather well considering the rather complicated problems to be solved. A
somewhat similar situation seems to be developing with regard to oil. But if
Congress approves either H. R. 1 or OTC, or both, it will find that it will not be
able to pass oil legislation comparable to the Sugar Act, unless it first obtains a
waiver from the contracting parties to GATT.

Entirely aside from the question whether Congress wishes to, or can, so bind
itself, the question of obtaining waivers raises the very practical question as to
what compensation would be exacted by the other contracting parties in return
for their concurrence.

The questions here discussed were not considered by ihe House. They repre-
sent some of the most serious questions that have ever been offered for consid-
eration in the Congress.

I. THE ESCAPE CLAUSE

Apart from any special legislation such as section 22 of the Agricultural Adjust-
ment Act, the escape clause is the only statutory vehicle affording relief to
American industry-or agriculture seriously injured by competitive imports. Its
proper working, therefore, is a basic and fundamental element in United States
economic and legislative policy.

The escape clause is not, however, binding on Executive. Of 15 cases so far
referred by the Tariff Commission to the Presid-nt, in two-thirds of them relief
has been denied. In this area there is no law at all, and the Executive is bound
by no standard of conduct laid down by the Congress. These decisions of the
Executive are merely personal judgments "in the national interest." These
personal decisions appear to be based on one or more of the following considera-
tions: (i) Diplomatic considerations having nothing to do with foreign trade
as such; (ii) disagreement with the Tariff Commission on what constitutes
"serious injury," even though the Tariff Commissison, in making its findings,
has followed the rules on this point laid down by Congress; (iii) the political
pressures asserted by foreign governments acting as agents in trade matters for
their own exporters; (iv) political pressures exerted by our own exporting indus-
tries who are afraid that, if a tariff adjustment is made for an American industry
to protect it against serious injury from competitive imports, the foreign govern-
ment may withdraw a concession pertaining to their own export commodity
(under GATT the foreign government has the right to do this, even though no
injury to itself was involved in granting the concession in the first place).

H. R. 1 contains no provision correcting this situation, and it is proposed to
continue the existing situation without change.

It is obvious that this grant of personal power to the Executive permits the
Executive to control and shift the economics of American industry and agricul-
ture in any manner that may seem to it desirable.

No such permanent grant of unchecked power has existed in the history of
our governmental institutions since the Star Chamber was abolished in 1641.
There the King's counselors ruled "in the national interest," unchecked by law
or ancient custom. The National Industrial Recovery Act is only an apparent
exception. It was concededly an emergency measure. The ruling on its uncon-
stitutionality was greeted with general relief, and Congress proceeded to enact
specific legislation on portions of the program worth saving, but in a manner
meeting the basic constitutional requirement that delegation to the Executive
of the constitutional responsibilities of the Congress must be under a clear stand-
ard of conduct laid down by the Congress and binding upon the Executive.

In connection with H. R. 1, an attempt was made in the House to make the
escape clause binding upon the Executive. The amendment failed only by the
narrowest of margins and then only, according to press reports, after the strong-
est pressures were brought to bear. The conscience of the House was clearly
In favor of an amendment of this nature.
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IMl. SUGGESTIONS

The situation created by the offering of H. R. 1 in the form in which it has
been offered, coupled with the proposed method of handling the GATT situation,
has created difficulties that should not have been allowed to arise.

It cannot be said that the architects of this program were unaware of these
difficulties. The points discussed here were fully brought out in the testimony
before the Randall Commission. Later on, last September, the American dele-
gation, before it went to Geneva, held public hearings on GATT and there all
these points were fully testified to. Again, the testimony before the Committee
on Ways and Means in the earlier part of this year was fully available before
the final agreements were reached at Geneva in March.

The whole pattern in this affair indicates a persistent blindness to certain per-
fectly legitimate and compelling considerations because of their inconsistency
with a preconceived and doctrinaire approach to foreign trade policy. The over-
all objectives of the Government's general program could have been perfectly
well obtained without raising any of the questions discussed in this memorandum.

To put things back on an even keel, the following suggestions are respectfully
made:

(1) Delete from H. R. 1 the language at pages 2-3 of the bill appearing in
appendix A to this memorandum. Substitute in its place a declaration that Con-
gress neither approves nor disapproves, in H. R. 1, any of the provisions of GATT
or of OTC.

(2) When OTC is submitted as separate legislation, it should in no case be
approved unless there is inserted an express reservatiom of the complete free-
domn of the United States with regard to all existing and future legislation on
trade matters. The language of this reservation should make it clear that this
freedom of action is reserved also with regard to judicial interpretations and
decisions, and administrative interpretations, decisions, and regulations, under
any such existing or future legislation of the United States.
(3) Amend existing law with regard to the escape clause so as to provide that

the escape clause shall be binding in all (Uses upon the executive. The only pos-
sible exception to this should be in cases where the national security would be
iiintediately nnd genuinely jeopardized.

Other minor amendments to H. R. 1 may suggest themselh es, but they are not
discussed in this memorandum.

EDWARD A. WoomoN, Wine Institute.
WASHINGTON, D. C., March 25, 1955.

ArPENDix A

'(A) To enter into foreign trade agreements with foreign governments or
instrumentalities thereof containing provisions with respect to international
trade, including provisions relating to tariffs, to most-favored-nation standards
and other standards of nondiscriminatory treatment affecting such trade, to
quantitative import and export restrictions, to customs formalities, and to other
matters relating to such trade designed to promote the purpose of this section
similar to any of the foregoing: Provided. That no such provision shall be given
effect in the United States in a manner inconsistent with existing legislation of
the United States: Proridcd further, That the enactment of the Trade Agree-
ments Extension Act of 1955 shall not be construed to determine or indicate the
approval or disapproval by the Congress of organizational provisions of any
foreign trade agreement entered into under this section.

Senator BENNETT. The next witness is Mr. William Babbitt, Na-
tional Association of Photographic Manufacturers. Mr. Babbitt.

You may proceed, Mr. Babbitt.
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STATEMENT OF WILLIAM C. BABBITT, MANAGING DIRECTOR,
NATIONAL ASSOCIATION OF PHOTOGRAPHIC MANUFACTURERS,
INC.

Mr. BABBITT. Thank you, sir.
Mr. Chairman, and members of the committee, my name is William

C. Babbitt.
I am managing director of the National Association of Photographic

Manfuacturers with offices in New York.
This statement is presented in behalf of the American photographic

manufacturing industry, as represented in the membership of the
National Association of Photographic Manufacturers, Inc., whose 85
members, according to best available information, produce more than
90 percent of the dollar volume of the photographic products made
in the United States.

We wish to point out, as was done in great detail by representatives
of our industry appearing before the House Ways and Means Com-
mittee, that certain segments of the photographic manufacturing in-
dustry have already been seriously injured as the result of foreign
competition promoted and aided by reductions which have been made
in United States tariff rates.

Many tariff rates on photographic products have already been mate-
rially reduced, as shown in the following table:

TABLE I.-Examples of reductions in duty

1930 rate Present Percent

rate reduction

SPercent |Percent
(1) Cameras of which lens is the component of chief value ---------- 45 25 44(2) Still cameras valued at $10 or more each ------------------------- 20 B15 5(3) Film ............................................................ 25 6% 75

Table II and the chart which follows it graphically show the re-
,ductions already made and the extent of further reductions which
would be permissible by present law in combination with H. R. 1.

Senator BENNETT. May we put table 2 in the record without your
reading it?

Mr. BABBIrrTT. Please do so but allow me to comment on it.
Senator BENNETT. Of course.
Mr. BABBITT. In table 2 may I direct your attention particularly

to the last column which shows that the percent reduction from 1930
Tariff Act rate which is possible, assuming the authority of H. R. 1
and the existing law are exercised ranging from 57 percent reduction
to as great as 841/2 percent reduction.

In the chart which follows you will notice that the left-hand bar
shows the tariff rate of 1930.

That is the first bar of each pair.
If there is a darker shaded part in the first bar that shows the pres-

ent rate.
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Next to it is a darker bar, that is the right-hand bar of each pair.
That is the rate which it is possible to obtain if the authority of the
existing law and H. R. 1 is fully exercised.

You will notice that if this is done, there will scarcely be any rates
on photographic products which are in excess of 20 percent and many
of them will be below 10 percent.

(The document referred to is as follows:)

TABLE II.-Resulting duty structure on photographic item8 assuming full

authority of existing law avd H. R. 1 is exercised

Percent tariff rate (ad valorem) as of-

Tari ItAuthorized Redutioni
pItem 1930 1945 Present) level from L930N

(1) (2) (3) (4) (5)

228b Projection lenses -- .... . 45 45 35 19 57.8
Enlarger, still projectors- .............. . 45 45 45 19 57.8.
Cameras of which lens is a component of -

chief value- ------------------------------- 45 45 25 19 57. 8
Photographic lenses, under $5 .... 45 45 25 19 57.8
Photographic lenses, over $5 ---------------- 45 30 25 123.i 72.3

229 Photo lamps ------------------ 20 20 20 8 60.9)
1551 Still cameras, value $10 and over ------------ 20 20 15 1 9 1 60 9)

Still cameras, value less than $10 ------------- 20 20 20 8 60.0
Camera parts I 20 20 20 8 60.0
Dry plates ..... 20 15 15 6 70. 01
Motion-picture cameras -------------------- 20 20 20 8

228b Motion-picture projectors, sound 2 onLy (par. 545 45 160.0
353). 35 17,4 

1  
'i 8.5

Motlion-picture projectors, sound-silent, and
silent ... - .- - - 45 45 45 19 57.8

1551 Film, except motion picture ---------------- 25 121. 6' 5 5 80. 0
Film motion picture, less than t inch in

w idth -------------------------------------- 25 12!/1 6 .1 5 80.0
1405 Paper, plain basic ........... 20 20 10 8 60. 9

Paper, blue or brown print .... 25 25 12' 2 10.5 58.01
Paper, basic, unsensitized .................... 5 5 2' 2 2 60. 0
Paper, Baryta coated ------------------------ 5 5 2! 21 2 60.0
Paper, photographic ------------------------- 30 221J 12 9.5 68.3

Cents Cessfs Cents
1551 Film, motion picture over 1 inch in width

(specific rate per linear-foot) ----------------......- o o - 75. 9

I Other than for cameras of which lens is component of chief value.
'On basis of a court ruling which may or may not stand up.
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Mr. BABBIrr. We believe that the principle of the reciprocal trade
agreements program is sound; i. e., that United States tariffs should
be reduced, on a reciprocal basis only and by agrement with other
nations of the free world, that this reduction should be selective, grad-
ual, and moderate; and that procedures should be maintained to insure
that serious injury will be reduced or avoided. We are, therefore, in
basic agreement with the principles and objectives of the President's
foreign economic policy as presented in his January 10, 1955, message
to Congress and with the major provisions of H. R. 1 and consider
them to be in the national interest.

In this connection, however, we call attention to section 3 (E) of
H. R. 1, and again state that we feel that no tariff rductions should be
inade except those which are moderate and gradual and for which
reciprocal concessions are obtained by the United States.

With reference to section 2 (D) (ii), we also feel that extreme cau-
tion should be exercised with respect to the authority which it grants
to suddenly reduce tariff rates by 50 percent on articles normally im-
ported into the United States in negligible quantities. The circum-
stances surrounding certain situations may warrant a gradual and
moderate reduction of such tariffs.

We believe that the export of American technical assistance to
underdeveloped countries, time removal of trade barriers and the con-
vertibility of currencies should be encouraged and that direct aid
should be curtailed.

We believe that vigorous action should be taken to prevent the
dumping of foreign goods in our country and that American goods
should not be dumped abroad.

We feel that the position of the United States as the largest credi-
tor country in the world demands a national policy of promoting
American investment abroad so that the free world balance of pay-
ments may be brought into better balance without reduction of United
States exports or a necessarily great increase in its imports.

We recognize the complexity of the tariff problem as it relates to
defense-production potential. We recommend that, prior to a prod-
uct being placed on the bargaining list for consideration of tariff re-
duction, the Office of Defense Mobilization certify that a tariff reduc-
tion would not adversely affect the United States defense mobilization
potential.

Senator BENNETT. Thank you, Mr. Babbitt. Any questions, Sena-
tor Malone?

Senator MALONE. Your statement baffles me.
You say you are for the extension of the act.
Mr. BABBITT. With the certain safeguards and corrections.
Senator MALONE. About the only safeguards that I understand

outlined in your statement is that if the ODM (Office of Defense
Mobilization) certified that if any imports of your kind of material
were allowed that it would injure the national defense, that then you
were for a continual gradual decrease in tariffs.

Mr. BABBITT. Yes, sir; the 15 percent.
Senator MALONE. But you want to be sure your products are in

the national-defense category first? You want to be sure that your
business is not injured.

Mr. BABBITT. We have been told that our industry is in the top
10 in critical national defense industries.

1179
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Senator MALONE. Does that explain your statement?
Mr. BABBITT. The answer to your question is not as simple and as

direct a one as that.
Senator MALONE. I am pretty direct. I only have direct questions.

If you want to explain it go ahead and then I will have another direct
question.

Mr. BABBITT. May I ask you to direct your attention to the chart?
Senator MALONE. I have already studied it.
Mr. BABBITT. Then you no doubt have it in mind. You will notice

there are several categories where there have been important reduc-
tions in tariff rates. If an honest analysis were made of the situation
it might even be found that some of those reductions were unnecessary.

We were merely giving away revenue that did not need to be lost.
In other words, the imports would have been the same without the
reduction that had been made. I am referring to some of the reduc-
tions in the area of sensitized goods.

Senator MALONE. I am ahead of you.
Mr. BABBITT. There is an area where we apparently have not suf-

fered from tariff reductions but if you direct your attention to the
area involved in still cameras, lenses, precision shutters, the damage
is serious, as was brought out in House testimony.

Senator MALONE. That, you would like to be assured, would be.
national-defense material; would you not? Is that the sense of your
statement?

Mr. BABBITr. Either the product itself is closely akin to national
defense or what is often the case, the equipment or the personnel,.
principally the personnel; these involve many skilled workers.

For example, take a precision photographic shutter.
You probably know about this because of our testimony before the

committee in the excise-tax problem where you recognized our terrible
situation and brought about a correction of it.

Senator MALONE. I have always opposed the continuation of all
emergency excise taxes, and I recognize what you characterize as your
terrible situation now, however, I do not have very much sympathy
for anyone who approves the destruction of everybody else's business
because he comes within the first 10 that will be saved by a traiff-the.
very thing which he wants to reduce on all other American products.

Mr. BABBITT. What I was trying to say there-
Senator MALONE. I am ahead of you. Put it in the record.
Mr. BABBITT. A typical precision shutter, for example
Senator MALONE. Just something that takes a trained man to make..
Mr. BABBITT. Involves approximately 150 to 200 separate parts and'

it is no bigger around than that.
Senator MALONE. Only a precision worker can make it.
Mr. BABmTT. Exactly.
Senator MALONE. How many years training does it require?
Mr. BABBITT. Considerable training. The manufacturers in that

field say before they can develop a worker to the point where he can
do that type of work it requires approximately 3 years.

Senator MALONE. Almost as long as it takes to get a college educa-
tion, or to become a machinist or a boilermaker.

Mr. BABBITT. Almost, but not quite as long as it takes to make a
skilled tool and die maker and for very much the same reasons.



TRADE AGREEMENTS EXTENSION

The degree of precision in that assembly is of a very, very high
order. That shutter has to be capable of adjustment within a wide
range and be accurate at all points.

Senator MALONE. I am in the engineering business; while I have
not made cameras I understand what you are talking about.

Mr. BABBITT. You will also then understand the situation as to
lenses.

Senator MALONE. That is right.
Mr. BABBITT. As to very simple lenses, we can turn those out on a

maximum production /asis and do so.
Senator MALONE. I inspected the Leica camera plant in Germany.
I was very much interested in just what they could sell a Leica for.

That is probably one of the best cameras in the world; would you
agree?

Mr. BABBITT. I certainly would.
Senator MALONE. You know what they can sell it for in relation to

your price; do you not?
Mr. BABBITT. Testimony was given in the House. One manufactur-

er who tried to make a camera to compete with it.
Senator MALONE. What was the difference?
Mr. BABBITT. He said he had to get $650 for it and thus couldn't

sell it in competition.
Senator MALONE. What do they sell theirs for?
Mr. BABBITT. They vary in price depending upon the model and

lenses.
Senator MALONE. Just an ordinary camera you sell on the market ?
Mr. BABBITT. The Leicas?
Senator MALONE. Yes.
Mr. BABBITT. I would say roughly in the general range of $385 and

$485 and up to $750.
Senator MALONE. Just about half of what you would have to get

for the same type of camera ?
Mr. BABBITT. Perhaps 65 percent, two-thirds.
Senator MALONE. Roughly. In other words you would not be in

business very long if you had to compete on an even basis.
Mr. BABBITT. No, sir.
Senator MALONE. Unless you can get your material classed as defense

business, you would probably be for a tariff on a fair and reasonable
competitive basis, would you not?

That is to say for the difference in the fair cost of producing the
same type of camera here as compared to Germany or Japan.

Mr. BABBITT. On certain occasions they have done so.
Senator MALONE. That is correct. Since you are classified as na-

tional defense, and you are going to be saved, you come here and want
to advocate extension of the act to apply to everybody else, is that
about right?

Mr. BABBITT. I don't think that is our position, sir.
Senator MALONE. I could come to no other conclusion from your

statement.
Mr. BABBITT. Well, we are losing business to imports in other prod-

uct areas.
Senator MALONE. Of course you are.

59884-55---pt. 2-36
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Mr. BABBITT. Which are not product areas subject to national de-
fense. Our plea with reference to national defense, may I make this
very clear, is in terms of the interests of national defense and not in
terms of the interests of our industry.

Senator MALONE. Of course. You just happen to come under it.
Mr. BABBITT. No, sir. May I finish that statement?
Senator MALONE. I will not interrupt you.
Mr. BABBITT. Let me show what I mean.
Senator MALONE. We want that in the record.
Mr. BABBITT. There was testimony in the House by one of the wit-

nesses from our industry that comes from this still-camera field, a
field where he said that according to the best information that he had
been able to obtain, imports were now approximately equaling domes-
tic production.

I think everyone will agree that is a serious level of competition.
Senator MALONE. Still you are for a gradual continual reduction

in the future of that duty on those cameras.
Mr. BABBITT. Well-
Senator MALONE. I have this idea right down pat. If you want

to refute it now, I will go on to another tack.
Mr. BABBITT. Are you always keeping this point in mind, Senator,

and that is, what is happening to the American still-camera manu-
facturing industry is

Senator MALONE. That makes a difference to you if it is not classed
ii, the national defense area.

Mr. BABBITT. I will leave it to you to decide.
Senator MALONE. If all witnesses were like you, just wanted to save

their own industry, I personally could decide very quickly.
Mr. BABBITT. I think it makes a great deal of difference. What has

happened, sir, is that the American still-camera manufacturers have,
been increasingly buying certain precision parts, in other words, the
parts with the high skilled labor content, the lens with the precision
shutter, certain other precision parts in Germany and in some in-
stances in Japan, so in effect we are doing exactly what you have
pointed out in some other instances, we are exporting a part of our
skilled labor.

Senator MALONE. Why not, according to your testimony you are
only interested in your own business.

Mr. BABBITT. Well-
Senator MALONE. You never before testified against extension of

the act. You are now for it if you can be sure your own business is
protected. I understand perfectly. I want you to complete the rec-
ord on your own testimony.

Go ahead.
Mr. BABBITT. I will try to explain it in a different manner, because

the point is of very great importance.
Senator MALONE. I think it is for the economy of the country. I

think you can buy a lens from Germany with a German working at
40 cents an hour and if you make it here you pay $2 or more. How
much are you paying?

Mr. BABBITT. According to BLS, the average wage in our industry
is $2 an hour and our skilled rates are considerably above that.

Senator MALONE. Of course. That is the American wage standard
of living.
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There should be a duty that would make up the differential of the
fair cost of production here and abroad on the basis of fair and
reasonable competition, but you are not for that principle.

You are for a gradual continual reduction of the duty regardless
of its effect on your American wage standard of living.

Mr. BABBITT. No, we are not for no tariff at all.
Senator MALONE. If you are for reducing the duty below that fair

and reasonable competitive basis, then you are with Mr. Hoffman. He
wants the same gradual reduction which would mean in the end a re-
duction in wages.

Mr. BAmuBr-. The 15-percent reduction proposed in H. R. 1, we
are for.

Senator MALONE. That is clear-a continual gradual reduction.
Mr. B3ABBITT. 1I. R. 1 proposes-
Senator MALONE. You say you are hurt already and you are for 15

percent more reduction.
Mr. BAnBIr. Except on areas that are essential to national defense.
Senator MALONE. Except on your industry.
Mr. B.kBBITT. No, sir. I think you have had appear before you and

the House committee many industries calling attention to national
defense aspects.

It seems to me from reading some of that testimony and from
hearing some of it that one of the things that so many failed to bring
out was the distinction between an industry that is essential to national
defense and a production area essential to national defense which
is being injured by imports.

We are talking about the production areas essential to national
defense which are injured by imports and we are not talking about
just the photographic manufacturing industry.

We think that should apply to everyone.
Senator M\ALONE. Is that the lens you want classified for national

defense'?
Mr. BABBITT. Certain lenses above a certain type of level, precision

still cameras, all that field of equipment of that type.
Senator MALONE. But that is the type of lens you can get from

other nations so much cheaper that the business here could not sur-
vive.

Mr. BABBITT. We don't like to see them go. I can assure you of
that. We know the problems that are dumped on us in the event war
comes to pass. We are gravely concerned about the situation.

Senator MALONE. Then just let's sum it up. In anything that is
not necessary for national defense, you are for a gradual reduction
of tariffs, just ad infinitum regardless.

Mr. BABBITT. Provided they don't result in serious injury to the
domestic industry.

Senator MALONE. Anybody knows that that is a result to the do-
mestic industry. Mr. Paul Hoffman made the statement that any
industry that could not compete in a gradual continual reduction of
tariffs should go out of business.

You say they shouldn't suffer serious injury, but you are for the 15-
percent reduction.

Mr. B.%BBIar. Let me approach your question then from another
direction, Senator. Perhaps it will explain what seems a critical
situation.
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Senator MALONE. All right.
Mr. BABBITT. We have aggressively worked with the people who

are engaged in negotiating trade agreements. I mean by that when
we learn that trade agreements-

Senator MALONE. You are about the only one who was allowed to.
work with them, if you have.

Mr. BABBITT. There is a great limit to the extent you can work
beyond which they go into their own secret deliberations.

Senator MALONE. Are you working with GATT, General Agree-
ments on Tariffs and Trade?

Mr. BABBITT. We have no access of course now.
Senator MALONE. Did you ever have any access to GATT?
Mr. BABBITT. Well, no, of course not.
Senator MALONE. That is better.
Mr. BABBITT. What I mean is this: When we know that agreements

are about to come up
Senator MALONE. How do you know? They work over there whil

you sleep. Nobody else knows. If you know you must have a pipeline
in there.

Mr. BABBITT. At least generally speaking they have announced in
advance the list of countries with which they are going to negotiate.

Senator MALONE. But did they announce what they were doing
with them?

Mr. BABBITT. No.
Senator MALONE. Did you ever try to get in and find out?
Mr. BABBITT. Yes.
Senator MALONE. Did you get in?
Mr. BABBITT. To an extent,
Senator MALONE. If you did you are the only one that I have ever

talked to that knew what they were going to do ahead of time.
Mr. BABBITT. That is correct. I can understand why.
Senator MALONE. Why? What was the reason?
Mr. BABBITT. Here is what we do. Not too many other industries

do this. We start out at once working with our foreign connections
agents, distributors, whatever they may be, determining what conces-
sions in those foreign countries might be of benefit to them in letting
them bring American goods into that country.

Senator MALONE. You mean to compete with someone else's
products?

Mr. BABBITT. On photographic products. Naturally we leave other
industries to take care of their own problems. As a result of that when
the time comes to present material to the Committee on Reciprocity
Information, we generally can come up with a pretty intelligent list
of concessions which they should seek.

Now they have sought-
Senator MALONE. In your business?
Mr. BABBITT. Yes, sir.
Senator MALONE. This is in line with this continual gradual reduc-

tion of tariffs in your business which you advocate?
Mr. BABBITT. We have a law, we have had it on the books since 1934

and the position which the association took very early in its years-
our association was only formed in 194 6-was that, all right, there,
it is, we are going to get the most in the way of benefit that we can
possibly get for American photographic manufacturers in exchange-
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for the United States concessions which are given sometimes over our
serious protest to foreign countries with reference to their ability to
import photographic products into the United States.

Now, that meant therefore that we have given to the negotiators a
list of concessions or requested concessions which had been intelli-
gently-I think I can correctly say-prepared, and as a result, a large
number of those concessions have actually been obtained. Now, we
feel that on the whole the entire photographic industry has gained
somewhat more from exports than it otherwise would have. Of course,
no one knows how much to attribute to the trade concessions, but you
can see by looking at the statistics that the export of photographic
products has gone up fairly steadily and has kept ahead of imports.

Now when you gt over into some product areas where we can't do
so well in getting into these other countries, you raised this question,
How do you fare with other producing countries?

Well, we don't fare very well with other producing countries, as the
table that was presented in the House hearings will show you.

We import, the United States imports, more than $14 million of
still cameras and lenses from the eight major foreign producing coun-
tries.

Senator MALONE. $14 million?
Mr. BABiTT. A little over $14 million from the eight major pro-

ducing countries.
Senator MALONE. What are these countries?
Mr. BABBITr. Sweden, United Kingdom, France, Eastern Germany,

Western Germany, Italy and Japan.
We were only able to ship to them $486,000 worth. In other words

their access to our markets on a dollar bassis is 28 times our access to
their markets.

Senator MALONE. Is that new to you? You should know that other
nations protect their workers and investors from undue competition.

Mr. BABrrT. It certainly is in that area.
Senator MALONE. Do you think the trade agreements are needed

so you can ship cameras into other areas that do not manufacture
them at all?

Mr. BABBITT. They have helped us to do so, we believe so.
Of course, again our overall exports have held up fairly well.
Senator MALONE. Would you not think they would allow imports

where they are not manufactured?
Mr. BABBrr. We are getting competition with Germany and Japan

and in these other markets.
Senator MALONE. I understand that. Do you know of any other

nation except our own where they do not protect their workers and
investors?

Mr. BABBITT. As far as I know I agree with you. In other words I
don't believe we are prevented from shipping cameras into Germany
to any very serious extent by reason of inability to send them there.
It is just that we cannot compete with the Germans in theii own home
market.

Senator MALONE. If you could compete with them, they would not
let you ship them in. You must know that.

They have the exchange permit system, they have the import permit
system. They make up the difference in the special values for their
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currency or through such permit system. For 150 years they have
been living by their wits on foreign trade.

We are new and do not understand it. We are sitting in a strange
game. However, as long as we have money and markets to fritter
away we can stay in the game.

You don't know of any product that we can ship to any country but
what that or a similar article is manufactured. They just do not allow
such articles to come in.

Mr. BABBITT. You are talking about another actual producing
country?

Senator MALONE. I am talking about any foreign country. They
just do not allow the competitive articles to come in when it interferes
with their local economy.

We are the only nation in the world that does it.
Mr. BABBITT. I don't know the answer then to that one. That is too

broad a question for me.
Senator MALONE. Anybody that will approve frittering away our

markets in that manner when no reciprocity is even offered has very
little regard for the economic structure of this Nation.

Mr. BABBITT. Well, of course, we feel that we have gotten some reci-
procity out of this.

Senator MALONE. What kind of reciprocity do you get when you can
not even ship into a country where they are not produced except
on sufference? If we were basing our foreign trade on a fair
and reasonable competitive basis you would be as well off and your
workingmen would at least have equal access to the American market
which they do not now have. All of the countries have the quota system
regardless of whether they produce the particular article or not. If
they do not think people ought to buy it they enforce the quota to
stop its importation.

If they want the people to have it and they do not produce it at all,
they regulate the quota to let in the amount they want.

Mr. BABBITT. That is true.
Senator MALONE. They do this in any case with or without this act.

After all they exercise common sense in regard to the protection
of their own markets. I am getting very little out of your testimony
except that you want your industry to be protected under the assump-
tion of national defense. The record is clear that as far as the eco-
nomic structure of this country as a whole is concerned, you are not
much interested.

You approve everything that this is doing to the American working
man and investor except when it affects your own business. That
seems to be a normal reaction-but do you not believe that it would
be better for the country if we just agreed upon a principle that would
give American working men and the small investor equal access to
their own market.

Mr. BABBITT. We are against it in those production areas which are
essential t6 defense.

Senator MALONE. And you believe you can qualify, however, when
they ship in a lens for about one-third of your cost to assemble a
camera; then it does not take very long to train a person to assemble
a camera.

At least you do not have to be a lens grinder. You can dispense
with the highly skilled worker here.
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I think the story is very clear.
Mr. Chairman, I have no more questions.
Senator BENNETT. Thank you very much, Mr. Babbitt.

STATEMENT OF W. F. ROCKWELL, ROCKWELL MANUFACTURING CO.

OPPOSES EXTENSION OF THE 1934 TRADE AGREEMENTS ACT

Mr. ROCKWELL. Just so there won't be any misunderstanding about
my statement I am in favor of Congress rejecting 1I. R. 1 and I am
in favor of going back to the Constitution and having Congress settle
all matters on tariffs and foreign trade.

I don't think anything more is needed to show how badly this tariff
act has worked out recently when you take the case of the watch com-
panies, where the tariff was recklessly reduced, and after financial
disaster hit one big American company, the tariff was raised.

I should like to report on several small industries that have been
badly injured.

We can't find any way to get relief whatever. We have the figures
here to prove what we say. We can't find anybody in the Govern-
ment that is the least bit interested. We have bad the promise of Sec-
retary Weeks that nothing would be done to injure American industry.

We have had the promise from Secretary Humphrey that tariffs
would be raised if necessary, but we have yet to see the promises car-
ried out.

We heard in the President's preelection promises that no American
industry would be damaged. Here is the story that they have been.
I have a number of exhibits here. I will not try to read this, now.
Any one can read later.

Here is exhibit 1, German Wages Studied, average in Frankfurt is
$22 per week for 50 hours. You can figure that out at 44 cents an hour.

That is for a 50-hour week. And I would like to point out at that
time those figures were made, the American Armed Forces over there
were employing 200,000 German civilians in Frankfurt-Bonn area so
local wages are considerably above average wages in West Germany.

I would like to point out under that same comparative exhibit that
Secretary Weeks said that the tariffs would be raised where there was
difficulty.

You know what has happened to the American bicycle industry but
nothing has been done about it.

When that was brought to the attention of Mr. Clarence Randall,
he said they would have to study it. If a man is hanging by his neck
and will have to hang until his case is studied, he can't wait more than
2 or 3 years.

Here is a report from Scripps Howard papers (which are certainly
favorable to lower tariffs) telling how many foreign goods are seen
in our stores. I happened to sit next to ex-Senator Ferguson the other
night and he pointed out there is still $9 billion of foreign aid appro-
priation available to our foreign competitors for subsidies.

In exhibit 3 you have the wages paid in England. The British
Ministry of Labor reports the average wage of s killed and unskilled
workers is less than $27.75 per week and they work a long week.

I have been a director in American Locomotive Co., American Bosch
Co., E. W. Bliss Co., United Engineering, which is the largest manu-
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facturer of steel rolling mill equipment in the world. The wages in
most of those plants is over $3 an hour. The British worker receives
331/3 percent overtime over 44 hours, while the American workers
receive a minimum of 50 percent over 40 hours per week.

Can American manufacturers pay 300 percent higher wages and
compete with the British manufacturers who complain (as I will show
you in a later statement) that they cannot compete with German
manufacturers because the German manufacturer pays 30 percent
less than his British competitor.

Here is a statement from one of the British companies taken out
of a London paper in which the largest British manufacturer of log
rollers states that German competitors have taken 75 percent of the
Export business lately.

Senator Malone, this is the financial statement printed in the exhibit,
the British manufacturers of road rollers state that their German
competitors pay 30 percent lower wages and after quoting 17 percent
below British prices have taken over 75 percent of the European export
orders.

Senator MALONE. You mean that Britain is complaining about loss
of business on account of lower German wages?

Mr. ROCKWELL. Britain is complaining bitterly. Here is a report
to the stockholders telling them how they are suffering because they
can't meet the lower wages of the German employers.

Senator MALONE. Then they complain because we don't lower our
tariffs further when we pay three or four times their wages.

Mr. ROCKWELL. You have heard a lot of talk about the textile in-
dustry. The textile industry moved out of New England because
they had lower wages in the South, lower power costs, lower taxes,
and a lower cost of living.

Much of that textile business of course has gone to Britain and
figures show that. So here is an editorial in the London Daily Ex-
press of last September. It says a bombshell drops through the
British letterbox. It notes that the customer has decided not to
order British worsted cloth because the Japanese are selling it a third
under the British price.

And it says "the danger will grow. It is sure to grow until the
Government gains the courage to claim tariff freedom and the right
to protect Britain's vital industries through the extension of imperial
preference."

Of course woolen clothing is essential for our Army and Navy in
wartime. "Britain demands protection for vital industries because
competitors in low wage countries pay 30 to 50 percent less than
British employers."

"Britain demands tariff reductions in the United States although
British employers pay as much as 50 to 75 percent lower wages than
the competitive United States employers."

It isn't surprising that Congress is so much confused because I have
seldom heard so much misinformation as I have around here.

I know Mr. Philip Cortney and I have a high opinion of him.
He told you Belgium and Holland had opened their frontiers to

free trade. He is right. They did it. But he is wrong that they
did not do something about it just as soon as all the Holland produc-
tion that could be sold in Belgium was sold there shutting down the
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corresponding Belgian industries. The ultimate result is that they
ncw have quotas.

They have a law in Belgium which states they cannot ship in any-
thing from Holland which will cause unemployment in Belgium. I
promised to give Mr. Cortney a copy of the Belgian-American C. C.
Magazine which will show him this is so.

On exhibit No. 5, British Chancellor of the Exchequer, R. A. Butler,
seems to have a much lower opinion of our Government and our for-
eign trade agencies than has been expressed around here.

I notice that Senator George said that we had a lot of "lovable
theorists" who are trying out too many theories without knowing
what is happening in practice.

Senator MALONE. You mean that England's Mr. Butler has a lower
opinion of our trade bargaining officials than I have?

Mr. ROCKWELL. The 7iritish Chancellor says here in a sarcastic
statement-that he told us in "words of one syllable" what would hap-
pen if we did not do what he wanted us to do.

The Chancellor's low opinion of American intelligence may be up-
held if he is not promptly informed that American tariffs have been
reduced 75 percent since 1930; that more than half of American im-
ports are free of duty; and that the balance carry duty averaging less
than 13 percent.

We, the Rockwell Manufacturing Co., shipped a large amount of
machinery to England before the war in spite of the high tariff.
They bought it because it was better than anything they had and the
delivered price was lower in spite of the high tariff.

We are now completely barred, not by a high tariff but by two rules,
the first one of which is that the Englishman who wants to buy our
machinery must get. the permission of the Bank of England (which, of
course, is the British government ) in order to get the money to pay
for it.

Senator MALONE:. That is exchange permit? A permit to buy their
money with which to make the purchase.

Mr. ROCKWELL. That is right.
Senator MALONE. You say it better than I.
Mr. ROCKWELL. The second barrier is the British Board of Trade

which corresponds to our Department of Commerce, with this ex-
ception. We understand that down here in Washington a success-
ful'businessman can't hold a job. We are not allowed to hold a pro-
curement job here.

Senator MALONE. That is axiomatic. You might understand what
you are doing.

Mr. ROCKWELL. In England if you don't know anything about busi-
ness you can't hold that kind of job. When the Englishman says he
wants to buy our machine because it is better and despite the tariff it
is lower in price, he has to go to the board of trade and our English
competitors sit on that board.

They tell them, "you cannot buy that. England wants the money.
You have to buy it here."

American workers and manufacturers have been taxed billions of
dollars for postwar British aid which further increases American
manufacturing costs and of course has correspondingly lowered the
burden on the British manufacturers. I don't know how anybody
can miss the point that the American Government and the American
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taxpayer are improperly and unfairly charged with discrimination,
by the British Chancellor of the Exchequer.

The above facts show that the British have discriminated against
American manufacturers and the Chancellor's remarks only add insult
to injury.

When he made these insulting remarks he did not make them over
here. He made them at the Tory Party meeting.

Senator MALONE. He got away with his story here before he made the
remarks. He, England's Mr. Butler, Chancellor of the Exchequer,
invented the "Trade, not Aid" slogan.

Mr. ROCKWELL. He certainly did.
Senator MALONE. They feed us a new slogan every so often just

to keep us in predigested brain food-we repeat the slogans until we
believe them.

I heartily agree with what you say.
Mr. ROCKWELL. Something delayed that. There was a young fellow

who was advised that he had an inferiority complex, and was told to
go to a psychiatrist. The psychiatrist after examining him said, "You
don't have to worry about an inferiority complex, you are definitely
inferior."

As far as our country's interests are concerned, there is absolutely
no question that it is misrepresented by the kind of people we have
dealing over there in Geneva with GATT because they are definitely
inferior to what the British have there.

Senator MALONE. Colonel, I noticed you were in the audience all
day. Three professors have appeared that had written books. The
difficulty with these hand-raised economists and engineers is that they
learn about the economy of this Nation by reading the books they
write.

Mr. ROCKWELL. Charles Kettering, the great genius of General
Motors, told us the other day how the Germans wanted the rights to
build the GM diesel engine. They first explained that that diesel
engine was wrong in theory because it said so in the German engineer-
ing books. Mr. Kettering said: "If it is all wrong, why do you want
to make it?" They said, "Because it is the best in practice."1 I hope
the professors don't feel too badly about that report.

Mr. ROCKWELL. On exhibit No. 6 you have a list of people who
have been in the Shears, Scissors & Manicure Implement Assopia-
tion who have gone out of business in recent years.

There is a long list of them. Mr. Clarence Randall appeared before
us and told us all about his wonderful theories on free trade and I am
sorry to say that I don't understand them.

It may be my inferiority complex is real inferiority. In any case,
we found there were quite'a few things that he did not know. When
he was told that the foreign governments were subsidizing articles
shipped over here he declared that was dumping, and it was forbidden
by our antidumping law.

Senator MALONE. Manufactured in factories built with our money
Mr. ROCKWELL. Yes. Their government subsidizes them, and we

give their government some more money to subsidize them. He said
that they can't do that-there is an antidumping act. He is right
about the law, but he is absolutely wrong that it has been used to pre
vent such dumping.
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He may know the theory, but he has shown a sad ignorance of the
facts.

Foreign imports to the United States have been subsidized for years,
by both foreign governments and the United States.

We, as manufacturers, are expected to carry the burden of our gifts
over there and also to meet them in subsidized competition.

Senator MALONE. Competition we built for ourselves through the
British loan, the Marshall plan, ECA, and FOA.

Mr. ROCKWELL. Yes, sir.
Here is exhibit No. 7. one of many letters to the editor of the Pitts-

burgh papers in which it says "Prosperity" (and there should be a
question mark on this) because it reads "Business here best since 1953."
"Steel, coal, electric power output plus freight and river tonnage, are
all booming; yet free food has to be given to 160,000 people in Alle-
gbeny County. What is prosperity?"

Senator MAT.ONE. Is that where Pittsburgh is located?
Mr. ROCKWELL. Yes. There are about a million people in Allegheny

County and 16 percent of them, according to that figure, are on relief
or seeking free food.

They only count the heads of the family, not the number of chil-
dren they have.

Here is the East Pittsburgh plant where they have 2,000 members
out of work now; 20 percent of the 10,000 workers are out of work.
Men with 13 years' service have been laid off.

I can't tell you why the unions don't object to this extension of
tariff reductions.

Senator MALONE. It is amazing to me that a workingman can be
sold on the idea that it is great for him to sell their jobs to a foreign
country through lowering the duty on the products he makes.

Mr. ROCKWELL. They are told their cost of living will be lower if
they bring in these cheaper goods from abroad.

Senator MALONE. What will they use for money to buy the cheap
goods if they are not working?

Mr. RocwEIL. I don't know.
Senator MALONE. There must be a book by a professor on that some

place.
Mr. ROCKWELL. Prior to the war almost all the United States taxi-

meters were made by two companies located in Pittsburgh.
No foreign imports came in after the war because they were very

busy over there trying to recuperate, which some of them did with
the help of our money.

But their imports were negligible prior to 1952-in 1953 $50,857
worth of taximeters were imported. In 1954 the Government report
(which is not yet complete) shows $93,000 imported, and from the size
of the business all you have to do is project that figure on your little
chart and you will see that by 1957 the American manufacturers in
that business will be wiped out.

They employed 300 people prior to tariff reductions. That is a very
small business, and apparently small business has no voice down here
in this matter of tariffs.

About four or five months ago, I took a group from the Chamber of
Commerce of Pittsburgh on a trip through Western Europe. We
stopped in a plant in Amsterdam, Holland. That plant is owned by
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an American manufacturer. The wages in that plant are 25 cents per
hour, but they have a piecework incentive system so they average 37%2
cents an hour.

The manager of that plant told me that the corresponding American
workers in the United States plants average $3.11 per hour plus fringe
payments exceeding 40 cents per hour.

In other words, the 40 cents per hour fringe payment, which they
don't receive in the pay envelope but which nevertheless they have
to be paid eventually by the American manufacturer, amounts to more
than the direct wages at the top Holland incentive rate.

The present American tariff rate is 121/2 percent. That company
is one of the many American companies which has a plant over there
which is importing machines from over there and has a very good
reason for doing it.

I don't blame them at all. In fact, I intend to do the same thing if
you pass this bill.

American small business is faced by a condition and not by a theory.
These calculating machine parts you know are made with punch
presses and screw machines and so forth.

Anyone who says that a Dutchman can't operate such machines as
fast as Americans just doesn't know what he is talking about.

As a matter of fact, the Dutchmen work so hard that they produce
more than we do over here and there is no question about that. We
have the figures.

Senator MALONE. Is it not a fact that only the small investors and
working men are affected here if it comes to that point? Any organi-
zation commanding enough capital can do the same job over there
that it can here and take advantage of the free trade idea to employ
the foreign workers and import the products to this country, leaving
the workingman sit idle.

Mr. ROCKWELL. It works out over there just the same as it does in
this country, Senator. The New England textile manufacturers who
were smart enough and bright enough moved down South, didn't they!

And the British when they found they could make cotton textiles
cheaper in India moved to India, too.

Now they lost the grip there and they complain they can't compete
with India.

Senator MALONE. The system used here for 75 years or more of a
duty adjusted on the basis of fair and reasonable competition was never
anything more than giving an American workingman and an Ainer-
ican inventor equal access to his own markets, wasn't it?

Mr. ROCKWELL. That is what I understood. I believe Washington
and Jefferson were pretty near right when they said you have to protect
American industry.

Senator MALONE. If yOU wanted to rise above the living standards
of the world.

Mr. ROCKWELL. On top of that we know how the cartels work in
Europe, and they are legitimate over there.

Now, If they just get a chance to come in here and put us out ofbusiness, when they get their prices high enough so we can compete
with them, they will lower them until we starve to death.

I would like to point out some of these things for the benefit of the
newspaper people. Newsprint comes in here free and our newspaper
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publishers let out a terrible howl recently when the cartels raised the
price $10 a ton, and all of them did it together.

Senator MALONE. After we were out of the business here?
Mr. ROCKWELL. There is a relatively small amount produced in this

country. The people who were hurt most were the small newspapers.
Senator MALONE. Then I take it from your testimony that you are

not for changing that 75-year-old policy of fixing a duty as an evener
of the cost of production here and in the chief competitive nation, to
preserve for the American workingman and investor equal access to
his own market. You are not for changing that long-established
principle to a policy where one man of the executive branch of the
Government, on any pretext of better meshing the economic factors
of our domestic economy or of curing an international political situa-
tion can adjust any duty on any product downward at any time he
may decide?

Mr. ROCKWELL. How can I be for that when they demonstrated it
was a dismal failure. Our administration lowered the tariff on Swiss
jeweled watch movements, and then they raised the tariff after the
damage was done.

Senator MALONE. They have not raised the duty on other related
products?

Mr. ROCKWELL. On others listed here as having gone out of busi-
ness, if they raise it, it will be too late.

The hearings before the House were summarized by the New York
Times and there is no question where the New York Times has stood
on this bill.

They have been very strong for it editorially and given a great
deal of publicity to anything that boosted H. R. 1, but I bring to your
attention the statement which they made on February 13 in which
they analyzed the hearings before the House Ways and Means Com-
mittee.

They pointed out that "67 witnesses, including 7 Cabinet members,"
called the bill to extend the Reciprocal Trade Agreement Act-
a fine thing that would help this country's overseas trade and strengthen the
free world's economy.

The committee also heard 155 witnesses, including spokesmen for a broad
cross section of smaller industries, assert that the bill would bring financial
disaster to many domestic concerns and throw thousands of American wage-
earners out of work.

On Thursday the committee endorsed the opinion "of the 77" and
rejected the advice of the 155 by approving the bill 20 to 5. It thus
moved to extend for 3 years the reciprocal trade program, which
started life in 1934 as the natural-born child (which is I think a much
worse word that "silly"), is about to turn 21 and is now the adopted
child of the Republican administration.

What party do you go to, Senator, if you don't believe in ruining
this country in order to help the people who were our enemies a short
while ago?

Senator MALONE. I don't concede that that means altogether the
Republican Party. I think the final decision on the Senate floor will
make the policy, whatever that is.

I do concede that we have people at least temporarily in the Re-
publican Party who have adopted the long-range Democratic Party
principle of free trade.
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But I have great hopes, Colonel, that the people who believe in fair
and reasonable competitive trade between this Nation and other na,
tions will finally prevail and that an investor or potential investor
will again be assured of the principle laid down by Congress of equal
access to the American markets if he invests his money.

I have every confidence that we will finally prevail in that principle.
Mr. ROCKWELL. In the next exhibit No. 9, I point out that American

industry is helping to pay the subsidies to American farmers to raise
certain products, also paying when these products are sold abroad
at a loss and are paying the storage charges on $712 billion worth.

They say they want to get goodwill abroad.
All I can say is that we have more ill will abroad for shipping our

farm products under a subsidy than we will ever gain by lowering
tariffs on manufactured goods.

Here is a headline out of the Wall Street Journal, "United States
Farm Props Anger Allied Nations and Impede United States Plans
for Freer Trade." I haven't heard anything said around here about
that.

Senator MALONE. I noticed it, and I think they have a kick com-
ing, because we are doing the very thing that we object to their doing
and of course all of us who have thought about it since the beginning,
thought it was a natural outcome. It could not succeed.

Mr. ROCKWELL. I have no quarrel with the farmers. I would not
want to be a farmer. I work hard enough as it is, about 80 hours a
week. I know I would have to work harder than that as a farmer.
Mr. Randall says the only way we can make friends and help ourselves
here is to buy wherever is cheapest.

We can buy Canadian wheat cheaper than we can buy it in this
country but we have a complete barrier against Canadian wheat.

We won't buy their wheat that is fit for human consumption but
we ship our wheat out and subsidize it; we hurt the Canadian market.

Senator MALONE. That was the allegation that was made in the
Wall Street Journal dispatch and I believe they are right.

Mr. ROCKWELL. The day before yesterday I was serving as Chair-
man of the World Trade Conference in Pittsburgh and the Ambassador
from Peru, Mr. Berckemeyer made a long talk to us on what we could
do to help Peru.

He said that Peru is now allowed to send us a small fraction of 1
percent of the total requirements of sugar which we import, but that
if we imported 11/2 percent of our requirements from Peru it would
make them very well off.

If we are looking for friends there is a way to do it. Of course,
I know there are a few people in Congress that come from the beet-
sugar country. It would seem to me to be easier to raise something
besides beet sugar than it would be to change a factory over that is
making taxi meters to make something else.

Senator MALONE. The Philippines and Hawaii are in on the deal
with Cuba, there might be some trickling down.

With Cuba right at our door I don't see wby we should raise sugar.
I think we can get it in from Cuba any time we have to.

Senator MALONE. I am interested in your exhibit 7, "OCI Electrical
Leaders Plead for War Production Orders," they go to capital seeking
contracts for their district plants.
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Why is it that none of those CIO employees ever come here and
testify for the protection of their jobs through the flexible duty mak-
in up the difference in the effective wages here and abroad.

Mr. ROCKWELL. They came down here as these 3 dispatches show
pleading with their Congressmen and 1 of their Congressmen wrote
me how he voted 3 times against the extension of H. R. 1 but the final
2 votes he voted in favor of it.

Senator MALONE. The CIO leaders are for the extension of the 1934
Trade Agreement Act.

Mr. ROCKWELL. That is correct. I think one of the things in the
CIO is they do believe we are going to send an enormous number of
automobiles abroad and of course we would like to see that.

On the other hand, if you just look at the figures, there is a limited
number of people in Europe who can buy a high-priced American car
on which there is a very high tax. The Mercury, for example, which
sells at $3,200 here sells for $7,500 in England.

Senator MALONE. The import tax just about doubles it.
Mr. ROCKWELL. That is the luxury tax when it. comes in. On top

of that there is a terrific tax based on the bore of the cylinders so only
the wealthiest can buy them. As a matter of fact in Enoland there
will only be 650 American automobiles admitted this year and they
will be bought mostly by corporations because that is the way they
take care of their executives and save taxes.

The executive employee can't get enough salary after taxes to
afford one, so the company buys it for him. It is a very good trick
to escape the extreme penalty of taxes and undoubtedly will he tr ed
out in this country before very long.

Senator MALONE. The British in the humble opinion of the Senator
from Nevada have brains. They do not allow foreigners to coIipete
with their products. They manufacture automobiles do they not?

Mr. ROCKWELL. Quite a number of them. They are losing out to
Germany now. The Volksvagon has taken first place in Switzer-
land, where a year or two ago Austin and Chevrolet were near a close
tie for first place.

Senator MALONE. Do they sell any of those Vauxhalls in England
and in the Commonwealth?

Mr. ROCKWELL. Yes, they are able also to sell in Australia.
Senator MALONE. I will venture to say that will be stopped before

long. It is the only case I have ever heard where they are letting
anything be shipped in to their area to compete with their products.

Mr. ROCKWELL. They are being shipped from their British plants.
Senator MALONE. It is the first time I have heard that England

allows anything from any country to be imported in competition with
their own products.

Mr. ROCKWELL. That is right; 650 requires 50 minutes' output of
the entire annual production of American automobile industry. There
are far many more English cars being shipped in here than that.

Senator MALONE (presiding). I notice this CIO dispatch and it
worries me greatly that the workingmen of this Nation do not know
what is happening to them. One of the leaders explained that in a
group he represents there are now 2,000 workers unemployed out of
a membership of 10,000.

Men with 13 years' service are being laid off for lack of orders, yet
his whole organization is for free trade and for bringing in from a
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cheaper labor country the things they might be manufacturing at
home.

Mr. ROCKWELL. Unions are in that position. Yesterday a witness
here told you lie belonged to the union and found out half the mem-
bers were for low tariffs and half against them, so he walked out.

I don't know what else he could do.
Senator MALONE. Go ahead. Your testimony is very interesting

to me.
Mr. ROCKWELL. I have exhibit No. 11, telling you of the water

meter manufacturers' situation in this country and the bids which were
just asked for in Montevideo, Uruguay. I give you a list of the low
bids. Japan starts with $6.80, Holland $10.43, and United States of
America $17.10.

We have built up a large export business for American water meter
manufacturers since the war. They were not allowed to build many
during the war. It was considered nonessential. Some of our friends
here who are only interested in defense should be given the facts that
the water meter industry produces an article made of brass or bronze
and that when the war comes on, they are shut down 80 or 90 per-
cent and then they become one of the principal sources for fuses for
the American munitions production.

Senator MALONE. You heard a witness say a while ago that the
products of his company were in the top 10 when it came to being pro-
tected for national defense-then explained that he was for a lower
tariff for everybody else.

Mr. ROCKWELL. That just shows you the complexity of the problem.
If I knew nothing about the watermeter business and somebody said
why do you need to protect the watermeter business, I would probably
say I don't know why you should protect them.

If we can buy them abroad cheaper, why shouldn't we?
With any humanitarian instinct you would say we ought to give

them a chance to change over to some other product first, and not let
meters come in immediately at $6.80 from Japan.

But that I would ignore the fact that this watermeter manufactur-
ing industry is a great American asset in wartime. These watermeter
plants practically all changed over and made fuses. If they had not
made them, who would have?

If they didn't have the machinery for working in brass, the high
speed machines we use in brass, where would they have gotten them?

We are one of the largest manufacturers, I think unquestionably,
the largest manufacturer of power tools in the world.

Senator MALONE. What do they pay per hour in Japan?
Mr. RCCKWELL. Women as low as 10 cents an hour. The average

wage for industrial workers is 19 cents an hour.
Senator MALONE. Is that a skilled worker?
Mr. ROCKWELL. That is what we would call a semiskilled worker.
Senator MALONE. Where would the skilled worker be in wages?
M ". ROCKWELL. It would probably be 50 percent higher.
In this country, no American manufacturer is subsidized by this

Government. As a matter of fact he pays extra taxes to pay for the
gifts made all over the world, while our competitors abroad get a sub-
sidy from their own government, and of course we subsidize them by
giving money and loaning money to their governments.

1196
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Senator MALONE. One thing I was struck by in South America when
I visited practically all of those nations late last year and early this
year: They would say why don't you give us the credit that the
Germans, the French, the Italians and the English offer us.

They offer us 4 to 6 years credit while your people insist on only
1 to 2 years.

I had an answer for that one. In Senate debate I said that we fur-
rish the foreign nations money to outtrade us in South America and
that they are giving credit on our money. I fought hard against -'iv-
ing these European nations the money, maintaining at the time Nat
all we were doing was financing our competition.

You are familiar with the offers of credit they are making.
Mr. ROCKWELL. Yes, sir. With the same Pittsburgh group that

went to Europe last fall we met with a great many C. C. people and
our own Ambassadors. While we were in Germany one of the C. C.
groups met with us and told us a heartrending tale of how they needed
more capital and what they would do to get more American capital
in there.

It made a great impression on some of our people, until one Ameri-
can said to them, "If you are so short of capital how is it you can sell
in competition with us in South America and give 5-year terms ?"

So if you know anybody who has the answer to that question, Sen-
ator, I would like to hear it.

They must have some means. They can go to the Export-Import
Bank and a few other places.

Senator MALONE. We loaned them money to make up any deficit
they may have and have been doing it regularly. In addition to that
we give them the money to finance their governments in Europe and
do just what they are doing. I know of no Government assistance to
any of our own producers to enable them to offer any longer credit
to foreign countries than they can stand at their local banks.

Mr. ROCKWELL. They have many advantages over uis. Whei the
send their products to South America they can get govelmnnemt'r((Iit
insurance on the payment. Their government collects Ilo, n),m\t for
them. If we ship our products on credit, they find 40 dilfe,'mt re.mons
why they will not accept it unless we make certain contribution." to
them before it is accepted.

When the check is paid, somebody has to be paid to ,v the check.
We went through that some years ago and now we do not ship a
thing to South America unless we get the money in New Yoik.

Our Government won't back us at all. They tell us "You are silly
to send your products down there and not get paid for it."

I am sorry I used the word "silly."
Senator MALONE. If there is a better word, I have not thought of

it. It is very expressive.
Mr. ROCKWELL. The Government uses it on us.
Senator MALONE. I have long advocated that we return to the Con-

Atitution of the United States, and let the State I)epartment handle
their foreign relations as the Constitution directs.

If you are trading with South America, and it becomes a question
of collecting your money, there is something that could be done about
that in our foreign relations with that country through the State
Department.

59884-55-pt. 2--27
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Mr. ROCKWELL. I consider that something very desirable but there
is something closer to my heart than that.

My oldest grandson left yesterday for 3 years in the Navy as an
aviator.

He just graduated from Cornell. We don't even get our fliers back
that the Chinese have been holding for a number of years. I am really
wore interested in getting these boys back from China than our money
from South America. It we don't get our fighting men back how can
we get our money back?

Senator MALONE. We have lost our political guts, including our in.
tegrity, with other nations and they have lost their fear of us in any
manner whatsoever.

They know we are not going to insist on integrity and honesty in
anything and I fully agree with you that is going to be the first con-
sideration.

For the last 20 years we have become the joke of the world as far as
any equal treatment or quid pro quo we may demand.

Mr. ROCKWELL. One of \the earlier administrations used to talk
about fear. I know a number of American manufacturers who have
been talking about the tariff act and said they were afraid to come
here and testify for fear they might lose Government orders.

Senator MALONF.. The industrialists of America are getting about
what they deserve because they have lost their political guts.

Mr. ROCKWELL. Senator, they are supposed to elect some people
down here in Washington who have Rome guts and I would say some
of them have a lot of guts to run for office.

Senator MALONE. Some of them live in Washington long enough so
that they think what they hear here is public opinion.

Mr. RocijwmwL. Here is exhibit No. 12.
Mr. Clarance Randall made a speech down in Mobile, Ala., includ-

ing this strange statement: "We cannot help someone without hurting
somebody." Isn't that a wonderful sentiment?

Senator MNALONE. That seems to be a discovery they made about the
time that they repealed the law of supply and demand.

Mr. RocizEri,L. He happened to have a southern textile worker
there who I know wrote Senator George and put that in his statement
and who told him that he thought that was a strange new policy.

You have asked who is settling these little matters of tariffs and
here is a release available to you from the State Department so I
won't argue with you whether' it is the President's or the State De-
partmuent's.

The State Department issues a little publicity in which they claim
they are handling a wonderful idea. I think it is a fraud to call this
a reciprocal trade bill because there is no reciprocity for American
manufacturers.

Senator MA LO-E. Did you ever find anything resembling the phrase
"reciprocal trnde" in the law or in this bill?

Mr. ROCKWEiL. No. I was present 2 weeks ago when Dr. Hauge,
one of the President's economic advisers-

Senator MALON. ie is probably one of the professors who learn
about the economy of this country by reading the books he writes.

Mr. ROCKWELL.l He was asked -if le knew of any concession that the
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United States ever received in exchange for lowering tariffs. He said

he knew of none-he doesn't know if there has been any.
Senator MALONE. I have asked that question several times. The

foreign countries always have a method of protecting their own

through money values, manipulation of exchange or import permits.
Mr. ROCKWELL. Let me tell you who is going to get reciprocity.

This little article f rom the State Department announces a plan for
tariff reduction on some imports from Switzerland to make up to the
Swiss for our having increased United States tariffs on jeweled watch
movements last year. We raised the tariffs so we have to give them
something.

But then it goes on and you will find a statement in which our State
Department say that they want to make concessions to other western
European governments-they want to give other tariff reductions to
them, in return for which the western European governments will
give reciprocity to Japan and take the products to Japan.

We are to make more concessions to the European nations in return
for which they will give reciprocity to Japan.

If that is not fraud in the name of that bill
Senator MALONE. I am not so sure it is because of those factors

settling political disputes. It might come under the head of wetting
(town our own people for a little while longer while we go through
the motions.

It says so. Why do you say it is a fraud? It is a fraud on the face
of it.

Mr. RO('KWELL. Because the American public thinks it means recip-
rocity to us for extending reciprocity to them. Reciprocity is a two-
way street.

Senator MALONE. Who do you think invented that phrase "recipro-
cal trade"?

Mr. ROCKWELL. I an sure the Chancellor of the Exchequer of Brit-
ain invented that one.

Senator MALONE. The London bankers invented that phrase in the
early thirties to sell free trade to the American people and our officials
have been mouthing that phrase ever since just like they mouth
"Trade, Not Aid," and "dollar shortage." We have been living on

high-sounding phrases invented by the countries of Europe for 22
years while they are benefiting from our cash handouts and the divi-
sions of our markets.

Colonel, would you like to include your statement, that part you did
not read, in the record?

Mr. ROCKWELL. Yes, sir; I would like to see it in.
Senator MALONE. Then it will be included exactly as it is put to-

gether at this point in the record as a part of the colonel's statement
and that includes the exhibits.

Mr. ROCKWELL. Yes, sir.
(The document referred to is as follows:)

STATEMENT OF WILLARD F. ROCKWELL, CHAIRMAN, ROCKWELL MANUFACTURING
Co., PITTSBURGH, PA., AND ROCKWELL SPRING & AxLE Co., COBAOPOLIS, PA.

My name is Willard F. Rockwell, and I am chairman of the board of Rockwell
Manufacturing Co. and the Rockwell Spring & Axle Co., which employ over
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20,000 people, and whose shares are held by more than 35,000 stockholders. Our
40 principal plants have been located in 16 States:

California Michigan Ohio
Georgia Mississippi Oklahoma
Illinois Missouri Texas
Indiana North Carolina Wisconsin
Kansas New Jersey
Kentucky New York

Although our factories in peacetime produce articles strictly for civilian use,
when our country is engaged in preparations for defense in war, our Govern-
ment requires us to convert many of our facilities to produce munitions or
implements of war, and Government restrictions on use of strategic materials
and manpower compel us to abandon most of our peacetime production; this
condition has prevailed for a considerable part of the past 17 years.

Since 1939, we have manufactured, machined, and fabricated over $1 billion
worth of such military items as airplane instruments and parts, armor
plate, fuses, shot ranging from 20 millimeter to armor-piercing, the greater part
of all the axles and transmissions in specially designed trucks such as the 2%-
ton general purpose truck (which was described by the Chief SOS as one of
the six secret weapons that won the war), transmissions for tanks, valves for
chemical warfare, synthetic rubber, and atomic-bomb plants, fuel meters for all
the armed services, etc.

Tariff reductions in the past 20 years have had their effect in reducing our
employment, with no corresponding benefit to our workers. Passage of H. R. 1
in its present form will damage the interests of more than 5,000 workers and
investors in our enterprises, reduce our peacetime employment and income, and
lower our demonstrated capacity for defense production, when needed.

We ask due consideration of the following estimates, facts, and figures:
1. A survey of advertising in the New York Sunday papers will show that

hundreds of foreign items are offered currently at prices which cannot be met by
American producers because of high labor costs, combined with high Federal
and local taxes. Since 1930, American tariffs have been reduced by an average
of 75 percent on more than 75 percent of the items on the 1930 tariff schedule.
More than half of our country's imports come in free of duty, and the average
duty on the remainder is less than 13 percent. (See exhibit No. 2.)

2. Not a single American tariff reduction made since 1930 has resulted in an
important trade concession to United States' exporters. On the other hand,
many of od% established prewar foreign markets have been completely wiped
out by foreign nations which, in the postwar period, have imposed quota systems,
embargoes, import licenses, and currency restrictions. (See exhibit No. 5.)

3. American workers must not only compete now with low-wage workers of
other countries, but will soon face even keener competition from efficient foreign
plants built with gifts of American money extracted by taxes on American
workers and thrifty investors. There are over 200,000,000 people in Western
Europe and the United Kingdom who could form a United States of Europe,
abandon their own economic isolationism, practice free trade among themselves,
and copy the free competitive enterprise system which accounted for our country's
success in attaining world leadership. They refused to recognize the cause of
our industrial success.

4 Just as son as foreign producers fill the vacuum in their home countries
created by their war losses, and supply the nearest neighboring countries, they
proceed to take over American export trade in other parts of the world which
they were forced to abandon after the outbreak of war in 1929. Furthermore,
American petroleum producers operating and selling in foreign lands are forced
to accept payments in foreign inconvertible currencies, and, consequently, are
forced to switch their purchases from preferred American manufactured goods,
regardless of price, to the goods produced in foreign countries whose inconvertible
currencies they hold. (See exhibit No. 5.)

5. The United States, through its free competitive enterprise system and the
resultant high wages to workers, has built up an American mass-buying market
which has permitted the introduction of low-cost, mass-production methods.
O(re system (aan be copied easily; it can also be destroyed by the bureaucratic
domination which has gradually grown like a cancer on our economic system.

6. Further reduction of our tariff walls will give access to foreign producers
production facilities, which, combined with their low wages, inevitably will
to our mass-buying market and enable them to buy or copy our type of mass-
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close many more American factories and reduce our standard of living. Fur-
thermore, after our manufacturers are put out of business, foreign producers
will use the cartel systems which are legal in their countries, gradually raising
their price and profits, but not high enough to enable American mass producers
to rehabilitate American plants, which become obsolete through the threatened
period of stagnation, before we recognize our mistakes. (See exhibit No. 6.)

7. Washington and Jefferson admonished Americans to use the protective
tariff to encourage production of all material and goods required for national
defense. As an important producer of machine tools, our company has affiliated
plants in England, Germany, France, and Italy, and so we are able to compare
actual costs. Because many types of heavy machine tools essential to national
defense have never been produced in quantities which permit profitable use of
cost-reducing mass-production methods, essential machine tools can be built in
England at a cost at least 35 percent lower than in the United States. English
machinists, tool and die makers, and machine operators can produce as much
in their 44-hour week as any American workers in the same classification who
work only 40 hours a week, but who are paid approximately four times as much
in weekly wages. Allied victory in World Wars I and II depended on American
made machine tools. (See exhibit No. 3.)

8. We know that, since the war, many workers in our own plants have lost
employment because of the lowered tariffs on American imports of low-wage
competitive foreign products, and many more American workers in plants which
supply our plants are now unemployed because some of our prewar exports have
been cut off entirely by refusal of the British (,overnment to give our former
British customers the dollars they must have to buy our goods, and by the
refusal of the British Board of Trade to give import licenses if a similar machine
is made in Britain, regardless of the higher cost or lower efficiency of British
competitive product. EVen the dollars freely given by our Government to the
British Government cannot be spent on our products, in which costs are increased
by the taxes extracted to supply the dollar gifts. Our Government bureaucrats
have advised foreign citizens and foreign governments not to spend our donations
in the United States. They have also gone so far as to forbid it.

!). The estimate of former workers in our plants now unemployed, because
of the actions described in the above paragraphs, warrants the conclusion that
at least G;00,000 of the several million now unemployed in the United States
lost their jobs for the same reasons. Whenever 600,000 American workers join
the ranks of the unemployed, the market for goods and services of at least
400,000 additional American workers disappears; and so the number of unem-
ployed continues to snowball. Unemployment compensation funds for these un-
fortunate victims of the present foreign invasion must be obtained by imposing
higher taxes on the declining number of other American employers and workmen.
This increases survivors' costs of production and makes their manufactured
products more vulnerable to low-wage imports.

10. The proposal to subsidize American industries and workers who suffer
as a result of the low-wage foreign goods invasion of our home market only
means higher taxes, and, therefore, higher costs, on employers and workers now
able to compete. This will gradually, but inevitably, again reduce the number
i f American manufacturers able to meet fo eign low-wage competition. (See
exhibit No. 7.)

11. The claim that the United States will benefit in worldwide trade as a result
of the goodwill engendered by opening our domestic markets to, a heavier foreign
invasion cannot offset the counterclaim that our Government's policy of dumping
American farm products on the world markets and restricting foreign farm
product imports has antagonized all foreign countries whose world export market
prices of farm products are hurt by this unfair competition. (See exhibits Nos. 9
and 10.) The subsidies paid American farmers for raising and storing surplus
crops, and the taxes to cover the usual additional losses when these products
are dumped abroad, increase the tax load again and again on all tax-burdened
American industrial employers and workers. The promises of a lower cost of
living to American consumers through the lowering of import tariffs on manu-
factured goods are ridiculous because of the certainty that the cost of domestic
food for American consumers has been raised by Government policy of high farm
price supports, which require more taxes to pay storage, handling, and interest
costs on $7 billion worth of perishable crops now withheld from American
consumers by our own Government.

12. The impossibility of any country competing with another country where
transportation charges are insufficient to offset marked wage differences was
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demonstrated in Europe in 1953. Belgium removed its tariffs on imports from
Holland, where both wages and the cost of living are 25 percent lower. Just 6
months later, Belgian workers' and employers' protests against the ensuing
unemployment brought about by the Dutch imports forced the Belgian Govern.
ment to pass laws which prohibited any imports from Holland that reduced
employment of Belgian workers. The cartels, which are legal in both Belgium
and Holland, also took prompt action.

13. To recall the demonstrated benefits of American protective tariffs, Amer.
leans should be reminded that English and Welsh producers of tinplate had a
monopoly on tinplate sales in the United States up to 1892. About that time,
a protective tariff bill was passed, which enabled American steel companies to
produce and sell tinplate at a profit.

In 1946, our plant, which requires tinplate for the manuafcture of domestic
or residential gas meters, was notified by Government authorities that we could
not buy American tinplate because our Government bureaucrats had allocated
American tinplate production to foreign countries, chiefly in the United Kingdom
and British colonies, so they could conserve and preserve their domestic food
production. American manufacturers were told they could buy tinplate if they
could find any outside of the United States. We then purchased tin plate from
the United Kingdom at the exorbitant cost of $.17 per pound. In 1946, the United
States Government was taxing our workers to raise funds so American products
could be given away to foreign countries, and, at the same time, we had to buy
the same type of product at exorbitant prices from a foreign beneficiary.

It is a logical conclusion that if the 19th century protective tariff had not
encouraged the establishment of our American tinplate industry, American
manufacturers and consumers of the 20th century would be buying imported
tinplate and paying at least twice the $0.07 per pounds paid to domestic pro-
ducers. Tin cans are indispensable to provide food for the armed services, fight-
ing thousands of miles from the United States and our foreign critics sarcas-
tically say that half our population "lives out of tin cans."

In recent years, American workers were taxed to provide the money to build
the finest, most modern and most efficient tinplate plant in the world in Britain
and, if tariffs are lowered, that plant will find a market in the United States
at prices, which cannot be met by American producers.

14. The Rockwell Manufacturing Co, because it includes several scattered
small specialized product plants, has been described by financial writers and
analysts af "the biggest small business in the world," so we are qualified to
speak for snall business emoplovers and workers.

rhe methods by which automation can reduce labor costs have been fully
described by previous witnesses, but particular emphasis should be placed on
the fact that automation is not available to small manufacturers because of the
tremendous capital investment required, and it cannot possibly prove economical,
unless the cost cutting results permit prices which either create or induce mass-
buying sales volume. (See exhibit No. 6.)

One of our plants produced an item 20 years ago in which the direct labor
cost was 20 percent, but by progressively applying mass production methods,
direct labor costs are now below 3 percent. If, through some miracle of automa-
tion, all direct labor could be eliminated, the price to consumers could only
be reduced 3 percent. The present total direct labor cost is far lower than the
direct labor cost of our foreign competitors in Western Europe and the United
Kingdom. But, material costs for purchased forgings, iron and steel and non-
ferrous c:stings comprise the largest cost iteni, and the lowest cost American
sources of supply for these material requirements quote prices over 50 percent
higher than paid l)y our affiliated company in England. For example, iron cast-
ings, which meet our minimum specifications, sold to us by the most efficient
foundries in the United States at $0.12 per pound are purchased form English
foundries at $0.06 per pound. American steel foundries charge a minimum
price of $0.21 per pound for our required specifications, which is 50 percent
higher than prices quoted by English steel foundries for small quantities. Small
American jobbing foundries cannot compete with gigantic American captive
foundries, so small business is doubly handicapped. These examples should con-
vince anyone that Europe's low wage scales eventually will kill off small manu-
facturers in this country, if import tariffs are not raised.

To illustrate the higher cost to American manufacturers of many absolutely
essential services which niust be paid Iby American manufacturers, we call atten-
tion to the fact that some English railway union groups are currently fighting
for a minimum wage of $18 a week, while an American union railway group is
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fighting for a minimum wage of $8 a day. That means the American worker
receives 400 percent higher wages than the corresponding English worker.

15. Today, when several million American workers and war veterans can find
no jobs, Britain brags there are more job openings than job seekers-Britain
boasts of a balanced budget, and a business boom. The United States Govern-
ment claims it cannot balance the Federal budget, though predicting the second
best production year in our history. If Britain's current success is based on
protective tariffs twice as high as ours, plus the two insurmountable barriers to
our American exports, of currency controls and import licenses, who can justify
lowering of our tariff barriers? The British Chancellor's contempt for our
Government's intelligence is exposed in exhibit No. 5.

16. One hundred dollars paid by any American citizen in our Atlantic coast
cities for a manufactured product imported from the United Kingdom or Western
Europe and admitted duty free to our market does not return $1 to our Federal
Government, or to any investor in American agriculture, commerce or industry-
it does not provide even one day's employment for an American worker. On the
other hand, $100 paid for goods produced entirely in the United States filters
back to many American workers and investors, after at least $26) is turned over
by employer and employees to pay the taxes deducted from wages and profits
of every American who furnishes a service, a particle of ore, a farm product,
or any one of the thousands of ingredients purchased by the assembler and
manufacturer as an essential part of the finished product for which the customer
pays $100. The percentage distribution of all purchase payments remains
approximately the same whether an American citizen or the United States
Government itself spends $1 or $100 million for manufactured goods.

17. In view of the failure of our Government's foreign representatives to obtain
any important concessions in return for our lowering of tariffs and removal of
other barriers to the foreign invasion of low-wage goods, the use of the word
"reciprocal" in the description of the proposed law appears to be deceptive, if
not fraudulent, especially as the unwary will assume that United States producers
are to receive reciprocity from the favored nations. Actually it is proposed to
offer Europeans tariff reductions if they extend reciprocity to Japan-not to
our producers.

The Wall Street Journal of February 23, 1955, states that our Government
"is getting ready to discuss cutting tariffs," so that a number of nations may
increase their exports to the ITnited States, and in return, they will, "help Japan
sell her goods around the world. This would be in addition to the long list of
goods on which the United States began discussing tariff (uts with Japan in
Geneva on Monday. Under the plan worked out by the State I)epartment, the
United States would cut tariffs on part or all of these additional goods bought
from countries like Britain, France, Italy, and other lands, if these countries
in return would cut tariffs on their imports from Japan." This is reciprocity
with a vengeance.

18. To avoid a charge (of prejudice, the attached exhibits include comments
on tariffs, photostatic copies of European and British Government statistics on
wages, etc., clipped from European papers. Although many facts were sub-
mitted to the House Ways and Means Committee. it was anticipated correctly
that testimony unfavorable to H. R. 1 would receive scant attention; while the
spotlight would be played on the theorists who hold the pious hope or quaint
belief that world peace can be attained through universal free trade; though
they can name no industrialized country in the world which has ever tried to
practice it.

The New York Times has been an ardent and vociferous advocate of H. R. 1,
and, therefore, there is no grounds for any complaint that it has printed a press
report prejudicial to the House action on H. R. 1. The proceedings before the
House were reported in an article by Mr. Allen Drury in the Sunday, February
13, 1955, issue of the New York Thues, under the headline, "Low-tariff advocates
win opening skirmish." Quotations from that article admit that the proponents
of the bill discussed theories because they had no facts to back their theories:
while the opponents made accurate statements of losses to American workers,
American management, and American investors. We are told that the facts
were discarded because of a general "hunch" :-which suggests that H. R. 1,
mislabeled the "Reciprocal tariff bill," would be more properly labeled if it were
called "The hunch-backed tariff bill." Here are the pertinent quotations from
Mr. Drury's article:

"It is evidently impossible-for no favoring witness before the House com-
mittee has done it-to say exactly what percentage of this country's postwar



1204 TRADE AGREEMENTS EXTENSION

prosperity is traceable to lowered tariffs. Opponents have often been able to say
exactly what percentage of their losses has been due to foreign competition
aided by low tariffs.

"Yet the administration and a majority of both Houses of Congress are acting
on a general hunch that the overall public good has been best served and will
continue to be so served by a policy of lowered tariffs. Since this hunch is held
by more people than the contrary hunch, the program is expected to be continued."

And so, the free-trade advocates admit that they are working on a hunch in
promoting a measure which may lead to the loss of jobs for millions of American
workers. And we thought hunches were used by gamblers, not legislators,
Quoting auain:

.The House Ways and Means Committee heard 67 witnesses, including 7
Cabinet members, call the bill to extend the Reciprocal Trade Agreement Act a
fine thing that would help this country's overseas trade and strengthen the free
world's economy.
"The committee also heard 155 witnesses, including spokesmen for a broad

cross-section of smaller industries, assert that the bill would 'bring financial
disaster to inany domestic concerns and throw thousands of American wage-
earners out of work.'

On Thursday the committee endorsed the opinions of the 77 1 and rejected the
advice of the 155 by approving the bill, 20 to 5. It thus moved to extend for 3
years the reciprocal-trade program, which started life in 1934 as the natural-
born child of a Democratic administration and is about to turn 21 as the adopted
child of a Republican administration." 2

"While opponents' arguments were not strong enough to defeat the bill in com-
mittee, their objections carried enough weight to indicate that some modifying
amendments may be written into the measure on the floor.

"This has been due to a condition more characteristic of this particular issue
than of most on Capitol Hill. Most proponents of the bill have based their case
on generalities embodying faith, hope and charity. Opponents in most cases
have been specific citing the number of plants shut down and workers unem-
ployed as well as the decline in profits."

Here we have the plain admission that theorists have won, in spite of actual
figures and facts which refute the theories. The House passed a gag rule to
prevent any amendments. Could it be that the proponents fear free speech would
prevent free trade? They cheerfully base their case on faith, hope, and charity
for foreigners, while the practical opponents are specific in citing cases of Ameri-
can plants permanently closed, and others forced to reduce their employment
Does charity begin at home? Quoting again:

"One of the major reasons-perhaps the major reason-was expressed suc-
cinctly by Charles P. Taft, brother of the late Senator Robert A. Taft, in testi-
mony on the last day of the committee's hearings.

"Mr. Taft. president of the Committee for a National Trade Policy, warned the
committee that unless Japan were permitted to find a market in the United States,
she would inevitably turn to the Communist states for an outlet."

As a result of Red Russia's suppression of the truth in 1944-that the Japanese
had approached them to arrange a peace with the Allies-United States repre-
sentatives at Yalta, in 1945, obtained a promise from Red Russia's rulers to
enter the war against Japan. after our leaders agreed to give Red Russia domina-
tion and control over many free lands and free peoples, some of whom had fought
on our side and had every right to expect justice from us. We committed the
awful blunder of giving away what was not ours to give, and placing free men
under the heel of the most dastardly dictatorship on earth. Does anyone believe
that we should pay for past mistakes of our misguided leaders by punishing
American workers, investors, and producers now, to compensate the Japanese?

Washington warned us against entangling alliances, and Jefferson warned US
repeatedly against what he described as the "brigand nations of Europe." But
Charles Taft warns us that the Japan that stabbed us in the back at Pearl
Harbor must be supported by us in the future or Japan will join our enemy, Red
Russia. Quoting again:

"Continuation of the program in substantially the form desired by the admin-
istration is likely, but protectionist sentiment seems to be finding an increasing

The 67 witnesses mentioned in a previous paragraph have increased to 77.
2 In seeking election In 1952, the Republican promised to protect American workell.

This "natural-born" "adopted child" will surprise voters who believe political promise
are made in good faith.
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broad geographic base on Capitol Hill. Congressmen from New England are
finding allies in the South and spokesmen for western agricultural and fishing

areas are also making common cause with them. They may not yet be able to
force major changes in the law, but their numbers are growing."

Let us hope that this prophecy comes true, and that the Senate recognizes the
disastrous trend before it is too late to prevent irreparable damage.

In the Januaryy :11 issue of Time, on page 76. this bald, bold statement is
quoted and attributed to Charles H. Percy, of Bell & Howell Co., appearing
before the House Ways and Means Committee:

"Time highly paid American worker has become the most efficient in the world,
2 to 10 times as productive as his European counterpart."

It is no wonder that the American people and their ('ongressmen are so badly
confused on the tariff question. It is no wonder that Europeansl consider us to
be a nation of braggarts. Surely no intelligent American would claim that he,
or any other American, has either 2 or 10 times as much productive mental
(r physical power as his European counterpart. Of course, the American worker
who is supplied by management with facilities costing from $20,000( to $100,000
of stockholders' money supplied by America's thrifty investors, can turn out 2
to 10 times as nuch as his European counterpart who Works with bare hands
or obsolete tools under primitive conditions. But who would be so asinine as
to assert that our European counterpart cannot produce the same amount of
work if he is given the same training and facilities? And who believes he will
not get the same facilities if, under the international socialism which is pro-
posed, his masters are given free-trade access to the American mass-buying
markets which support the profitable use of our American mass-produ(.tion
methods?

The British protest they cannot meet the competition of the Germans because
German wages are 25 percent lower than British wages; they add that Japanese
wages are 50 percent lower than Gerian wages. Does Britain advocate free
trade? Not after seeing many Belgian plant.s shut down some months ago when
free trade was tried with IIdland, where both Nvages and cost of living are 25
percent lower. Six nomnths of that flood, and Belgium closed its borders to any
I Dutch import that caused unemployment in Belgium.

Our increasing shortage of strategic raw materials not obtainable in this
country guarantees an expansion of imports, but the hunch boys won't wait
for that sad, but certain, eventuality. Or, perhaps, they hope to have us im-
port everything so we can con.erve our labor and natural resources for silme
unseen emergency. Gen. Jacob Coxey, who claimed that poverty could be elinmi-
nated if our Government would print paper money and give it to all who are
short of dollars, never guessed that his inflationary plan would eventually be
proposed as a solution to world-peace problems.

In the last () years, just the threat of free trade has brought on panics and
depressions in these so-called United States. In 1913, as a result of threatened
tariff reductions, the citizens of this country saw the first soup lines in our his-
tory, an(d it was only the cutting off of European imports by the outbreak of
World War I and receipt of large w ar orders from Europeans which ended a
serious depression.

If the so-called Reciprocal Trade Agreement Act is passed, it will not take
more than a year to throw more millions of American workers out of their pres-
ent jobs. The only consolation to American management, investors, and wcrk-
men is the hope that recognition of the facts will soon teach us not to rely (in
hunches, and will force Congress to restore protective tariff walls before irrel)-
arable damage is done by the threatened flood of low-wage imported goods.

Even now, our companies are forced by competition to buy compoment ma-
terials and parts from low-wage foreign countries, which, prior to 1950, we pur-
chased from small American producers.

19. Since we have learned that this administration has been planning to reduce
protective tariffs, the Rockwell Manufacturing Co. has made contracts in Britain
and Western Europe which will assure Rockwell stockholders of income through
fi'reign use of our patents and know-how in the manufacture of our Products
where we are unable to sell our products because of currency or other trade
restrictions. We have also made arrangements under which, if, and when, it
becomes impossible to manufacture our products at a profit in the United States,
our company will act as a sales agent in the United States for these foreign pro-
ducers. We believe that we can provide partial protection to the Americans
whose investments and professional talents have enabled us to produce and sell
superior products, but only the Congress of the United States can protect the jobs
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of our workers or restore jobs to those now unemployed, by refusing to pas
H. R. 1, or by amending the bill so that true reciprocity will be obtained for the
benefit of all Americans. During the debate in the House, it was pointed out
by Democratic Congressman King of California that the issue was not so much
the extension of the Trade Agreements Act, as the lack of proper administra.
tion of the act and the threat imposed against various established business (see
exhibit No. 8).

20. We do not advocate protective tariffs to protect inefficient American indus-
tries and thereby raise the cost of living. We advocate a protective tariff to pro-
tect all manufacturing industries essential to national defense, and such other
protective tariffs as may be needed to prevent -small business (always our best
source of new ideas) from being wiped out by low-wage foreign competitors,
whose invasion of our markets can only result in a lower American standard
of living and the promotion of international socialism.

The attached exhibits include photostated copies of clippings from British
and European newspapers, which will confirm various statements made in this
testimony.

ExHIBIT No. 1

[New York Times, January 23, 1955]

GERMAN WAGES STUDIED-AVERAGE IN FRANKFORT Is $22 FOR WEEK OF 50 HOURS

BONN, GERMANY, January 22.-Workers in the factories of Frankfort put in an
average of 50 hours a week for pay, including overtime, of $22, according to a
study just completed.

The study throws considerable light on Germany's strong competitive position
in the world markets. Wages were studied in the metal, chemical, shoe, clothing,
and construction industries.

The average workweek in the metal industries was found to be 51% hours.
The legal basic work week in Germany is 48 hours.

There is a marked difference between the wages paid men and women, the
report showed. Among the skilled workers in the chemical industry, which has
a high wage scale, men average 56 cents an hour and women 31. Women work-
ers in the clothing industry earn $11 for a 44-hour week and men $19.

[Approximately 200,000 German civilians in the Frankfurt-Bonn area were
employed by the American Government and Armed Forces agencies in 1953, so
the average wage of 44 cents, including overtime for a 50-hour week, is much
higher than prevailing wages in other West German areas.]

[Wall Street Journal, March 4, 1955],
Tariff increases as well as reductions will be proposed by the administration

if Congress extends the reciprocal trade program, Treasury -Secretary Humphrey
said. He testified before a Senate Finance Committee hearing on a bill to con-
tinue the program another 3 years and broaden the President's tariff-cutting pow-
ers. Action on tariffs will be based on a case-by-case study of individual indus-
tries, he pledged.

[Small American manufacturers who reported loss of trade since 1950 are still
waiting for tariff increases. Empty promises are no help to starving Industries
or their workers. H. R. 1 holds only the certainty of lower tariffs.]

ExHIBIT No. 2

[Pittsburgh Press, December 28, 1954]

IMPORTs-FOREIGN GOODS IN STORES

By John V. Love, Scripps-Howard Staff Writer

It may be only an impression, and figures would be hard to come by, but Christ-
mas merchandise in the stores this year seemed to include more imported goods
than the merchants have offered for a long time.

In a store in Dallas a few weeks ago practically everything that caught my eye
in gift sections was imported.

Many a well-remembered article from happier days now is back in the stores
in larger quantity than any time in 25 years, no less. The goods were coming in
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before the war, but in no such quantities during the long depression. To name
a few of my favorites: British chocolates and "biscuits," Danish cheese and
Dutch cookies.

The amount of foreign merchandise this season is evidence of recovery in a
number of the exporting countries of Europe.

TARIFF FIGHT

Not everybody in America is happy about these imports. It is not so much
the Christmas business, but imports in general that disturb a number of indus-
tries in this country. They are shaping up their presentations to the Tariff
Commission and Congress.

This is partly seasonal-the movement usually starts before the session of
Congress opens.

One of the stronger efforts is being made against goods from Japan, and one
of the toughest dilemmas is thereby shaping for the Congress and administration.
The Tariff Commission is being told that duties can't be lowered without injur-
ing this country's producers of glassware, photographic equipment, and lamp
bulbs, growing lines of Japanese exports.

The puzzle for the American Government is how to keep the Japanese, first,
from trading with China, and then from lining up in association with the
Chinese. The Japanese have restored their industries, their population is increas-
ing, but their trade is diminished with the East Indies. It threatens to slip into
depression.

COTTON POLICY

American cotton manufacturers are lining up against more tariff cuts on
their favorite goods, including notably the products of Japan. The United States
is Japan's second customer for cotton textiles.

The return of Democrats to majorities in the House and Senate improves the
chances of the Reciprocal Trade Agreements Act being extended again, this
time for :1 years. When the renewal came up last spring the Republicans held
its term down to 1 year.

The fight will be a close one, however, for in the cotton textile industry, the
interests of the South are now larger than those of the North.

The dilemma of policy toward Japan is only a part of the grander one. How
to keep other industrial countries on our side to keep down our outlays for
foreign assistance, and to keep our manufacturers happy at the same time.

[Few American citizens know that $9 billion of United States foreign aid
appropriations are available now to foreign competitors for future subsidies.]

ExHiBIT No. 3

[British Ministry of Labor Reports, 1954, Daily Express, September 30, 1954]

Mr Average is now earning £9 17s. a week-and with the news comes a shock-

TEEN-AGERS CORNER TIE PAY RISES

Teen-agers, it is revealed today, are getting a bigger share of pay rises than
their fathers and mothers.

Girls are taking home wages which are 3 1/ times greater than the amount their
mothers earned when they were spinsters.

Youths, too, are earning more than treble the prewar figure.
Figures issued today by the Ministry of Labor show that the undertwenties

outstrip fathers, whose pay has just about trebled since 1938.
A youth's average is now £4 2s. a week, taking overtime into account. Girls

are getting £3 5s. 10d. By the time they are 18 they are earning £5 5s.
The average figure used by the Ministry includes skilled and unskilled workers

For men the average is £9 17s. 8d.

YOUTH NEEDED

The scramble among booming industries for young agile hands is one of the
reasons why the teen-agers' wages graph has climbed at a steeper angle.

A Ministry spokesman said bigger pay packets had been achieved through the
development of training schemes.
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A breakdown of trades shows that the best paid workers are in metal and en-
gineering, chemicals and printing.

Workers whose wages are below the £9 10s. a week average are in textiles,
clothing, and food industries. The lowest at £7 its. 9d. are in national and local
government service.

[British Ministry of Labor reports average wage of skilled and unskilled work-
ers is less than $27.75 per week.

[Average pay of workers in largest United States steel mill machinery producer
and one of largest automotive parts makers exceeds $100 per week plus fringe
payments exceeding $10 per week.

[British workers receive 33 /1 percent overtime when they exceed 44 hours per
week. American workers receive a minimuln of 50 percent overtime when they
exceed 40 hours per week.

[Can American manufacturers pay 300 percent higher wages, and compete with
the British manufacturers who complain they cannot compete with German
manufacturers because the German manufacturers pays 30 percent less than his
British competitor ? I

ItxIIIIT No. 4

ENGLAND DEMANDS PROTECTIVE TARIFF AGAINST LoW-WAGE COUNTRIES

[Daily Telegraph and Morning Post, of London, England, September 30, 1954]

ENGINEERS' MOVE TO MEET GERMAN COMPETITION

Shareholders in engineering companies have recently had several reminders
from their chairmen of the need to keep a watchful eye on German competition.
A clear warning in the same sense now comes from Mr. Edward Barford, chair-
man of Aveling-Barford, Britain's leading makers of road rollers.

In announcing the acquisition of a controlling interest in Goodwin-Barsby &
Co., the Leicester manufacturers of asphalt, quarry, and gravel plant, Mr. Brad-
ford makes it lain that this is a move toward larger units to meet German com-
petition, which has become vastly intensified in recent months.

With the immense advantage of wage rates about 30 percent below those in
Britain, German road-roller manufacturers are seriously undercutting their
British competitors, and are getting about 75 percent of the European export
orders. Prices quoted by the German makers have latterly been on an average
about 17 percent below British.

During the past year American manufacturers of earth-moving equipment-
already much larger concerns than their British colmlpetitors-Ihave been regroup-
ing or have been absorbed by some of the largest companies in the United States.
Mr. Barford is clearly of the opinion that similar moves must be made in this
country to meet the German threat.

[Largest British manufacturer of road rollers states that German competitors
pay 30 percent lower wages, and after quoting 17 percent below British prices,
have taken over 75 percent of the European export orders.]

[London Daily Express, September 30, 1954]

A DANGER SPRFADS

A bombshell drops through the letterbox of a firm of British textile exporters-
in the forrm of a polite note from one of its Middle East customers.

Courteously the note points out that the customer has decided not to order
British worsted cloth. The reason, it explains, is that the Japanese are now
selling worsted cloth at a third under the British price. September 30, 1954.

Take note, Yorkshire. Now the wool industry is threatened by Japan just as
the cotton industry of Lancashire is imperiled.

And the danger will grow. It is sure to grow until the Government gains the
courage to claim tariff freedom. And with it the right to protect Britain's vital
industries through the extension of Imperial Preference.

[Britain demands protection for vital industries because competitors in low-
wage countries pay 30 to 50 percent less than British employers.

[Britain demands tariff reductions in the United States, although British em-
ployers pay as much as 50 to 75 percent lower wages than the competitive United
States employers.]
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EXHIBIT No. 5

[European edition, New York Herald Tribune, October 9, 1954],

AT TonY CONFERENCE-BUTLER CITES WARNING GIVEN UNITED STATES ON TRADE

[By Joseph Newman, from the Herald Tribune Bureau]

LONDON, October 8.-Chancellor of the Exchequer Richard A. Butler revealed
today that (luring his recent visit to Washington he told the American Govern-
ment in words of one syllable that the United States must improve its trade
practices before Britain will make another move in lifting restrictions.

Mr. Butler, holding the spotlight on the second day of tire Conservative Party's
annual conference in Blackpool, propounded in effect a doctrine of "we'll do
what you want, if you first do what we wantt"

The United States wants Britain to lower trade barriers and permit free
convertibility of sterling. Britain already has taken several tentative steps in
this direction, but Mr. Butler made it clear that before it takes another, it wants
the United States to lower its tariffs and ease controls so as to admit a greater
volume of British goods to the American market.

Mr. Butler had previously insisted on favorable American action as a pre-
condition for more liberal trade practices by Britain. But today he put his
point more sharply than before.

Discussing tie problem of lifting trade barriers, he told the conference: "We
shall not move until the conditions which I described in America are fulfilled-
naiiely, that other people dio something for us if they expect us to do something
for theili.

"'iat is what I explained in words of one syllable to the United States admin-
istration-that we expect soile imlruvement in their trade practices before there
is aiy question of our lowering our barriers any further or indulging in any
further nondliscriminnatiorn."

IHe, advised his :r die'n, "nt to rnderrate publi c statements or the good in-
tent iils ol ille President if the United Stai .s.

If tie opening day of the conference yesterday was Foreign Secretary Anthony
Eden's day, as was generally conceded, then today was certainly Mr. Butler's.
Reporters and politicians discerned ill their performances a note of competition
in laying to the gallery.
The gallery on this occasion was nmuch more tian the 4,10) delegates wro filled

the large Empress Ballroom of the Winter |Gardens-a mionunrent of Victoriar
bad taste, yet in keeping with tie architecture Iif the seaside promenade of this
northwest England resort. The gallery 'xtelned to the rllilnS throughout the
country who sat around their TV sets tr watch tie proceedings. It was the first
tile a political party conference in Britain had ever been televised.

[British Chanc'ellor of the Exchequer, It. A. Butler, who originated the phrase,
"Trade, not aid," explains sar(asti.ally to the Ti ori es that he told the Alericln
(Grvernlllent "In words of o(e s. llahle'"-"trat we expect some ilprovelent in
their trrnle practices before there is any question of our lowering our barriers
any further or indulging in any further nondiscrimination."

[The Chrancellor's low opinion of American intelligence may ie upheld, if ie
is not promptly infornied that Amierican tariffs have hbruin reduced 75 percent
sinie 19340; that lmiore than half (if Almerican imports are free of duty; and
balance carry ity avertg in less than1 13 percent.

[Our American lrachines shipped tr England prewar in spite of high tariff
are now completely barred-first, by refusing to permit dollar payments : second,
by British Board of Trade which refuses import license if ally similar machine
is mande in Britain, regardless of price or efficiency of operation.

[Aneriean workers and manufacturers have been taxed billions of dollars for
postwar British aid, which further increases American uranufactnrin- costs and
has lowered tire burden oi British manufacturers.

[Are the American Governent and the American taxpayer properly and fairly
charged% with discrimination?

[The above facts show that the British have discriminated against American
manufacturers, and the Chancellor's remarks only add insult to injury.]
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EXHIBIT No. 6

[Pittsburgh Sun-Telegraph, February 26, 1955]

THESE DAYs-Low TARIFF HURTS SCISSORS INDUSTRY

(By George E. Sokolsky)

It is easy to be theoretical about what does not affect one's own affairs.
Actually, for the amount of shears and scissors I would ordinarily buy, it would
make little difference where the cutting steels come from. However, if I were
manufacturing shears, scissors, surgical instruments, or manicure sets in the
United States at this moment, I would be looking around for something else
to do or I might even move my business to some other country and export the
goods from there to the American market. It could be more profitable under
H. R. 1, now before Congress.

Before World War I, most of the surgical instruments and supplies came to
this country from Germany which specialized in this kind of commodity. Then
during the war, the United States was caught short. Appeals were made to
American manufacturers of scissors and shears to go into surgical instrument
production, which required particularly skilled labor, workers with a high
capability for precision. If this work group is lost by American firms going out
of the surgical instrument business, it will be difficult to reassemble the workers.

For many years, this industry was protected by a tariff which it regarded
as reasonable. Meanwhile, American surgeons found it easy to get their own
inventions and improvements manufactured here in the United States.

FIRMS CLOSING DOWN

The tariff on shears and scissors has now been lowered twice and probably
faces a third reduction. The American manufacturer is required to pay wages
that are four times higher than wages paid to similar workers in Germany,
and he cannot translate the difference into a competitive price.

Result: American firms are closing down. The Shears, Scissors & Manicure
Implement Manufacturers Association states that the following firms have al-
ready discontinued manufacturing these commodities:

Berridge Shear Co., Sturgis, Mich.; Belmar Instrument Co., Belmar, N. J.;
Birmingham Cutlery Co., Birmingham, Ala.; Case-Smiley Co., Fremont, Ohio;
Cameron Manufacturing Co., Emporium, N. Y.; Arthur Dorp, Newark, N. J.;
Harjan, Inc., East Orange, N. J.; Kafelt Manufacturing Corp., Keene, N. H.;
Metroloy Corp., Canton, Ohio; Carl Monkhaus, Ellicotville, N. Y.; Progress
Cutlery Co., Fort Smith, Ark.; Rex Cutlery Corp., Irvington, N. J.; T. E. Schnei-
der Corp., South Norwalk, Conn.; Tri-Ess Products, Inc., Jersey City, N. J.;
International Edge Tool Co., Newark, N. J.

Others are expected to follow. It is reported that in Solingen, Germany,
and vicinity, there are about 800 manufacturers of cutlery, ranging from family
work at home to small factories. In addition to manufacturing at about one-
quarter the American cost, this industry is subsidized by the West German
Government, which receives subsidies from the United States. American manu-
facturers cannot compete with low wages and indirect American subsidies to
(wertnan firms, pilis a low tariff.

CANNOT COMPETE

The largest American manufacturer of quality shears and scissors is J. Wiss
& Sons. They have now gone out of the surgical scissors business because they
cannot remain in it competitively with Germany. The Clauss Cutlery Co. reports
that it will have to do the same because "our production is almost down to
nothing."

It is possible to say: Who cares? If Messrs. Wiss and Clauss cannot afford
to make surgical instruments, let them go into some other business. They are
not like dairy farmers who have to be subsidized; they do not have that many
votes. On the other hand, if we get into world war III, are our boys to die
because surgical supply necessities cannot be imported from Germany? That is
tie real issue-not whether individual firms will survive or not.

There is a theory that when American manufacturers cannot compete In the
American market with manufactures from other countries, they ought to omit
making this particular commodity and devote their capital and skill to something
else.
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That theory might be sound in time of peace. But we are living in a world
that is continually within a prospect of war. Therefore, it is essential to conserve
those American industries which are needed for war production and those skilled
laborers who are becoming all too rare in a period of automatic machine
production.

That is a factor in our manufactures that ought to be weighed against the
advantage that may come from supporting the economies of those nations which
we want to keep on our side. The American industries involved are compara-
tively small and do not involve huge investments of capital or large numbers of
workers. But what they do may be irreplaceable in time of war.

[After Mr. Clarence Randall had made his economic report on tariffs to the
President, he was asked if anything was to be done about the foreign imports
which are subsidized by foreign governments. He replied that the United States
has an antidumping act which forbids subsidized foreign imports. Mr. Randall
may know the theory, but he has shown a sad ignorance of the facts. Foreign
imports to the United States have been subsidized for years, by both foreign
governments and the United States.]

EXHIBIT No. 7

[Pittsburgh Sun-Telegraph, March 3, 1955]

IUE SEEKS WORK FOR PLANTS HERE

Government orders for Pittsburgh plants are being sought in Washington, D. C.,
today by a delegation for Local 601, IUE-CIO.Thomas Sullivan, business agent for the local at the East Pittsburgh plant
of Westi!nghouse Electric Corp., said that about 2,04) of its 10,000 members are
out of work. Lack of orders, le said, has brought layoffs of men with 13 years'
seniority.

With Sullivan are P. L. O'Connor, president: Clyde Bowman, vice president;
and Joseph Bachy, legislative chairman.

They are trying to land orders for heavy electrical equipment.
The delegation carried its plea to Senators James H. Duff ard Edward Martin

and Congresswoman Vera Buchanan and Congressmen Augustine Kelley and
Rtoblert J. Corbett.

[Pittsburgh Press, March 3, 1955]

UNION DELEGATION SOLICITS IUSINE SS-WESTINGHO[S'SE GRouP VISITSINO
LAWMAKERS

WASHINTON. March 3.-A delegation from the Westiiglouse Elect rc (orp.,
East 'ittsburgh plant, is here to promote new business for the elc'ctric .l inltcusi cr
of the Pittsburgh district.

The group, headed by Patrick O'Connor, president of Local G01 of the Inter-
national Union of Electrical, Radio, and Machine Workers (IUE-(CO), has
been calling on district Senators and Representatives to try to influence the
executive department to place orders with Pittsburgh area plants.

The group has called on Senators Edward Martin and James H. Duff, Repre-
sentatives Vera J. Buchanan, Augustine Kelley, and Robert J. Corbett, and
Rocco C. Siciliano, Assistant Secretary of Labor for Employment and Manpower.

The group explained there are now approximately 2,000 men idle in local 601
anc many of those furloughed have long years of seniority. They asked that
orders for heavy electrical equipment, in particular, for defense or for hydro-
electric danis built by Army engineers, be placed in their district.

Local 6(11 recently protested farming out valuable Government orders to foreign
nations.

[Pittsburgh Post-Gazette. March 3, 1.)55]

CIO ELECTRICAL LEADERS PLEAD FOR ORDERs-Go TO CAPITAL SEEKING CONTRACTS
FOR DISTRICT PLANTS

WASHINoTON, March 2.-A delegation for Local 601, IUE-CIO, is in Washing-
ton, trying to promote work for the mills and factories of the Pittsburgh area.
[ East Pittsburgh plant union says 20 percent of 10,000 members out of work now.
Men with 13 years' seniority laid off! Union business agent says orders would
aid small business.]
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They are trying to have Government orders for heavy electrical equipment in
particular-for defense or for the hydroelectric dams built by the Army en-
gineers-placed with Pittsburgh area firms.

CALL ON CONGRESSMEN

Thomas Sullivan. business agent; P. L. O'Connor, president; Clyde Bowman,
vice president, and Joseph Bachy, legislative chairman of the local, have called
today on Senators Edward Martin and James H. L)uff and on Congressmen
Vera Buchanan, Augustine Kelley, and Robert J. Corbett. All promised to try
to influence the executive departments to place orders near Pittsburgh.

MIr. Sullivan explained there are now about 2,000 men out of work in the local
out of a membership of 10,000. Men with 13 years' seniority are being laid off,
he said, for lack of orders.

Help to the area would benefit not only Westinghouse Electric Corp., but also
the steel mills, and many smaller businesses.

[Tariff reductions destroying Pittsburgh small businesses. Small-business
example: Taximeter manufacturers who supplied 85 percent of all in use prior
to 1952 located now in Pittsburgh. F.)reign imports negligible prior to 1952.
In 1953, $50,867 imported-1954 incomplete government report shows $93,562
imported. Rate of increase indicates imports will wipe out American manu-
facturers by 1957. who employed 300 people prior to tariff reductions.

I Plant in Amsterdam, Holland, pays 25 cents per hour to semiskilled workers
who average 35 cents per hour on piecework basis. Corresponding American
workers in United States plant average $3.11 per hour plus fringe payments
exceeding 40 cents per hour. Present tariff rate of 122 percent forecasts elimi-
nation of competing American industries and vast spread of unemployment.

[American small business is faced by a condition, not a theory.]

PROMISES SPECIAL PLEA

The plant where these men work is in Mrs. Buchanan's congressional district.
She has promised to make a special plea to the Army engineers for them.

Late today the men saw Rocco C. Siciliano, Assistant Secretary of Labor for
Employment and Manpower, and urged him to help them find jobs for Pitts-
burgh area men.

The delegation is also seeking support for a $1.25 minimum wage law, and
for flo,)d control for the Turtle Creek Valley.

To Editor, 11ittsburgh Sun-Tclcgraph:

PROSPERITY

Your paper says "Business here best since 1953." Steel, coal, electric power
output, plus freight and river tonnage, are all booming according to Pitt's Bu-
reau of Business Research. And yet "free food" has to le given to 160,000 peI-
pIe in Allegheny County. What is prosperity?

CURIOUS.

[One million population in Allegheny County, 16 percent receiving relief.
Pittsburgh is in Allegheny Colunty.

"Buy American" Act las'ed by Democratic Cingress during depression to aid
nemployed low nullified, though millions are unemployed in recent months.
Why?]

EXIIIBIT No. 8

[Wall Street Journal, March 3. 1955]

TRADE BILL WOULDN'T HURT UNITED STATES FIRMS, WEEIKS TELLS SENATE GROUP

WASIIINGTON .- V'mnerce Secretary Weeks declared the House-passed foreign
trade bill will not damage domestic industries and urged the Senate Finance
Commitee to approve it.

The commitee opened hearings on the measure yesterday. The bill would ex-
tend the Reciprocal Trade Agreements Act 3 years and give the President much
broader authority to lower tariffs. Chairman Byrd (Democrat, Virginia) hopes
to hold the Senate hearings to 2 weeks. Treasury Secretary Humphrey is to
testify today.
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Mr. Weeks said the bill does not provide automatic tariff reductions, and only
authorizes the President to carry out profitable trade negotiations with other
countries.

"There is, in fact, implicit in the authority an obligation to negotiate in such
a way as to maintain adequate tariffs that would avoid imperiling American in-
dustry by opening our door to excessive imports," he said.

In his first state of the Union message, the President declared trade policies
"must not ignore legitimate safeguarding of domestic industries, agriculture,
anti labor standards," Mr. Weeks said.

[The New York Times (which emphatically favors passage of H. R. 1) on
February 13, 1955, reported on the House hearings as follows:

["The House Wa. s and Means Committee heard 67' witnesses, including 7
Cabinet members, call the bill to extend the Reciprocal Trade Agreement Act
a fine thing that would hell) this country's overseas trade and strengthen the
free world's economy.

["The committee also heard 155 witnesses, including spokesmen for a broad
cross section of smaller industries, assert that the bill would 'bring financial
disaster to many domestic concerns and throw thousands of American wage-
earners out of work.'

["On Thursday the committee endorsed the opinions of the 77 ' and rejected the
advice of the 155 by approving the bill, 20) to 5. It thus moved to extend for
3 years the reciprocal trade program, which started life li 1934 as the natural-
born child of a Demoiratic administration and is about tip turn 21 is the adopted
child of a Repiublican admiristralion." * * *

["Most proponents ti" the hill have based their case on generalities embodying
faith, hopie. anrd charity. (Olppulx ts in iiost c.is . have been sl'cilic. citing the
numiher of pa ints shi dlowni and workers ulxinixiployed as well as tle decline in
profits."

[In view of the fact that 155 wittres vs repiirt daixige' to their industries. it
is impossible to understand Secretary Weeks' statement to the Senate Finance
('omnitti'e that the "trade bill wouldn't hurt United States fir'is."

[The witnesses gave 'acts and figures toi Irove the e,ox in President Eisen-
hower's first state of the Union message promising nut to "ignore legitimate safe-
guarding of domestic industries, agriculture, and labor standards."

[iOn March 3. 1955, Senatoir Icirge p inted out that the State Department is
trying to xnaintain amicable relations with foreign countries, but its adminis-
tralors are persons without practical business experience or practical business
minds. Ile said our "lovable visionaries" are quite different from practical
administrators.

[The fireigni governments negitiatiig through GATT xt Geneva are not repre-
sexted by visionaries, but by thoroughly trained and experienced experts who
know what they want, il contrast to our visionaries. .\s the Spanish proverb.
says :''Yti c h iire a servant, but you cannot buy a friend."]

ExLIrIIT No. 9

A 2 1IorEST PxOi i'sl,\.

When the idea was first advanced for the Government to support farn price,
it was really a very inodest proposal.

All its proponents pro posed was to put a little cushi,,n under one part of the
eciinly. It w'as a bit of favoritism to the farmers, of course. But, after all, it
was going to lie limited to a few farn ioniniolities-arid that shouldn't cauve
too numih trouble, should it?

Well, some of the trouble it cause(l has already been pretty well iblicized In
the space of a few years this modest proposal turned our domestic farm ir'ibleni
into a major headache.
Now the reverberations of this little effort to xelli out a few farixers here at

hoixe have begun to echo through the capitals abroad. Today the dixmestic
farm program is also a major foreign policy problem.

Our foreign policy is aimed at winning friends and getting thi'm to stop their
economic warfare against each other so their econoiniiiies can become self-sustain-
ing and less dependent on our own costly foreign aid. We are urging them,
rightly and righteously, to stop such 1practices as ixlport restrictions, export

[I Difference between "67" and "77" noted, but is exactly as reported to Times' readers.]
5984-55-pt. 2- 38
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subsidies, and state trading. A conference about this has been going on for
months.

But, as our corespondents report from Geneva, this morning, our poor diplo-
mats have been getting nowhere. And the biggest stumbling block is the modest
plan to help our farmers.

Urge European countries to abandon export subsidies? They point to our
subsidized farm exports. Preach against state trading? Foreign diplomats note
that the United States Government sells butter and grain in world markets-
and at subsidized cut rate prices. Flay import quotas? We are reminded of our
own import quotas on many farm commodities.

It's all very embarrassing. It's also all very inevitable.
Once the United States Government undertook to support farm crops at high

prices regardless of circumstances it set off a chain reaction. With the market
eliminated as a governor, production piles up. Beset by an avalanche of pro-
duction at home, the Government must put on import restrictions to prevent
foreign crops from wrecking the home market. With warehouses bulging, there
is no place for domestic production to go except abroad and it can only be sold
abroad at less than United States prices, with the Government making up the
difference. This dumping in turn plays hob with foreign farm markets and
impels counteraction. And so it goes in an ever-widening circle.

So we start out to do a little political favor for the farmers, and we end not
only with a big domestic economic problem but with a threat to our foreign
policies throughout the world.

Once more we are learning there's no such thing as a little tinkering with a
nation's economy. The intention may be modest but the consequences can be
monumental.

EX11IBIT NO. 10

iThe Wall Street Journal, March 4, 19551

FOREIGN FUROR-UNITED STATES FARM PROPS ANGER ALLIED NATIONS AND

IMPEDE UNITED STATES PLANS FOR FREER TRADE

(By Henry Geminill and Mitchell Gordon)

GENEVA.-It is becoming increasingly clear that a domestic policy of the United
States Government-its propping of farm prices-is losing America friends
abroad and in large degree defeating its foreign economic policy.

The situation has been painfully evident here in Geneva, where weary delegates
are rounding out 4 months of talks on a revision of the 34-nation General Agree-
ment on Tariffs and Trade. The United States representatives came to these
sessions eager for a "stronger agreement attuned to today's realities." Assistant
Secretary of State Samuel Waugh defined the ideal: "A code of principles and
rules which will guide the conduct of trade among all the countries of the free
world and assure that such trade is carried on with the maximum possible
freedom."

Today the American delegates concede that under the revised GATT Pact the
barriers to trade will continue, on balance, about as now. And one major reason
for the American lack of success at Geneva is that every time our delegates have
pressed for a specific objective the delegates from other lands have thrown ill
their faces the protectionist practices which have grown out of the United States
farm program.

For example, the United States has been insisting that nations should end
quantitative restrictions on imports-specifically the widespread discriminations
against goods bought with dollars. Time and again the Americans have been
hooted down because the United States itself has slapped import quotas on many
a farm product to protect its high-priced domestic market. And it has demanded
a waiver in the revised GATT Pact to permit this to continue.

A LAUGHING MATTER

For another instance, the United States representatives have been pressing
here for tighter rules concerning the disruptive effect of what is called state
trading-governmental buying and selling of the raw materials and products of
industry. But they have been laughed at by other delegates, who cite sales of
butter and grain from the vast surplus stocks of the United States Commodity
Credit Corporation.
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The GATT Conference also tackled the perversion of normal trade through
export subsidies. The United States delegates were sympathetic as far as rules
against industrial subsidies were concerned, but they were forced to say that
under congressional instructions their country will keep right on subsidizing
exports of the farm surpluses which have been encouraged by price props-
though it will try to minimize the disruption of world markets in the process.

The American position, an inevitable consequence of the domestic farm pro-
gram, has done more than infuriate the diplomats gathered here. It has aroused
the farmers and farm blocs of efficiently producing agricultural nations, and it
has given the United States a "bad press" on a global scale.

The president of Australia's National Farmers Union took to the local news-
papers the other day to say: "By her irresponsible disposal of agricultural sur-
pluses the United States is flagrantly breaking the spirit of GATT." In Welling-
ton, New Zealand, William Marshall, chairman of his nation's Dairy Products
Marketing Commission, is calling United States Government attempts to sell
butter abroad at cut prices "pure and unadulterated dumping of surpluses."

European newspapers headlined the recent visit to Washington of Canadian
Cabinet members Howe, Pearson, and Harris, emphasizing that they spoke not
only for Canada but for Europeans when they asked United States Secretaries
Dulles, Benson, and Humphrey for relaxed restrictions on farm imports and
fewer subsidies on farm exports.

The influential Manchester Guardian pictures America as asking GATT for
"legal permission to live in a state of sin." The London Economist, interna-
tionally read and usually pro-American, depicts the United States insistence on
quotas for farm imports as "sadly retogressive." Other publications have played
up the official protests registered by Denmark, the Netherlands, Australia, and
New Zealand against United States efforts to sell surplus butter abroad and have
featured the contention of Burma and Siam that the United States is cutting into
those nations' export market for rice.

It is possible the sentiment is running higher than the facts justify. American
officials emphasize that every subsidize sale abroad of United States commodities
is managed as carefully as possible to avoid hurting the competing producers of
friendly nations.

MORE, MORE

Certainly many Congressmen would like to see the United States go farther
in the direction of spilling its surpluses overseas. Recently the House Appro-
priations Committee criticized the CCC for failure "to discharge its responsibil-
ities to sell commodities competitively in world markets." It indicated specifi-
cally that it wanted more sales, even at heavy loss to the taxpayer, of surplus
cotton, cheese, corn, rice, naval stores, tobacco, and wool.

More than a year ago President Eisenhower's Commission on Foreign Eco-
nomic Policy, headed by Inland Steel Chief Clarence Randall, explained the
adverse international effect of the domestic farm program, though the explana-
tion has been little heeded. The group said this in its final report:

"To put the matter boldly, it is necessary to emphasize that inflexible price-
support programs which hold domestic prices above world prices become price-
fixing programs and result in accumulations of surpluses that would otherwise
have moved into consumption here or abroad.

"To maintain such price-fixing programs it may become necessary for the
United States to apply trade restrictions of various kinds, including import
quotas, to keep down foreign importations. To move high-priced surpluses into
export markets it may seem necessary to use export subsidies or dumping pro-
cedures that, if practiced with respect to imports into this country, would involve
the application of our antidumping and countervailing-duty laws.

"INHERENT INCOMPATIBILITY

"Price-fixing, particularly with reference to commodities moving in interna-
tional trade, is inherently incompatible with a pattern of private trade, free
enterprise, and nondiscriminatory commerce among nations."

There are people elsewhere in the world, of course, who themselves have rea-
sons for wishing to violate the patterns of private trade, free enterprise, and
nondiscriminatory commerce. Some have farm blocs of their own. Some have
infant industries with a case for protection. Some contend their entire national
economy is underdeveloped and requires pampering.
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Such nations are only too happy to discover the United States asking for waiv-
ers of the rules of international trade. As things stand now, the United States
cannot effectively oppose them.

ExIIBIT No. 11

THE SINISTER SHADOW OF COMING EVENTS

On October 29, 1954, bids were submitted to the State Administration of Sani-
tary Works, Republic of Uruguay, South America.

51,000 half-inch watermeters. Prices c. i. f. Montevideo. Prices submitted
as follows, in equivalent U. S. dollars by manufacturers in various countries:

1. Japan ---------------------- $6.80 5. Holland -------------------- 10.43
2. Germany -------------------- 8.36 6. France --------------------- 10.51
3. England --------------------- 8.79 7. Canada -------------------- 13.2&
4. Belgium --------------------- 9.44 8. U. S. A -------------------- 17.10

Wages in Japan are not over 19 cents per hour. Wages in United States of
America in watermeter plants over $2 per hour. This recent example of export
competition is by no means an extreme case.

With the exception of the United States of America and Canada, all other
manufacturers are subsidized by their own governments to aid their exports,
and also subsidized by the United States Government, directly or indirectly.
Their governments have been relieved in part of var damage costs-have re-
ceived billions in postwar gifts and loans, while both the United States and
Canadian manufacturers have been burdened with the taxes which permitted the
loans anl gifts to foreign governments

Can any sensible individual expect American manufacturers to compete against
low-wage countries, and also pay taxes to subsidize them?

Senator MALONE. Colonel, I am interested in your testimony since
I do know that you have been a very successful b'usinessinan. In how
many States do you operate plants in this country ?

Mrl'. ROCKWELL. I say that our 40 principal plants have been located
in 16 States and I name the States. I point out our factories in peace-
time produce articles strictly for peacetime civilian use but neverthe-
less these plants are used in wartime and in the recent war and during
Korea produced over a billion dollars of military goods.

If we did not produce them I don't know who could.
Senator MALONE. You do have plants in 16 States.
ir. ROCKWELL. Yes, sir.

Senator MALONE. United States of America.
Mr. ROCKWELL. Yes, sir.
Senator M{ALONE. In how many foreign nations do you operate

plants?
Mr. ROCKWELL. We have allied plants in a number of foreign na-

tions. We have agreements with them under which we can sell their
products in this country.

You have the statement in here which was published in Time in
which one of the witnesses said the American worker can turn out 2
to 10 times as much as his European counterpart, and that of course
is a very serious misstatement and I don't think it was made.

I think that is a half-truth. I think he said the American worker
couhl do it with the kind of equipment he is given by the thrifty in-
vestor who puts his monev into the company.

Senator MA LONV1. When you have the same equipment in foreign
nations which in many cases has been paid for by the American tax--
paver and in almost every case where an American investor has put
his money into a new plant there, is not it just as efficient a plant as if
it were built here?
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Mr. ROCKWELL. This country built the finest tinplate plant in the
world in Wales and that mill will compete with us and they will find
out about that very, very soon.

1 point out in here, Senator, how we never would have had a tinplate
industry in this country if it had not been for a protective tariff.

I pointed out how after the war our Government said to us "you
can't have any tinplate unless you can find it somewhere else."

So we bought it in England at a cost of 17 cents a pound. 'Where
do you think the American tinpiate was going? It was being shipped
free to Canada, Australia, New Zealancix and England so they could
preserve their food with it.

Senator MALONE. You have plants in Georgia, Kansas, Oklahoma,
and you have a plant I understand under construction in Kentucky.

Mr. ROCKWELL. Yes, sir.
Senator MALONE. I understood you a little earlier to say that if

thiih were extended for : years you might make different arrangements
in foreign countries. What would you do? Would you continue the
construction of the )lant in Kentucky ?

lkIr. ROCKWELL. We certainly would cut it down in size because one
of the products we expect to make there we could not possibly make
in competition, under a lowered tariff rate.

I have just been over in Italy where they have a plant that is going
to build one of our products. It is one of the finest plants I ever saw
in my life.

Incidentally the Italians who never shil)ped sewing machines into
this country before the war, are shipping them in (together with some
of the Gernmans) at a rate of $60 million a year.

Senator Alm-NE. We liderstood that Singer Sewing Machine and
others are very seriously disturbed.

You say you have these affiliated plants in Englanl, France, Ger-
many, and Italy, and of course, those products can colme in here and
compete.

Mr. ROCiKWELL. I couldn't say that about all of them under present
tariff rates.

Senator MALONE. From your talk today you hive been worried
about the American employees. 'Why do you worry about them if
the Congress of the United States doesn't worry about them?

Mr. ROCKWELL. I just say if the Congress of the United States
doesn't worry about it I don't know who is going to take care of our
workers.

Certainly the union leaders who talk about free trade are not con-
sidering the matter very deeply.

I have served as a consulting engineer for 40 years. I worked in
some of the biggest machine-tool plants in this country as a consulting
engineer. I know you can build machine tools 35 percent cheaper in
England than here and you can build them 40 percent cheaper in
Germany.

Senator MALONE. Did you ever see a plant built by American
capital in any nation in the world that was inferior to a plant built
in America of the same kind?

Mr. ROCKWELL. No, they can always copy.
We make the finest drill presses in the world. They copy them over

in Italy. They even copy our trade-mark. They make some of our
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products in Austria and they take the prints out of our catalog and
use our prints in their catalog.

Senator MALONE. The crockery representative here yesterday
showed the same thing, they even adopted their trade name in Japan.

Mr. ROCKWELL. We formerly sold in Argentina-until they had no
dollars. Very sad case. You have heard so many of them. So they
wanted to buy more of our products; we couldn't sell them because
they had no dollars; so we arranged for our affiliated Italian plants to
sell them. They sold them on a barter deal between Italy and
Argentina.

Italy takes wheat and meat from the Argentine and the Argentine
takes finished products from Italy.

The only risk we have in the Italian plants is that we might lose
the engineering fee. So, we can protect our stockholders. But only
Congress can protect our employees.

Senator MALONE. The American employees.
Mr. ROCKWELL. That's right.
Senator MALONE. As yet I have seen no evidence of their being pro-

tected but I wondered what your idea of it was.
Do these nations in Europe trade with each other as a general rule?
Mr. ROCKWELL. Only two nations that have no barriers between

them, Belgium and Luxembourg.
They tried to include Holland as I told you, but the difference in

wages and cost of living brought a breakdown.
So they don't include Holland any longer, in spite of what my good

friend Mr. Cortney says.
If our Government merely wanted to save money, they could have

one of our aircraft carriers built in Germanv for a hundred million
rather than for the $200 million cost in this country, to help both the
German economy and the American taxpayers.

Senator MALONE. What we are doing-and it is something that
ought to be investigated by a congressional comnittee-we are letting
contracts at fantastic prices in Europe for repairing our own airplanes.

Mr. ROCKWELL. We spent over $30 million, you know, over there
to tool up Fiat on'an airplane. We didn't want to give them our design
so we leit it to the English and let them give them their design. The
English are very bright people. They gave them a very good obsolete
plane and after they collected the millions for tooling costs they de-
cided not to build it. But it was a very nice gesture.

Senator MALONE. I respect the British people because they do have
brains and they use them. If they go into a conference and can't
win, they don't. sign.

When we send anybody into a conference they think they have to
come back with an agreement. So they sign anything.

Mr. ROCKWELL. They have signed our business away to England.
In conclusion, they are very prosperous in Britain. The most pros-

perous they have ever been, and one of the ways they have done it is
to raise the tariff barriers on everything thev can make in England
and to buy every raw material that theY cn buy over here for less
than they can buy it in England.

Senator MALONE. I have been very much interested in your testi-
mony because you are a successful businessman and you have come here
and testified differently than most of the large investors in America.
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Most of the large investors have testified here that they would like
to be the judge as to the extent of imports, how much of their product
should be produced here, and that they are against any protective taliff
at all.

You have heard it stated in the testimony of the president of Stand-
ard Oil of New Jersey that they should be the judge of how much oil
should be brought in and on wlat basis, and how much should be pro-
duced in the United States.

I asked him if he would go along with that policy for every other
producer that was importing material and had a business here, and
lie thought that they too should be the judges.

What do you think that broad policy would eventually lead to?
Mr. ROCKWELL. I think it is a fact that the oil companies have been

very smart in their public relations by reducing their imports of oil.
I think they want to do what is right. But they have to have some
help from the Government. When i was in Spain I saw high officers
over there corresponding to our Secretary of the Interior and Secre-
tary of Commerce, and so on. They told me that 1 or 2 or 3 of our
wandering Government agencies have promised these foreign govern-
nents that we will give them 3 atomic power plants.

As you know, we haven't got an atomic powerplant in this county.
But there is a chance to use some of that foreign fuel oil.

Spain, as you know, is on the Mediterranean. They can use that
fuel oil to make power in Spain.

But instead of spending some money over there to build power-
plants-they need power all right-instead of building them to uie
fuel oil to give them cheap power and help them to industrialize, our
I)eople are promising them three atomic powerplants when we don't
have one ourselves-and no one will tell you that an atomic powerplant
can be operated cheaply.

Senator MALONE. The desert and mountain areas and wide areas
where a relatively small amount of power is needed for a long-distance
powerline is where it will become feasible first.

We wanted the first one built ini Eureka, Nev. It is being built in
Pittsburgh.

Mr. ROCKWELL. They build it in Pittsburgh where you can get the
cheapest coal in the world, and this puts some more miners out of work.

That was not a clever scheme. I am surprised John L. Lewis didn't
complain.

Senator MALONE. I was overruled on my suggestion that the first
plant be built where it would first become feasible. At least, however,
they will learn how to build a plant.

Colonel, I probably did not frame my question just right. Do you
understand what happens if you don't get this act. We would be
back to the basis of fair and reasonable competition enunciated in the
1930 Tariff Act where there is only one criterion in fixing the tariff.
That criterion is that the Tariff Commission conducts studies of the
situation and on a flexible basis keeps current with the differential be-
tween cost of production here and the chief competitive nation on each
product.

Are you for that principle on a basis of fair and reasonable competi-
tion, completely adjustable, to give the American workers and in-
vestors equal access to the markets here and to go back to that 1930
principle?
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Mr. ROCKWELL. That is what I am in favor of.
I don't favor holding high tariffs to protect any inefficient industry.
Senator MALONE. Did you ever hear of anybody advocating high

tariffs or a tariff beyond that fair and reasonable competitive
principle.

Mr11'. ROCKWELL. If you are trying to industrialize a country, you
have to advocate high tariffs. That is the way the United States and
Australia were industrialized.

If you will put a plant in Australia to manufacture something they
don't have now they will raise the tariff wall as high as you need it so
you can establish yourself in Australia.

Senator AILONE. Did you ever hear anybody here advocate a tariff
that went above that differential of the cost of production in this
Nation and in the chief competitive nation?

Mfr. ROCKWELL. We can compete with any country on a relative
basis of wages.

Senator MALONE. On an even competitive basis?
1%Lr. ]OCKWELL. Yes.
Senator MALONE. You can compete with other producers in this

country on any basis at all because you pay about the same wages
and about the same taxes and if the wages are cheaper someplace
industry heads that way and finally it evens up, but what Congress
established nearly a century ago and continued in 1930 was an evener
with foreign competition, not on some scatter-brained idea of taking
into consideration all the political factors in every nation of the world
but on a principle. So you are for returning to the principle of fair
and reasonable competition by law?

Mr. ROCKWELL. Absolutely.
Senator M\ALONE. And the Constitution of the United States?
Mr. ROCKWELL. Yes, sir. You can see the textile business moved

from New England to the South because they could produce it cheaper
there.

Theyo- to England because they can make it cheaper and they are
sure going to move to India because now they can make it cheaper
there.

Senator MALONE. If you have free trade or a lower tariff it doesn't
represent that differential between the cost of production.

Mr. ROcKwELL. That's right.
Senator MALONE. You have been another breath of fresh air so far

as the acting chairman is concerned and I appreciate your appearance
here very much. If you think of anything that you think will be
helpful to the committee, please mail it to the committee and it will
be inserted in the record.

Mr. ROCKvELL. Thank you.
Senator MALONE. We have disposed of Seymour Harris of Harvard,

we will hear from Mr. Metealf of Cordage Institute.
Mr. Metcalf, proceed in alny way you see fit.

STATEMENT OF E. R. METCALF, CORDAGE INSTITUTE

1\ Fr. METCALF. Thank you.
Senator Af\LONE. FOr the record, do you have anybody here with

you that you would like to sit with you?
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Mr. METCALF. I have five people but they can sit there unless they
can provide expert testimony.

My nanme is Edwin R. Metcalf, I am president of Cohmbian Rope
Co., of Auburn, N. Y., and the Edwin IH. Fitler Co., of Philadelphia,
Pa., with a factory at New Orleans, La.

Seiiator, I don't )lan to read ny statement word for word but I
would like to have it made a part of the record, if that is permissible.

Senator MALONE. It will be accepted as a part of the record and you
may make your points.

Mr. MET('ALF. I would like to comment on it briefly.
I have heard testimony here for the last 2 days and some of the

industry representatives who have testified have claimed under cross-
examination that their industries were not hurt by the atriff, some
of them apparently never had a large share of the American market,
but the cordage industry, which mamufactures rope, bailer twine,
binder twine, industrial and fishing twine, and for whioni I appear
as, a spokesman, is an industry that has been hurt by the tariff
reduction,,.

I might say we are opposed to H. I. 1. We would like to see the
bill killed in the Congress, or we would like to see the present trade
program expire in June.

Senator MALONE. You are just against the extension of the 1934
Trade Agreements Act?

Mr. MECA'rc\LF. We are against the extension of the 1934 Trade
Ao'reements A ct.

Senator MALONE. You are about as plain a talker as we have had
and I like that.

Mr. METCALF. In 194S; when we testified several times before dif-
ferent Congressional committees about the effect of the trade-agree-
ments program on our business, imports amounted to 14 percent of
sales by the United States industry.

In the first 10 months of 1954 imports had increased to 72 percent.
In other words let me emphasize the fact that for the first 10 months
of 1954, 72 percent, as much as we made, was imported and was sold in
this country.

In the interval between the institution of the Trade Agreements
Act in 1934 we have had cuts on our wrapping twine from 40 percent
ad valorem to 15 percent.

We have had reductions in the duty on rope, manila rope, three-
fourths inch and larger, from 2 cents per pound and 15 percent to
2 cents per pound and 10 percent.

Senator MALONE. Has this reduction reduced the duty below the
differential between the cost of production here and in the competitive
country?

Mr. MErCALF. Yes, sir. If the duty was reinstated to what it was
in 1930 we don't feel today would equalize.

Senator MALONE. Is that because the effect of inflation on a fixed
duty has practically halved the duty in any case?

Mr. METCALF. The largest reason is that our labor cost is approxi-
mately 60 percent of the cost of the finished product.

Senator MALONE. That is expanded.
Mr. METCALF. Our labor costs have gone up in far greater propor-

tion than they have in foreign countries so that the differential is
far more now than it ever was before.
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Senator MALONE. Has the labor cost gone up any more than the
inflation justified if a dollar is now worth about half what it was
when you started ?

Mr. METCALF. Yes, sir.
Senator MALONE. It has gone beyond that point ?
Mr. METCALF. Yes.
Senator MALONE. How much?
Mr. METCALF. I couldn't tell you exactly. I am not enough of an

economist.
Senator MALONE. I was trying to get an idea how nmuch the inflation

had affected your fixed tariff. That is, has it lowered it through
inflation?

Mr. METCALF. Yes.
Senator MALONE. In addition to the actual lowering of the duty

through so-called trade agreements?
Mr. METCALF. Yes, sir. In addition to wishing that something

would happen to H. R. 1.
Senator MALONE. You mean kill it?
Mr. METCALF. Kill it, we might as well face the result that there

is the possibility that H. R. 1 will be passed by the Senate and we
therefore wish to plead our case on the basis of a definite industry.
Just as so many others have been asked the question during the past
2 days in my hearing as to whether certain industries had an amend-
ment or a change in the present trade extension act which they would
like to offer or would like to recommend and I have one here which
with your permission, Senator, I will read for the record.

Section 4 of H. R. 1 is amended by adding a second paragraph to
read as follows:

Section 3 of H. R. 1 will not apply to any product determined by the President
to le essential to national defense and necessary for projected national-defense
requirements, and subsection (a) of section 7 of the Trade Agreements Exten-
sion Act of 1951 as amended (19 U. S. C., see. 1364) is hereby amended by in-
sertintt after the word "products" the following "or that the domestic production
of a product needed for projected national defense is seriously threatened";
and subsection (h) of Section 7 of the Trade Agreements Extension Act of 1951
as amended (19 U. S. C., sec. 1364) is hereby amended by changing the period
at the end thereof to a coImna and adding the words "and shall further take
into consideration the fact that a product is essential to national-defense require-
ments when such essentiality is determined by the President on the application
of an interested party."

As you will note this amendment has two interdependent features.
The first eliminates the application of section 3 of H. R. 1 to products
determined by the President to be essential to national defense; and
the second are amendments to subdivisions (a) and (b) of section 7
of the Trade Agreements Act of 1951 to provide that in an escape-
clause application to the Tariff Commission the Commission must give
consideration to the fact that a product has been declared by the Presi-
dent essential to the national defense, if such is the fact.

I should like to emphasize that we are not suggesting that the Tariff
Commission be authorized to determine the essentiality of a product to
the national defense. This determination should be left to the Presi-
dent or such agency as the Congress may designate. The amendment
merely requires of the Tariff Commission that it consider, together
with the economic factors prescribed in subdivision (b) of section 7,
the defense essentiality of the product.
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Senator, we base our case on the fact that at the present time we
are a defense industry, we want to point out three different factors
which we would like to have seriously considered by the committee.
The first of these is that the manufacture of manila, sisal, and syn-
thetic ropes is necessary in time of war. The pre-World War II
capacity was adequate in 1943 to make four times the normal peace-
time requirements.

There is no reason to believe that as much rope would not be re-
quired in another emergency. In order to meet wartime rope require-
ments it is necessary that the capacity of this industry be maintained.

I would like to read a letter dated July 23, 1946, addressed to the
cordage industry of the United States.

Until recently I did not realize what an enormous amount of cordage is used
by the United States Army. After looking into the matter I found that the
Army probably used more cordage in World War II than any other agency in
the United States.

The cordage industry did a tremendous and important job in furnishing the
Army with rope, twine, and cable without which the Army could not have
operated.

Not only was common rope supplied for its many varied purposes, but new types
of cordage were developed, such as nylon cords on parachutes, the famous
"snatch cable" used for picking up gliders, and various forms of camouflage
netting.

A brilliant record was achieved by the cordage industry in its services to the
United States Army. It is a record of which the industry justifiably can be
proud.

Sincerely,
DWIGHT D. EISENHOWER.

Point No. 2 is a question of rotating the l)resent stockpile of manila
and sisal liber. Because it is a vegetable fiber it must be rotated to be
fresh at the time that it has to be used, as many other products from
the soil, that deteriorate in time. 1 don't know the size of the stock-
pile, that is a secret that has never been revealed to joe by the United
States (1overmnent. 1 do know our industry has aii advisory com-
mittee which occasionally comes to Washington and the problem of
how to rotate this is discussed with them and from the information
I get from those gentlemen, the question of whether the industry at
present is operating at a sufficient rate to use this stockpile before
deterioration.

Senator MALLONE. I)o you know what length of time it retains its
vitality, this material in the stockpile?

Mr. 1ETCALF. We don't know for sure, Senator.
At the time of World War II we used to figure that manila fiber

would have to be rotated in 3 years. Sisal fiber would have to be ro-
tated in 5 years. But what experiments have been conducted since
indicate that it will go a longer time and the industry is now cooperat-
ing with one of the Defense Department agencies who are conducting
experiments by which the fiber is buried, and all different things that
are known to encourage it to deteriorate are being experimented with
at the present time.

But I would like to insert in the record at this time that if there is
any feeling in the mind of the Congress that the industry is one that
can be sacrificed, the Congress would certainly be doing the American
taxpayer a favor if they decided to sell the fiber, while the fiber was
of some good, and reduce the size of the stockpile.

In addition to that I might say that as far as the stockpiling is
concerned, that there is an act of Congres--I forget which ConoTess
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actually passed it, authorizing that a stockpile of manila fiber may
be maintained in the ground in Central America. There is an acreage
of fiber iii several countries in Central America at the present time
which is being cultivated and kept in condition to be ready to be used
at the time of emergency. And again I would submit that if the Con-
gress feels that the stockpile is necessary, whether it is in the ground
or in warehouses in the United States, that there must be an industry
to use it if we do run into trouble.

The third point I would like to make is the question of the manu-
facture of baler twine and binder twine in time of war.

Those twines are used solely in the production of agricultural crops
and are vitally necessary. Since 1937 or 1938 an automatic hay and
straw baler has been invented and this requires either twine or wire.
Actually in the last war it was as easy to get twine as it was to get
wire because of the shortage of steel. What the condition would be
in another emergency we don't know. The machines are not inter-
changeable, so that the twine machines that are out in the hands of
the farmer and are now being used would have to be supplied with
twine if they are going to be used at that time.

I would like to state further in connection with our case that in view
of the drop in the production of the American mills and the poor out-
look we have, for after all we are a part of the textile industry, that
during the past few months, 2 State prisons manufacturing cordage
in Michigan and in Missouri have given up the ghost.

The Michigan prison at the time they decided to discontinue an-
nounced publicly that they could no longer meet the labor rates of a
foreign country.

Now if the prisoners in Michigan can't meet the rates, I would cer-
tainly like to confront some of the gentlemen I have heard talk here
today with the question as to how we are expected to do so.

That ends the statement.
Senator MALWNE. Your statement has already been made a part of

the record and I think you have made a very fine statement and
presented your case in a very fair manner.

I understand that you would like to see this act lapse and return to
the 1930 Tariff Act, where the principle upon which protection is
afforded is the basis of fair and reasonable competition, the difference
in cost between this Nation and the chief competing nations, and that
was the order of the Congress to the Tariff Commission in 1930.

Mr. METCALF. Yes, sir.
Senator MALONE. And letting this act lapse is an initial step to that

return and then cancellation of the trade agreements by the President
would put the tariff regulation on products on which'there is now a
trade agreement, back in the Tariff Commission.

Mr. METCALF. Yes, sir; we hope it would follow shortly.
Senator MALONE. You also understand that those trick organiza-

tions like the General Agreements on Tariffs and Trade at Geneva and
the International Materials Conference, the State Department crea-
tion, and the U. N. creation of a World Trade Organization through
resolution by the assembly would automatically lose their status to
negotiate trade agreements.

Mr. METCALF. Senator, we have opposed GATT every opportunity
we have had.

Senator MALONE. Do any good?
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Mr. METCALF. No, sir. We don't know which rib the knife may be
between tonight.

Senator MALONE. You don't believe that a change from a principle
based on the differential in cost of doing business in this country and
in the chief competing country should be made or that international
and other factors should be taken into consideration in the adjustment
of the duty?

Mr. METCALF. No, sir.
Senator MALONE. Thank you very much.
(The document referred to is as follows:)

STATEMENT OF E. R. METCALF, IN RF 1I. It 1, oxi BEHALF OF CERTAIN HARD FIBER
CORDAGE ANI TWINE M NUFA'TURERS OF THE UNITED STATES

My name is Edwin R. Metcalf. I am president of Columbian Rope Co., of
Auburn, N. Y., and the Edwin 11. Fitler ('o.. of Philadelphia, Pa., with a factory
at New Orleans, La. I appear here on behalf of the United States private hard
fiber cordage and twine manufacturers listed at the end of this statement. Our
cordage products are rope, baler twine, binder twine and industrial and fishing
twines.

Certain of these products were classified essential by the War Production
Board during World War II, on the same level as anmunition plants and air-
craft factories, and we have Do reason to believe that the status has been changed.

The manufacturers I represent have from the outset ol)posed and continue to
oppose the Trade Agreements Act and its extensions. With only a small part
of the United States demand for cordage products satisfied by foreign goods at
the outset of the trade agreements program, in 1948 imports were only 14 percent
of the United States manufacturers sales, but the imports rose in the first 10
months of 1954 to a 72 percent average of United States manufacturers sales.

For the purposes of this presentation, I am assuming that H-1. R. 1 will be passed
hy the Senate in sone form. Therefore, my comments will be directed to the con-
sideration of an amendment providing a basis for relief for products essential to
national defense particularly those products such is cordage that have been
seriously affected by tariff treatment.

We believe that an antendnient to II. R. 1 must be made if many United States
industries are to be in a position in time of emergency to manufacture articles
declared essential for the national defense.

The amendment to H. R. 1 we recommend is as follows:
"Section 4 of 11. R. 1 is amended by adding a second paragraph to read as

follows:
" 'section 3 of H. R. 1 will not apply to any product determined by the President

to be essential to national defense and necessary for projected national defense
requirements, and subsection (a) of section 7 of the Trade Agreements Exten-
sion Act of 1951 as amended (19 U. S. C. sec. 1364) is hereby amended by insert-
ing in the ninth line of the third paragraph after the word "products" the follow-
ing "or that the domestic production of a product needed for projected national
defense is seriously threatened"; and subsection (h) of section 7 of the Trade
Agreements Extension Act of 1951 as amended (19 U. S. C. sec. 1364) is hereby
amended by changing the period at the end thereof to a comma and adding the
words "and shall further take into consideration the fact that a product is essen-
tial to national defense requirements when such essentiality is determined by the
President, on the application of an interested party.' "

As you will note this amendment has two interdependent features. The first
eliminates the application of section 3 of H. R. 1 to products determined by the
President to be essential to national defense; and the second are amendments to
subdivisions (a) and (b) of section 7 of the Trade Agreements Act of 1951 to
provide that in an escape-clause application to the Tariff Commission the Com-
mission must give consideration to the fact, that a product has been declared by
the President essential to the national defense, if such is the fact.

I should like to emphasize that we are not suggesting that the Tariff Commis-
sion be authorized to determine the essentiality of a product to the national de-
fense. This determination should be left to the President or such agency as the
Congress may designate. The amendment merely requires of the Tariff Cota-
mission that it consider, together with the economic factors prescribed in sub-
division (b) of section 7, the defense essentiality of the product.
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In justification of our proposed amendment let us examine the law and ad-
ministrative procedures now available for safeguarding essential defense prod-
ucts against serious tariff concessions.

To obtain relief against tariff reductions already imposed, an application must
be made to the Tariff Commission for relief under the escape clause in the Trade
Agreements Act of 1951. The factors to be considered by the Tariff Commission
in such application are specified in section 7 (b). It will be noted that these
are economic and there certainly is no reference to the essentiality of the product
involved. Section 7 (a) requires that the recommendation of the Commission
must be predicated upon financial injury only.

A step in the right direction is found in the so-called Symington amendment
to the 1954 Trade Agreements Extension Act. Assuming that proper standards
have been set up by the President or whomever he has designated, an essential
industry can now be protected against further tariff reduction as a result of
trade agreement negotiations. We do not know that such standards have yet
been established. Please note, however, that this amendment has nothing to do
with the escape clause and in no way affords help to essential products already
injured by imports such as cordage.

Under the present jurisdiction of the Tariff Commission in an escape-clause
application, if the Commission finds that an industry is not being seriously injured
financially as a result of concessions previously granted, it makes no recom-
mendation to the President. It merely renders a report of its findings. Thus,
in those escape-clause applications where no recommendation is made to the
President, he will not have an opportunity to remedy a situation where a defense
industry requires relief to maintain skills and productive capacity needed in time
of national emergency.

There is no administrative procedure in any other branch of the Government,
whereby an industry seeking relief for a product through an escape-clause
application can, as a matter of right, petition for a determination of its essen-
tiality and have such determination, if made, considered by the Tariff Com-
mission. Therefore such products are today in a helpless condition from a tariff
point of view.

Considering our products essential, we believe that we are sound in urging
the above amendment. For your consideration we would like to list three reasons
why we consider this industry essential.

1. To manufacture manila, sisal and synthetic ropes necessary in time of
war. The pre-World War II capacity was adequate in 1943 to make four times
the normal peacetime requirements. There is no reason to believe that as much
rope would not be required in another emergency. In order to meet wartime
rope requirements it is necessary that the capacity of this industry be maintained.

2. To rotate the present stockpile of manila and sisal fiber. Because none of
the vegetable fiber used by the industry is grown domestically the Defense
Department has provided that stocks of fiber be within this country in time of
emergency. The 16 companies operating 21 mills in the following 11 States:
California, Illinois, Louisiana, Massachusetts, Missouri, New Jersey, New York,
Ohio, Pennsylvania, Washington, and Wisconsin, are expected to buy fiber from
the Government stockpile and replace it with new fiber so that the Government
stocks w ill not deteriorate because of age. Because of our present rate of oper-
ation our ability to do this is seriously questioned.

3. To manufacture baler twine and binder twine in time of war. These twines
are used solely in the production of agricultural crops and are vitally necessary.
An emergency might well mean that many of the sources of these twines would
not be available just as in World War II and the domestic industry would be
expected to make those quantities. Machinery and a trained force to manufacture
must be at hand.

We earnestly submit that favorable consideration should be given to procedures
whereby products essential to defense can secure relief. In certain instances
this can be done by increased tariff and in other instances by the imposition
of quotas. Regardless of the method used, the Tariff Commission should be
authorized to take appropriate action for a product declared to be essential to
the nation nal defense, and the authority should be granted to the President or an
agency selected by the Congress to determine the essentiality.
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UNITED STATES PRIVATE HARD FIBER CORDAGE AND TWINE MANUFACTURERS

American Manufacturing Co., Brooklyn, N. Y.
St. Louis Cordage Mills, St. Louis, Mo.
Badger Cordage Mills, Inc., Milwaukee, Wise.
Cating Rope Works, Inc., Maspeth, N. Y.
Columbian Rope Co., Auburn, N. Y.
Edwin H. Fitler Co., Philadelphia, Pa., and New Orleans, La.
Cupples Co. Manufacturers, Inc., Brooklyn, N. Y.
Ilooven & Allison Co., Xenia, Ohio
Thomas Jackson & Son Co., Reading, Pa.
New Bedford Cordage Co., New Bedford, Mass.
Peoria Cordage Co., Peoria, Ill.
Plymouth Cordage Co., North Plymouth, Mass., and New Orleans, La.
Rinek Cordage Co., Easton, Pa.
E. T. Rugg Co., Newark, Ohio
Tubbs Cordage Co., San Francisco, Calif.
Tubbs Cordage Co., Seattle, Wash.
Great Western Cordage Co., Orange, Calif.
Wall Rope Works, Inc., New York, N. Y., and Beverly, N. J.
Whitlock Cordage Co., New York, and Jersey City, N. J.

Senator MALONE. The next witness is Ralph Lazrus, president, Ben-
rus Watch Co.

Mrs. SPRINGER. He has submitted his written statement for the
record in lieu of appearing.

Senator MALONE. Where is his statement?
Mrs. SPRINGER. Here is a copy.
Senator MALONE. Did Mr. Sinkler, president of the Hamilton

Watch Co. submit a written statement also?
Mrs. SPRINGER. That's right.
Senator MALONE. As I understand this statement of Mr. Lazrus,

the president of the Benrus Watch Co., the statement is that he is
for the extension of the act because he represents American companies
that import and assemble watches and he is for the manufacture abroad
of these parts of watches that they import and assemble here because
these parts can be manufactured cheaper in Switzerland than in this
country.

I only regret that I did not have an op)ortmity to question Mr.
Lazrus, but his statement dated March 11, 19)5, has heen accepted for
the record.

(Mr. Lazrus statement appears on p. 1065.)
Senator MALONE. I understand from Mr. Arthur B. Sinkler's testi-

mony or statement, president of the Hamilton Watch Co. before the
Senate Finance Committee regarding H. R. 1, March 11, 1955, and he
ends by saying, "I do not see how the program can be administered
more favorably to foreign countries or to importers if the interests of
the American people are to be preserved and that was that the watch
industry was recognized as important to national defense and the
tariff rate was adjusted. If this good is to be ignored and the United
States is to be assailed for this type of administration, then our trade
agreements program is doomed to failure."

(Statement of Mr. Sinkler appears on p. 1082.)
Senator MALONE. Now, Mr. Bernard Weitzer, national legislative

director of Jewish War Veterans of the United States of America.
You have a statement; you may proceed in any way you see fit.
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STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE
DIRECTOR, JEWISH WAR VETERANS OF THE UNITED STATES OP
AMERICA

Mr. WEITZER. The best way I could proceed is simply to read the
statement. As you see it is quite brief.

Senator MALONE. Go ahead. You have been very patient today. I
have observed you sitting there all day.

Mr. WEITZER. On behalf of the Jewish War Veterans of the United
States of America, I am happy to express appreciation for this oppor-
tunity to present to your important committee, our views on the Trade
Agreements Extension Act which you are considering.

I am testifying before you in favor of this legislation by virtue of
the following resolution:

Whereas the continuation of the cold war has intensified the effects of the
disruption of world trade brought on by World War II, thus increasing the eco-
nomic problems and difficulties in nations friendly to our country, and

Whereas these problems and difficulties will take many years for solution even
though a reasonable accommodation may be reached in the cold war; and

Whereas sucn countries and ours are agreed that trade not aid should sup-
plant as rapidly ais p possible the grants-in-aid which have been made under the
mutual security program; and

Whereas sales of the products and produce of our friendly world neighbors
will provide them with the dollars to pay for the products and agricultural com-
modities which they must import from us and which we are eager to export: Now,
therefore, be it

Resolved, That the Jewish War Veterans of the United States of America in
59th Annual National Convention assembled in Richmond, Va., October 13-17,
1954, urge a 3-year extension of the Reciprocal Trade Agreement Act in a form
which will make it easy to intensify activities under that act; and be it further

Resolved, That offshore procurement be expanded in every way possible so that
friendly nations may earn the dollars which will decrease the need for loans
and grants and make aid by trade a reality.

I am pleased that the key members of the President's Cabinet have
appeared before you and testified in terms which strongly support the
resolution I have just read.

While I am mindful that these Cabinet members are like all men
not infallible, they are men who have had broad experience with the
problems of commerce, economics, and foreign trade.

Furthermore, they are the very men whom the members of this
committee along with the other Members of the Senate confirmed for
membership in the President's Cabinet.

You have stamped them as patriotic men of integrity and ability.
I am proud to find our organization in harmony with such a goodly

company on this subject, Extension of the Reciprocal Trade Agree-
ments Act.

As a war veterans organization, the Jewish War Veterans of the
United States of America are now in their 60th year, the oldest active
war veterans organization in the country, our major interest in this
legislation is the national interest. The defense and security of our
country.

The national interest is advanced by foreign trade, which brings
to us, numerous materials, essential to our defense and which are
unavailable or in limited supply in our own country.

The money we pay for these products and others which can be mar-
keted in our country under the concessions of the reciprocal trade
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ageements, becomes the means of paying for the goods we export to
those countries and others.

We thereby strengthen our economy which is the basic foundation
of our defense capacity.

Likewise, each of the countries with which we make these agree-
ments is strengthened by its ability to sell to us and to buy the things
it needs.

That added strength helps them to resist the terrorism, beguilement,
subversion and infiltration which the Communist regimes in Russia
and its satellites are continuously directing at all the countries in the
world.

The cost of adequate military defense can be met only when a coun-
try's economy is thriving. I believe it is clear that the countries we
help to strengthen through this Trade Agreements Act will be better
able to defend themselves against possible aggression by Soviet Russia
and its satellites. As a consequence, our ownburden under the mutual
security pact will be lightened and we may be justified in further re-
trenchments in our defense appropriations.

Our national policy is to deter aggression. That is why we maintain
the growth of our armed forces and encourage our allies to do like-
wise.

To the extent that we are successful in deterring aggression, we can
hope to avoid war.

Military strength, alone, is not enough. The added economic
strength which the reciprocal trade agreements provide for ourselves
and for the countries friendly to us, are an important element in deter-
ring aggression. Success in our policy to prevent war will save hun-
dreds of billions of dollars and untold thousands of deaths and casual-
ties. In that perspective, the complaints about reciprocal trade agree-
inents seem puny.

Surely, we have the skill to take care of the justifiable complaints
without jeopardy to the defense and the security of our country.

That is aside from the fact that the peril-point provision practically
ties the hands of our negotiators in any situation which may endanger
a particular industry. In addition, should the Tariff Commission
prove to have been mistaken in setting the peril point, there is an
adequate safeguard in the escape-clause procedure.

Just as one illustration of the complaints made in these hearings, I
would like to have you include in the record of your hearings, an item
from the New York Times of March 9 dealing with the report of the
American Zinc Institute for February.

The caption is "Zinc Production Rose in February-Auto and Elec-
tric Appliance Industries' Demand Sends Shipments to 7-Year High."

From the body of the article, I quote two short paragraphs:
The American Zinc Institute reported yesterday that shipments in February

amounted to 99,964 tons. That compared with 93,202 tons the previous month
and was the highest delivery figure on the institute's records since the 129,046
tons reported for October 1947.

The shipments reported for that month more than 7 years ago, however, were
not comparable because they reflected a change in the status of zinc held by a
Government buying agency.

Some market authorities said last month's shipments probably represented an
industry record.

59884-55-pt. 2- 39
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I hope your committee will recommend a minimum 3-year extension
of the act in the form passed by the House.

Senator MALONE. Thank you for your statement.
I think from your point of view you have made a very good witness.
I would like to ask you a couple of questions. What do you mean

by cold war?
Mr. WEITZER. What is going on, it seems to me, in many parts of

the world today.
Senator MALONE. What is it?
Mr. WEITZER. That is a threat of aggression, subversion by some

of the Soviet agents or Communist agents in various parts of the
world trying to undermine the civilian governments, trying to in-
filtrate those governments with their agents so they will be an easy
prey, and to that end they welcome any degree of economic weakness
which they see in any part of the world that tend to progress in that
direction.

Senator MALONE. Are you aware that all of the European countries
are trading with Russia and the Iron Curtain countries and Com-
munist China almost without stint?

Mr. WEITZER. As I understand it, they are trading only in those
products which are not supposed to be war products or war potential
products.

Senator MALONE. We have been in two of these wars and for your
information all of the material in which they are trading is war mate-
rial when you are getting ready for war.

We are trading in steel, ball bearings, engines, everything they
need to fight a war with us. During the Korean war these materials
were going from the satellite countries and Russia into Korea. Two-
thirds of the kids who were shot in Korea were shot by these materials,
paid for by their American fathers.

Mr. WEITZER. That is not a cold war.
That was a hot war.
Senator MALONE. Do you think anybody is fighting a cold war but

us when we are the only ones who are supposedly not trading with the
very nation most apt to fight a war with us. Is that a cold war?

Mr. WEIT7ER. Senator, as I see it, we are faced with a very difficult
problem. If these countries have had their channels of trade and
markets destroyed, the normal channels of trade that existed prior to
World War II, to the extent that they were normal in face of what
Germany was doing, have been taken away from them.

They have no markets that they can use in a sense unless we open
our markets completely to them.

Senator MALONE. That is what you are in favor of ?
Mr. WEITZER. What is that?
Senator MALONE. You are in favor of opening your markets to

them?
Mr. WEITZER. Yes.
Senator MALONE. I think that is a very clear statement of your

position.
Mr. WEITZER. Through the activities of the act.
Senator MALONE. In other words you want to trade the method laid

down in the 1930 Tariff Act of fair and reasonable competition, for a
situation in which we try to divide our markets with foreign countries
regardless of any effect it might have in this country?
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Mr. WEITZER. I would say that the act provides for a very careful
consideration of the effects that it might have on various industries.

Senator MALONE. Then let us put it another way: From a policy of
fair and reasonable competition we changed over to give one man-
some say it is the Cabinet, some say it is the President, but the laws
say the President-authority to take into consideration any of the
various factors for meshing the economic factors of agriculture, min-
ing and industry; also he can take into consideration any political situ-
ation that might occur in Europe, in deciding whether or not you
lower the duty. You are for that?

Mr. WETZER. I think we have to look at it from the standpoint of
the defense of this country. We take men when they are needed and
put them into battle and I think that is perfectly fair. As a veteran I
think that the method we have used through selective service when
there weren't sufficient volunteers to maintain the Armed Forces to the
extent that we felt was needed, have worked effectively.

I think you must feel the defense of this country can be strengthened
by preventing or attempting to prevent to the degree that it is posible,
the overcoming of the people whom we might count upon in case of
attack. To strengthen them, I think, strengthens the defense of our
country.

Senator MALONE. You have every confidence that India and those
nations will come to our defense when the time comes?

Mr. WEITZER. Yes. In a degree. I don't mean to say that we will
have every one of those countries unless there is an all-out attack by
Russia.

I think if there is an all-out attack by Russia we will have them.
I don't say that we will have them right now in Formosa. As a

matter of fact, just looking over the story in the Daily News yesterday
by Jim Lucas it looks to us as if we have enough stuff over there right
now to take care of that situation.

If that should turn into an all-out war, I believe that the countries
of the world that value freedom, value their independence, want to
retain their sovereignty, will want to fight communism.

Senator MALONE. Do you have any idea how long it would take
Russia to subdue Europe if an all-out war were started?

Mr. WEITZER. I suppose anybody could make any kind of a guess or
estimate.

I have seen estimates from 48 hours to 2 months.
Senator MALONE. I don't make estimates but the military strategists

do and they believe the time would be short. You got into the zinc
business here I noticed.

Do you have any idea how much the production of zinc has dropped
in the last few years as a result of this very policy?

Mr. WEITZER. I don't know what you mean by the last few years.
Senator MALONE. I do and I will explain it to you.
Mr. WErr ER. This item referred to the highest shipments since

1947.
Senator MALONE. We produced about two-thirds of the zinc con-

sumed in this country. We are producing about a third now.
It is decreasing every day on account of our foreign trade policy.
They are operating at a loss in the hope that Congress will change

the trade policy. Probably 50 percent of the miners, zinc miners and
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lead miners are on the street. If this act is continued probably 90 per-
cent of them will be on the street within a very short time because
there will be no hope and these mines will be closed down.

You have as much right to your opinion as anyone but I thought
I would tell you the facts as far as zinc production is concerned.

Do you think or do you know that under any amendment that has
been proposed here except to make the President's decision subject
to approval by Congress or make the Tariff Commission's action under
the escape clause or peril point applications mandatory, do you know
that the President's decision, whether it is made by the State Depart-
ment or somebody else, is final in ant case?

Mr. WEITZEn. That is right. I think that is proper.
Senator MALONE. I just wanted to get the record straight. You

mentioned a dollar shortage. Americans have that same dollar short-
age to buy American products which occurs when they spend more
than they buy. But a nation has another way of creating a dollar
shortage and that is by fixing a price in dollars on its currency above
the market price so no one will pay it.

So that is two methods by which they have a dollar shortage. They
coined that phrase "dollar shortage" to sell us on the theory that
we must support their people and pay their taxes. They sold us on
that slogan, just as they sold us on the phrase "reciprocal trade,"
which has never occurred in any act that Congress has passed but
which we have mouthed for 21 years. A London banker invented
that just like "trade not aid" was invented in the same place by Butler,
Chancellor of the Exchequer of England.

They keep feeding us slogans and catchwords and we live on them.
So a dollar shortage was the greatest hoax ever sold to this country;

when you try to buy more than your current earning power you have
a dollar shortage or if a nation fixes a price on its money in dollars
hi gher than the market price they have a dollar shortage.

There also is GATT-spelling it with one t would be more nearly
what it means, because it really is a "oat" held at the head of Amer-
ican workingmen and businessmen. GATT meets in Geneva.

No one knows how they operate. They are there with 30 or 35
nations with our markets in the pot and are proceeding to divide them.
They are there waiting like a cat at a rathole to proceed with a fur-
ther division, if we extend this Act.

Mr. WEITZER. I am quite satisfied with that arrangement if it
achieves the end result that we are in favor of.

Senator MALONE. Do you think it is getting the end result by shut-
inm our own industries down?

SIr. WEITZER. I don't know to what extent industries have shut
down. When I testified before the House I made a breakdown of the
efforts made to get application of the escape clause. I found since
the escape clause has been in effect that there had been only 59
complaints.

Unfortunately I did not copy the names of the industries-
Senator MALONE. That is all right.
Mr. WE1TZER. Out of those 59 applications the Tariff Commission

turned 44 of them down ; that is, practically 3 out of 4.
Senator MALONE. HIow many did the President turn down?
Mr. WAEITZER. Fifteen recommendations were made to the President.

In only five cases did the President decide to invoke the escape clause.

1232



TRADE AGREEMENTS EXTENSION 1233

Three times it was President Truman and twice it was President
Eisenhower.

In 10 cases the President declined to invoke the escape clause.
Twice it was President Truman who was involved and eight times

it was President Eisenhower who declined to accept the recommenda-
tions of the Tariff Commission.

None of these industries struck me as embracing any large number
of people. I didn't have the time to dig into all the census fgures and
find out the exact number of people that were involved.

I don't know to what extent any of those people' might have been
trained or what opportunities might have been developed for those
people to get jobs but I do know that one way or another, we are sell-
ing $15 billion worth of stuff around the world.

I happen to be a farmer aside from this work-I have a 50-cow
dairy farm out here-so I read the agricultural magazines a little bit
and I know the farmers are looking for a market and I think it is very
important that we try to help defend that market by offering the
workers of Europe in these countries that are friendly to us the op-
portunity to ship their goods here.

Senator MALONE. I get your point perfectly. You believe there
should be a shifting in industry and whenever there is an industry
at a place that can be reduced, even if it will throw them out of work,
you are in favor of that?

Mr. WEITZER. I am not in favor of throwing them out of work.
Senator MALONE. You kiow that that is what they are doing.
Mr. WEITZER. This has puzzled me all day long as I sat here. I

heard Colonel Rockwell. I know a good deal about his companies.
Senator MALONE. Is there anything wrong with his companies?
Mr. WEITZER. Not at all. They are well-managed companies, as

well managed as any in America.
Senator MALONE. He said he doesn't have to run them here, he can

take them abroad.
Mr. WEITZER. I know lie is still running them in this country and

is making more money than ever.
Senator MALONE. He said they had lost business and they can in-

crease their business by going to foreign countries and that is what
he intends to do.

Mr. WEITZER. In the face of the operation of the act and despite
the fact that this may have caused some unemployment, we are em-
ploying more people than ever before in this country.

Senator MALONE. There are quite a few more people in the United
States now than there were 20 years ago.

Mr. WEITZER. Certainly the population is growing by leaps and
bounds.

Senator MALONE. But you are in favor of determining the duty on
tariff upon the criteria of foreign political and economic factors-
making friends and influencing people.

.Mr. WEITZER. I am not talking about foreign nations. I am talk-
ing about the United States, Senator.

Senator MALONE. What I am saying is, and you must understand
it because you are down here with a written statement, that the Presi-
dent of the United States or the State Department, whoever does the
manipulating through these so-called trade agreements may consider
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these problems in Europe and, if through such adjustments we could
wet down some of these nations and make them more satisfied for a
while you can reduce a duty on any industry in this Nation for that
reason.

Mr. WEITZER. As I understand it, this present act limits the reduc-
tion to not more than 15 percent over the next 3 years.

Senator MALONE. An additional 15 percent?
Mr. WEITZER. Yes.
Senator MALONE. After the 50 percent and 25 percent, the 75 per-

cent and then the inflation cutting it in half to start with?
Mr. WEITZER. That is right.
Senator MALONE. That is quite a substantial reduction.
Mr. WEITZER. Any of these actions that increase our defense power

I think are justified when that is the judgement of the President after
considering the facts presented to him by the Tariff Commission and
I just pointed out to you that 3 times out of 4 in 59 cases over a period
of years the Tariff Commission found no merit.

enator MALONE. Three times out of fifteen?
Mr. WEITZER. Three times out of four, I say, a Tariff Commission

turned complaints down.
Senator MALONE. And then 10 times out of 15 the President turned

them down?
Mr. WEITZEE. Five times two Presidents support them. I can't

conceive of the President of the United States after getting this in-
formation from the Tariff Commission and getting further advice
regarding the many problems that are involved and particularly the
defense of our country, I can't imagine the President of this country
deliberately undermining employment in this country unless it was
essential to the defense of the United States.

Senator MALONE. The President does not do it deliberately but no
human mind and no group of men can envisage the measuring of the
economy of one nation, let alone 60 nations. The Constitution does
not trust anybody. It pointedly separates the regulation of foreign
commerce (trade) and regulation of foreign policy.

Mr. WEITZER. Yes sir.
Senator MALONE. bO you want the President to judge what should

be done for the good of the whole world instead of having it on the
basis of fair and reasonable competition with the only criterion laid
down by Congress to protect the investor and the workingman,
through setting the principle of fair and reasonable competition be-
tween this Nation and the chief competitive nation.

Are you in favor of allowing one man a free hand in regulating
foreign commerce? .

Mr. WEITZER. With one exception in the way you worded your
question, sir.

I say I am willing to leave it to the President to decide what will
help the defense of the United States in relationship to these nations,
not what is going to help another country.

Senator MALONE. The Constitution of the United States does not
leave it to the President. Neither did Franklin, Washington, or
Jefferson advocate leaving it to one man.

Mr. WEITZER. Simply to strengthen our defenses-
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Senator MALONE. It doesn't say that in the act or in the Constitu-
tion of the United States.

Mr. WEITZER. That is the only basis on which he can act so as to
strengthen their economy.

Senator MALONE. Yes* that is true, the whole 1930 Trade Agree-
ments Act was to strengthen our economy.

Mr. WEITZER. Strengthen their economy to strengthen their ability
to fight the beguilement, the terrorism, and the subversion the Com-
munist enemy is firing at them all the time just as if they were bullets
almost. You know that. I know what an opponent you are to
communism.

Senator MALONE. That is what our tariff act was for-to strengthen
our economy. They are doing that in this country. But if we now
weaken it and go down economically, we could very well wake up
having the government we are afraid of.

Mr. WEITZER. In the face of this act our population has grown.
They are living better than they ever did.

Senator MALONE. They are living off the fat-the Nation itself.
Mr. WEITZER. They are creating their own fat.
Senator MALONE. We are creating a greater debt.
Mr. WEITZER. They certainly are; our national product is increasing.
Senator MALONE. We are in more debt here today.
Mr. WEITZER. I don't know whether you give adherence at all to

some of these prognostications that have been made by some of these
economists regarding what the total population will be 10 or 15 or
20 years from now and what the total national production will be but
certainly if we look at what has happened in the last 10 years we
know that the national production has increased.

Senator MALONE. We know our national debt has increased when
we owe more money today, if we add the States' debts and United
States' debts, than the taxable valuation of the United States prop-
erty. If you think that is making money you have a very funny
approach.

Mr. WEITZER. We are living better than we ever did. I go out to
my farm and see shacks with televisions and antennas along the road
there. They have been there for 2 or 3 years and they must have
paid off the bill if they bought them on time, which they probably did.

Senator MALONE. You know how you are selling your farm prod-
ucts abroad; don't you?

Mr. WEITZER. A lot has been sold as a consequence of grants-in-aid.
Senator MALONE. A lot has been sold or has been given away, or

we sell it at the world price and the taxpayers make up the difference
between the support price and the world price.

Mr. WEITZER. And we are getting paid roughly now in dollars, in
products that we can use to our advantage to the extent of about $4
out of every 5 that we sell them.

Senator MALONE. You are getting paid in zinc, you are getting paid
in textiles.

You are getting paid in crockery, you are getting paid in the things
that you can manufacture here and when the work has been trans-
ferred to foreign nations then our boys are going to lose their jobs.

I want to ask you one more question and we will close it up.
Just to keep the record straight, you are in favor of the principle,

changed from a basis of fair and reasonable competition in the regu-
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lation of foreign trade to the principle of transferring the constitu..
tional responsibility of Congress to the Executive who can take in

additional factors such as the entire national economy and that of

foreign countries.
You are in favor of the change in the principle?
Mr. WEITZER. In the first place I am not a lawyer.
Senator MALONE. It is not necessary, comimonsense will do it.
Mr. WEITZER. So we are even on that score.
Senator MALONE. We can use commonsense.
Mr. WEITZER. To the extent that you say that is not the constitu.

tional prerogative of the President.
Senator MALONE. It is not the constitutional prerogative of the

President to set duties or to regulate foreign commerce (trade).
Mr. WEITZER. The Congress for 25 years almost now, or 20 years

now the act has been in effect, I don't know what-
Senator MALONE. There is suit in the courts now to test the constitu-

tionality of the act.
Mr. WEITZEr. Oh, it is in the courts now.
Senator MALONE. Yes.
Mr. WEITZER. They waited twenty-odd years to get there.
Senator MALONE. I was not in the Congress at that time. This is

one of the reasons I came to Congress. You are breaking the business,
out in the country.

New York and Washington are two of the most dangerous towns to
the United States of America. They can only see across major oceans
for one economic world.

Mr. WEITZEE. I am shocked to hear that because I was born and
brought up in New York and I live now on the outskirts of Washing-
ton but I have traveled all over the United States and all over the
world at various times on business.

Senator MALONE. So have I.
Mr. WEITZEE. Your opinion may be right. I would hate to think

that my birthplace and my living place are sources of danger to the
welfare of the United States.

Senator MALONE. They built those office buildings so high in New
York city that when you look out of the windows in the offices you can
see Africa and Europe and Asia much easier than you can see these
little States west of the Hudson River, and in trading under this very
act for 21 years our producing industries have been traded for a bunch
of waterfront brokers who take an override on everything that goes
through the ports of about 5 to 10 percent and produce nothing.

It is a very fine business for a few if you can get it and will sup-
port it.

Mr. WEITZER. I think what is happening is that the farmers of
Kansas and Iowa and the other Midwestern areas are certainly consid-
ered under this act and helped by this Reciprocal Trade Agreements
Act.

Senator MALONE. I don't think they are helped at all because it is
the taxpayers of America that are making up the difference between
the world price and the support price.

How could you lose? I am not against price supports. I voted for
them.

I think we have to do something to keep the balance. But I think
we have to relieve the taxpayers once in a while too.
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You're not selling this stuff over there. You are giving it away.
Mr. WEITZER. That is simply from the way you look at it.
Senator MALONE. Correct, but when we have to set a tax rate so

that 50 percent of it comes out of the taxpayers' pockets you would
not think that is a real solution of our problem; would you?

Mr. WEITZER. I would not say it is a permanent solution by a long
shot but we are in a situation where under the stress of war, the farm-
ers of this country went to work and produced the greatest food crops
that the world ever saw and they practically fed the whole world.

Senator MALONE. And have increased them ever since.
Mr. WEITZE. Now we are faced with a situation where our farmers

would go broke in spite of the fact that I think he is the smartest
farmer and most efficient farmer there is in the world, if we did not
have some kind of a support price.

Senator MALONE. We all voted for the act. But it is not the solu-
tion for it and you know it as well as I do when you say that this act
has helped the farmer.

Mr. WEITZF. I am talking about the Reciprocal Trade Agreements
Act.

Senator MALONE. Where do you get the words "reciprocal trade
agreements"?

Mr. WEITZER. That is what it is called.
Seantor MALONE. Bv whom?
Mr. WEITZER. Isn't it known by that title?
Senator MALONE. It is of course not reciprocal trade. You can't

find the two words in the title and you can't find it in the act. That
is what the London bankers called it in 1934 or thereabouts just like
Mr. Butler coined "Trade not aid" in your statement.

I think you used it. I doubt whether you know where it came from.
Mr. WEITZER. I heard many of them say that at the Press Club.
Senator MALONE. Then you adopted it immediately? We have

lived by those slogans coined by London bankers and European
diplomats for 21 years.

Isn't it time we coined one of our own? Let this act expire-get
back to the Tariff Commission-let them adjust the duty or tariff on
the basis of fair and reasonable competition.

Mr. WEITZER. I always thought the slogan was an American prod-
uct. One of our best, too.

Senator MALONE. You have mouthed them for 21 years "dollar
shortage," "reciprocal trade."

Still we mouth them here and our taxpayers make up the difference.
Mr. WEITZER. Most of us are descendents of people that came from

Europe.
Senator MALONE. Of course we ate. I am too. Why did they leave

the old countries? Because they couldn't make a living there then
and they cannot now.

Mr. WEITZER. That is right. In spite of that Reciprocal Trade
Agreement Act we are making the best living we ever did today.

Senator MALONE. 'We are living off the fat, we have the greatest
national debt our country has ever had.

Mr. WEITZER. I don't think we can say a country producing at an
annual rate of $300 billion-

Senator MALONE. More than that.
59884-55-pt. 2-40
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Mr. WEITZER. Is living off its fat. It is coming off the sweat of
men's brows and muscles every day in the week every week in the
year.

Senator MALONE. Of course.
If you had business, a business that owed more than you could sell

the business for, you would not think the business was in very good
shape, would you?

Mr. WEITZER. The United States is not for sale but if it were I
think it would be the greatest investment in the world.

Senator MALONE. In the first place no one could raise the money to
buy it. If you add debt of the 48 States to the $275 billion of national
debt, it is greater than the taxable property valuation in the United
States of America.

And they are pounding at the door every year for a raise in the
national debt limit. The past year was no exception.

We are just as bad as the past administration who were always
pounding at the door to raise it.

I am very glad you appeared before this committee.
Mr. WEITZER. Thank you for staying so late.
Senator MALONE. You have a theory here that is very interesting

and I want to thank you on behalf of the committee for being so
patient because we are building a record that I hope people will read,

Thank you.
We will adjourn until 10 o'clock Monday morning.
(By direction of the chainnan, the following letter is made a part

of the record:)
DEPARTMENT OF WATER AND POWER,

CITY OF Los ANGELES,
Los Angeles, Calif., March 25, 1955.

Re Importation of Crude Oil and Residual Fuel Oil.
Mr. NORTnCUTT ELY,

Tower Building, Washington, D. C.
DFAR MR. ELy: The tremendous increase in kilowatt-hours furnished to popula-

tion and industry by the public utilities, both publicly and privately owned, is
largely being met by increased consumption of fuel. In the West this is principally
from residual fuel oil. Accordingly it is to otr interest not to place limita-
tions upon the importation of foreign crude oil and residual fuel oils.

Oil is a nonreplenishable resource. While it is true that discoveries of new
olifields have kept ahead of oil consumption, still the available supplies are
finally limited to what nature has placed underground. Accordingly, it would
appear contrary to longtime interests of the Nation to prevent the importation
of crude oil and residual fuel oils, the consumption of which in this country
will extend the available local supplies.

I believe we should watch this legislation and do what we can to liberalize
the importations.

Sincerely,
SAMUEL B. MORRIS,

General Manager and Chief Engineer.
(Whereupon at 8: 40 p. m. the hearing was recessed to reconvene

at 10 a. in., Monday, March 14, 1955.)
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MONDAY, MARCH 14, 1955

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met, pursuant to recess, at 10 a. in., in room 312,

Senate Office Building, Senator Harry Flood Byrd (chairman) pre-
siding.

Present: Senators Byrd (chairman), George, Kerr, Frear, Long,
Smathers, Barkley, Millikin, Martin, Williams, Flanders, MalonA.
Carlson, and Bennett.

Also present: Elizabeth B. Springer, chief clerk.
The CHAIRMAN. The committee will come to order.
The witness this morning is the Secretary of State, Mr. Dulles.
I want to announce to tie committee that Mr. Dulles has to be at

the White House at 12 o'clock, and will have to leave the committee
room at 11: 45.

Mr. Secretary, will you proceed, please.

STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF STATE

Secretary DULLES. Mr. Chairman, I appear before your committee
to express my conviction that the Trade Agreements Act should be
extended for 3 years by the enactment of H. R. 1.

I do not appear as an expert on tariff matters. I depend on others to
advise me as to the intricacies of this highly technical field. I do feel
able, on my own responsibility, to inform you as to the bearing of
the pending legislation upon the international situation.

H. R. 1 would continue a policy which was inaugurated many years
ago. The heart of that policy is recognition that our foreign trade
is a matter of international concern and that accordingly a limited
discretion to deal with tariffs should be given the President as the
person who, knowing both domestic and international factors, can best
judge what will serve the welfare of our Nation.

Under this policy, the United States has prospered and our eco-
nomic ties with friendly countries have been greatly strengthened.
Our commercial exports and imports have risen to an alltime high.

Today, trade with the United States is vital to the economic well-
being of most of the free nations, and especially to our allies.

If the United States were now to abandon the policy which has so
well served our own country and others, the international repercus-
sions would be major and their consequences would be grave.

The strategy of international communism is to divide the free na-
tions, so that they can be taken over piecemeal. As against that strat-
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egy, the United States has espoused the policy of collective security.
We have sought to develop a spirit of partnership as between the free
nations, so that each will strengthen the other and provide a cohesion
which can withstand assaults from without and within.

The collective security we seek depends partially upon collective
military measures. However, the menace is as much from subversion
as from open armed attack, and in any event military arrangements
are never dependable unless they rest on a foundation of economic
health and mutual respect.

Our concern for the good health and the respect of other free peoples
is most of all represented by our trade policies. These are far more
significant than our so-called aid policies. Thus, our Trade Agree-
ments Act is not a mere piece of technical domestic legislation. It is
a symbol of worldwide importance. The Trade Agreements Act
symbolizes a willingness of the world's greatest economic unit to follow
a self-interest that is enlightened by a decent regard for others whose
destiny has become inevitably interlocked with our own.

I do not believe that any Member of Congress judges the danger
from international communism to be past or, indeed, to be lessened.
There was virtual unanimity in the Congress when it recently recog-
nized that the threat from Communist China was so grave that it had
become appropriate to authorize the President to employ the Armed
Forces of the United States in the Formosa area.

Within the Soviet Union, the decision has been taken to deny the
people the consumers' goods they badly need, in order that priority
should be given to war industries.

Both in Europe and in Asia international Communist leadership
expresses itself in a manner that is increasingly threatening. It is
seeking with renewed intensity to press issues which could divide the
free nations.

I returned last week from Asia encouraged by the determination
of our Asian friends to remain free. But also I returned vividly
conscious of the massive malevolence represented by Chinese com-
munism and its determination to extend its domination until it is
stopped by superior force backed by a resolute will.

The need for allied unity remains great and the strains placed on
that unity are severe. Under all the circumstances, I deem it of the
utmost importance that the United States should continue the present
trade agreements policy which takes account of our international
relations.

It is understandable that there is, in the Congress, some reluctance
to delegate to the President a discretion, the use of which might affect
adversely certain particular business activities. I was myself a Senator
long enough to appreciate the reasons for such concern. Each Senator
and each Representative properly knows, and is sensitive to, business
and employment conditions within his particular State or district.

But it is not possible for every Senator and Representative, or for
the Tariff Commission, to know with intimacy the international impli-
cations of our trade policies. Oftentimes, indeed, these implications
are so delicate that they cannot be publicly discussed without endanger -

ing the security interests of the United States.
One man, and one man alone, is so situated as to have the complete,

overall picture. He is the President of the United States. He com-
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pretends both the domestic and international aspects of the problem.
If the President is not entrusted with discretion within tle closely
prescribed limits contemplated by LI. R. 1, then that means that the
tariff policy of the United States will be operated without due regard
to international considerations. That will inevitably endanger our
Nation.

I am well aware of the fact that in this situation the Department of
State plays an unpopular role. Each department concerned with
foreign trade has a duty to advise with respect to the aspects falling
within its particular jurisdiction. That leaves it to the State Depart-
inent to advise with reference to the international factors that are
involved.

We would all feel happy if the international situation were such
that international factors could safely be ignored and if the United
States could prudently act with exclusive regard to domestic factors.

Even if that happy situation existed, it could, nevertheless, be pow-
erfully argued that the Trade Agreements Act should be extended,
because it promotes essential exports of agricultural and manufac-
tured goods and consequent gainful employment. However, others
are more competent than I to present that case. My responsibility is
to advise you that, quite apart from domestic considerations, major
international factors are involved.

Someone must have the duty of presenting this aspect of the mat-
ter. It is not a pleasurable duty. But it is a duty which has to be
performed lest, inadvertently the United States should take action
which will lead if into grave peril.

It is in performance of that duty that I urge extension of the Trade
Agreements Act by enactment of H. R. 1.

The CHAIRMAN. Thank you very much, Mr. Secretary.
Senator George, do you have any questions?
Senator GEORGE. No, I have no questions.
The CH.IMAx. Senator Millikin?
Senator MILLIKIN. Mr. Secretary, for several years we have ex-

tended the Trade Agreements Act for a year or two, never for 3 years,
at least in the last few years, because we wanted to have before us-
and I think I voice the sentiment of the committee-we wanted GATT
before us and we wanted it considerably revised because it sets up
an international organization which has considerable control over
our tariff policy which some of us think, belongs to the Congress under
the Constitution.

What is going to be done about GATT, may I ask?
Secretary DULLES, GATT has been the subject of extensive negoti-

ations, which have taken place over, I think, approximately a 4-month
period at Geneva. As a result of these negotiations GATT has been
divided into two parts: One, the so-called organizational provisions
and the other, the trade rules and practices, which are pursuant to
and designed to enable the successful carrying out of negotiations
which may take place under, for example, H. R. 1, if it is made law.

The organizational provisions of GATT will be brouoht back here
to the Congress for its approval.

Senator MILLIKIN. May I ask-there is some difference of opinion
as to what is meant by organizational provisions-what do you mean
by "organizational provisions"?
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Secretary DULLES. The provisions which provide as to how the or-
ganization to administer GATT should be established, who shall be
represented there, how the representatives will function; in other
words, from the standpoint of the operation of the mechanics of the
trade organization itself.

Senator MILLIKIN. Is it intended to give each member of the organi-
zation one vote?

Secretary DULLES. I believe so.
Senator MILLIKIN. Is it intended to give the organization control

over quota matters and over changes in rates that may seem feasible
and desirable? There are a dozen changes that I think you are quite
familiar with, because I believe you were in the Senate when we made
the change in the reciprocal trade law.

Secretary DULES. Right.
I said as to each nation having a single vote, there is no power on

the part of any one nation or group of nations to impose its views
upon any other nation. The trade operation procedures, as I under-
stand it, are those which are made pursuant to our law, the present
Trade Agreements Act, and any renewal that is made and designed to
enable the tariff arrangements to be made effective and to avoid their
being evaded by technical devices which would, in effect, nullify the
advantages we would hope to gain from the standpoint of reciprocity
in relation to working out trade agreements.

Senator MILLIKIN. I don't believe there has been any objection
around here to advisory and consultative functions of GATT, but there
was considerable objection to putting in what a number of us think
are matters peculiarly within the province of the Congress or within
our own constitutional processes-making them subject to the judg-
ment of all the foreign nations and subject to one-vote rule by each
nation.

Secretary DULLES. I would think that that was objectionable, but I
don't understand that will be done.

Senator MILLIKIN. You understand that will be corrected?
Secretary DurLEs. Yes, sir.
Senator MILLIKIN. When will we get that new GATT?
Secretary DULLES. It will be published in about 2 weeks-the 22d.
Senator MILLIKI N. The 22d of this month?
Secretary DULLs. Yes.
Senator MILLIKI1 . Will it come to the Congress then?
Secretary DULLES. Yes.
Senator MILLIKIN. For approval?
Secretary IDULLES. The texts of the agreements will be available

soon for congressional study; approval of membership in the organi-
zation will be requested at an early date.

Senator MILLIKIN. Can you give us any kind of an outline as to how
you are proceeding on that? I keep hearing confusing reports that
you are building one organization on top of an other. I don't know
what that means.

Secretary DULLES. No. I am afraid I cannot enlighten you about
that. I am bound to say that GATT is an extremely complicated busi-
ness, I find. The negotiations were concluded while I was out of the
country, and I have not had time to familiarize myself with them in
detail, but I do know that the final result, for example, is regarded as
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quite satisfactory by the Government departments that are involved,
some of which are, of course, primarily concerned with our internal
affairs rather than external affairs.

For example, we did have great difficulty in obtaining a general
acceptance of the so-called waiver under section 22 of the Agricultural
Act, but we did obtain that, so that we are now in a position where theyhave all agreed that it is entirely proper for us to impose restrictions
upon the importation into this country of agricultural goods which
are the subject of sustaining programs by the United States Govern-
ment.

That was an extremely difficult negotiation, and the acceptance ofthat waiver was given very reluctantly. However, I think it is anexercise of good will and faith in the United States by some countries
who objected to it very strongly.

I believe the interests of the United States are fully protected bythe GATT arrangement, but I don't profess to be an expert on all the
provisions of GATT, which are somewhat intricate.

Senator MILLImxe. I want to add a word of friendly advice. Incommittee, while differing in some matters, we all seemed to beunanimous on the point that there were a number of things in GATT,which you call of an organizational nature, which I am quite surethe majority, if not all of the members, of the committee, felt thattoo much authority was delegated to GATT, more than could con-stitutionally be delegated, and we will take a very close look at itwhen it comes here, and the judgment on the whole problem is
affected somewhat by what we do about GATT.

Many of us think that GATT contains the heart provisions of ITO,which was proposed at one time and which was abandoned because of
the objection to it in Congress. Without going into all the details-I have written you on the subject and written your assistants, specify-
ing the things that were objected to-I am just repeating that ifGATT should come along here similar to the present GATT, or merelymultiplying the difficulties of the present GATT, I believe there would
be some objections to it, and I say that has some relation to the wholeproblem of reciprocal trade and was the direct reason why we did not
feel like extending the reciprocal trade system for 3 years as we had
on prior occasions, and as was recommended.

We thought we had a right to look at this basic document whichaffects all of our reciprocal trade agreements and approve it before
we gave blind acceptance to it.

Secretary DULLES. It was the view of the Executive that Congressdid have a right to look at that and, for the first time, the organiza-
tional provisions will be submitted to the Congress.

Senator MILLIKrI. I am delighted that they are coming here, andI hope the objections on that which were bothering this committee,against which this committee put several caveats into its report, are
taken care of.

Secretary DULLES. Yes.
The CHAIRMAN. Do you have more questions?
Senator MILLIKIN. No.
The CHAIRMAN. Senator Kerr?
Senator KERR. Mr. Secretary, what do you conceive to be the funda-

mental justification for this legislation ?
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Secretary DULLES. The fundamental justification for this legisla-
tion, in my opinion, is this fact:

International trade has become, what you might call, the lifeblood
of the anti-Communist coalition. You could not safely put obstacles
in the flow of trade without judging whether it is going to create a clot
which might be fatal to the life of that coalition. The only person that
I know of who was able to form a balanced judgment as to the factors
involved, the balance of the domestic versus international considera-
tions, is the President of the United States, and I believe that it is
essential that he should have a limited, but appreciable, measure of
discretionary authority to deal with the flow of what I call the life-
blood of the allied coalition.

Senator KERR. First, I want you to know, and I want it in the rec-
ord, that I favor the principle of reciprocal trade, but I am wondering
if, in your judgment, this legislation is primarily a function of re gu-
lating trade with other nations and levying excises and imposts, or if
it is fundamentally a vehicle to improve the relations between this and
other nations.

Secretary DULLES. I believe that under present world conditions it
does serve very largely as a vehicle for obtaining good relations be-
tween the free world countries. That is the reason I put that emphasis
on it, in my own statement.

Senator KERR. You are one of the great constitutional lawyers in
the country. Is it your judgment that the regulation of trade with
other nations and the levying of imposts on tariffs is exclusively a
function of the Congress or is it exclusively a function of the Execu-
tive, or is it in part a function of both?

Secretary DULLES. It is, to some extent, a function of both in the
sense that the action it deals with in the form of law requires the con-
currence of the President, unless it is overriden by veto. It is pri-
marily a function of the Congress, but it is a function, in my opinion,
where the Congress can, within prescribed limits and for defined pur-
poses, delegate a limited responsibility to the President.

In other words, from a constitutional standpoint I do not have any
doubt but what the degree of delegation which is contained in this
pending legislation and in the preceding legislation is constitutional.
Even conceding, which I do, that the responsibility is primarily that
of the Congress, that does not mean that the Congress cannot, if it
sees fit, give a limited and defined delegation to another person, such
as the President.

Senator KERR. Do you think its greatest value is in the field of
promoting trade and commerce with other nations from a commercial
standpoint, or in the field of promoting more friendly relations with
other nations?

Secretary DULLES. W ell, the two things are closely connected, sir.
Senator KERR. Yes, but in view of the fact that the Constitution

makes this exclusively a function of the Congress, and foreign rela-
tions exclusively a function of the Executive, the intermingling of the
two functions must not depart from that fundamental foundation;
should it?

Secretary DULLES. Vhile it may have been the original conception
of the authors of our Constitution that, as you now put it, foreign
affairs is exclusively a function of the President and that the levying
of duties is exclusively a function of the Congress.
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Senator KERR. And the regulation of foreign commerce.
Secretary DULLES. The regulation of foreign commerce is exclusive-

ly a function of the Congress.
Experience has demonstrated that that sharp division cannot be

maintained. It is no longer, in fact, an exclusive function of the
President to conduct foreign relations. I have been down, so far,
since I have been Secretary of State, approximately a hundred times
dealing with various aspects of foreign relations. I wouldn't be
down here a hundred times I can assure you, if the conduct of foreign
relations was exclusively a Yunction of the President.

Senator KERR. Have you been down, Mr. Secretary, to get foreign
relations policies fixed or to get means with which to carry out the
foreign relations policies which the Executive fixes?

Secretary DULLES. Both.
Senator KERR. What foreign relations policy has the Congress

fixed
Secretary DULLES. What foreign relations policy has Congress

fixed?
Senator KERR. Yes.
Secretary DULLES. Let's take the foreign policy which was reflected

in Public Law 4, which was passed a few weeks ago. That is a major,
almost unprecedented, measure of foreign policy.

Senator KERR. What was that act?
Secretary DULLES. Public Law 4?
Senator IKERR. Yes.
Secretary DULLES. That was the law which authorized the President

of the United States to employ the Armed Forces of the United States
in defense of Formosa and the Pescadores and related areas, as he
deemed it appropriate for the defense of Formosa and the Pecadores.

Senator KERR. Didn't that just arm him to carry out decisions
which he himself exclusively was to make, and before it was passed by
the Congress didn't he make the announcement, and wasn't it read
on the Senate floor by the Chairman of the Foreign Relations Com-
mittee, that decisions under that program would be made exclusively
by him?

Secretary DULLES. That action was recommended to Congress only
after there had been prior consultations between the Executive and
the congressional leaders.

Senator KERR. Is the answer to my question "yes" or "no?"
Secretary DULLES. Well, I am sorry, I would have to ask the re-

porter to read the question again before I can answer it yes or no.
Would you please read the question?
(Question read.)
Secretary DULLES. I am sorry, I cannot answer that by a yes or no,

p artly because I do not know whether the chairman of the Foreign
relations Committee, who is present here, made that statement or not.

I am not sufficiently familiar with the record.
Senator KERR. Are you familiar enough that the President made

an announcement that was given to the. press before that act was
acted on by the Senate that any decision to use those Armed Forces
under that law would be made exclusively by the President and none
other?
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Secretary DULLES. The President said that if the Congress, by Pub-
lic Law 4, gave him the responsibility he would exercise it himself and
would not delegate it.

Senator KERR. Did it give him the responsibility, Mr. Secretary, or
did it give him the power to use the Armed Forces?

Secretary DULLES. It gave him the power to use the Armed Forces,
if he judged it necessary or appropriate, for the purposes defined in
the law.

Senator KERR. Did he announce that if that act were passed he, and
he alone,would make that decision?

Secretary DULLES. He made the announcement that if Congress
gave him that responsibility, he would exercise it personally.

Senator KERR. Now, Mr. Secretary, let's not you and I get into an
argument about words.

Do you think the Congress gave him that responsibility, or do you
think the Congress gave him military power with which to carry out
a responsibility which the Constitution had placed on him?

Secretary DULLES. The President could not and would not have
taken that responsibility unless it had the concurrence of the Con-
gress.

I think you must know, Mr. Senator, that it is the fact today that in
the complications of the world you cannot have a sharp division of
responsibility where the Executive, without regard to the Congress,
carries on, and where the Congress without regard to the Executive,
carries on, in matters that relate to foreign relations. There is the
most intimate contact all the time between the President and the Con-
gress, particularly through the Foreign Relations and the Foreign Af-
fairs Committees, with relation to foreign policy, and that is a tre-
mendous factor in influencing the President in making up his mind as
to what the foreign policy is to be that he will pursue. Otherwise, this
Nation would be getting into a very great disaster.

It would be a disaster, in my opinion, if the Congress felt it could
deal exclusively with matters relating to the foreign trade and com-
merce of the United States without regard to the international aspects
of the matter. Again, we would be in a very grave difficulty.

Senator KERR. I think the Congress should give consideration to
foreign relations, but there is no doubt in my mind, either what is in
the Constitution or what is in your mind as to what is in the Constitu-
tion, and that that is that our power is vested exclusively in the Con-
gress, and that the carrying on of the foreign relations is vested in the
Executive.

But here is the question I would like to ask you now:
Don't you think it is possible if the President has too much power

in the matter of giving or denying advantages to other nations in the
field of tariff and imposts and foreign commerce, that it might be em-
barrassing to him in his discharging his responsibilities in connection
with our relations with other nations?

Secretary DULLES. If you said that if he had too much power, it
would be a mistake, I would, of course, agree.

Senator KERR. I said if he had too much power, it might embarrass
him.

Secretray DULLES. The question, of course, is, "What is too much?"
I do not think the amount of power that is delegated by II. R. I would
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embarrass him at all. On the, contrary, lack of that power would em-
barrass him very greatly.

Senator KERR. Suppose that one of the countries with whom we
have great mutual interest in the matter of mutual defense, that is
pretty sound as a basis on which to establish an international alliance
or relationship.

Secretary DULLES. That alone, no.
Senator KEmR. It is a pretty substantial basis, isn't it? If England

and the United States have a common enemy, isn't that of some influ-
ence in drawing them together to act on a common ground for the
common objective of the preservation or survival of both of them?

Secretary DULLES. Very substantial?
Senator KERR. Some slight significance-would you admit that?
Secretary DULLES. Yes; I covered that in my opening statement,

where I said that the military security arrangements of a collective
nature are, of course, extremely important, but they are not depend-
able unlesS there is also the ability of the different countries to survive
economically.

Senator KERR. You think if they have a common interest in sur-
vival; do you know of any stronger cohesive element than that?

Secretary DULLES. The major factor in survival is to be able to exist
I suppose. One can die, as well through starvation, as he can through
an atomic bomb.

Senator KERR. I will agree with that. The major interest in sur-
viving is to be able to continue to exist. Isn't that consideration as
compelling to an Englishman as to an American?

Secretary DULLES. That is right.
I also point out that you can fail to survive as a result of economic

conditions as well as you can of war conditions.
Senator KERR. You presume it is?
Secretary DULLES. Yes.
Senator KERR. But it is a different field of danger, though, isn't it?
Secretary DULLES. It may be a little more painful and long drawn

out to starve to death than it is to be killed by an atomic bomb, yes.
Senator KERR. You don't think that they are identical considera-

tions, do you, Mr. Secretary?
Secretary DULLES. They certainly interplay, yes. If a nation can-

not survive economically through proper relations between the free
nations, almost inevitably it will try to make the best terms it can with
the enemy.

Senator KERR. Hasn't the British Commonwealth of nations sur-
vived under the trade agreements we have had?

Secretary DULLES. Yes. That is the reason I want them to continue.
Senator KERR. Is that the reason you want the President to have the

power to give them additional concessions, other than those which
have resulted in their vigorous rehabilitation and improvement?

Secretary DULLES. The principal purpose is to have a flexibility in
the situation, because trade conditions are constantly fluctuating.
What served 10 years ago or 20 years ago may not serve next year.

Furthermore, we have had extremely grave troubles incident to the
economic future of Japan, and the problem of accommodating the
free world to the economic survival of Japan as a member of the free
world raises very grave questions, indeed. It is extremely important
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to be able to have a flexibility and discretion in the President to meet
with that type of problem which is recurrent.

Senator KERR. Does England have a balanced governmental budget
today and a comfortable surplus?

Secretary DULLES. I think so, yes; approximately so.
Senator KERR. Aren't there a number of other European nations

who also have?
Secretary DULLES. I might say the British balance of trade, how-

ever, has turned adversely recently and is causing very considerable
concern.

Senator KERR. Well, we haven't yet achieved a balanced budget,
have we?

Secretary DULLES. No; but we have a balance in our international
payments.

Senator KERR. Have what?
Secretary DULLES. A balance in our international payments.
Senator KERR. But I am talking about the economy of our country

producing enough revenue for the Government to balance its budget.
Secretary DULLES. But a nation situated as the United Kingdom

is cannot survive just on a balanced budget. It has to have imports,
and to have imports they have to have foreign exchange. You can
have a most perfectly balanced budget in the world in the United
Kingdom, and still have the British people die of starvation. The
balanced budget doesn't keep them alive. They can keep alive on the
food and raw materials they import.

Senator KERR. If we are to be effective in the long run as the
strongest of the allies against communism, isn't our ability to do so
going to depend just as much on our own economy as it does on the
economy of our allies?

Secretary DULLES. Yes, it depends on both.
Senator KERR. Since the primary responsibility is upon us, isn't it

just as compelling a consideration to maintain the health and vitality
of our economy as it is to do what we can to develop theirs?

Secretary DULLES. Certainly.
Senator KERR. You are aware of the fact that a very considerable

number of American industries are slowly being forced out of business,
aren't you, Mr. Secretary, by reason of imports and foreign competition
taking this market here in the United States?

Secretary DULLES. I am not aware of any substantial sections of
industry that are being forced to the wall by foreign competition.

Senator KERR. Whether they are substantial percentages of the
whole economy or not, if they are being forced out of business, it is
just as painful to the individuals involved as though they were a
substantial percentage of the entire economy, isn't it?

Secretary DULLES. The whole theory of the American economy has
always been a competitive economy.

Senator KERR. Competitive within itself or with the rest of the
world?

Secretary DULLES. Both.
Senator KERR. Do you think
Secretary DULLES. It is just as painful, I would suppose, tobe

forced out of business by domestic competition as it is by foreign
competition.
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Senator KERR. But if you are able to survive domestic competition
and then destroyed by foreign competition, it is just as fatal as though
it had been by domestic competition, isn't it?

Secretary DULLES. That is right.
Senator KERR. You are aware over the last few years imports, for

instance, of lead and zinc, have increased to the degree that today over
half of the lead and zinc consumed in this country is imported into it,
aren't you, Mr. Secretary?

Secretary DULLES. I would accept that. I don't know, myself, the
precise figures.

Senator KERR. And that the percentage of the total domestic con-
sumption coming from foreign sources continues to increase, and in
spite of the fact that consumption today is at an all-time peacetime
high, three-fourths of the mines in this country are shut down, or more.
Did you know that?

Secretary DULLES. I know that the imports are not increasing at
the present time. I think that is correct. I checked on that recently,
and was informed that the imports were not increasing and, indeed,
had substantially decreased from most of the countries, and the net
balance there has shown a decrease.

Senator KERR. Would you be surprised that the leaders of that in-
dustry had given contrary testimony before this coninittee within the
week?

Secretary DULLES. Yes. I would be surprise(].
Senator KERR. This other point: Do you think that the develop-

ment of this prograii is beneficial when it results ill American coi-
panies, in part or in completely, abandoning doinestic production and
seeking supplies in foreign countries where both the materials sought
are far cheaper and labor is, say, 10 to 15 percent what it costs them
here, and developing the source of supply there from which the Amer-
ican companies bring into this country supplies for domestic consump-
tion, which eliminate domestic production? Do you think that we
should have a law on the books that results in that kind of a develop-
ment?

Secretary DULLES. I would certainly not favor legislation which
would prevent that kind of development. The strength today not only
of the United States but of the United States and our friends is due to
the fact that just such developments have taken place historically.
How was the United States developed? Largely by foreign capital
that came here to the United States and developed it. How was Can-
ada developed? Largely by American capital that went there and
developed it.

Senator KERR. That is a wonderful point. Suppose America had
been developed by foreign capital instead of American owners borrow-
ing foreign capital, do you think it is as beneficial for Americans to
come in and develop their resources and own them as it would be for
the nationals to develop them and trade with us? If you are looking
at it strictly from the standpoint of strengthening your allies-

Secretary DULLES. I am a little confused as to what your question is.
Senator KERR. Let's say there is an American copper company or

an American lead and zinc company that goes into another country,
like Mexico or Canada, or Africa, and gets a large concession and
produces great quantities of those minerals and brings them in here
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to this country and sells them. Is that as beneficial as development for
those countries as it would be for those countries themselves, or their
own nationals, their own citizens, their own industries, to develop
those resources and sell them to the United States? Which would
make the greater contribution to the health and vitality and economic
welfare of those friendly countries?

Secretary DULLES. If they had the resources to do it themselves, of
course, it would be better if they did it themselves, but in many cases
they do not have the resources.

Senator KERR. What do you mean by the resources?
Secretary DULLES. Money.
Senator KERR. Well, if we helped develop by Americans borrowing

foreign capital, wouldn't it be of the same pattern if those countries
have resources to borrow American capital and develop them over
there?

Secretary DULLES. I thought your question was: Would it be better
if they did it with their own resources.

Senator KERR. The question I was asking you is this: Which would
be more beneficial and more strengthening to those countries, to devel-
op their own resources if they were able, if it will help you answer the
question, or to have their resources developed and owned by Amer-
icans who take the output and bring it to America.

Secretary DULLES. It is more advantageous to them if they have
the resources to do it themselves.

Senator KR. If they have everything but the money, if we want
to do it on an effective basis, wouldn't it be wise for us to arrange credit
for them, rather than to develop a program, the principal result of
which, in certain fields of endeavor, are for American companies to
go over there and develop the resources, and then compete with other
American companies or their own production here, and put American
industry in America out of business?

Secretary DULLES. It isn't a question of putting American business
out of business because the same process is putting other American
companies into business. In other words, when the foreign goods
come in, it is true they compete with certain segments of American
industry; it is also true that they set up a purchasing power which
very largely benefits the United States. So it is not possible to gen-
eralize and just look at one-half of the transaction and conclude that
it is bad, without taking into account the other half, which demon-
states that it is good.

Senator KERR. Don't you know when an American lead and zinc
company goes into Mexico and gets a lease, they don't leave more than
5 or 10 percent of the income of that mine in Mexico? They bring
it here.

Secretary DULLES. Yes, I suppose they do.
Senator KERR. Well, is that better for the United States than it

is to have a hundred percent of that same amount of production paid
for here ?

Secretary DULLES. Well, it is not as good for the mine and zinc
people, no. It may be better for the automobile and other people.

Senator KERR. Do you subscribe to the theory that what is good
for America has to be good for American industry, or do you think
that what is good for American industrialists, regardless of where it
is, has to be good for America?
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Secretary DULLES. I believe that whatever produces greater
economic activity, better employment, gainful wages, is good for the
United States, and oftentimes foreign trade does that.

Senator KERR. And something which has forced three-quarters of
the American lead and zinc miners into unemployment isn't good for
them, is it?

Secretary DULLES. No, it is not good for them.
Senator KERR. That has been the result of this program.
The same thing is true of glass workers. I would say that half the

glass workers in Oklahoma are out of employment because of the
importation of foreign products.

Secretary DULLES. Have you ever calculated, Senator, how many
are in employment for that same reason?

Senator KERR. I cannot figure out what Americans have gotten jobs
in lieu of those lead and zinc miners that are out of work. Can you
tell me where they are?

Secretary DULLES. There are approximately $12 billion of exports
at the present time going out of the United States. That employs
a very large segment of American industry and American agriculture.
Would you like to cut that off, and do you think America would then
prosper?

Senator KERR. No. But since you have brought that up, I think,
in fairness to the committee, you should detail it and show what part
of it is the result of this program.

Secretary DULLES. It doesn't take a great deal of detail, I think,
to demonstrate that countries cannot get $12 billion to buy American
goods with unless America does some importing.

Senator KERR. All right. I think that it would be well for you
to advise the committee about American imports, and what part of
it is of products that we do produce and what part is products we do
not produce. We are going to buy as much coffee from foreign coun-
tries and pay for it in American dollars, let's say, without this pro-
gram, and I am not against this program on the right basis. I want
that understood.

What I want to see happen and what I believe you agree to in princi-
ple, is that this program be developed in such a way as to benefit
our friends without destroying segments of our own economy.

Secretary DULLES. I agree. I say that the way to do that is to give
a limited discretionary power to the President, who is the only person
I know of who can adequately take into account both sides of the
picture.

Senator KERR. I am not right sure that he is the only human being
in the world, or in this country, that has that much sense. I would
question that. I think he is a great man.

Secretary DULLES. I am not talking about any individual President,
Senator. I am talking about the fact that the Presidency is the one
position and the only position which adequately carries with it a full
knowledge of foreign relations and also a full knowledge of domestic
relations. As I said in my opening statement, I do not know of any
agency in government, whether it be Congress or the Tariff Commis-
sion, who is adequately informed about the foreign relations of the
United States, which today is a matter of extreme delicacy.

Senator KERR. Is there any reason he couldn't give the Congress
the benefit of his knowledge that he has that they don't have in order
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to enable them more wisely and officially to carry out that function
which the Constitution exclusively p laces on them?

Secretary DULLES. There are o ten reasons, as I have pointed out.
Oftentimes these matters are of such delicacy that they cannot be
publicly discussed.

Senator KERR. Then I would say you had better change the Con-
stitution, because so far as I know, for good or bad, we more or less
have the obligation to operate under that authorization.

Secretary DULLES. I thought you said earlier that you thought the
President has exclusive responsibility for forgein relations.

Senator KERR. Yes; under the Constitution.
Secretary DULLES. Now you say that every Member of Congress

shares that responsibility.
Senator KERR. I did not. I said before you do that you would have

to change the Constitution or ignore that, and I don't believe you, a
man of your regard for basic law, would recommend that.

Secretary DULLES. I don't believe that this law which has remained
on the books for 21 years unchallenged is unconstitutional ; if that is
your point.

Senator KERR. I was not talking about the constitutionality of the
act, I was talking about the constitutional responsibility, either to
meet the obligations of the Congress in the matter of regulation of
foreign trade and the President in the matter of foreign affairs, or
surrender the responsibility and authority in the Constitution.

If you care to, I would like for you to answer the question I asked
you awhile ago. If you don't think it possible that the President in
carrying out his relations with other nations with reference to the
mutual military security might not be embarrassed if Congress gives
him the authority to be exceedingly generous in the matter of trade
concessions and relations.

Secretary DULLES. I think he would be extremely embarrassed if
he did not have the degree of discretion which is embodied in H. R. 1.

Senator KERR. My own judgment is that if he has to have the
authority provided in the Constitution for both the executive and
the legislative in order to carry out the responsibility placed upon
him by the Constitution, then we are either going to have to change
the Constitution or fix it so he gets better help to do his job.

The CHAIRMAN. Senator Martin?
Senator MARTIN. Mr. Chairman.
Mr. Secretary, we have heard much discussion from various sources

about the President modifying the trade agreement concession on
watches. I feel it would clear the air considerably if you would
answer some questions about it.

In this case the Tariff Commission found injury and the President
modified the concession. At the same time, it was pointed out that
the preservation of the skills of the watchmakers was considered
essential to our national security. They are the men who could work
in our precision industry factories. Since that time we have had a
veritable flood of testimony from one industry after another that has
been devoted largely to proving that each one in turn was essential
to the national security. In talking to some of these representatives,
the point has been brought out that they feel that they must qualify
as essential; otherwise the President would not grant them relief.
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I can see how the inference might have been drawn, because the
President did make the point of the necessity for maintaining a watch-
making industry for our national defense. Nevertheless, the Tariff
Commission found injury and the President withdrew the concession.

Will you please clear up that matter for the sake of the many in-
dustries which are not able to get under the essential for national
security tent? Do you believe from the information that you have
that the President would have given the relief to the watch industry,
regardless of the fact that they are an essential industry for war
protection?

Secretary DULLES. I wouldn't feel able to read the President's mind
in that particular case, but I would answer to your question by saying
that I do not understand that it is necessary that an industry qualify
as being essential to get the benefit of the escape clause.

Senator MARTIN. That is my own understanding but, Mr. Secretary,
in my own office I have so many inquiries relative to it. Is it neces-
sary in order to qualify to be an essential defense industry? I felt
it would be very helpful to have your position. I think your
answer is entirely satisfactory, that it isn't necessary, that in the
watch industry, while that was a point in favor of making the conces-
sion, that wasn't the necessary thing, that it probably would have
been done even if it hadn't been an essential defense industry.

Secretary DULLES. I agree entirely with your analysis of the case,
without attempting to predict what the President would have done.
When you are making a decision you marshal generally all the facts
you can to support that particular decision. I suspect the decision
might have been much the same had some of those facts not been
present.

Senator MARTIN. Mr. Chairman, to save time, I won't ask any fur-
ther questions.

The CHAIRMAN. Senator Frear?
Senator FREAR.. No questions.
The CHAIRMAN. Senator Flanders?
Senator FLANDERS. Mr. Secretary, there are 2 or 3 questions I would

like to ask which will clear my own mind.
First, am I correct in my understanding that the extension of the

act makes no difference with respect to agreements now in force; that
agreements in force still stay in force?

Secretary DULLES. That is my understanding.
Senator FLANDERS. And the extension of the act is for the purpose

of making it possible to extend the coverage of the act to other articles
of commerce in foreign trade?

Secretary DULLES. Yes, sir.
Senator FLANDERS. The next question is : I would like to understand

a little bit better the place of GATT in this thing. Do I understand,
first, that the ITO is no more?

Secretary DULLES. Yes, sir.
Senator FLANDERS. GATT is the only international organization

which is concerned in H. R. 1, now before us? Is this the relation-
ship of GATT to the international trade-agreement procedure, that
it negotiates or comes to an agreement with other nations as to new
areas in which the international agreements may be, to which it may
be extended, that it has no authority to extend them, but that it rec-
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ommends to the President that they be extended in these new areas
Is that the position of GATT? What is its authority?

Secretary DULLES. I do not understand that GATT has any au.
thority at all. GATT is an organization where representatives of
some thirty-odd countries subscribe to certain, what you might call,
good business principles, and it provides primarily a forum or a place
for carrying on multilateral negotiations, if you want to carry on
multilateral negotiations. You don't have to carry on multilateral
negotiations or go through GATT at all. You can have a bilateral
negotiation. If you want to have a multilateral negotiation, GATT
provides a convenient background and forum for conducting those
negotiations. It has no authority to impose its will.

Senator FLANDERS. Does it, in fact, negotiate bilateral, multilateral,
or overall negotiations on matters of trade, and what becomes of them!

Secretary DULLES. GATT itself is not an entity which carries on
negotiations. Only the national governments carry on negotiations.
They carry them on in the environment, under the auspices of this
group which has been formed by the nations coming together.

Senator FLANDERS. Is GATT just simply a forum which exists for
the sake of discussion, and to which activity ends with discussion?

Secretary DULLES. Essentially that. It is a little bit more in that
it provides certain principles of what you might call good interna-
tional conduct, which are subscribed to and which enable these re-
ciprocal trade agreements and tariff agreements, and so forth, to be
carried out in good faith and without evasion, and things of that sort.

Senator FLANDERS. Are they subscribed to just simply as personal
subscriptions of the membersof GATT, or does any authority what-
soever go with the subscription to these principles?

Secretary DULLES. I don't understand any authority goes at all,
except as they are embodied in actual agreements negotiated under,
let us say, H. R. 1 or the present trade-agreements law.

Senator FLANDERS. So that nothing that comes out of GATT be-
comes a binding international agreement by the fact that GATT has
agreed to it?

Secretary DULLES. No, sir.
Senator FLANDERS. That clears up that matter; at least, I hope it

clears it up. But still, would it not be true that anything-
Secretary DULLES. I hope I am right in my answers. I would re-

serve the right to check with my experts, because GATT is a pretty
complicated affair.

Senator FLANDERS. Should you find that you are wrong, will you
notify us?

Secretary DULLES. I will, indeed.
Senator FLANDERS. Thank you.'
One of the things that has come out of these hearings is what looks,

on the face of it, like an impossibility for the textile industry to main-
tain itself over very large areas of its operations, to maintain itself
in this country as against foreign competition. We may have had
the case too strongly presented. I am using the textile industry as
an example. There are others, such as glass and crockery and other
such industries.

I mention the textile industry because it is the big one. I also have
a feeling of sympathy for the little ones to which, it seems to me, the
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legal doctrine of de minimis ought to be applied, yet in my experience
with certain little one-industry villages in Vermont, it looks as if
bureaucrats are always hopping around for something to busy them-
selves with.

I suggest the application of the principle of de minimis to some
of these things, but the textile industry doesn't come under that cate-
gory represented by de minimis. It is a major thing.

Would you feel it is to the interests of this country, in view of the
desirability of expanding trade in general, in view of the desirability
of making business profitable and raising the standard of living and
affecting the stability of our allies, to bring about a major crisis in
a major industry?

Secretary DULLES. I would say no in answer to that question. In
answering your question that way, I don't necessarily assume the facts
because I don't know about the facts in any particular case.

That is the job of the Tariff Commission, primarily, to point out;
also other departments of Government have a responsibility. I am
not familiar with the facts as to whether, in fact, the textile industry
would be so threatened.

Broadly speaking, I would certainly agree with you that unless the
international considerations were more compelling than I would judge
them to be in relation to textiles, that action should not be taken which
would seriously devastate a great industry like textiles.

Senator FLANDERS. Now, using textiles as an example, does there
not appear another principle analogous to that of the consideration
of national defense, but still having a little different slant, and that
principle is, perhaps, this: that in a world in which peace is not
assured, we have to consider the disruption of important industries
which would have to be painfully reestablished with the communica-
tions of the world disrupted by warfare?

Do you conceive that to be a consideration that we would have to
keep in mind ?

Secretary DULLES. Yes, sir.
Senator FLANDERS. That would be a principle that would apply,

for instance, to textiles?
Secretary DULLES. Yes, sir.
Senator FLANDERS. I am using textiles as an example because, on

the face of it, some very good testimony has been brought before us
in connection with that. The textile industry feels it is threatened by
European competition-England, more severely, labor rates in Italy,
and most strongly from Japan.

Now, the question of Japanese competition which the textile industry
feels to be critical in its own cases, comes up in a great many things.
I think you would be the best man in the world to make this inquiry
of, and you have recently come from the scene of activity to which
the inquiry was addressed.

What is the desirability, what is the possibility of reestablishing
the commercial relations of Japan as being primarily with the eastern
and southeastern Asiatic countries, particularly those which are food-
surplus countries and without developed industries? What is the
possibility of making possible that exchange of manufactured goods
for food, which would give an outlet for Japanese manufactures and
commerce which would not be so dangerous for our own industry as
the present situation seems to imply?
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What I am speaking about is a revival under peacetime conditions
of the greater Asian coprosperity sphere, which is a mouth-filling
term and which seems, perhaps, to have been economically sound.

In other words, can we get Japan off our necks and find her an area
of activity which will be useful to all concerned?

Secretary DULLES. I think that that can be done, Senator, and that
im a matter which is concerning the United States very much.

That was one of the purposes of the trip which Mr. Stassen re-
cently took, from which he just returned yesterday, or today. I gave
some concern, myself, to that in my recent trip to southeast Asia.

I believe that the future of Japan lies primarily in an exchange of
its industrial products for the food and raw materials of the coun-
tries of southeast Asia and south Asia. There are peoples there who
need the type of goods which Japan produces, the relatively cheap
type of goods, and it is the type of goods which is not particularly
wanted or desirable in the United States market.

On the other hand, those countries do have surpluses of rice and
in Indonesia there is oil. and there is in the area tin and rubber, a
certain amount of iron ore, for example, in Malaya, and I believe
that there is where lies the economic future of Japan rather than prin-
cipally upon trade with the United States.

In Vietnam, where I was 10 days ago, I was discussing the practical
aspects of that problem with General Collins, who is there as the
President's representative. Today, that state is getting dollar aid
from the United States. In the past, that was given to the French
Government who. in turn, gave it to them in French francs.

Under those conditions, the Government of Vietnam was only able
to buy in France. Now that they have dollars, they are planning to
buy on a competitive world-market basis, and it seems likely the
Japanese, for the first time, will be able to do a substantial amount of
trading in that part of the world.

I discussed with General Collins the desirability of promoting that
because it is in the interest of the whole Far-Eastern situation to find
a suitable market for Japan, and sources of food and raw materials
for Japan in the natural area of Asia.

Senator FLANDERS. Thank you, Mr. Secretary.
I will just close by making this remark: I am expecting to vote for

H. R. 1. My present inclination would be to confine it to 2 years, with-
out prejudice to the possibility that the President may stay in office
longer than that, but I expect'to present on the floor a memorandum
of what seemed to me to be some of the dangers and some of
the opportunities in the present line of administration with which
the act has been supported.

Secretary DULLES. Thank you, sir.
Senator TLLIKIN. Mr. Chairman, would the Senator yield to me

for just a moment?
Senator FLANDERS. Yes, sir.
Senator MILTKIN. I would like to ask the Secretary: Does he be-

lieve in the provisions of the Trade Agreement Act which state that
there should be no serious injury to domestic industry?

Secretary DITLLES. I don't know that one could take that as an abso-
bite criterion. Certainly it is a very important one.

,enator MTT,LTKTN. The law says that. That is what the law says.
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Secretary DULLES. You asked, I thought, my opinion as to whether
you could take as an absolute criterion the rule that there should be no
imports if they involve injury to American industry. I wouldn't be
able to agree with that.

Senator FLANDERS. Excuse me.
Senator MILLIKIN. Yes, sir.
Senator FLANDERS. Mr. Chairman, that leads me to ask another

question, or to make another observation.
I know that there is testimony here to the effect that the advantages

of the trade which are supposed to be served by H. R. 1 and the whole
history of the reciprocal trade agreements in general, is based on the
idea of relative advantages in manufacture, and the advantages that
we get will come from lower prices for some imported goods as com-
pared with domestic prices for imported goods, and that it is assumed
that the advantages to the country as a whole will come from an in-
creased export business made possible by that purchase of cheaper
goods from abroad.

So it seems to me the theory assumes that some American industries
will be hurt. That is the way it looks to me, and I offer that observa-
tion to the senior Senator from Colorado.

Senator MILLIKIN. Most respectfully, I offer the observation that
there is no such exception in the law. The law contains a provision
that there shall be no injury or threat of serious injury to a domestic
industry.

Senator FLANDERS. Then it seems to me logically, irrefutably, that
the law as at present written and as we expect to extend it, does not
lend itself to accepted economic theory as to the advantages of a freer
foreign trade.

Senator MILLrKIN. Whether it does that or not, I am just talking
about what is in the law.

I thought the Secretary agreed to that when we wrote it in the law.
lie was quite active at the time. I thought he agreed to the provision
in the law.

Senator FLANDERS. I am just saying that the law does not agree
with the principles for which it is now being supported in certain im-
portant quarters.

Senator MILLIKIN. I would not attempt to support all of the pro-
visions of the law as being consistent. I am driving to the simple
point: Shall we adhere or not adhere to the provisions of the law
which are very clearly set forth, I think, that there shall not be threat
of serious injury to domestic industry through imports, and if the
Secretary does not agree with that interpretation, I would like to
have him comment on it.

May I read the provision from the law. I am reading from section
6 (a) of the existing law:

No reduction in any rate of duty or binding of any existing customs or excise
treatment or other concessions hereafter proclaimed under section 30 of the
Tariff Act of 1930, as amended, shall be permitted to continue in effect when the
product on which the concession has been granted is, as a result, in whole or in
part, of the duty or other customs treatment reflecting such concession being
imported into the United States in such increased quantities, either actual or
relative, as to cause or threaten serious injury to the domestic industry pro-
ducing like or directly competitive products.

I don't know of any exception to that provision. The provision
itself seems very clear to me.
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Secretary DULLES. That is the so-called escape clause you are read-
ing there?

Senator MILLIKIN. Yes, that is both with regard to the making of
peril points and invoking the escape clause.

Secretary DULLES. I would agree with that. Perhaps I misunder-
stood your earlier question, which was, Could we operate this law with-
out any injury to American industry? I don't believe we can oper-
ate the law without some injury to some American industries.

Senator MILLIKIN. Then I would like to ask the second question:
Do you agree there is authority in the act to trade away an Ameri-

can payroll to serve an international purpose, if it causes injury to
that American payroll?

Secretary DULLES. Conceivably so; yes. We do a lot of other
things, sir, which do great injury to American people, to serve an
international purpose.

We send a lot of people to be killed, which is a lot worse than going
off a payroll.

Senator MILLIKIN. That is not in this law, nor is the exception to
which you are referring one which gives you considerable leeway in
this law. I think that is the heart of the criticism of this law, that
it is believed that we can injure American producers if, for some inter-
national purposes, it will better our foreign relations, or we think it
will better our foreign relations, and I wonder what the authority for
that attitude is.

Secretary DuLIES. It is my understanding that the so-called escape
clause is not designed to protect from injury every particular element
in American industry. I believe that there has been some question
about amending it so as to make it read that way.

But as now interpreted, I do not understand that it means that you
cannot either reduce the duty or maintain a reduced duty if it has any
injury whatsoever to any element of American industry.

Senator MILLIKIN. The law says-it refers to goods being imported
into the United States in such increased quantities, either actual or
relative, as to cause or threaten serious injury to the domestic indus-
try producing like or directly competitive products.

Secretary DULLES. I think that is interpreted, sir-I am not a great
expert on these matters-to mean injury to an industry as a whole and
not necessarily injury to every particular concern in that business.

Senator MILLIKIN. I think the result of that, Mr. Secretary, is that
if you are a small fellow making one product and are injured, it might
apply to him, but if you are a large fellow making several products,
making money on the whole, it might not apply to that part of his
business because he is making money on the whole business. Do you
follow that line of reasoning?

Secretary DULLES. I do recognize that the competition, whether it is
domestic or foreign, does injury, and it injures, first, the weaker and
less economical units in an industry.

Senator MILLIKIN. Yes.
Secretary DULLES. That is just a law of economic life. I don't be-

lieve we can get away from it.
Senator MILLIKIN. Coming back to the main thing, if you have a

large business, with several departments, one of the departments is
losing money through imports and the rest are not losing money, or
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making money, let us say, the industry, on the whole, is profitable;
should we deny relief where that set of facts is shown?

I think you will appreciate that might cause discrimination between
the little fellow who is in one line of business, which is definitely com-
parable to the same line of business conducted by the big fellow which
is being hurt also, but is less painful because, on the whole, the big
fellow's operations are profitable.

Secretary DULLES. I think those are matters which, when you have
the international factors involved, should be to an extent within the
discretion of the President's judgment.

Senator MILLIKIN. That, you think, is proper for the discretion of
the President?

Secretary DULLES. Yes.
I do riot think you can have imports without some damage, and if

your rule is that you will not have imports or tariff reductions or sus-
tain them if there is any damage to anybody, then I think it becomes
automatically unworkable.

Senator MILLIKIN. I invite the Secretary's attention to the fact that
the law doesn't say that.

Secretary DULLES. I may be wrong in my interpretation of the law.
All I can say is if the law means what the Senator suggests that it
means, then I am quite sure that the President will carry it out, because
the President is the most law-abiding person I know of.

Senator MILLIKIN. That raises a question: What does the law say?
The law says that no business shall be injured, and I assume the Presi-
dent will carry out the provisions of the law.

Assuming that an industry would be seriously injured by imports,
should the injury be allowed to occur if there exists an international
relations problem where the United States might be injured as a
whole, if the importations were not permitted? Do you believe that
under such circumstances an injury could be imposed upon an
industry?

Secretary DULLES. I don't think it is possible to answer those ques-
tions in terms of generalizations. It depends upon the degree of in-
jury, whether it is serious injury, whether it is minor injury, whether
it affects industry as a whole or only minor segments of an industry,
and how compelling are the international reasons which call for the
action.

If these things are all to be considered, they are all part of a whole
which has to be balanced, and I do not believe they can adequately be
balanced except by someone like the President who is in a central posi-
tion to respond both to the domestic and international aspects of the
program.

Senator MILLIKIN. Let's assume a case. Let's assume that an
industry, generally speaking, is being seriously injured.

Do you believe that under some international circumstances the in-
jury shall be allowed to take place?

Secretary DuLLEs. I do not believe that under those circumstances,
that under the law, the President would have discretion to commit the
serious injury to an industry, as a whole.

Senator VILLIKIN. I mean a particular industry in a particular line
of business.

Secretary DULLES. Yes.

1259



1260 TRADE AGREEMENTS EXTENSION

If there was an industry as a whole-let's take the textile industry,
if you want, and if a serious injury were being done to that textile in-
dustry, I think it would be very difficult for the President not to take
action, unless very strong reasons of public policy were present.

If there was a minor injury, or if it only related to small segments of
the industry, then I think the law does not prohibit the action.

Senator MILLIKIN. That is the same as saying that you can have
great injury to a part of an industry, but if you don't injure the whole
industry, there shall be no recourse to the injury test.

Secretary DULLES. Well, again, it is a question of balance and ap-
praising the degree of injury that is involved, and I don't think you
can do that as an abstract proposition. You have to consider it in the
light of the findings of the Tariff Commission and the Department of
Commerce.

Senator MILLIKIN. That kind of flexibility is not in this particular
law. This law lays out the injury test, and I don't know of any excep-
tions to it except that the President, in his final action, can conclude
that there is some international reason for not recognizing the injury.

Secretary DULLES. I think, sir, does it not lay down the serious in-
jury test?

Senator MILLIKIN. Serious injury, yes.
Secretary DULLES. That is always a question of judgment as to

whether injury is serious or not serious.
Senator MILLIKIN. You can exercise that judgment, or you can chop

up your problem into pieces, and finally you have the whole industry
on its back, by chopping it up into pieces, by saying this particular
segment in this particular part of the country is not being injured, but
this same particular segment is being injured in another part of the
country, and by a process of reasoning of that kind, you would never
find any injury.

What I am driving at is: Let's assume injury-
Secretary DULLES. Serious injury ?
Senator MILLIKIN. Serious injury. Let's assume it.
Secretary DULLES. All right.
Senator MILLIKIN. Under that kind of a case, would the President

have the power, or anybody have the power, to disregard the injury
if continuing that injury will serve our international purposes?

Secretary DULLES. I think that under such circumstances the Presi-
dent would take action of some kind to remedy the injury, if in his
judgment serious injury existed.

(The Secretary of State later submitted the following statement:)
Section 6 (a) of the Trade Agreements Act of 1951 provides:
"No reduction in any rate of duty, or binding of any existing customs or excise

treatment, or other concession hereafter proclaimed under section 350 of the
Tariff Act of 1930, as amended, shall be permitted to continue in effect when
the product on which the concession has been granted is, as a result, in whole or
in part, of the duty or other customs treatment reflecting such concession, being
imported into the United States in such increased quantities, either actual or
relative as to cause or threaten serious injury to the domestic industry producing
like or directly competitive products."

On the other hand section 7 (c) of the same act provides:
"Upon receipt of the Tariff Commission's report of its investigation and hear-

ings, the President may make such adjustments in the rates of duty, impose such
quotas, or make such other modifications as are found and reported by the
Commission to be necessary to prevent or remedy serious injury to the respec-
tive domestic industry. If the President does not take such action within sixty
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days he shall immediately submit a report to the Committee on Ways and Means
of the House and to the Committee on Finance of the Senate stating why he has
not made such adjustments or modifications, or imposed such quotas."

Section 7 (c) makes clear that the President has discretion in the adminis-
tration of the escape clause. During the debate in the Senate on May 21, 1951,
Senator George, chairman of the Committee on Finance, pointed out that while
the President could decline to follow the escape-clause recommendations of the
Tariff Commission, he must transmit to the Congress his reasons for doing so.
He stated:

"Mr. GEORGE. * * * when application has been made invoking the escape
clause, the way is opened for Congress to have a report from the President and
his reasons, I assume that if he declines to follow the recommendations made,
inasmuch as Congress would be free to act on them, it would be a very definite
limitation upon the power of the President to disregard the recommendations
for the escape clause" (vol. 97, Congressional Record, May 1951, p. 5495).

As the report of the Committee on Ways and Means of the House of Represen-
tatives to accompany H. R. 1 makes clear (H. Rept. No. 50, 84th Cong., 1st sess.,
p. 4):

"In making his determination whether to withdraw or modify a concession,
the President must take into account all relevant factors, including our national-
defense requirements, requirements for carrying on successfully the foreign
relations of the United States, and the necessity for maintaining and strengthen-
ing the domestic economy of the United States. Consequently, he secures the
individual views of the Department of Agriculture, Commerce, Defense, Interior,
Labor, Treasury, and State and the Foreign Operations Administration, in order
that his decision whether to withdraw or modify the concession may be based
upon all the information available in the Government. The Departments of
Agriculture, Commerce, Interior, and Labor have primary responsibility for
providing economic information and views relating to domestic activity, while
the other agencies submit data and views concerning the other factors."

President Eisenhower, in his letters of November 10, 1953, to Chairman Milli-
kin of the Senate Finance Committee, and Daniel Reed of the House Ways and
Means Committee, declining to accept the recommendation of the Tariff Com-
mission for certain increases on the duties on brier wood pipes, stated, in part,
as follows:

"Under the existing law, the Tariff Commission must make recommendations
for remedial action when it finds that a domestic industry is being seriously
injured by increased imports resulting 'in whole or in part' from the existing cus-
toms treatment under a trade agreement. The law, however, lays upon the Pres-
ident the responsibility of weighing these recommendations and of making a final
deermination on the basis of them. Reasons of public policy or national interest
which lie beyond the scope of the Tariff Commission's field of inquiry may, from
time to time, enter into this final judgment of the Commission's findings; or the
effect of a tariff concession on a given industry may be deemed of such little con-
sequence that an increase in the duty would not substantially improve the
situation."

Senator MILLIKIN. The letter to which I referred was dated Aug-
ust 24, 1954. It is a long-winded letter, but it contains a lot of
things. It is on the matter of GATT, and I think you should per-
haps have it digested for you, or read it, if you have time. It has been
sent to your assistants. I think the questions raised in that letter will
also be raised when GATT comes before us.

The CHAIRMfAN. Senator Long.
Senator LONG. Mr. Secretary, you gave the figure $12 billion of

American exports. Does that include the $512 billion rate of foreign
aid at the present time?

Secretary DUTLLES. I believe that the figure which is exclusively of
aid is somewhat lower-it is between 11 and 12 billion dollars. I used
perhaps a little too high figure-

Senator LONG. Do you have that available? I would like to know
what the accurate figure is.
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Secretary DULLES. Exports excluding military and FOA aid, were
$11,390 million for the fiscal year 1954. I believe that the figures are
not available for the full calendar year 1954.

Senator LONG. The last figure on foreign aid was at the rate of
around $51/2 billions a year. That would make your total exports,
including foreign aid, more in the vicinity of perhaps $18 billion,
would it not?

Secretary DULLES. If that calculation were correct it would make it
around 16 or 17, yes. The total figure-

Senator LONG. $17 billion; five and a half to foreign aid, and $11,390
million commercially.

Can you tell me how much imports we bring into the country at
the present time?

Secretary DULLES. Approximately $10 billion.
Senator LONG. So we are exporting perhaps about a billion and a

half more on commercial trading than we are importing?
Secretary DULLES. Yes, sir.
Senator LONG. You made some reference to the situation with re

gard to international communism. And, I take it that you believe the
trade method is one of the most effective weapons that we can use in
fighting the spread of communism internationally?

Secretary DULLES. I am absolutely convinced of it.
Senator LONG. Do you believe that we should attempt to use our

trade policy to help friendly and allied powers raise their living
standards?

Secretary DULLES. Yes, sir.
Senator LONG. One thought that did occur to me is that it might be

desirable if a proper approach could be worked out to hold out some
incentive to allied and friendly powers to raise their living standards
in terms of suggesting to them that this country would be willing to
make tariff concessions to them to offset their increased cost of produc-
tion in the event that they did raise living standards. I would be
curious to know if that would have some appeal to you.

Secretary DULLES. We have strongly urged upon foreign countries
the taking of steps to raise living standards and try to get lower costs
through greater volume, and higher wages, that has been the magic
formula that has worked so well in this country. I don't know
whether any efforts have been made actually to negotiate an agree-
ment which would tie the tariff concessions into such action.

Certainly, that is a thought which is worthy of consideration. We
have informally, at least, tied a good deal of our economic aid into
trying to get steps taken along that line. The results are not as good
as I could have wished, but there has been a certain tie-in in that
respect. I don't believe there has been a tie-in as far as in terms of
tariff concessions but, as I say, that is a thought worth following.

I can see complications, because tariff is pretty much on the favored-
nation basis, and this would force it on a bilateral basis, which would
involve some competition.

Senator LONG. The thought that occurred to me is that some of
the friendly powers with whom we do business would be better cus-
tomers for us if their laboring classes were getting a better wage, it
would make them better purchasers, and large-scale consumers, cer-
tainly beyond what they are at the present time.
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I was always dismayed to go into some of these foreign countries
and find that the actual cost of production in many instances seemed
to have nothing whatever to do with the price that they were charg-
ing. In this country labor is usually the biggest item, and the wages
that an industry has to pay oftentimes reflects what their price will
have to be, and it did seem to me that it would be very desirable to try
to find a way of encouraging foreign powers to pay better wages and
have better living conditions.

Secretary DULLES. I agree with you.
Senator LoNG. There was a news item that concerned me some time

ago, relating to the fact tha this country was opposing a prohibition,
or efforts in the General Agreements on Tariffs and Trade, to try to
restrain and restrict cartels. I wrote to the State Department and
received a reply, signed by Mr. Thruston Morton, in December of last
year, to the effect that that was actually the case. He made this refer-
ence. He said:

Reference is made to your letter of December 21 concerning the proposal for
inclusion of anticartel provisions in the general revision of the General Agree-
ments on Tariffs and Trade. Such a proposal has been made by the German
delegation to GATT, and has been supported by several other European countries.
The United States is opposing this provision because of the overriding impor-
tance of producing during the Geneva negotiations a simplified and streamlined
general agreement best suited to operate efficiently in its primary field of
responsibility, unhampered by new and complex commitments.

The thing that concerned me, Mr. Secretary, is: How are we going
to make any headway toward the kind of international trade in which
we believe, if we don't even speak out for it in these international con-
ferences? The United States has spoken out very strongly on this
question of cartels. And again, much of our foreign aid has been tied
to agreements to abandon certain more extreme forms of a cartel.

Secretary DULLES. Many countries of the world are-we think
wrongly--aifferently committed to a cartel policy as a policy which
is designed to keep everybody in business. They are afraid of com-
petition. Our country lives on competition.

Every year people go out of business. They go out of business
because other people are more efficient or more productive, or because
of new things that develop in the industry, new inventions which
change people's buying practices.

And, although that is painful for some, on net balance we believe
that the economy of the country is promoted by it. There are other
countries who believe that the important thing is to keep everybody
going in business, and the only way you can do that is by an artificial
cartel system.

Now, I believe that to have injected the cartel issue into the Geneva
negotiations would have been to inject an extremely controversial
issue. There has been no lack of desire on the part of the United
States to speak out on this issue and make our position known.

And, as I say, we have not only spoken about it but we have acted
on it in relation to very many of our aid programs where we were in
position to more or less impose or attach conditions.

I think the reason why that was not dealt with in Geneva was, as
I say, because it is highly controversial. And when we are trying to
get a multilateral agreement within a reasonable span of time-even
under these conditions it took over 4 months, I believe--it was not
deemed expedient to inject in it that particular issue.
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Senator LONG. Mr. Secretary, when will we have an opportunity
to do something effectively, beyond what we have been doing, to dis-
courage these international cartels?

Secretary DULLES. We have done a great deal. Didn't you ptint
out that Germany was-I

Senator LONG. It is my understanding that this Nation did in the
past urge Germany to abandon these cartel practices

Secretary DULLES. That is right.
Senator LONG (continuing). But now the Germans are urging that

everybody else abandon them; yet we are not supporting them.
Secretary DULLES. We are supporting them, but not supporting

them in doing it this particular way.
The very fact that Germany, which used to be perhaps the most

cartel-minded country in the world, is now opposing it, shows that we
have been working with good faith. This new look in Germany on
the cartel thing is very largely due to United States influence. So
we have accomplished something.

Senator LONG. Mr. Secretary, I am one who has to run for office
from time to time, and I think you have had some of that experience.
It always seems to me that if a man wanted to support me, one of the
most effective things he could do would be to vote for me.

And our votes thus far have not been for it, I was rather distressed
to learn, because it seems to me that that would be a very fine oppor-
tunity for this Nation to do what it could toward discouraging.in-
ternational cartels.

Now, in GATT an agreement is not compulsory upon the members,
is it? Is it correct to say that they may follow it, and they commit
themselves in principle to follow it, but they do not necessarily bind
themselves to follow all the terms of it?

Secretary DULLES. No. That is my understanding.
As far as the United States is concerned, we have only operated

under these rules to the extent that they are consistent with our own
domestic legislation.

Senator LONG. So we have the General Agreement on Tariffs and
Trade as a pattern which we view as more of the ideal thing that all
nations should seek, and then each nation is free to work out its own
qualifications that it feels it must impose in its own interests?

Secretary DULLES. I think it is a little bit more than that. I think
that from the standpoint of an Executive agreement, we do subscribe
to certain rules, but those are flexible to the extent that, as an Execu-
tive agreement, they are always subject to congressional mandate
which has priority.

Senator LONG. Can you tell me whether or not your Department
authorized the dropping of the suit that has been filed against the oil
companies for cartel practices?

Senator MILLIKIN. Senator Long, will you let me interrupt just
a moment?

I would like to respectfully suggest that there isn't the leeway in
GATT which seems to be indicated by the Secretary's remarks.
GATT is a definite agreement.

It does allow you to do as you please if you are keeping your agree-
ment, if you obey the rules of GATT. I am not saying the rules won't
give lots of leeway, but I do dispute the theory that you can do as you
please under GATT.
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You obey GATT, or you can quit, but since we have been a leader
in these international agreements, it would be a very devastating
thing to quit.

Senator LONG. I am just trying to find out where we stand. And,
of course, Senator Millikin has had much experience in this field and
understands it much better than I do.

Senator MILLIKIN. I would like to suggest that any notion that we
can do as we please under GATT is a fallacy.

Senator LONG. Where do we stand in that connection, Mr. Secre-
tary? Have we thus far been tied to the GATT agreement to the
extent that we have had to obey all of its terms?

Secretary DULLES. Well, we have subscribed to GATT as an Execu-
tive agreement which the President has entered into pursuant to the
authority which is conferred upon him under the Trade Agreements
Act. And, to that extent, it is a binding Executive agreement.

However, it is also made perfectly clear that any provisions in an
act of Congress as to what we should do or not do override this Execu-
tive agreement.

Senator MILLIKIN. I think that is correct.
If we do something about it, if Congress does something about it.

I think that is entirely correct, Mr. Secretary.
Senator LONG. So we are bound by the GATT agreement except

insofar as we have an act of Congress on the statute books?
Senator MILLIKIN. I think so.
Secretary DULLES. Yes.
And I would say that we are bound by the GATT agreement-

put it another way:
Insofar as that agreement is an exercise by the President of author-

ity given him by the Trade Agreements Act.
Senator MILLnYUN. That raises the whole basic question as to

whether GATT is permitted by the Trade Agreement Act. And there
is considerable argument on that subject.

Secretary DULLES. Yes.
Senator LONG. Actually, that is a matter upon which many ques-

tions can be raised, I take it.
Secretary DULLES. Yes.
Senator LONG. Can you tell me, Mr. Secretary, with regard to the

cartel suit that was dropped, I think a couple of years ago, if you were
consulted and advised on that, and what your attitude toward that
litigation was?

Secretary DUiLLES. Was that the suit against the oil companies,
which involved their arrangements with the Arab countries?

Senator LONG. Yes. It involved the Near East.
Secretary DULLES. My recollection is that that suit, the prosecution

of it, we recommended-the National Security Council, as a whole,
recommended that the prosecution of the suit should be temporarily
suspended because of the pendency of certain delicate international
negotiations which we thought would be adversely affected by the pub-
lication of certain documents which were then under subpena.

That situation is now over, and I understand the suit is proceeding.
Senator LONG. Then, the suit was not dropped; it was only sus-

pended, is that the situation?
Secretary DULLES. I don't know whether the Department of State

has anything to do with that. Actually, it is being prosecuted as a
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civil suit and not as a criminal suit. But I don't recall that the
Department of State had anything particularly to do with that.

What we were concerned about was that there should not at that
particular time be published certain documents which were under
subpena, and we asked that that be temporarily suspended. But I
think the suit is now proceeding.

Senator LONG. Without taking any position with regard to the liti.
gation, I was curious to know your attitude to it, because it has been
urged to me that it might be embarrassing for this Nation in foreign
affairs for that suit to proceed.

However, I do not know whether the State Department has ever
subscribed to that position. Under your administration, then, the
State Department has not taken that position?

Secretary DULLES. We take the position that it was not timely to
proceed with it at that particular juncture.

Mr. Chairman, could I be excused shortly? I have an engagement
at 12 o'clock with the President and the Prime Minister of Australia.

The CHAIRMAN. Several other Senators would like to question you.
Would it be possible for you to return this afternoon? The Chair
would like very much for that to be done.

Secretary DULLES. What time could we proceed?
The CHAIRMAN. What time would suit your engagements?
Secretary DULLES. I don't know whether it meets the convenience

of the committee, Mr. Chairman, but I could drop out of the luncheon
which the President is giving at 1 o'clock, and come back here at 1
o'clock.

In other words, I will attend the conference, which I must attend,
which precedes the luncheon, but I could drop out of the luncheon
and come back at 1 o'clock, if that suits the committee.

Senator MALONE. Mr. Chairman, could he come back at 1:30.
Some of us have commitments, but I will be here at 1: 30.

The CHAIRMAN. Would that suit you, Mr. Secretary?
Secretary DULLES. I can't tell you in advance as to how long I can

stay after 1: 30. I don't remember what my other engagements are.
I will do the best I can to push them forward so that your committee
can complete with me.

The CHAIRMAN. We would like very much to finish with you as a
witness today.

AN HONEST WITNESS

Senator MALONE. Mr. Chairman, I think Mr. Dulles has made a
very important and an honest witness. He has set down definitely
what they are trying to do under the 1934 Trade Agreement Act,
which coincides exactly with what I have been trying to establish on
the Senate floor for 9 years.

I have long contended that the 1934 Trade Agreements Act changed
the principle of adjusting the duty or tariff upon imports from the
basis of fair and reasonable competition established for the 1930 Tariff
Act-to a consideration of certain domestic adjustments and the inclu-
sion of certain international political factors by the Chief Executive.
There, are however, some very important questions which we would
like to ,qk him, and if he does not think he can come this afternoon
for a sufficient time, maybe we can make it tomorrow.
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The Secretary is exactly right in his statement that any domestic
'industry can be harmed-unemployment can be caused if the Presi-
dent considers it in his wisdom to be for the overall good.

The CHAIRMAN. I am sorry, Senator Malone, I don't think we can
arrange it tomorrow. We start voting after the morning hour.

Senator BARKLEY. Mr. Chairman, I have some questions I would
like to ask the Secretary. I probably won't be on the floor this after-
noon, not only to vote but to participate somewhat in the discussion.
I don't know whether it would be convenient for the Secretary to come
back tomorrow. I don't know what the schedule for tomorrow is.

Senator KERR. The Governor of Oklahoma is making a special trip
here to testify, the first thing in the morning. A number of us will
be greatly disappointed if he is denied that appointment he has made.

Senator BARKLEY. I am compelled to be on the floor a good deal
of the time after 12 o'clock. and I have already missed a lot of good
questions that I have wanted to ask of all these witnesses.

The CHAIRMAN. What is the pleasure of the committee?
Senator KERR. Could we put this over beyond tomorrow?
Senator MILLIKIN. I was just going to suggest that maybe Mr.

Dulles could be taken at the end of the list of witnesses.
The CHAIRMAN. Are you going abroad any time soon?
Secretary DULLES. I am going on an official visit to Ottawa Thurs-

Senator MALONE. Iowa? [Laughter.]
Secretary DULLES. Ottawa.
The CHAIRMAN. Mr. Secretary, we will have this understanding,

then that you will return within the next few days to complete your
testimony ; we will communicate with you as to a mutually convenient
date.

(The Secretary of State completed his testimony on Wednesday,
March 23. See part 4 of hearings.)

(Whereupon, at 11: 55 o'clock a. in., the committee recessed, to re-
convene at 10 o'clock a. in., Tuesday, March 15, 1955.)
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