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TRADE EXPANSION ACT OF 1962

TUESDAY, AUGUST 7, 1862

UNItED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D.C.

The committee met, pursuant to recess, at 10 a.m., in room 2221,
Ne\v_dSenate Office Building, Senator Harry F. Byrd (chairman)

residing. ,
P Presengt: Senas‘ors Byrd, Smathers, Talmadge, Williams and
Carlson. ‘ ‘ : :

Also present: Senator Allott.

Elizabeth B, Sgeringer, chief clerk, and Serge N. Benson, profes-
sional stafl member.

The CuammaN. The committee will come to order.

The first witness is Mr. James H. Casey, Jr., of the National As-
sociation of Glove Manufacturers, Inc.

Take a seat, sir, and proceed. ’

ST{ TEMENT OF JAMES H. CASEY, EXECUTIVE SECRETARY, NA-
TIONAL ASSOCIATION OF GLOVE MANUFACTURERS, INC..

Mr. Casey. My name is James H. Casey. I am executive secretary
of the National Association of Glove Manufacturers, Inc., with main
offices in Gloversville, N.Y., located in Fulton County, the single larg-
est glove producing area in the world. .

Our association represents manufacturers of leather gloves, fabric
%lgvgs, and those gloves made in combination of both leather and

abric.

Our greatest concentration of manufacturing is in the States of
New York and Wisconsin. Glove manufacturing facilities are
located in an additional 22 States. With the exception of a few large.
cities where there is a limited glove production; namely, Chicago,
Milwaukee, New York City, amf Des Moines, over 95 percent of the
U.S. ;)roduction is in small communities located in the various States.

It follows that, because of the location of the industry, our contri-
bution to the industrial and social well-being of these communities is
yeliy important. In many areas glove manufacturing is the major
mdustry. : :

Domgstic-ma.de merchandise has one market, and that is the United
States. QOur export trade is nil, and that is because the labor burden,
in a pair of gloves is high in contrast to the low-labor burden on for-
eign-mads gloves. Accordingly, countries in IEnrope and the Far
East can supply their own demands; and such sources as Italy,
France, Germany, Japan, and Hong kong are used where foreign
countries have a demand 11t excess of their production,

1037



1038 TRADE EXPANSION ACT OF 1962

The domestic manufacturers have at times supplied U.S. demand,
but only when foreign sources, because of wars or other unusual con-
ditions, have interrupted their production.

Our markets have always been available to foreign sources, and the
latter have been able to take over any part of our market at will.

At the present time in the United States there is a demand for
foreign-made gloves, particularly those of leather, 10 times greater
than foreign sources can supﬁllv;. Here again, it is the low labor
bur(}:m on foreign goods which keep them attractively priced in our
market.

Italy, France, and Germany, our major suppliers of leather gloves
for women, control better than 75 percent of our market and could at
will easily capture all of it, as their broad training programs supply
them with the additional production force.

This sounds almost incredible, and a few months ago we felt inhat
European countries had about reached their peak in production be-
cause of possible labor shortages and limited raw material supplies.
As we compare the figures for the first 4 months of 1962 with those
of 1961, we can see how badly we misjudged the entire situation.
The unprecedented advances made in deliveries and manufacturing
operations is nothing less than phenomenal, and the following figures
will attest to this statement:

Oomparison of first 4 months

(In dozens)
1961 1062
Women's leather gloveS.aeeciemmecieieoniccacanmiiomcmrioscceanuocnnananann 61,787 118,320
Men's leather °slovea ........................................ - 13,173 37,318
orsehide lined gloves. .- 3,572 86,004
] hide dress gloves.........ccooo.. . 80, 447 88, 381
Horsebide work gloves. .- 1,618 3, 345
Synthetic glovea....... 324, 851 331, 660
Clotton gloves. ... 74,447

It is obvious that in some classes imports more than doubled, and
1961 was the highest year of imports for the last 25 years. Lined
horsehide gloves was the start performer, up over 1,000 percent.

Members of the Senate Finance Committee, the only reason we con-
tinue to exist is that domestic sources can use us when foreign sources
fail to make deliveries, and for a few special color and style selections.

To give the power to any individual or group to destroy a basic
American industry is unthinkable, and to hold out the silver platter of
aid as a payoff to those who have spent their lives in the truly Ameri-
can tradition is barbaric. :

‘We hear too much about the tness of the EEC or the Common
Market and the great marriage these countries have made. I wonder,
&s you must, how long the love will endure between Italy, France, and

ermany.

T have before me a letter from the National Revenue of Canada,
the Customs Division, advising me of the rate of duty on a certain
glove. I must admit the rate is comparable to ours; however, the
punch line is in the last paragraph, where they tell me that, in addi-
tion to the duty, there is an 11-percent sales tax also to be added.
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Gentlemen, this is going on all the time among many countries, while
we sat back and watch them cut us down to size.

We negotiate these trade treaties with them, we have a duty estab-
lished, and every country in the world has an internal tax against our
merchandise and they go on further to say about this tax in Canada
that it is levied at the time the custom duties are paid.

Only a few weeks ago, the Canadian Minister of Finance, in speak-
ing before the Parliament in Ottawa, stated that all they have to do
is sit back and let the United States negotiate with the Common Market
and they will get all the benefits without ﬁiving up anything. He is
correct 1n saying that, because Canada will get the benefits under our
most-favored-nation rule.

While we are not in accord with the bill in its entirety, we would
like to point out to you a few specific sections which we feel need fur-
ther study, and particularly do we favor the Bush smendments.

Under the 80-percent test specified in section 211, U.S. duties could
be eliminated even though the United States accounted for a n ligible

art of the 80 percent. The presumption is that, because the United
gtates and the EEC are the foremost suppliers, no, ial benefits
would go to other countries. Assume that the United States is not a
major factor in this group; then the elimination of duties on such a
group would not benefit our efforts. It would be well for the Senate
to insist that, before such drastic reductions are made, it be determined
that we, the United States, account for at least one-half of the 80 per-
cent.

It appears to us that if, under our most-favored-nation rule, we are
going to give concessions to all countries, we should expect the EEC
to make similar concessions to all countries. This would prevent Eu-
ropean countries from setting up specific trade blocks on goods coming
in from low-cost producing countries and diverting their fair share
to the United States.

The principle of selective reduction of duties on all items should be
restores to the bill. While we do not think this will prevent injury,
it could be helpful in determining the various economic factors that
are common to some industries and not to others, and would certainly
provide a more orderly program. To attempt to lump several indus-
tries together could be very harmful to many domestic industries.

The peril (?oint determination should be carefully spelled out and
not presented as a recommendation, but as a positive finding, below
which no consideration could be given. Much time, effort, and study
is given to this work, and to permit any individual to alter it is grant-
mi’ him extraordinary power.

o bargaining group or negotiating team can possibly prede-
termine the consequences of their findings. This is true of the tariff
as well as anything else. Thus the escall))e clause should be made a
definite and important section of this bill. The clause should be
clear and concise and mean exactly what its title suggests—a remedy
for an industry which finds that imports are causing inju

Gentlemen, for many years we have watched the tariffs on gloves
adjusted downward and, since 1938, we can only recall one instance
where an uﬁ)ward revision was made. Now we are considering a bill
which further broadens the power of our executive branch of the
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Government, to add injury on injury, and we appeer willing to give
them 5 full years to do the job, without any senatcrial restraint.

Is not such a ﬂrogram a giveaway of your responsibility and, we
mi;czht say, a, shirking of your obligations to us, as American citizens?

an you consider a more modified approaci1, a time limit or 2 or
even 3 years and the creation of a more watchful eye over the
program?

Industry is concerned with this bill and just what you have in store
for them. We think we are better informed about the problems of
our own industry than any man outside it. The negotiating teams
are established with one man from each of various branches of our
Government, yet never have we had a man from industry sit at the
conference, while our State Department tells industry what is good
for it. Foreign countries don’t do this, and that is why we are out-
traded at every conference.

Al workers are concerned with this bill and as yet are not ready to
accept the fact that low-wage areas should be permitted to destroy the
economy of any industry. Free trade will be accepted by the workers
when the American standard of living becomes the international
standard.

Reciprocal trade may mean many different things to many people;
however, in pursuing a goal of reciprocity, we must make certain
American workers and industry are not called on to underwrite the
exploitation of workers in other parts of the world where wages are
kept very low.

he Common Market, its concept and program, have been so well
publicized that most people are, to say the least, confused. Man
look at this as a great trading bloc and only that, forgetting that it
has as many political considerations as it has economic. It may
prove good for Europe and the British if they can make the grade, yet
there 1s nothing that has shown up yet that says it is good for the
United States.

Your consideration of this bill, and the apprehensive feeling that
exists among industries and labor, leaves you with a gigantic task
ahead. Many of us, I am sure, will feel no pain if you let the bill dle,
while giving us a chance to learn to live with the trade adjustments
that have been made to date.

Thank you very much.

The CrammaaN. Thank you very much, Mr, Casey.

Any questions?

Senator Carrson. Mr. Casey, may I irquire what countries import
glovesinto the United States?

My, Casey. Almost every one today, every domestic country. We
have special men who just specialize in-importing, but all domestic
producersdo, too.

Senator CarusoN. What isthe principal importing of gloves?

Mr. Casey. In leather gloves 1t is Italy, France, in that order, and
Germany. Infabriesit is Japan, then Hong Kong.

Senator CartsoN. Thank you very much.

The CairMaN. Thank you, Mr. Casey.

. The next witness is Mr. R. C. Cobourn, American Fine China Guild,
ne.
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STATEMENT OF R. C. COBOURN, AMERICAN FINE CHINA GUILD, INC.

Mr. Cooury. I am R. C. Cobourn of the Syracuse China Corf).,
here to represent the membership of the American Fine China Guild,
and the membership of the United States Potters Association in their
opposition to Frovisions of the Trade Expansion Act.

fembers of the American Fine China Guild produce some 85 per-
cent of the fine, thin, translucent household china tableware of high
quality that ismade in the United States today.

Members of the United States Potters Association produce over 55
percent of the earthen tableware for household use that is made in the
United States today. . .

I will provide this committee within the next few days a list of the
distinguished members of these two organizations.

(The list as subsequently submitted follows:)

Membership of the American Fine China Gulld, Inc.:

Castleton China, Inc,

Flintridge China Co.

Gladding, McBean & Co.

Lenox, Inc.

Syracuse China Corp. (division of Onondaga Pottery Co.)
Membership of United States Potters Assoclation:

Canonsburg Pottery Co.

French Saxon China Co.

The Hall China Co.

Harker Pottery Co.

Edwin M. Knowles China Co.

Homer Laughlin China Co.

Royal China, Inc.

Salem China Co.

Taylor, Smith & Taylor Co. :

Mr. CoBourN. Under the Trade Agreements Act these branches
of the ceramic industry of the United States have suffered to the
point of distress as a result of tremendous influx of low-cost ceramic
tableware from other countries. '

Domestic production of fine china declined from about 860,000
dozen in 1950 to an estimated 450,000 dozen in 1960,

Earthenware production declined from about 43 million dozen to
25 million dozen in the same year. o

During this same span chinaware imports increased from 4,500,000
dozen to 10 million dozen, and earthenware imports climbed from
2,200,000 dozen to 9,200,000 dozen. i

Under the Trade Agreements Act the ad valorem equivalent of duty
applied to ceramic tableware imports declined from 94 percent in
1933 to 51 percent in 1960 on china, and from 68 percent in 1933 to 31
percent in 1960 on earthenware. i »

_ Under the Trade Expansion Act present duties for both commod-
ities could be lowered an additional 50 percent over the next 5.years.

I am quite sure that a number of existing manufacturers of ceramic
tableware will not be able to survive unless current tariffs are in-
creased and unless quotas are employed.

_Fifteen producers of earthen tableware have gone out of business
since 1954, . . o

Our difficulty arises out of the great disparity in wages aid here
and in the countries with which we compete. This is somet ing over
which we have no control, and it is this gap that tariffs must over-
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come to a greater extent if our industry is to be preserved and per-
mitted to make its contributions to the balanced economy of our
country.

We are a labor-intensive industry, Wages and fringe benefit costs
represent from 55 to 60 percent—65 percent of our costs of manu-
facture. The influence o¥ wage scales on manufacturing costs and
selling prices in various countries will be evident in detailed exhibits
which I will submit to you.

I should like to assure this committee that we are not an inefficient
industry. We are mechanized to the full degree that has been devel-
oped in any country of the world.

Wo have led the world industry in this respect.

We are opposed to further tariff reductions. We are dismayed to
have in prospect a weakening of the “peril point” and escape clause
provisions through the bill under consideration, and we fail to see
the logic of permitting long-established industry to be liquidated or
obliged to move into a new field of endeavor when competition is
already intense in all areas of industrial activity in this country.

This is particularly bitter medicine for us because the countries
that are our prime competitors in our home markets protect this in-
dllistl}']y in their home markets through licensing, tariffs, or quotas, or
all three.

I will submit information to confirm that statement.

(The confirming information was subsequently submitted to the
committee and incorporated in the committee files.)

The Cramman. Thank you.

Mr. CosourN. We have just concluded hearings in escape clause

rocedures covering household china tableware and earthern tableware.
li‘his is the second escape clause action for the china tableware group,
which also applied for relief about 10 years ago under section 336.

No relief was granted to the chinaware group under the previous
escape clause action and under the section 336 action, though the trend
of imports was clearly threatening the industry.

Our difficulty arises out of the great disparity in wages paid here
and in the countries which are our competiiors in the U.S. market.
This is something over which we have no control and it is this gap that
tariffs must overcome to a greater extent if our industry is to be pre-
served and permitted to maﬁe its contribution to the balanced economy
of our country.

We are a labor-intensive industry. Wages and fringe benefits rep-
resent from 50 to 65 percent of our costs of manufacture. The influ-
ence, ‘herefore, that wages exert on manufacturing costs and selling
prices js self-evident when the average hourly rate paid, including
fringe benefits, for 1961, are reported for the pottery mmdustry by the
U.S. Department of Labor to be 33 cents in Japan, 79 cents in the
United Kingdom, 79 cents in West Germany—our principal competi-
tors. These wage costs per hour for members of the American Fine
China Guild averaged $2.53.

I should like to assure this committee that we are not an inefficient
industry. We are mechanized to the full degree that has been devel-
oped in any country of the world. We have led the world industry in
this respect. L
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We are dismayed over the provisions of H.R. 11970, as the countries
that are our prime competitors in the U.S. market protect the ceramic
tableware industry in their home markets through import licensing,
tariffs, or quotas, and in some cases by all three methods. )

Let me speak more generally of the effects the sort of international
trade and Kr‘:ance philosophies we have been pursuing in this country
are having on American industry.

The problem of how to cope with low-cost production of other coun-
tries o? the world is now faced by almost all manufacturers in the
United States.

Production costs are lower abroad. 'We do not need to await surveys
and studies to prove this. Hundreds of major U.S. companies have
had to build plants in other countries because they cin no longer sell
in foreign markets the production they once turned ¢ . in American

shops.

lfigher costs at home are not the only reason for these moves. In
many cases a company not only can make more money, but can keep
more of what it makes, by investing and operating in a foreign coun-
try, than it can in the United States. ) )

In other cases, foreign countries have closed their doors to American
imports, insisting that goods be manufactured within their borders by
their own citizens. .

This movement of American money and transfer of our production
know-how to other countries has been and is still being encouraged by
the U.S. Government. Our Government has, at the same time, lowered
our tariffs to encourage importation of these lower cost, foreign made
goods that drive long-established U.S. producers out of business.

Each time a commodity already manufactured in the United States
comes into our market from abroad, the U.S. producer of it has the
choice of slow death, of converting to the manufacture of some other
item (which mag be under the gun next year) or of moving his own
operation abroad.

The abandonment or transferring of an operation abroad is rough-
est, of course, on the worker. He has invested the only asset he has—
the years of his working life—in a job that our Government trade
policy takes away from him.

For him, there is unemployment insurance or, perhaps, relief or
perhaps, retraining for (but no guarantee of) a new job that he would
enter on the lowest rung of the seniority ladder.

Of those who defend this trade policy, those who shrug off the un-
pleasantness of import-liquidated jobs with the statement, “I suppose
1t does make a difference whose ox is being gored.” I ask, when is the
goring of any ox moral?

The drums are now being beaten for an even more liberal trade
policy for the United States. The administration is using every means
at its disposal to persuade Congressmen to vote the Executive sweep-
ing power to slash tariffs and to wipe out virtually all legislation de-
signed to preserve efficient American industry from destructive import
competition.

A predictable result of the trade policy for which our Government
is crusading is & concentration of American industry to supply spe-
cialized items to the markets of the free world. In return, we would
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be dependent on foreign producers for other manufactured goods we
would require.

1f no such refinement occurs, our own pattern of manufacturing,
instead of being geared mainly to U.S. nee<'is and demand will be sub-
ject to constant upset by the appearance or disappearance of foreign
produclts in our markets—an activity over which we would have no
control.

There seems to be a general lack of understanding that manufactur-
ing efficiency is promoted by a dependable market. Imports attack
that stability. Their appearance, unpredictable and uncontrolled in
volume and price, creates unfair and disruptive competition. Every
country in Kurope recognizes this and does something about it.

The time is long overdue for that group of economic theorists that
is now so influential in Washington, to awake to the fact that their con-
cern should be for a healthy and balanced industry in this country.

Industry, which includes agriculture, is our only agency for creating
national wealth. It is the wellspring of all purchasing power, on
which our national economic well-being is complately dependent.

In this situation, free trade would be as damaging and demoralizing
to the U.S. industrial community as anarchy or the law of the jungle
would be to our social order. :

H.R. 11970 completely ignores what, in my opinion, is the greatest
single disruptive element to orderly and sound international trade: I
speak of the strange and arbitrary schedule of international currency
exchange rates egreed to by the U.S. Government.

Only a hasty glance at the vast differences in wages paid per hour
(in terms of UYS. dollars) in the major trading countries of the world
is enough to bring into question the equitableness of these exchange
schedules.

I think there can be no doubt that existing exchange rates overprice
the unit of American labor in products we ao and would ship to other
countries of the world and that they undervalue the unit of labor in
foreign products that enter our country. I think I would not be
wrong in claiming that inequitable exchange rates distort all costs
of goods entering international trade.

Under the system, even grossly inefficient production from other
countries can gain ready access to the U.S. market. But more im-

rtant, even efficient foreign production enters our markets at need-

essly low prices so that most countries do not earn the full dollars in
trade with the United States that would bolster our export industries.

A second whipsaw result of this system is that some countries do
convert the proceeds of undervalued sales to the United States to gold
or to credits for use in purchasing imports from third countries in
which more favorable prices prevaiE :

To thuse who would defend this system on the basis that it is bene-
fiting the American consumer, I say, beware. Imports under these
conditions are a heavy factor in our national balance-of-payments
deficit. Further, if a low-priced import is a windfall because it is
undervalued in the country of origin, we could be contributing to the
economic instability of a nation we need as a strong partner in the
free world. - '

Having said this, about the only pertinent comment I can make
about H.R. 11970 is that it is greatly out of step with the basic prob-

!
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lems confronting American industry. It substitutes an alleged ability
to “negotiate” trade for the factors needed to maintain a sound trade
that is of mutual benefit and service to the nations involved.

It anticipates and clears the way for further disruption of the
balance in industrial activity that has made this country the greatest
power in the world.

The weakening of peril point and escape clause provisions for the
purpose of freeing the hands of program administrators to negotiate
and bargain out of existence whole industrial enterprises is not in keep-
in%‘ with democratic processes.

he provisions for aid and assistance to adversely affected com-
panies and workers are, at best, visionary; at worst, improvident and
not practicable; and, altogether an expensive substitute (even when
successful) for estabfished, self-supporting members of our industrial
community. o

Under the current conditions of international trade and finance,
tariffs and quotas are the only measures now available to many Amer-
ican producers to compensate for the inequitable competitive advan-
tagesenjoyed by foreign manufacturers. ,

nless the American dollar is revalued on a realistic basis, I am
not only opposed to the tariff reduction features of H.R. 11970, but
I also feel the bill should instruct the use of quotas and require upward
tariff revisions similar to those that were once available under section
336 of the Tariff Act of 1930.

I thank you for this opportunity to express my views on what I con-
sider to be an intemperate and poorly drawn trade measure.

Senator Taryapee. Mr. Chairman, I was impressed with some of
the statistics about the decline in production of the earthenware in-
dustry in our country. Were proceedings filed under the escape clause
provision of the Trade Act? ' .

Mr. Cosourn. We have just concluded, the chinaware people, an
escape clause hearing, This is the second one for the ching. -

Earthenware just concluded its first hearing under the escape clause.
The chinaware people also applied for relief under section 336 back
in 1952.

Senator ‘Tarytapge. What was the result of those various pro-
cedures?

Mr. CopourN. There was no relief granted. The decision on 336
was one which we could never quite accept. The staff of the Tariff
Commission determined that a tariff of 284 percent and 15 cents }l))er
dozen specific would be needed to equalize the cost of production be-
tween Japan and the United States.

However, the ruling was that because the Japanese ware was priced
so low, it was not commercially competitive and, therefore, we were
not entitled to relief. o

Senator Taryapge. That is a rather strange thesis, isn’t it #

Mr. CosourN. We thought so. ,

Senator TarLaapce. Thank you.

The Cuamman. Thank you. , '

Mr. Cobourn, what is theaverage wuzzin Japanf :

Mr. Cosourn. Including fringe benefit, 33 cents an hour, Mr.
Chairman, . /

The CuarMaN. On this particular work, the china work{
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Mr. Coourn. In England,sir?

The Crairman. Yes.

Mr. Cosour~. Including fringe benefits, 7914 cents per hour, and
in West Germany, which is another major supplier 79.7 cents per hour.

Our ownindustry is paying $2.53 per hour.

The Cuairman. Do they have overtime in Japan{

Mr. Coourn. Not much at this time, but they are working the
full 44 hour week which is standard in Japan.

The CuarmaN. Isay, do they get paid for overtime?

Mr. Cosourn. Yes, tiwy do. It is at the rate of time and one-
quarter for the overtime,

The Cuamman. In the textile industry when I was over there in
December, I was told it was 28 cents an hour without overtime, is
that correct, do you think ¢

Mr. CoBurn. That is confirmed by information I have from the
Department of Labor, yes.

e CHarMAN. Thank you very much.

The next witness is Mr. George M. Parker of the American Flint
Glass Workers Union of North America.

Mr. Parker, you take a seat, sir, and proceed.

STATEMENT OF GEORGE M. PARKER, PRESIDENT, AMERICAN FLINT
GLASS WORKERS' UNION OF NORTH AMERICA, AF1-CI0

Mr. PARgeR. Mr. Chairman and gentlemen of the committee, I am
George M. Parker, president of the American Flint Glass Workers'’
Union of North America, an affiliate of the AFL~CIO. Our union
represents, among other workers, those in America’s oldest industry,
that of making glass by hand.

I speak today on behalf of the remaining American workers in this
traditional craft, workers whose jobs and security depend on preserv-
ing the American handmade glass industry. The livelihood of these
workers is chiefly threatened by the growing stream of imports from
low wage countries.

Tha most seriously affected group now are the hand-blown and
handpressed table and art glassware productions. In recent years,
however, foreign producers also have made ever increasing inroads
into the illuminating and allied glass manufacturing market.

Based on past experience and present trends, manufacturers and
workers in the technical, scientific and laboratory glscsware fields will
be open to increased attack.

It is the apparent philosophy of H. R, 11790 to sacrifice certain in-
dustries if necessary to stimulate foreign trade on the assumption that
in the overall there wili be a net gain in those industries in which we
are better able to compete.

It is our sincere belief that the forces which H. R. 11790 would un-

leash clearly would mark the handmade glass industry for ultimate
extinction and that this would be detrimental to the United States,
both immediately and over the long haul. .
__Our union represents virtually all of the workers in this industry.
We are uniquely qualified to observe the impact of industry trengjs’.
We note that in 1950 some 44 plants were engaged in making glass
products by hand. ! ' z
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In 1960, only a decade later, 19 of them had closed their doors, & de-
cline of 43 percent. .

In 1950 these plants employed over 10,000 production and mainte-
nance workers,

In 1961 the remaining plants employed 4,900 workers, a decline of
more than 50 percent.

‘We do not maintain that imports were the sole cause of the deteriora-
tion of the hand-press and hand-blown glass industries,

Automation and standardization also have taken their toll, But we
do believe imports were and are still the principal cause of our
problems.

Moreover, recently the Department of Commerce released a predic-
tion that imports in handmade glass products would rise 8 percent in
1962, a projection presumably based on 1961 tariff levels.

Under the trade agreement announced earlier this year, existing
ta;;iﬁ's will be reduoefll;;e 20 percent on many items and even more on
others.

To us, each tariff reduction means fewer jobs.

Under the sweeping across-the-board tariff revisions made possible
by H.R. 11970, the new, lower tariff could be reduced by an additional
50 percent in the next 5 years. The industry trend toward obliteration
would indeed be accelerated.

One of the peculiarities of the handmade glass industry is that labor
costs make up approximately 65 percent of the entire cost of the prod-
uct. By American standards, our wage levels are low, averaging $2.20
an hour in the handmade segment of the industry.

We are however, competing against workers overseas earning a frac-
tion of this amount. The competitive West German glassware is
made by labor receiving approximately 58 cents an hour; the Swedish
by workers earning 75 cents; the French and Italian by workers who
receive 43 and 39 cents, respectively ; Japanese glass imports are made
by workers who earn approximately 25 cents an hour.

As a “most favored nation” the tariff concessions made under H.R.
1(119720c(limigned for Europe would apply equally to Japan if the bill is
adopted.

Product after product which has been traditionally American has
simply disappeared from our factories under the growing impact of
imports, e find a broad range of glass products offered, duty paid,
f.o.b. New York, at from 20 percent to 35 percent below the price for
comparable pro'fucts made by American industry and craftsmen. The
industry simpl]y cannot meet this competition at a profit, and, of course,
cannot endlessly operate at a loss,

We are convinced that there will always be a market for handmade
ilassware. Beautiful glassware is a most prized possession jn many

merican homes. In science and industry, handmade glass products
are essential and used extensively.

But whose hands shall make these things, the skilled American
craftsman or the skilled worker overseas?

Today, if we faced a national emergency similar to that created by
World War II, the American handmade glass industry would experi-
er;ecg gdmt difficulty in supplying the craftsmen who would be urgently
n .

87270—62—pt. 8——32
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The skilled glassblower in World War II made radar and other
electronic devices immediately available for forming the technical
and exacting glass tubes necessary for producing these miracles. He
also fashionedg all television tubes when that giant industry was in its
infancy. We understand that presently most electronic tubes under
5 inches in diameter continue to be made by hand. Science, industry
and the military are the principal users.

The average age of the journeyman glassworker in this essential
industry isan incredible 55.

Fewer than 100 men under 85 are learning this vital trade, Ameri-
can artisans have been producing handmade glassware since 1608.
We have been world famous for our glassmaking. For more than
850 years the art of making glass by hand has been handed down from
generation to generation.

The glasworker is a man with quarter-inch callouses on his hands, a
man of intense technical skill and often an artist as well.

He starts with a globule of glass, heated to 2,000 degrees;, at the end
of a pipe, and by blowing, pressing as the job may require, and using
the special tools of his craft, creates beautiful table and art glassware,
illuminating and industrial glassware or scientific apparatus, often
within the closest of tolerances and always of highest quality.

This is the ancient craft, the art form, the American heritage, the
tradition being entrusted now to a relative handful of Iyounger men,

If you believe we overstate the case, consider this: I was advised
some months ago that $22 million worth of electronic equipment
destined for use in the B-52 and B-70 bomber programs were delafed
because of difficulty encountered in producing just 66 handmade glass
tubes used in radar scanning devices.

As a result of the continued depressed condition of the hand-glass
industry, the history of alternating a week of compensated unemploy-
ment with a week of employment, and the dim future of the industry,
we simply cannot attract qualified apprentices where opportunities
do not exist.

Our industry is lagging behind others in wages and fringes. Pen-
sions, for example, were not achieved to any great extent until 1959
for our members employed in hand production plants.

We do not believe that from either a cultural or a military stand-
point we can afford to let the handinade glass industry die.

Moreover, the glowing promises of retraining and relocation made
in the present legislation, we out of bitter experience, view with an
extremely jaundiced eye.

Much of the handmade glass industry is concentrated in the smaller
communities of New York, West Virginia, Pennsylvania, Indiana
and the Ohio Valley. Often the glass company is the principal, or
one of the principal employers. en the glass plant closes or slows
down, that community suffers a very real and lasting depression.
We know of at least one company which we are advised plans to
close its doors, of economic necessity, if H.R. 11970 passes in its present
form. Others will surely follow.

Perhaps this is what Khrushchev meant when he said, “We will

buﬁy you.” ,
or our members and their communities, H.R. 11970 means more
pockets of chronic unemployment, more community hardships, more
individual suffering.
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For our older men, especially the skilled glass workers, retraining
and relocation holds no promise whatsoever. Even if they abandon the
skills of their fathers and grandfathers for new ones, no job opportu-
nities exist for men of their ages. )

We do not believe the conscience of America should permit this
groblem to be swept under the rug by giving these men a little more

rocking chair money.” What we want, and need, is full time em-
ploymer:t and economy building {;)otas

I¥1 America we have a whole body of social legislation, financed in
great measure by the employer, which is designed to assure American
working people of a decent and ever-rising standard of living. The
American economy is built upon this rock. We are now, and always
should be, our own best customer.

By allowing our jobs to fall by the wayside, many of our members
will become a tax burden instead of a positive economic asset. What
is the net gain to America when low-wage imports absorb American
jobs and factoriest . : : ‘

In our industry, as in any other where the major cost component is
labor, we are now being asked to yield to industries abroad where the
wfolxzkg,rs get far less pay, work longer hours and have a lower standard
of living,

Is it %he intent of Congress that all such American industrites go
down the drain?

Is it the intent that we become a purely automated nation and the
craftsmen and the artisans and the industry in which they are em-
ployed be abandoned in favor of those in less fortunate lands?

We do not onose accelerating trade between nations of the free
world. We do, however, o¥pose sacrificing American workers, Ameri-
canbcull:ure, Anaerican crafts and entire ;emerican industries to bring

- it about.

We are a specific industry condemned to ultimate extinction by the
“across-the-board” tariff reductions made possible by H.R. 11970,
Unless more effective and positive escape clause mechanisms are in-
serted in the legislation, unless the products of American craftsmen
are given reasonable protection against low-wage imports, H.R. 11970
will ultimately destroy the industry which first nourished our Found-
in§ Fathers.

for one, am much impressed by the White House effort to preserve
traditionally American crafts and arts. But would it not indeed be a
cosmic jest 1f, on some future White House tour, the television camera
paused before American glassware while the narrator explained that
the same administration which started the cultural revival, sponsored
legislation that killed the glass craft in America, and that we now rely
enzi(irely on Europe and Japan for these essential and beautiful

roducts.

P A few years ago, our union contributed $5,000 to the rebuilding of
the site of America’s first industry, a glass house built in 1603 at his-
toric Jamestown, Va. .

It is up to you gentlemen and the Congress to decide whether this
monument shall be a shrine or a headstone. :

Thank you.

The Cuamman. Thankyou very much.

I want to congratulate you on making a very impressive statement.

Mr. Parger. Thank you, sir. -
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;I‘hfe' Cuarman, Have you appealed to the Tariff Commission for
relie

Mr. PARKER. Yes. Weappealed to the Tariff Commission I believe
it was in 1957 under President Eisenhower. There was a tie vote
by the Tariff Commission, and when we applied to the President we
were turned down insofar as relief under the escape clause was
concerned. ‘o

The CramrmaN. I note that your employees have been reduced from
10,000 to 4,900; is that in the space of 10 years§

Mr. PArRgeR. Yes, in the past 10 years.

The Cramman. Under the present conditions, the present tariffs,
do you see any hope of the future ¢

Mr. Parker. Well, under the present tariff we won’t be hurt as bad
as we will be under the new bill, but even under the present arrange-
ment we will continue to need some sort of relief.

The CramrMaN. I am one of those who is a great admirer of these
beautiful pieces of glass which have been made.

What country is your chief competitor

Mr. Parrer. At the present time, West Germany is sending more
glass into the United States than any of the other countries.

The CHAmMAN. And the wages in Germany, what did you state
they were?

Mr. Parker. About 58 cents an hour.

The CrarrmMaN. And Russiaf

How does Russia import ¢

Mr. Parker. Well, we don’t have any competition from there at the
present time.

The Cramman. Didn’t you say that your chief competitors were
Germany and Russia?

Mr. PArRgEr. West Germany.

The CHATRMAN. Yes.

Mr. PargEr. And Italy.

The CaamrMaN. Eastern Germany ?

Mr. Parker. No, western.

The CrarrmaN. Thank you very much.

Senator Talmadge?

Senator TarMmapee. In your statement, you say:

As the most favored nation tariff concessions made under H.R. 11970 designed
for Europe would apply equally to Japan if the bill is adopt-d.

Now, there has been some criticism of this most favored nation
grovisxon of the bill, as you know. Japan would get the benefits,

ut would they in turn give the benefits under the most favored nation
provision ?

Mr. Parker. Idon’t know, sir.

Senator Taryapcr. What T am trying to get at i3 what do we get
in return for this most favored nations provisions? I recalla numger
of years ago we made a trade agreement with Iceland about fish, and
as a result of that most favored nation provision Japan received the
biggest benefit therefrom and almost took over the American fishing
industry in certain categories.

I am wondering if that is a two-way or a one-way street{

Mr. Parker. I am not aware of that. Ap¥arently it is a one-wa
street. I know that it would be very difficult for us to send any hand-
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made glassware into Japun and compete with those people over there
Rnder our standard of living and the costs that our manufacturers
ave.
Senator TaLmapce. Thank you very much, -
The CrHamrMAN. Thank you very much, Mr. Parker.
The next w' ness is Mr. John H. Zwicker, president of the American
Knit Glove Association, Inc., of Gloversville, N.Y.
Please proceed, Mr. Zwicker.

STATEMENT OF JOHN H. ZWICKER, PRESIDENT, AMERICAN KNIT
GLOVE ASSOCIATION, INC,, GLOVERSVILLE, R.Y.

Mr. Zwicrer. Honorable chairman and members of the committes,
my name is John H, Zwicker. I am ap earing before you today for
the American Knit Glove Association, Inc., of Gloversville, N.Y., of
which I am the president, on behalf of ths American knit handwear
industry, manufacturers of those gloves and mittens which are knit
directly from yarn. .

This industry is composed of the firms listed on the sheet titled
“Knitted Glove Industry,” appended to the copies of my statement.
We trust you will observe the longer list of plants which are out of
business, liquidated, merged, or closed indefinttely.

Those “out of business” are the victims of low-wage import com-
petition, They have all ceased oremtions since 1950, shortly after
the postwar resun.ption of oriental imports.

Our ex%‘e’rience with imports goes back to the early 1930’s. At the
outset of World War II, imports of knit gloves took about 25 percent
of the American market. Today the positions are reversed.

Our interest in H.R. 11970 is, therefore, obvious. We have had a
long period of education through adversity. While we do not pretend
to ge omniscient, we can form a commonsense judgment of what is
involved in legisfation such as is pro in this bill,

Frankly, we must oppose the radical about-face in U.S. foreign
policy which it would effect. The traditional policy of countenancin,
no injury to American industries would be su&zglanted by a policy o:
anticipating and acceptin% import injury. is is inherent in the
purposes set forth in the bill, which include provisions for “adjust-
ment assistance.”

This concept of Government aid for stricken industries, compani
and workers undoubtedly was devised to rationalize the sacrifice o
one industry for another. To the industry being injured it is no
solace, because the aid proposed is impractical. The illusory benefits
of such provisions are a conscience salve for those proponents who
will profit by the misery of the unfortunate,

The need for “assistance” will result from the radically new 5-year
grant of authority to the President to rewrite U.S. tariff schedules,
not according to a formula or criteria which can be ascertained in
advance, but rather according to circumstances within and outside
of the United States at the time he proposes to make the changes.

Your committee is respected for its good balance in considering any
proposals which affect the economy of our country. We hope that
you will continue to be aware of both the civilian and military need
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for diversified industry, including industries, such as ours, which can-
not compete with forei%n producers.

The list of “dead” firms submitted with this statement attests to
the vulnerability of so many small American industries such as ours,
in selling to our own American market.

What is not so apparent is the exclusion over the years of such
American industries from export, markets. We never had any mar-
ket but the American market, so little of which is left to us under the
present law and so much less that may be permitted to survive under
the proposed law.

We may illustrate our lack of export opportunities by briefly quoting
from a letter received by one of our member companies. Earlier this
vear, at the invitation of the U.S. Department of Commerce, Marr

nitting, Inc., of Osage, Iowa, contracted to exhibit their gloves at
the accessories show in the newly opened U.S. Trade Center Building
in London, England, during this past June and July. Attendance
was from all Western European countries, to get a look at American
lines, place orders, and arrange agencies.

Marr had no illusions about our inability to compete in the
European market, but thought the matter worth the proof.

On July 23, 1962, Vernon A. Acker of London, who had been re-
tained by Marr to attend to Marr’s stand at the show wrote to Marr,
inpart:

* * * Exhibition, which was held at the U.S. Trade Center, July 3-13 * ¢ % 1
must say that your stand with the ladlies' knitted gloves and mittens did not
receive the attention you must have expected * * *, :

Your stand was the only one at the exhibition with a display of gloves * * *,

There are two main obstacles cited by visitors to a profitable selling of the
samples you submitted: first, it was stated that knitted gloves and mittens
coming into Britain from Austria, Switzerland, and Hong Kong are similar to
the.ones you manufacture; and, secondly, it was remarked that these foreign
fmports are retailing in Britaln at a price lower than yours, thereby making
your gloves uncompetitive in the British market * * *.

We trust that the picture of this industry clearly demonstrates our
involvement with the subject matter of this bill and confirms the
propriety of our opinions.

We therefore urge your committee to amend H.R. 11970 in the
following respects:

(a) Eliminate completely the adjustment assistance provisions of
this bill. They do not conform to the remedies in present law. They
create radical standards of unemployment assistance, inequalities be-
tween classes of unemployed workers and distressed firms and provide
an administrative enticement to substitute postmortem assistance for
antemortem tariff adjustment.

(5) Restore to the bill the historic principle that tariff rates are to
be reduced selectively, thereby avoiding the cause or threat of serious
injury to domestic workers and industries; the principle which Con-
gress has developed and emphasized in extension of the trade agree-
ments program,

(¢) Strengthen the escape clause provisions of the bill. We em-
bhatically urge incorporating the definition of industry as provided
in the present law. .

(d) Eliminate the proposed preliminaries to negotiation. In place
thereof, incorporate the peril point provisions of the present law.
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(The material previously referred to follows:)

KNITTED GLOVE INDUSTRY
MEMBERS OF AMERIOAN KNTi GLOVE ABSOCIATION, INC.

Clydebank Knitting Co., Inc., Canal Stre<t, Fort Plain, N.Y.
Gloversville-Continental Mills, Beaver Street, Gloversville, N.X.
Kn{t-True Handwear Corp., 6 Divislon Street, Gloversville, N.Y.
Marr Knitting, Inc., 508 Main Street, Osage, Iowa.

Sternwild Knitting Mills, Inc., 53 South Broadway, Yonkers, N.Y.
Leon F, Swears, Inc,, 111 North Perry Street, Johnstown, N.Y.
Zwicker Knitting Mills, 416 North Richmond Street, Appleton, Wis.

NONMEMBERS

Allied Knitting Mills, 1239 Broadway, New York, N.Y.

Gelmart Knitting Milis, 83 Prospect Street, Yonkers, N.Y. (P.R.)
Hitchcock & Curtiss Knitting Co., 111 Lock Street, Nashua, N.H.
Manheim Knitting Co., 320 West High Street, Manheim, Pa.
York Glove Mills, 35 St. Casimir Avenue, Yonkers, N.X. (P.R.)

OUT OF GlOVE BUSINESS, LIQUIDATED, MERGED, OR CLOSED INDEFINITELY

Ackshand Knitting Co., Ballston Spa, N.Y,

Alma Knitting Mills, Inc., 11 East Pine Street, Gloversville, N.Y,

Aibany Knitting Co., 373 South Pearl Street, Albany, N.Y.

Ashe Manufacturing Corp., 17 Washington Street, Rensselaer, N.Y.

Becopa Glove Mills, Inc., 4 Warburton Avenue, Yonkers, N.Y.

Geo. Dorner Knitting Mills, 107-02 37th Avenue, Corona, N.Y.

Eagle Kuitting Mills (Glove Division), 507 Second Street, Mllwsukee, Wis,
Figel Knitting Mills, Inc., 22-30 Orange Street, Albany, N

Florida Knitting Mills, Inc 20 North Coburn Avenue, Orlando, Fla.

M. Friedlander Knitting Co., Milwaukee, Wis,

Glove Associates, Inc,, 151 Ludlow Street, Yonkers, N.Y.

Glovemasters, Inc., 52 St. Casimir Avenue, Yonkers, N.Y.

Granite State Knitting Co., 18 Merrimack Street, Nashua, N.H. -

D. C. Haber Knitting Co., 7400 Stanton Avenue, Cleveland, Ohio,

Hega Knitting Mills, Inc., 2090 Riverdale Avenue, Yonkers, N.Y.

Interboro Knitting Mills, Inc 209 Riverdale Avenue, Yonkers, N.Y. (P.R. )
Jerome Knitting Mills, 289 Nepperhan Avenue, Yonkers, N.Y

Joseph A. Milstein Co., Inc., 64 Trinity Place, Albany, N.Y.

Mode Knitting Mills (Glove Division), 1319 South Michigan Avenue, Chicago, I1l.
Modern Knitting Co., 732 North Fifth Street, Milwaukee, Wis.

Mohawk Glove Co., 42 Wall Street, Amsterdam, N.Y.

Nolde & Horst Co., ReadIng, Pa.

Reliance Knitting Mills Co., 640 Broadway, New York, N.Y.

Riverdale Glove Mills Corp., 93 Riverdale Avenue, Yonkers, N.X.

Rivoll Knitting Mills, Inc., 161 Ludlow Street, Yonkers, N.Y.

Royalknit Glove Division, 19 West State Street, Johnstown, N.X.

Scotsmoor Co., Inc., 20 North Market Street, Johnstown, N.Y.

Stdr Manufacturing Co., 243 West 17th Street, New York, N.Y.

Straus Knitting Mills (Glove Division), 350 Sibley &treet St. Paul, Minn. ,
Sweetwater plant, Gloversville Knitting Co., 107 Morrls Street, 8w eetn ater, Tenn.
Waldorf Knitting Co., 243 West 17th Street, New York, N.Y.

Wells Lamont Corp. (Wool Glove Division), 1791 Howard Street, Chicago, Ill.
Wings Knitting Co., 827 East Locust Street, Milwaukee, Wis.

OTHER

Max Lowentbal & Sons, 422 Clinton Avenue, South, Rochester, N.Y.
Portage Hoslery Co., Portage, Wis.
Royal Knitting Mllls, Inc., 20th Street and South California Avenue, Chicago, Iil.
The Cuzaryan. Thank you very much, Mr. Zwicker.
The next witness is Mr. X K. Scribner, president of Virginia Chemn-
icals & Smelting Co., of West' Norfolk, Va.
Please proceed, Mr. Scribner.
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STATEMENT OF A. K. SCRIBNER, PRESIDERT OF VIRGINIA
CHEMICALS & SMELTING CO.

Mr. ScrsNer. Iam A. K. Scribner, president of Virginia Chemicals
& Smelting Co. of West Norfolk, Va. I appreciate this opportunity
of appearing before you as a small chemica! manufacturer.

Our oomﬁar:iy is rated as “small business,” is & major producer
of sodium hydrosulfite, a chemical that generates over 35 percent
of our sales and profits. Bill H.R. 11970, as written, carries with it
the threat of serious injury to the hydrosulfite industlg and perhaps
irrevocable damage or fatal consequences to Virginia Chemicals and
other small companies involved due to the basic economic advantages
European producers have in the production of sodium hydrosulfite.
As a result, U.S. producers have been unable to export to EEC or
United Kingdom., A substantial lowering or removal of our tariffs
would open the doors to foreign hydrosulfite and would not create
new markets for “hydro”—merely replace domestic production in
this country.

We are opposed to H.R. 11970 as now written even though we
opc:ira.te an export department and appreciate the necessity for world
trade.

We recommend that H.R. 11970 be amended to include more defini-
tive safeguards that will assure the continuing existence of efficiently
operated small business.

RECOMMENDATIONS

1. The Tariff Commission after the necessary hearings, whether
prenegotiation or postnegotiation should report its findings, with rec-
ommendations, to the President and specify the minimum level below
which a tariff reduction on each product would threaten or cause
serious injury (secs. 221 and 211), and the President should be re-
quired to explain to Congress his reasons for not following the rec-
ommendations of the Tariff Commission (sec. 228).

2. Chapter 5 should provide that during the course of negotiations
information and advice gertaining to the group of products under con-
sideration must be sought from industry sources with specific knowl-
edge of the products under discussion.

3. (a) Tariff concessions and negotiations should be made on a
product-by-product basis and not on broad category groupings.

(d) Reciprocal trading should be limited to like products and not,
for example, permit the trading of chemicals for agiricultural products.

4. (a) Theadjustment assistance chapters should be eliminated.

(&) The escape clause procedures of our present laws should be re-
stored and strengthened.

y These recommendations are based upon the following considera-
ions:
THE SMALL BUSINESS PROBLEM

Although we are a small chemical company (375 employees), I
am sure we must be representative of many other manufacturing
concerns of our size in this country who com successfully on 8
product-by-product basis with large, diversified companies manu-
facturing the same products. The fact'that we are all operating in
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the s.zlz)xlne economic climate and with the same ground rules makes this
ible. ‘ . 4

pog)sompetition with efficient foreign producers, large or small, with

their economic advantages is quite different. T

Representatives of the Manufacturing Chemists” Association (of
which we are a member) and of the Synthetic Organic Chemical
Manufacturers Association have already presentad in a comprehensive
manner the overall objections of the chemics! indusiry to H.R. 11970.

My objective in presenting this testimony to you i¢ to call your
attention to the fact that the dangers as presented by the larger
industries are compounded many times in the case of small companies
such as ours. : ‘

Companies in our type of industry, chemicals, must maintain a profit
picture that will support a strong research and development program
to even maintain our position, let alone grow. The impact of a drop
in dollar profits in a large business can probably be absorbed but in &
small business a loss of the equivalent profit dollars could have a dras-
tic effect. The alternatives open to them would be to curtail opers-
tions, close down, shrink, or merge. Any of thése alternatives would
be serious, and even disastrous for the small company and its em-
ployees, customers, suppliers, stockholders, and the recipients of its
tax dollars. : . o

During 40 years with this company I have been exposed to a wide
variety of customers both small and large. The consensus has been
that the efficient profit-minded small business helps maintain healthy
competition and has a responsible place in our economic system and
the community. o ‘

One of the fundamental differences between large and small com-
panies is availability of capital. This not only narrows a small com-
pany’s choice of new products and processes but normally leads them
into batch and semicontinuous processes that inherently operate with
more man-hours per unit of production than the large, automated, con-
tinuous processes. Moreover, many of these batch and semicontinuous
processes consume several manufactured products as raw materials
instead of starting from a natural resource. The cumulative labor
charges in these raw materials are indirect but all enter into the final
unit cost of the end product. Although competitive batch-type manu-
facturing processes will also be foung in many large companies, tl:zﬁ
usually represent a small segment of their total business. Thus limi
capital, narrow choice of products, and high direct and indirect labor
content of the products combine to make small business particularly
sensitive to imports. -

For example, in the process of manufacturing the 62 million pounds
of sodjum hydrosulfite produced by this industry in 1961, more than
310 million pounds of previously manufactured items were consumed
as raw materials. These different chemicals carry forward indirectly
into the ultimate unit cost of “hydro” not only all their labor and
transportation costs, but also the taxes and profits they generated.

For “hydro,” this is a use ratio of 5 to 1 Il)>etw'een the raw materials
consumed and the finished product. This ratio varies from product
to product and is needed to better evaluate the total impact of tariff
concessions. These facts will, contradict the simple statement that a
pound of imported goods will merely replace a similar pound of U.S.
production,
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The utimate effect on the U.S. economy can be deep and far
reaching as these ratios change, product by product. This is the type
of basic information our negotiators shoulg have available when evalu-
ating and deciding upon concessions. -

To a small company each product manufactured is an important and
substantial part of the whole with little depth for mistakes and losses.
Damage to the profitability of qne item can seriously threaten a small
company’s ability to operate and perhaps exist, let alone expand;
whereas a large diversified company producing the same product, can
probably withdraw or close down with much less injury or jeopardy to
their entire business. A small company’s limited number of products
should not be obscured or trapped in broad categories or on an indus-
try-wide basis. :

THE - IMPACT OF H.R. 11970 ON THE HYDROSULFITE INDUSTRY AND
YIRGINIA CHEMICALS & SMELTING CO.

The chemicals that concern my company are hydrosulfites or “dith-
ionites” (as described on page 19, series M, No. 34, SITC), and particu-
larly sodium hydrosulfite or “hydro” as we shall call it.

_ The importance of hydrosulfites to Virginia Chemnicals is based upon
the fact that these generate 35 percent or more of our total sales and
profit. Any substantial drop in profits from “hydro” would seriously
affect our ability to exist or expand.

“Hydro” selhng prices are 1n the range of 21.5 to 22 cents per pound
at U.S. producers’ plants. There are six U.S. producers, Total pro-
duction has varied from 55 to 62 million pounds annually. A 25-
Eercent excess capacity has existed for some time. Competition is very

een; prices have moved in a narrow range ( %5 percent), and profits
have been thin.

Of the producers, four are large, diversified chemical manufacturers,
and two would be classified as “small business”. Qur company is in
the latter group. In spite of size, the two small companies have
become major producers of “hydro.”

“Hydro” is produced worldwide by a batch process. An average
U.S. “hydro” plant would require an investment of less than $14
million and has a high man-hour requirement per unit of production.
To the best of our knowledge a “hydro” manufacturing plant could
not be converted to the production of any other chemical.

The following comparisons clearly pinpoint the fact that the United
States cannot 1;)roduce hydrosulfites without a tariff. This sensitive-
ness of “hydro” to imports is a result of the basic differences in unit
costs:

a) We estimate from our knowledge of European operations that
U.S. plant unit costs for “hydro” (1no plant overhead, depreciation or
rofit) are 85 to 40 percent higher than European costs. This provides
uropean producers with a cost advantage of approximately 4 to 5
cents per pound on plant unit costs alone.

This differential is not leveled by ocean freight costs to our market
and exceeds our pretax operating profit by & substantial margin.

This European advantage is not due to U.S. inefficiency or plant
capacity but to their much lower labor rates including benefits, even
after a 70-percent productivity adjustment allowance (Virginia esti-
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mate{ is applied to “hydro,” plus varying lower prices on raw ma-
terials and packages.

(5) If the tariff on “hydro” should be eliminatd by both parties
through reciprocal negotiations and both used a minimum marginal
pricing policy (plant unit costs plus return on investment) for export

ricing, then imports of “hydro” would increase, exports to.the
turopean Economic Community or United Kingdom would not im-

rove, and our total world exports would probably decrease. It isour
judgment that—

(1) EEC or U.K. producers could land their “hydro” at our
east coast ports at prices 20 percent or more below our operating
costs.

(2) U.S. “hydro” landed at U.K. or EEC producing countries’
ports would cost 20 to 25 percent above European home market
rices. ‘

Fr%m 1957 through 1961, only 2.4 to 3.8 percent of the U.S. annual
production was exported including substantial foreign economic aid
shipments in 1961 in spite of the 2{(;)-J)ercent excess plant capacity
readily available. During this period of 5 years just 55 tons of
“hydro” were exported to Europe. Canada was our best customer
(35 percent of total exported), but European competition is rapidly
taking this Canadian business at prices we cannot afford to match.

Vital industries such as paper, textiles, synthetic rubber, and other
uses of “hydro” would become dependent upon foreign products, plac-
in%them in jeopardy in a national emergency: : -

inally, any lowering of duties on hydrosulfite would leave us with
two choices, loss of business or reduction of prices to meet forei
competition. Either of these would result in serious erosion of profit.
As a result, our business would be seriously affected. YWhile our profits
were sinking, our foreign counterparts’ would be increasing. Our
research and development program would suffer and have to be cur-
tailed. Theirs would prosper. The hours worked by. our operators
would he reduced and people might be laid off. Overall, our foreign
competition would improve their position while ours deteriorated.

The Crammman. Thank you very much, Mr. Scribner,

The next witness is Mr. Raymond J. Price of the Glass Crafts of
America.

Mr. Price, please take a seat, sir, and proceed.

STATEMENT OF J. RAYMOND PRICE, EXECUTIVE SECRETARY,
GLASS CRAFTS OF AMERICA

Mr. Price. Mr. Chairman, in addition to the typed draft I have
given to the committee there are several exhibits tKat I will dispense
without reading at this time.

My name is J. Raymond Price. I am executive secretary of Glass
Crafts of America, an organization comgrised of 17 U.S. companies
enﬁaged in the proéuction of hand-pressed and hand-blown glassware.

am also executive secretary of the Illuminating and Allied Glass-

ware Manufacturers Association, an organization of seven U.S. com-

anies engaged in the production of hand-made glassware products
or illuminating, industrial and allied purposes.

In addition to these two association groups of glassware manufac-
turers, I also represent, on an individual company basis, seven addi-
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tional companies producing a general line of hand-made glassware.
(See avhilit “A”B -

I am speaking today on behalf of all these companies, and all are
unanimously oppost.! ¢ H.R. 11870. These companies, in toto, manu-
facture from 00 to 95 percent * of all of the hand-made g' tssware made
in America today. Incidentally, T would like to call your attention
to the fact that of these 81 companies, 10 are located in West Virginia,
a'State which has received mucﬁ comment and publicity as a distressed
area. .
In addition, three others are lockted at West Virginia's borders.
In each of their respective locations these companies contribute sub-
stantially to the total industrial payroll, and in some cases almost
100 percent of the total indvstria payroil.

I have served this industry in various capacities for more than 25
years. This service has been as a production worker in the factory.
as & union officer and representative, and as an official of various asso-
ciations of glass manufacturers that have existed over this period of
time.

Because of my long and intimate association with the affairs and
problems of this industry I can relay to you, from first-hand knowl-
edge, some of the troubles we have experienoed under the governmental
polioy of continuing, and ever-increasing, exposure of this vital in-
dustry to the unfair competition of low-wage foreign imports, a policy
which is now being carried to the ultimate and which, if persisted in,
threatens to deal a final, fatal blow to some of the most time-honored
and highly respected manufacturing firms in this, the oldest of Ameri-
can manufacturing industries.

We are but one of many industries similarly affected.

To illustrate the fact that we, in the glass industry, do have a vital
stake in any legislation on tariffs, I think it is appropriate to say, and
important to remember, that in the decade of 1950-60 the number of
hand-made glassware ﬁ]ants in this country has been reduced by at
Lelast.ml)s; incidentally, Mr. Chairman, now that number is 19 or possi-

+ he number of men and women employed at hourly rated work has
been reduced by approximately 42 percent. This represents a loss of
approximately 114 million. man-hours of work per year. These losses
are attributable, in large measure, to foreign imports produced at
wages which are far below those paid to American glassworkers.

Over the same decade, imports of competing glassware products
increased from $514 million per year in 1950 “o $111% million in 1960,
as reported by the U.S. Department of Comrerce. ~(See exhibits C,
D,and E.)

These Department of Commerce reports show an increase in im-
portsof over 100 percent in all categories of glassware as of 1930.

However, if we were to spearate the data applicable to certain cate-
gories of glassware important to the 17.S. companies today, the per-
centage increase in imports weuld range upward to 3,000 percent
or higher.

1 Estimated by comparing our individual ¢ompany reports against hand plants listed
in the indurtry’'s glass directories.
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Over this same decade, our exports of glaas and glass products were
reduced by 27.3 percent and, I might add, current exports of hand-
made flasswaro are practically nil.

It thus becomes obvious that, even at present rates, U.S. tariff duties
are no obstacle to a foreign manufacturer. Notwithstanding these
facts, the legislation to which we are addressing ourselves today would
open the way to the complete elimination of the already extremely low
tariffs remaining.

Moreover, even if our own tariff negotiators should do an about face
and introduce true reciprocity into the agreemcu.ts entered into with
foreign countries it would avail us very little, if anything, because of
the restrictions, other than tariffs, which are imposed by those coun-
tries upon the importation of U.S. goods. .

We are told that by sacrific roduct lines the United States
will more than ma/ the loss thro i rts of others.
However, in th rd of past experience, asrevealed by Department
of Commerce.data in imports and exports, we cahfind no justification
for such predictions.

Even if that were to me (%t\would be of\jttle comfort to
a highly'skilled glassworket whose investment in skillswnd experience

Ie]

would be of little ¥lue elseywhere.: .

Thg simple triath is that, in industry after industry, imports have
been gaking over out domestic. m:hmgfor products in whigh the labor
cost/factor is high. Sugh/gaiis as We have mide have Been in the

expprt of products reflecting a relatively lgw labor cost.

1e handnfade.glassware industry is,ohe of thbse with aivery high
labér cost—e:rpmx atel¥ 85 to 70 percent.of the total mgnufactur-
inglcost—and, it is, therefore, extremely sensitive to imports of com-
parable items inade at very low foreign-wages.

It\is the wiqe digparity in wages that gives the foreigy manufac-
turen the overwhelming advantage. ‘Knowing .that to Yo true, the
point\that shocks us most grievously is that H.R. 11970 no pre-
giving aﬁec;ed'fndustti% any chanes to survive—they are

usly tossed(into the discard by Exectitive decreé.

estly, and asvigorously as possible, object’ to any and all
legrislation Yat proposes to permit our Government to barter away
our jobs and dyr livelihoods, our properties and.éur life investments.

The skills pecnliar to the handmade glgsstvare industry are not
readily adaptable to lines of qg;leavgf: #Rg, possible those
of the very small number of Hisiildimakers these employ. The
equipmeny and the facilities of this industry do n: ibly lend them-
selves to other product lines,

Gentlemen, we firmly believe that the reduction, or the elimination,
of our already too low tariffs will surely result in the destruction of
the job opportunities and earnings of millions of Americans now em-
ploved in many of our manufacturing industries. .

It will accentuate the already serious problems stemming from the
exports of American capital and jobs to oversea low-wage countries.

Secretary of the Treasury Dillon, in his testimony befcre the House
Ways and Means Committee on March 15 of this year, expressed con-
cern over this poesibility when he said : '

I think it is more than ever egsential that we work toward equality of taxes so
thatkott:; own {nvestment won't all flow overaeas to produce ftems for our own
markets.
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- That Secretary Dillon's fears were well founded is indicated by:an
article published in the Juily 31 issue of the Lnport Bulletin.

This article, entitled “Common Market Position of Belgium At-
tractive,” starts out by saying:

Indreasing Investments in the economic union of Belglum and Luxembourg,

many from U.S. companies, promise ter prosperity for the two countries and
point to increased trade abroad. * ¥ % The United States accounts for a major
share in the foreign investments currently geing on, 77 U.S. companies having set
themselves up in Belgium last year to bring the total to over 500. The 1961
U.8. investments compared to 48 companies in 1960, and 19 companies in
1058. * ¢ * Belgium has, through this year under the KSCS, to remain protected
from free coal trading within the Common Market. Quotas for Imports from
Common Market producers have simultaneously been raised, mostly at tbe
expense of Linports from the United States. U.S, shipments have fallen to 668,-
000 tons of coal in 1961 from 1,800,000 tons in 1958 ¢ ¢ &,
__In the same article Carlos Van Bellinghen, Minister Plenipoten-
tiary, General Consul of Belgium, expresses his extreme satisfaction
with the trend our tgiiff policy is taking when he says his country ex-
ports 40 percent of her total production and 70 ;l)ercent of her indus-
trial production in order to maintain a high level of employment.

. For this reason, he said, Belgium has made intensive efforts since
the end of World War II to expand her trading activities in the vast
U.S. market. :

These efforts have met with such success that the U.S. market now
absorbs over 9 percent of Belgium’s total exports, or $355 million last
year, , ,

The credit for this success is due, says Mr. Bellinghen, not only to
the achievements of the public and private sectors of the Belgium
economy—
but s also a consequence of the moral and material aid afforded by the United
States to my country and to all Europe after the war. After having contributed
greatly to the liberation of the Continent of Europe, the United States, through
Ma;shgll %id, has helped rebuild the economies of the Western European natlons.

In the same article, the consul general speaks favorably of the vote
of the U.S. House of Representatives on this trade expansion bill, and
said that when the bill 1s enacted it will, by making possible a con-
siderable lowering of customs duties, help, no doubt, to increase Bel-
gium’s exports to the United States,

The Import Bulletin also reports, in connection with the above
comments, that in 1961 Belgium shipped $20.7 million worth of glass
into the United States. Most of this was in plate glass and window

lass, but we note that enough of the total was in crystal glassware
%approximately $2 million) to equal the entire annual shipments of
olxlle of the larger of the few remaining handinade glassware plants in
the country. : ,

X make this reference to our latest reports on the Belgium situation
because we have every reason to believe that it is typical of the situa-
tion with respect to the other Common Market countries insofar as
trade practices affect employment in the handmade glassware industry
in_this country. : '

Foreign manufacturers paying wages far below rates required by
law in the United States and using the latest, most efficient machinery
and method—supplied, in large measure, by American tax dollars
under the Marshall plan and otherwise—are in' a position to eliminate

almost all possibility of successful competition on our part.
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- There i3 no equity in' proposing that the Unitéd Statés'increassits
exportsiof raw materials and semimanufactured s if that must
be doné at the sacrifice of the jobs of thousands of working men and
women ‘in this country to say nothing of the millions of dollard of
invested capital and taxes paid by these industries. e

From the standpoint of national interest, gentlemeir; the handmade
glassware industry is of vital importance to our national defense in
timés of war or other national emergéncy, yet these factoriéd cannot
be maintained nor can the irreplaceable skills of the men and women
who work in the industry be presérved on & wartime or emergency-
need basis, . - - . ST Caor N

- Their ability to rapidly convert to the production of such items as
giass for shipsy plan‘ésl):irpom, ordriancd use,”signal '%ass,'sonar,
radar and-television bulbs has beeri fully demonstrated in World Wars
I and II and in the Korean situation, and there is no reliable source
of supply outside our Nation’s borders to replace them in time of war.

This reservoir of facilities, technical personnel, and skilled crafts-
men cannot be tossed into the discard. However, these companies
canrnot exist unless'we can find some way to preserve for them a fair
share of the domestic market for the ordinary household glassware,
giftware glass, glass for household and business illumination pur-
poses, and -so forth—their “bread and butter” items as it were—in
times of peace. o ' ' - ‘

In order that there be no misunderstanding of our position, gentle-
men, this industry is fully cognizant of the necessity for maintaining
trade with foreign nations. S )

It does not seek to create tariff barriers for the sole purpose of
eliminating competition. All it asks is that the Ametican manufac-
turer be given an opportunity to sell his wares, 'made by Ametican
workmen at American’ labor ‘rawéi equal'fo the opportunity afforded
foreign manufacturers whose employeeg-are paid much lower rates. -

While there are many justifiable reasons for this opposition, I'will
attempt only to touch updn a few of its more objectionable features.

Ostensibly, the purpose of this bill is to promote the general welfare,
forei%n policy and security of the United Stetes through interna-
tional trade agreements and through adjustment assistance to domestic
industry, agriculture and labor, and for other pur .

Certainly volumes could be written about the objectives so broadly
outlined, so general in scope and so inadequately provided for in de-
tailed terims of implementation.

One of the prime objectives we are asked to believe is the develop-
ment of freer trade between the nations involved. It should by now
be (Exite clear to all concerned that H.R. 11970 does not eliminate many
of td e major obstructions to free trade nor does it include any provision
to do so. ' N

Such restrictions on free trade as import quotas, licensing arrange-
ments and other discriminatory ﬂymctlces are'in no way dealt with.
These various types of nontarifl restriction: exist in almost every
country in the world in one form or another a1d this is certainly true
of all of the Common Market countries.

Tabulations and descriptions of such practices occupy more than a
}:un@red pages in the records of the Ways and Means Committee

earings.
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.- Since our tariffs are already the lowest in the world and we ses no
hope of removal of these nontariff restricti it is difficult for us to
understand how HLR. 11970 will “promote the general welfare.”

With respect to foreign policy we do not believe that our industry
should be sacrificed upon the altar of international politics. .

The adjustment assistance ostensibly provided under this bill is
particular g’ objectionable begause of the unprecedented powers it
gives to the executive department in determining which firms or
groups of workers shall be ted relief.

These powers are sp b thnt the President will be able to pick
and choose among persons or firms seeking relief. 'This opens the
way to at least the possibility of granting or withholding adjustment
assistance on the basis of purely political considerations. Such unlim-
ited delegation of authority would give to the President virtuel life
and death power over any industry. . B . L

The final phrase, “and for other purposes,” is indeed all-inclusive
and frightening to contemplate. : ; :

‘Section 224 of the bill requires only that the President shall transmit
to Congress his reasons for entering into an agreement after the
agreement has been entered, .

Wae believe that if additional powers are granted to the executive
department the Congress should very carefully insure retention of its
constitutional right to “regulate commerce with foreign na-
tiong * * *.” : ,

We believe that the escape clause in the present law should be
strengthened and applied to its original purpose;

We believe that the peril point provisions should be retained and
strengthened to the extent that the findings of the responsible body
encrusted with injury determination cannot be overruled nor ignored
by any one person.. We. believe that the peril point should be the
ruling criterion in cases of im;]»ort injury; and

We believe that the special Federal standards of adjustment pro-
visions of H.R. 11970 should be removed from consideration in the
development of any new legislation affecting our tariff policies.

For the reasons I have stated and the many more reasons which
time would not permit of introduction here, we resgctfully -urge
that this committee will recommend the rejection of H.R. 11970 in
its present form.

e further res]]mctfully urge that this committee will lend its ex-
perience, its knowledge and its judgment to legislation that will pre-
serve and strengthen the free enterprise system in America and to
legislation that will restore equity and balance to our national import-
® rtpolicfv.

-On behalf of the companies I repregent, I want to thank the com-
mittee for this opportunity to be heard today. I would like also to
request that mﬁ statement, together with the exhibits attached, be
made a part of the record of this hearing}.‘

The CHaIRMAN. Without objection that will be done.
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(The exhibits referred to follow:)

ExmmBre A

QLASS CBAFTS OF AMERIOA

Blenko Glass Co., Milton, W, Va.
Bryce Bros. Co., Mount Pleasant, Pa.
Fenton Art Qlass Co.,, Williamstown,

W, Va.
Fostorla Glass Co., Moundsvllle, W. Va,
Houze Glass Corp.,, Point Marion, Pa.
Imperial Glass Corp., Bellaire, Ohio.
Indiana Glass Co., Dunkirk, Ind.
Lewls County QGlass Co., Jane Lew,
. Va,
Morgantown Glassware Gulld, Morgan-
town, W, Va,
Pennsboro Qlass Co., Pennsboro, W. Va.
Rainbow Art Glass Co., Huntington,
W. Va.
Seneca Glass Co., Morgantown, W. Va.
Smith Glass Co., L. B, Mount Pleasant,

a,
United States Glass Co., Tiffin, Ohilo.
Viking Glass Co., New Martinsville,

W. Va.
Westmoreland Glass Co., Grapeville,

a,
West Virginia Glass Speclalty Co.,
Weston, W. Va.

BN
U g

ey
TLLUMINATING & ALLIXD GLABSWARE
MANUFACTURERS ABBOCIATION

Gillinder Bros., Inc., Port Jervis, N.Y.

Holophane Co., In¢., Newark, Ohlo.

Inlland Glass Division, La Grange Park.

1l

Jeannette Shade & Novelty Co., Jehn-
nette, Pa.

Kopp Glass, Ine,, Swlssdate, Pittsburgh
Pa.

Phoenix Glass Co., Monaca, Pa. '
Rodefer-Gleason Glass Co., Bellaire,
Ohlo. .

INDIVIDUAL PLANTS 3

Beaumont Co., Morgantown, W. Va.
Brock Glass Co Ltd., Santa Ana, Calif,
Consolidated Lamp & Glass Co., Corao-
polis, Pa.

Orescent Glass Co., Wellsburg, W. Va.
Lancaster Glass Corp ., Lancaster, Ohlo,
Peltier Glass Co., Ottawa, Ill,

United States Glass Co., Glassport, Pa.

Exxmir B
Handmade glassware manufacturing companies wohich have gone out of business
since 1950
- Appmxi-
Number
Company of Total Total com {
workers earnfngs ! wan
nes
Anco Glass Co., Toronto, Ohio.....cccvernoerccacneencnnennann
Demuth Glass ‘{Vorks, Brooklyn, N.¥., 1650, gy c&?sol uS’x 108082
A. H, Helsey & Co,, New ark, Oilio, 1956 1587 86,848 | 145,872 1057
Gill Glass & Fixture, Philadelphia, Ps., 1 78 49,101 77, 1957
American Glass Corp., Greens! ) Pa., 1053....... 150 | 206,400 { 308,570 1954
Paden City Glass Oo Paden City, W, Va. , 1850. .. ~281 [ 268,776 | 320,360 | 1051-52
Victory Glass Co., Jeannette, Pa., 1950. ... ... 196 | 173,245 | 231,628 | 1963-83
Duncan & Miller Co Wi ash‘ngton. Pa., 1955. 167 78011 | 123,918 1988
Oleason-Tiebout Co., Brook] Iy, N 00| 83,745 | 790,23 | 108488
Sneath Olns! Co., Hartford City, Ind 1050, . 105 { 125,426 168,171 | 1054-38
Cunbrldge ass Co., Cambridge, Oh.{o, 1984 852 | 198,731 | 291,067 | 1058-59
Erickson Olm Co,, Bremen, Ohlo......._. *
Cumberland al m Co., Mount s"m.
Dunbar G 15 ......
Commerc lnl Glau Co.. Fa!rmont W. Va..
Eastern Qlass Co., Dunkirk, N. b SRR Q@ 2

1 Hearl d employees only,
¥ No ﬂcyur‘:l uvaﬂfbley.m ¥

87270—62—pt, 3——38
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Exemir O

Volume and peroeniage change from 1950 in imporie of ladle and ornamenial
household glassware’

1 Qonsists of articles imported under schedule A, statistical classes 8378240, 5378300, and 5378000,
$ Comparable data not avallable,

Bource: U.8. Imports of Merchandise for Consumption, Reports FT-110, Buresu of the Census, Depart.

ment of
Exnmir D

Imports of handmade dlown glassware as estimated dy the Depariment of
‘ Oommerce and the Tariff Commiassion

These {mports are based upon their foreign valuation. The forelgn value
may be converted to U.8. wholesale value by multiplying by 250 percent (foot-
note 1, table 18, 1958 report). Accordingly, the increase in the imports of hand-
dblown glassware, measured in terms of its U.8. wholesale price is shown by the
following table:

Imports Impotts
Fore| U.8. whole- F U.8. whole-
u? sale value 3&”\:‘? sale valoe
$2,212,742 | $5,831,883 $4,627,084 | $11, 567,710
2,077,348 7,443,370 4,934,142 | 12,335,355
-l 2,004,000 | 8,235,000 5,843,995 [ 14,009,988
.| 2,204,000{ 8, 735000 7,125,807 | 17,814,518
| 279,300 6,048 408 7,602,109 | 18,735,273
4,169,502 { 10,423,980 7,876,839 | 18 442,008
4,221,658 1 10,854, 145 9,273,885 | 23,184,718

Accordingly, it will be seen that since the first GATT concessions were made
in Geneva in 1047, the imports of handmade blown glasswaie have increased
from a foreign value of $2,212,742 in 1046 to a value of $9,273,885 in 1959, an
increase of 319 percent.

ExHIBIT E

U.8. imports of pressed and blown glassware inorease in 1960 (1961 date
reoetved too late to de tadulated for this Aearing)

U.8. imports of pressed and blown glassware reached a record high of $24.3
million in 1960, 4 percent above the previous high of $23.4 million In 1959, #5
reported today by the Consumer Durable Goods Division, Business and Defense
Services Administration, U.8. Department of Commerce.

Handmade glassware, which represented about one-half of total glassware
imports, showed the greatest increase and reached $11.6 million, 8 percent above
the 1959 figure of $10.8 million. Technical, scientific, and industrial glassware,
accounted for about one-third of the total imports, and increased 8.8 percent,
totaling $8.6 million compared with $8.8 million in 1059. Illuminating and elec-
tronic ware which represented about one-sixth of sll glassware imports, totaled
$4 million, a decrease of 8.8 percent from the $4.1 milion of 1950. Machin¢-made
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glassware, which accounted for less than 1 percent of the total, declined to $98,000
from $194,000 in 19839, a decrease of 48.7 percent. o

In 1960, West Germany remalued the largest supplier to the United States of
pressed and blown glassware, and accounted for 28.7 percent of the total imports.
Imports from West Germany also showed the greatest increase, amounting to
$7 million, 11.6 percent over the 1959 figure of $6.2 milllon. Japan was nex
representing 18.3 percent of the total, amounting to $4.4 million, an Increase o
8.1 percent over the $4.3 mUlion of 1959. The third largest supplier, 1taly, which
accounted for 16.0 percert of total imports of giassware, showed & decline of
4.9 nercent for a total of $3.8 million compared with $4.1 million u 1959,

ExHIBIT F

Volume and percentage change from 1850 in U.8, shipmenls of handmade blown
fumblers, godblets, and other stemware

Shipments [ Amount of
(thousand obay,  Perotnlage
dozens) (thousand change
dozens)

2,418 )i
2,101 ~228 -0.4
2,014 ~348 -~14.3
1,054 —463 ~19.2
1,564 ~85% ~35.3
1,960 - 433 -187
2.000 ~419 ~12.8
1,804 ~6818 —25.4
1, 508 ~013 -37.7
1,548 -871 -30.0
1,618 ~801 ~33.1

Volume and percentage change from 1950 ¢n U.S. shipmenis of machine-made
tumbdlers, godblets, and other stemware

Sbipments | Amount of | Percentage .
(t change (thou-| change '
dozens) | sand dozens)
84 il
73,889 4706 +1.0
85,160 -8, 74 -9. 4
66,128 -8, 756 ~80
68, 216 -3, 668 ~5.1
66,010 -8,874 ~8.2
57,437 ~14, 447 ~20.1
88, 507 -13,377 -18.6
58, 195 ~15,689 -21.8
8,m -17,107 -3.8
83,79 ~18,188 —~25.3

The CuairMaN, Mr. Price, you state that 77 U.S. companies set
themselves up in Belgium this past year to bring the total to over
500; you mean 500 American companies are operating—— ’

, ]!fr. Price. I am not quite clear on that, Mr. Chairman. I lifted:
this statement from & press article in the import bulletin and it is put
in here verbatim as reported. I can only assume that over 500 U.S
com})'ames are located there now. . - ' St

If you will note, the writer goes on to say this compares to 48 com-
panies in 1960, and only 19 in 1958. o
. So, I can only assume that there has been this tremendous growth
since 1958 from 19 companies to 500 now.
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The Cuamman. I don’t question the figures but that is a tremen-
dous growth. ‘

Mr. Price. It isindeed, sir.

My personal opinion is, it is very alarming and ir.dicative of the
outflow of ‘capital and job opportunities from the United States
to these more favorable nations., o

The Cramrman. I am alarmed, too. I wish you would check on
those figures becauss it doesn’t seem reasonable that the companies
would grow from 48 in 1960 to 500. Maybe that covers, that 500 covers
something else.

Mr. Price. I will be happy to check further into that report, Mr.
Chairman, and provide it for you, if possible.

The CHammaN. If you have it available, I would like to know the
investment made.

Could that be secured, by these companies, are they built factories
orselling organizations or what are they{

Mr. Price. I assume you mean the total investment capital rep-
resented by these 500.

The CuAIRMAN. When you say companies have set themnselves up
in Belgium, do you mean manufacturing companies or selling organ-
izations! Soms of them are selling organizations and some of them
are manufacturing, aren’t they f

Mr. Price. That might very well be that some of them are selling
organizations., I am not sure ﬂecause the article was not that explicit.

he CraIrMAN. I share your concern about this tremendous oversea
investment of American capital.

Do you think it is accelerated by reason of the Common Market?

Mr. Price. I think it has been accelerated, and this is my personal
opinion, becauss of the extremely low labor rates in the foreign coun-
tries it is—it has been part of the general picture for a number of
years.

The Cuamryan. It is also perhaps accelerated by the thought they
can sell among themselves without a tariff and get the benefit of low
Iabor ratest?

Mbr. Price. Ithink thatisa natural trend.

The Cramrman. What was that{

Mr. Price. I think that was the natural trend. It might very weil
have been foreseen.

The Cnairyan. The Common Market was first announced about 3
years ago?

Mr. Price. Three, three and a half years ago, I am not just sure.

The CHAIRMAN. I would like to have the increase in American
companies locating within the Common Market area beginning with
the 'tfilgf that the announcement was first made, if these figures are
available. "

Mr. Prick. I shall make every effort to obtain them for you, sir.

The Crairman. And also, if possible, that amount invested by the
companies. : - = -
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(The following was later received for the rooond ) i
" GLass Caarre or AMEaI

. E o Auyut 10, 196'8
Re H.R. 11970 (additional data requested). .

Hon. Harry ¥. BYRD,
Ohatmmu, Senate Finance Oommuuc. New Senate (Mtoc Buadtw. Waanwton,

Dm Sm At the close of my cestimony before the Senate Finance Oom
mittee on August 7, you asked several questions which I was unable to anawer
offhand. In keeping with my promise to obtain the answers, if possible, I
submit the following additional data:

A. Question. When did the EEC come into being?

Answer. The EEC came into being &s a result of the Treaty of Rome, which
became effective Janunary 1, 1938,

B. Question. You mention an fncrease of from 19 companies in 1958 to 500
companles (setting up in business in Belgium and Luxembourg) between 1958
and 1962—are these all U.S. companies?

Answer, The Consumer Durable Goods Division of the U.S. Department of
Commerce has informed me that 238 new business establishments were sét
up in Belgium fn 1961. Of these 238 new establishments, 77 were U.8. irms;
thesle: 77 firms represented an investment of $79 mllllon and they employ 2,855
workers.

" l’{‘he types of new enterprises by U.8. investors for 1961 are broken down &8s
ollows :
.38

TOAUSEEIAL - e oo e ———- T
Commercial... - —— - - --50
SerVICes e ccac—ean—— - - 14
Total - evoeeeee oo e 77
This is the same total that I quoted from the Import Bulletin in my tcstlmony
on August 7.

The Consumer Durable Gogds Divislon could not answer Immediately my ques-
tion with respect to the 500 new establishments in Belgium and Lgxémbourg
since 1938; 1.e,, how many were U.S. firms, total capital investment, étc. How-
ever, I am enclosing several charts from the September 1961 issue of Survey of
Current Business, as published by the U.S. Department of Commerce, Office of
Business Economiecs.

These charts are to be found on pages 20, 21, 22, and 23 of the issue mentioned
above. For identification purposes, they are designated as follows, and you will
note that the upsurge in U.S. investment in manufacturing facilities in the
Common Market countries coincldes with the enactment of the Treaty of Rome
and fs growing each year:

No. 1. “Comparison of domestlc and foreign plant and equipment expenditures
by U.S. companies—1957-61."”

No. 2. “Plant and equipment expenditures abroad by U.S. manufacturing com-
panies by area and major commodity—1950-62.” (With respect to this chart,
please note the high totals in the Common Market countries as compared to all
other areas of Europe and the rest of the world.)

No. 3. “Plant and equtpment expenditures of direct forelgn Investments in
selected industries, 1959-62."”

No. 4. “Domestic and forelgn expenditures for plant equipment in selected
industries, 1959-61."

No. 5. “Sales of manufacturers by direct {investment enterprises abroad prin-
cipal commodities by areas—1957, 1059, and 1960.”

No. 6. “Production abroad by direct lnvestment ma.aufacturing enterprlses, by
selected countries—1957, 1959, and 1960.”
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The above charts are in an articie written by Frederick Cutler and Chris-
topher Douty for the September lssue of Survey of Current Business for 1661
and, {n connection with the charts, they write:

“U.8. direct investment enterprises abroad are planning to spend over $4.5
billion this year for plant and equipment, and expect to maintain this rate during
1062. Of this total, nearly $4 billion 18 expected to be invested in production facil-
itles for manufacturers, petroleum, and raw materials of various kinds, the re-
mainder for utilities, trade and djstribution, and service industries. (I belleve
this answers your question as to how much of this foreign lnvestment is going
into production facilities for manufacturers.)

“The 1961 amount exceeds the previous year’s actual investment by more than
20 percent, and approaches the earller high established in 1957 when the petro-
leum industry was extremely active abroad, ¢ ¢ ¢

“U.8. manufacturing companies anticipate an increase of 80 percent in outlays
for capital equipment {n 1961, with only a small decrease from thls high now
expected for 1962, * ¢ ¢

“Outlays in Europe—over half of the total—are rising sharply in both the
Common Market countries and the United Kingdom. * * *

“%gthys {n the Common Market are expected to increase more than 50 perceat
in 1961.

“OOMPARISON WITH DOMESTIO OUTLAYS

“Foreign plant and equipment expeditures are becoming an increasingly large
proportion of the overall capital investinent programs of many U.8. manufactur-
ing industries, as shown in table 4 (exhibit No. 4 attached hereto). * * ¢

“[They) are rising faster than for the domestic industry. * ¢ * Domestlc ex-
penditures in 1961 remalned practically unchanged, compared to 19060, while
forelgn expenditures show a strong upward trend.”

The above comments, {ssued by the Department of Commerce, and the charts
developed in connection therewlith, certalnly substantiate our more general
reference to this trend in our testimony before your committee on August 7.

Since it 18 imperative that I submit to you the information obtained as quickly
as possible, I am sending it by air mail this afternoon.

Again may I express to you and your committee my sincere appreciation for
the courtesy extended to me and to the American handmade glassware industry
on August 7.

Yery truly yours,
J. RAYMOND PRICE,
Baeoutive Seorelary.
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Comparison of Domestic and Foreign
Ploant ond Equipment Expenditures

By U.S. Companies —1957-61

MANUFACTURING*= Upsurge in Foreign
Expenditures Places Them Considerably

Above 1957; Domestic Still Below
’ ' 181 %
Index, 1957 = 100 :/:. 1961
140 [ S -
. § Evrope
1961 in Bil. § H .
Domestic 10.03 s
Foreign 1,76 &
‘20 ™ ¢ K —
Europe 90 N\ Porelgn
100 -
\ ¢ " Domasiic
80 - -’ -
\ s
[ 4
1

60
PETROLEUM AND MINING = Foreign
Expenditures Show Recovery From 1960 Low

120 [
1961 1 Bil. §
Domestic 3.74
Forelgn 2.22

100 B
Y
L Domestic
8 |- |
Forelgn
60 | i 1 1
1957 1958 1959 1960 1961
REr.elvdas Primary lron ond Steel ond {Anticipated)
Potrolewm Products. .
1 of Commarc, Ot of Babaes € 6l-9-8

3. 00
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TaBLE 2.—Plant and equipment expenditures abroad by U.S. manufacturing companies, by area and major commodity, 1959-62

001

901 J0 10V NOISNVIXY :AAGVHL

{Millions of dollars}
Paper Primary | Machin- | Electrical { Trans- ,| Other
Areas and years Total Food and allied | Chemicals | Rubber | and fabri- W machin- { portstion | manufso-
products | products products cated €] ery equip- turing
] ' metals ment
Al IXM{ total:
1950 $1,147 =2 $83 $232 $76 27 £00 906 $228 a4
1000 1, 1,337 9 78 27 68 133 132 104 336 182
1061 2 1,755 142 v 28 7 176 Y] 142 530 148
19623, 1,708 112 ] 301 “ 182 167 128 ‘a9 150
19691, 389 2 [ s 14 65 10 7 168 -43
1000t 384 30 85 75 15 49 17 30 [ <] 5
1961 3. 3n 30 60 68 18 50 22 35 45 4
1963 3. 3 28 57 62 16 [ 2 28 ~ B85 L9
Latin America: 3 . -
19691 103 20 8 52 16 16 1] 15 < 41 . 2
19601 207 % 7 9 12, 1 8 18 - 47 .8
1961 3 200 44 9 58 11 20 ] 27 86 .28
1963 2 257 3 7 T 60 12, 2 9 2% [ 27
on Market: -

10501 214 16 2 20 4 9 61 21 62 19

10001___. 328 17 2 4“4 11 10 7 21 128 -]

1061 9 504 3} 3, ] 7 12 % 35 28 28

1962 3 485 2 3 65 [ 12 8 30 206 30
Other Europe: L . -

1950 ¢, 228 13 5 [ ] 2 30 2 17 40 22

1900 1. 280 18 3 42 15 50 % 18 74 35

1961 9 308 26 4 50 14 55 41 31 143 33

19621, 407 20 4 65 25 £ 3 31 138 u

areas:
19503 115 1 3 22 19 7 8 16 20 11
19601 139 8 12 28 16 13 10 16 2 12
10613 . 191 11 4 41 19 3 11 - 18 38 13
10023 200 '] 3 48 16 37 11 15 57 13
1 Revised. # Includes Western Hemisphere dependencies.
 Estimated on the besis of company projections,

Norz.~Detull may not add to totals because of rounding.
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Tanre 3.—Plant and equipment evpenditures of direct foreign investmenis in

seleoted industries, 1059-68
(Millions of doBars)
16501 19601 10611 19639

$563 $550 $301 $502
el I 68 Q
0 143 141 126
198 256 21 313
95 87 3 ol
Canads, total...ceeuneane... sasstvesaansnn casan 170 b2 3 208 190
38 N8 38 ]
35 88 &8 5
45 (1] -3 [ ]

88 44 80
N4 128 151 180
37 0 2 2
lq 40 (] [
3 3| 45 45
18 20 31 0
18 137 ur 168

4 't

(0} . ® P ©® . ® '
101 125 138 183
8 7 H [}
o4 ] ] ]
7 g 8 ]
2 bt 16 []
21 » 46 14
14 1] 13 15

1 Revised.
1 Estimated on the basis of company projections.
1 Excludes international shipping.
¢ Less than $500,000,



TABLE 4.—Domestic and foreign ezpendilures for plant and equipment in selected industries, 1959-61

"

SLOT.

{Amounts in millions of dollars)
Expenditares—1939 1 Expenditures—1060 Expenditures—1961
Domes- Percent of| Domes- Peroent of Domes-
Total tie foreign | foreign tio Forelgn | foveign Total tie Foreign
to total to total

$5,475 $3, 480 $1,996 36 $5,523 43,620 $1,8018 34 43,9084 £, 70 2,214

7,303 6,340 1,033 4 8,785 7,000 1,185 13 9,007 7,400 1,607

1,127 1,000 d27 u 1,143 1,010 133 12 1,008 880 178

616 820 2 16 734 680 104 13 680 142

1,019 910 Y09 11 1,22 1,100 1R n 1,29 1,100 179

1,258 1,030 % 18 1,640 1,310 36 2 1, 700 1,10 530

713 630 12 828 7% 78 9 7 720 L

1,462 1,230 a2 16 1,8%7 1,600 7 13 1,938 1,650 288

266 190 76 29 28 0 a8 y~ m 220 1

912 £30 2 9 1,017 9290 /4 10 1,122 £30 142
WRevised.! Notz.—Foreign expenditures include acquisitions of existing fixed assets, which sre

’.Exolndu‘:wlmry iron and steel producers. exclnded from the domestic series.

€961 JO IOV NOISNVIXA dAYUl



es abroad, principal commodities, by areas, 1957, 1959, and 1960
[Mfllions of dollars)

TABLE 6.—Sales of manufactures by direcl-investment

TRADE EXPANSION AOT OF 1063
88 388 83 33 =3F

g

gofet

Transpor
tation

§98 882 R&3 BRE 3

u&.“v wTded Telel

§8% £8% 383 €

Rg 823

|

clctrieal

M

488 59§ 288 4

and
products | fabricated
metals

g2 [ES AW &

&% 288

Chemicals | Rubber

8% B3 ¥38 U3 23R
“z.&- et -
.m mmw. mm.m 23R 322 {RER
M_MW - et
a4
3 | 528 sss E28 Fes wan
MM g

Manafsc-
ot g

RER HES 382 233 38
HRN Fed N Sre o

Area and years

1 Inclndes Western Hemisphere dependencies.
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TABLE 7.—Production adroad by direct-investment manufacturing enterprises, by
selected countries, 1957, 1959, and 1960

[M{lllons of dollars)
. 1987 1950 1060

Allareas, total. . ... iiiiiiiiiiiiecercrae et eenaneas $18,331 $21,100 $23, 570
s o T80 8670 8 920
435 830 3,180
385 126 696
659 764 879
643 751 770
28 364 360
480 525 48
6,313 7,690 9,310

418 161
763 789 9658
1,118 1,872 1,838

20 244
3,303 4,050 4,718

485 574
1,688 1,910 3,100
033 1,088
Jepan.... o...oo.ooo... M7 240 20
Pbilippine Repubdlie... 118 141 140
Unjon of S8outh Africs. 28
Other coUntrles..c.cocveeneceaciocncencarasarancnsenncanes 263 304 340

1 Includes Western ITemisphers Jependencles.
# Includes production §n Cubs amc unting to $14¢ milllon in 1957, and $181 million L. 1959, but excludes

Cuba in 1960

The Cuamrman. Thank you very much.

Any questions?

Senator TaLmMapce. Mr. Chairman, I have a question.

Mr. Price, your statement was restricted to the handmade. I
assume that matters such as bottles and glass jars and things of that
tyge aremade by machinery {

{r. Price. Yes,sir.

Senator Tarmapee. Would your testimony relate substantially the
same to these mnachine-made glassitemsalso?

Mr. Price. No, sir, it does not. We have tried in the Department
of Commerce figures upon which we must rely for our import informa-
tion—we have tried to separate as best we can and differentiate be-
tween the machine-made and the handmade product. The situation
issomewhat different with the machine product.

Senator TaLyapge. Thank you very much.

The Citamraan. Thank you very much, Mr. Price.

The next witness is Mr. C. Frank Dale of the International Brother-
hood of Operative Potters.

Take a seat, sir, and proceed.

STATEMENT OF C. FRANK DALE, SIXTH VICE PRESIDENT, INTER-
NATIONAL BROTHERHOOD OF OPERATIVE POTTERS

Mr, DaLe. The statement of E. L. Wheatley, president, will be pre-
sented by me, C. Frank Dale, sixth vice president, International
Brotherhood of Operative Potters.

The International Brotherhood of Operative Potters speaks for the
vast majority of workers in potteries that make household and restau-
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rant china and earthenware. We also have membership in tilemak-
ing, vitrified china bathroom fixtures, and refractories establishments.

ottery products have long been imported and imports have caused
great difficulty to the domestic industry. This difficulty can be laid
at the feet of the low wages that prevail in the competing countries,

Our potteries are no less efficient than their foreign counterparts;
but potterymaking is an operation in which labor represents a high
portion of the cost of production. Therefore, we have little or no
mechanical advantage over foreign producers.

In the pottery industry labor wages amount to over 60 percent of the
total costs while material costs are relatively less. This means that
employment in the industry is higher per dollar of output than in the
more highly mechanized industries. Lo

Today this is a consideration that should not be dismissed too
lightly.” Employment has become a matter of national concern. It
is estimated that automation is causing the displacement of 25,000
workers in the Nation per day. We should be thankful that we still
have some industries that are not casting workers on to the unemploy-
ment rolls so rapidly.

The pottery industry has also suffered from displacement of work-
ers but this has come principally from import competition rather
than from automation.

This competition, of course, causes pressure for mechanization in
order to reducs costs; but no automatic potterymaking machine has
yet been produced.

If rapid mechanization did occur, unemployment would become
worse because in the present state of the world and the rapid spread
of technology overseas it would be only a short time before Japan
and other countries would install the same machinery and we would
soon lose our advantage. If more pottery were consumed because of
lower Eriws, cheaper imports rather than we would fill the demand.

Higher productivity is a desirable goal but it does not guarantee a
competitive advantage because our own companies are free to go
abroad and manufacture there or to license foreign manufacturers.

The result is that the lower foreign wages maintain their com-
getqu advantage. Without adequate tariffs or import quotas the

omestic market mes fair game to any foreign manufacturer who
keeps up with or achieves mechanical or technological parity with
z}rmerican producers. It is then that his low wage payments tale
effect.

. Having the same or nearly the same output per hour as the Amer-
ican manufacturer the foreign producer reaps a great advantage by
paying wages that may be only a third or a fourth or as low as an
esighth of our pay, including fringe benefits. .

American potteries are principally located in towns or small cities
and very often represent the economic mainstay of the community.

If calamity befalls the industry it also falls on the community and
causes hardship and [Lx:vation far beyond the factory doors.

It affects the local business and professions and visits a blight on
them as surely as a natural calamity and one that lasts longer.

H.R. 11970 proposes Federal aid under these circumstances. It
would pay two-thirds of the accustomed wages to displaced workers
wnd retrain them and in some cases relocate them.
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Mr. Chairman, on the first line of the third paragraph there, I
made a correction of the “a” to “I” and I will read it as corrected.

Mr. Chairman, you will pardon me if I say that this proposal gets
a sour reception from our membership. They are as patriotic as any
other Americans and are ready to make sacrifices in behalf of the
country’s security and defeating our enemies. .

They are, however, not ready to make these sacrifices in behalf of
State Department theorists and professors who have never put a
day of work in a factory in their lives or, if they did, got out of it as
quickly as possible,

The pottern workers do not understand and will not understand
and cannot be expected to understand why they should be consigned
to the ranks of the unemployed and probably onto the ash heap as a
matter of conscious policy, when the supposed benefits of the trade
bill are bitterly disputed. .

The question is ighl{l controversial and this means that numerous,
people do not agres with the objectives of the bill.

ow can anyone expect the probable victims of the bill, workers
who are peacefully and gainfully employed; who are law-abiding
citizens who have supported their Government and who cheerfully
meet their obligations as citizens—I ask, how can anyone reasonably
expect that these people will look with favor on such a bill as this, a
bil}ithat would put their livelihood, their family lives, and their future
in 'i:eopardy? )
hey regard it as a monstrous proposal that reflects a callous
bureaucratic reach for power over the lives of people in behalf of a
doctrine many regard as unsound in the first place.

The hundreds or thousands of dinnerware and chinaware potters
who have been idled because of potteries that failed, quit business or
went bankrupt, and those now working in plants that have a high
rate of partial unemployment, have a high age average.

Ovr organization’s record show that potter’s age averages are over
50 years in the dinnerware and chinaware industry.

he average potters know what to expect when they start Jookin
for new employment in another industry at such a high age leveﬁ
They cannot conceive of a Federal training plan accepting them as
applicants for special retraining for any jobs higher than low-paid
service operations in the minimum wage levels.

Many coramic plants are located in hilly country where clay is
mined and far enough removed from any potential training centers
that transportation allowances could well match their income, if such
allowances were permitted. '

This bill comes as a shock to those of us who are familiar with the
long line of promises and assurances '%iven by Presiden's Roosevelt,
Truman, and Eisenhower to the effect that the trade program was not
to ’Fut industry out of business or cause serious injury.

hese promises were supported by various Secretaries of State
who served from 1934 to 1960, beginning with Cordell Hull.

We remember that much was made of the care that was being
exercised by the State Department and other governmental agencies
to see to it that tariffs were not to be reduced to a point where injury
;s;i)ulctled take place. To assure this the peril point legislation was

opted. S '
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It was also said repeatedly that if serious.injury did occur. the
escape clause was available as a remedy. This was written into law
in 1951. ; : o :

It is true that the administration of the escape clause has been a
severe disappointment. Only 15 cases out of about 130 has ever
succeeded in getting a remedy in the form of a higher duty. ~ = .

Now, it is proposed to drop the peril point provision out of the law
and to cut the heart out of the escai)e clause. This, I say, is a shock-
ing proposal and should not prevail. :

at we need is a stronger rather than a ¥utted escape clause.
The Government should move to redeem its pledge rather than to
brush it unceremoniously aside. This is no way to build respect for
our Government or to promote faith in its goodwill.

It is & mistake to think that the people who support the Govern-
ment can be so easily fooled. Ye know when we are being taken for
a ride and we do not appreciate it, .

This bill would very soon result in a solid ceiling over wages. It
stands to reason that if tariffs are lowered still more industry will
find that import competition will give it a powerful weapon against
any further increases. We are being asked to walk into a stone wall
of collective bargaining.

Should we agree to this we would be silenced in future wage
conferences.

I know that the pottery industry itself is opposed to this bill and
in this we stand shoulder to shoulder. We do not want to see a ceiling
erected over their heads any more than they want to see one put over us.

Mr. Chairman, in making this presentation of objections to the
proposals for trade expansion there is no intent to imply that we are
opposed to any foreign nation.

have supported the past Federal administrations on foreign aid
to assist people and other nations throughout the world.

I respect the ﬁresent administration headed by our President and
have supported his election and practically all of his proposed legis-
lation with this one excetpion of H.R. 11970.

. I am opposed to the U.S. Consress del tir:f; or giving away an
of the established authority under the United States of America’s
Constitution to anyone.

Mr. Chairman, we are opposed rervently to the enactment of H.R.
11970. We do not want a passll)ox't to the junk pile but want a remedy
against injury from imports that rely on low wages for their com-
petitive advantage,

The Cuamyman. Thank you very much, Mr. Dale.

Mr. DaLe. Mr. Chairmun, could I insert the copy of an excerpt.
from the AFI~CIO debate?

The Cnatraan. Without oinection.

(The excerpts referred to follow:)

Excerprs FroM AFL-CIO INrBATE o FOLLION TRADE Rerarions, DeoruBER 11,
1661, BiENNIAL CONVENTION AT MIAMI BEACH, FLA.

(Proceedings, pp. 51-67, third day)

Mr, B. L. Wheatley, president, International Brotherhood of Opérative Potters:
“We are not ant! to any foreign nation, We are anti to baving the rights of '
Oongregs turned over to the State Departuent. ., . . o
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“You can talk of giving money to help distressed people and train them to
come into new industries ¢ * *. We do not think that program will get there
in time to do any good in the way of offering relief for our people.

L ] L ] L ] [ ] L ]

“But you pedple remember how long it takes the American labor movement to
even raise the minimum rate here, and that is too long * ¢ ¢ to assume that
the pottery workers and the other thousands and millions of wworkers who are
being deprived of thelr job opportunitiés are going to sit and wait on the relief
llnmee while some labor organisation in these other nations brings up a decent
minimum,”

Mr, George Baldanegl, president, United Textile Workers:

“We are not for isolation. We belleve In reciprocal trade. But our definition
of “reciprocity” is that we will supply nations with products that they do not
have, and we will buy from them products which we need and we do not have.

“We do not Interpret reciprocal trade to be a concept under which we will
permit low-wage areas or no-wage areas to destroy the economy of entire indus-
tries in this country, merely for the purpose of having friends.

[ ] L L] * [ ] L L ]

“With due respect to President Kennedy, who I firmly believe has a feeling
and a grasp of the problems of the world, I do not believe in the principle that
we should give to any President the right as an individual to wipe out any kind
of tariff or controls as an individual administrative act, because who may be
President today may be one type of personalily. Who may he President tomor-
row or § years from now may be a completely different personality.

[ ] L] [ ] 3 * * *

“When there are corporate intcrests ¢ ¢ * investing millions of dollars in
the Common Market of LKurope, that are establishing plants that are more
modern than ours today, unless we get some safeguard against wholesale impor-
tation into this country, there is no guarantee that 5 years fromn now these
same automated factories that are belng built in many parts of the world * ¢ ¢
wiil not curtail operations in this covrziry and dump all the cheap goods right
back here in the Unlted States."

Mr. Enoch Rust, vice president, United Glass & Ceramic Workers:

“Well, I went to Washington and I didn't have to stay long until I found that
we did not have & trade program based on the law as written, the reciprocal
trade program of 1934 and amended several times thereafter.

[ ] L ] [ ] L] L J ] 3

“Why are we excited? There was enough window glass imported in 1959 and
1960 to furnish over 4 million six-room dwellings * * *, In that period of time
(1959 and 1960) over a milllor “tomobiles were imported into this country
carrying 30 million square fee: glass and carrylng § million rubber tires
replacing thousands of rubber w. +s, thousands of glass workers, thousands
of textile workers, and thousands of uutomobile workers.

L ] [ ] L] * L J [ ] L ]

“We were told by Khrushchev that he was going to “bury us” economically.
What did we do to help him do {t? e gave him a spade to dig the hole with
and to throw the dirt in our face.”
er. George Burdon, president, United Rubber, Cork, Linolewm, and Plastic

orkers:

“In the rubber industry we are experiencing a serlous challenge from the
growing fmports of rubber footwear * * *, Imports totaled 50 million pairs in
1959 and doubled to 100 million pairs in 1960. -

L . [ ] [ ] * L [ ]

“YWe have an average of $2.50 an hour versus an average In some other
countries of 23 cents an hour. We cannot compete with that kind of competition.”

Mr. George Fecteau, president, United Shoe Workers of America:

:ln 1949 we imported 8 million pairs of shoes * ¢ *, We exported 6 million
pairs.

“Last year, 1060, we imported 80 milllon palrs * * * and our exports bad
dropped to 3 million pairs to all countries, so that the balance we have been
speaking about certainly 18 not in favor of the shoe industry.

“Many of our companies in the shoe industry—the large companies, those
who can afford to move—have moved to Japan. They have moved to Ifaly.
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They have moved to other foreign countries. Many of them have closed shoe
factories here in the United States * * *, These companies are moving for
profit reasons.

. . . . . ‘e .

“We have estimated that unless some protection * * * comes about * ¢ ¢
the shoes industry here will become as extinct as the dodo bird within 8 years.

L] L . * * L] ]

“I{ 1= suggested that the y-eople employed In those industries can go to other in-
dustries. As one who has been in the fleld and has seen factory after factory
close down, and has seen the efforts of our union and these workers to place them-
selves {n industry, I know that such talk is a lot of damned foollshness. It is
not practical or just.”

Mr, Willlam Pollock, president, Textile Workers of America :

“Stnce 1934 we have been for reciprocal trade; but we feel as an industry and
as representatives of the workers in that industry that we should not be offered
up as a sacrifice in the altar of international trade.

“You know, it 18 all very well to be for international trade, but we represent
workers * * * and they are told that in the interest of international trade we
must accept the imports from other nations, and ‘to protect you we will retrain
you and prepare you to go into some other industry.” Well, I think this is fine,
it is as it should be,

“But when you get an individual that has spent 20 or 30 years learning a skill
* ¢ ¢ only to find his job shipped to some other nation and he is to be trained
to go, maybe the electronles industry, where they are barely paying a minimum
wage, it is pretty hard to convince him that this is & sacrifice he must make in
the Interest of world peace.

* * [ ] . L] [ 3 »

“I know that in 1862 when we have to elect a full Congress, if the representa-
tives of our unions go to a Congressman in that congressional district and find
that he is going to vote for a liberal trade program that will export their job
to Europe, that he cannot count on their votes to send him back to Washington.”

Mr. George Meany, president, AFL-C10:

“If you read thi, resolution carefully, you will see that we are setting forth
stipulations that we feel should go {n this legislation.

[ L] ] L] * L] ¢

“We call for retention of the escape clause provision in the new legislation, and
then I would like to point to section 4 of the proposed resolution, that ‘the new
legislation should direct the President to take whatever action 18 necessary to
mitigate problems of market disruption.’

“To all these organizations, I can say to you that when the legislation comes
up * * * that our legislative department, our research department, our econom-
Ists and everybody concerned will coopcrate with these orgaunlzations sud try to
get ‘lll]ﬂthe legislative safeguard to protect them to the maximumn extent that is
possible.

"But we cannot * * * depart from the idea of a reciprocal trade pact with the
other nations of the world.”

Mr. George Harrison, chairman of the resolutions comniittee :

“This resolution goes further than any other trade policy resolution adopted
by this federation, in the direction of protecting our industries against undue
hardshlp because of reciprocal trade agreements.

[ ] L] 2 L ] [ ]  J *

“If you will look at paragraph 6 you will find that it says: ‘In ail phases of
tariff and trade policy, the U.8. Government should seek to safeguard the absplute
historic levels of production of significant industries.’

“Now that means only one thing. Certainly imports shall not be permitted to
the point where it causes serlous injury to any of our historic indus’ries.”

The resolution was carried. '

The Cuamman. I would like to ask you & question or two. On
p::fe 3 you discuss the proposed aid to those who may be displaced or
Industries that may be injured. .

What is your undesstanding of the standards whereby it is decided
whether or not an industry is injured by importations?

87270—82—pt. 83—+
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- Mr. DarLe. Well, Mr, Chairman, I would answer it this way: We
know from experience I think we are one of the oldest unions that
has led this fight against the influx of foreign ceramics coming into
the country. %Ve have never been able to get any aid in the form of a
quota or tariffs to protect us. Using as an illustration a little town in
northeastern part of Tennesses that employed something over a thou-
sand potters for quite a numbet of years and just recently they went
out of existence completely due to the competition.

The CrrairMAN. You come out very strongly against thisaid. Iam
impressed with what you say.

Vhen it comes to {mying the compensation for the aid, I assume
they will go first on the unemployment compensation rolls within the
State, is that correct ¥

Mr. DaLe. Yes, that would be my understanding.

The CuamrMaN. And then that is supplemented by Federal aid.

Mr.Dace. Yes, that is my understanding, too.

The CuamrmaN. Therefore, if you have one company that is in-
jured by competition within the United States, you will have one rate
of payments of aid, and thoss that are injured by imports would have
another, is that correct ¢

Mr. Dare. That isright.

Mr. Chairman, I would like to say, if you would permit me, using
as examples the two small towns in West Virginia, Nolan and C’hester,
the four companies which have plants there, the Homer Laughlin,
the Edwin N. Nolan, Harker Pottery, Taylor, Smith & Taylor should
employ & good many over 6,000 people, yet the maximum that are em-
ployed by them in the last 5 or 6 years is in the neighborhood of 3,000
or 3.100 at the outmost.

Today they are employing something like 2,500 people at a
maximum.

That is what we mean by “the partial unemployed” even with plants
still in existence.

The Cramrytan, Yes, but what I am getting at is that they first
start out on the State unemployment rolls, don’t they ¢

Mr. Dare. That would be my thinking, yes sir.

The Crarman. If they become unemployed by reason of imports?

That is angmented by the Federal aid, by paying them at a higher
rate than the State would pay ordinary uriemployment?

Mr. Dare. That is my understanding of the law, yes.

The Ciairyan. Don’t you think that is a first step toward federal-
izing the unemployment benefits$

Mr, Dare. T would assume so; yes.

The Cuamryan. It is something which I would be very much op-
posed to. I think you have made a very strong argument here with
your particular business, because, as you state, it would be very difficult
to train these skilled pottery workers for some other jobs.

Did you say the majority were over 50 years of .age?

Mr, Darr. Yes; better than 50 years of age, average.

The CAmMAN. What countries give you the worst competition ?

Mr. DaLe. Well, the worst is Japan, naturally; they produce more
china, send more in, and their wage level is much less than any of the
other ones. ' I think Mr. Coburn gave the figures there, I believe
something like 32 cents of Japanese wages against $2.50 somethjng.
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: 'The CaaRMAN, 32centsan hour?

Mr. Dare. 32centsan hour, against—-

The CHAIRMAN. Compare(f to your wage of what ?

Mr, DaLe. $2.56, I believe inchina.

The Cramrman. $2.561

Mr. Dace. Yes,

The Cramrman. All right. Thank you very much.

Mr. DavLe. Thank you,sir.

The CAIRMAN. Any questions?

Senator Satiers. Nojthank you.

The CuarrMaN. The next witness is Mr. Carl Gustkey of the Im-
perial Glass Corp.

Mr, Gustkey, take a seat, sir, and proceed.

STATEMENT OF CARL GUSTKEY, PRESIDENT, IMPERIAL
GLASS CORP.

Mr. GusTeey. Mr. Chairman, 4.d gentleman, I am Carl Gustkey,
for over 25 years president of the 59-year-old Imperial Glass Corﬁ.,
Bellaire, Ohio, United States of A merica—the low tariff country of the
entire world. We employ about 400 skilled glassmakers in producin,
some 2,000 items of handpressed and handblown, nationally marke
table, gift, institutional and other types of handcrafted crystal and
colored glassware sold through nearly 10,000 retail outlets in the
United States and Canada. We are a prou(i part of America’s oldest
industry, established at Jamestown by the Virginia colonists, in 1608.

I can’t possibly tell the full story of my company’s sore experiences
difficulties, declining employment and earnings caused by 25 years o
damaging import conuf)etitlon in but 10 short minutes, or even begin
to describe our fears of the fatal results we see coming from the pro-
posed adoption of H.R. 11970, but, I thank you, Mr. Chairman, for
allowing me to appear at all.

Mr. Chairman and gentlemen, we in our company and industry
qualifi as experts-by-experience on the ill effects caused by imports.

We have been forced to become economic literates to survive. There
are no economic boobs in our industry. Just because we sincerely
oppose passage of H.R. 11970 does not mean we are mental midgets.

ur company and our entire industry long ago labeled Mr. Hull’s
trade invention as the nonreciprocating trade policy of the United
States, because it has not ever been reciprocal for handmade glass
products in any portion of the past quarter century.

During the life of this carelessly and erroneously called reciprocal
trade policy of our Nation, our own company’s export business has
been reduced from a quarter-million dollars to $50,000 per year—a
decrease (or loss) in such sales of 80 Fement per year; the equivalent
of 4 1full weeks work (1 full month) for 400 full-time péople in
our plant.

S;:lce Mr. Hull’s “brain child” was first adopted by Congress our
Nation has reduced duties on imported handcrafted glassware by 70

rcent and foreign nations have “reciprocated” by enforcing (}uotas,
internal taxes, other varied and serious nontariff barriers including
complete embargoes against our products, time after time, until a
small Canadian market is all the export business left open to us and
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even it exacts a tariff rate today of over 30 percent on our wares and
imposes an added tax or levy of 15 percent at the consumer point of

sale.

Will we be any better able to build a profitable and worthwhile
oxport volume under H.R. 11970? How? What about the vast and
wide differences in international manufacturing costs and wage levels?

When an American producer has direct-wage costs of from 3 to 10
times higher than his foreign competitor how can he make and sell
on an equal basis? The difference is that great in our product field.

On this subject of wage percentage of total cost, Congress has been
told that “in the countries where wages are low‘ raw materials are
expensive and they balance out in the cost mix.”

uch a statement is a fallacy if applied to our product. In nearly
all nations of the world, raw materials for melted glass are close,
available, and thers are no real disadvantages compared with our raw
material costs. Nor do they have any in fuel costs for melting.

Today, raw materials cost us but g cents out of each income dollar.
Wages cost us 56 cents out of each income dollar. When the state-
ment is made that “all over the world, materials comprise the biggest
percentage of the average cost dollar,” an economic ignoramus is
speaking, for it is falsehood.

The author of such a statement knows nothing of the world’s craft
industries, to put it kindly.

And to refer again to differences in wages and labor’s earnings
throughout the world: How, in face of them, can the low-wage area
Iy our products? It's one thing to desire or want to buy—quite
another matter to be able to afford to buy.

Am7 right?

Of course I'm right.

During this long and tortuous 25-year period of alleged reciprocal
trade policy, we have seen both industrywide handblown and hand-
hre domestic production and sales of glassware decline dollarwise

y more than 50 percent, far more so in numbers of units produced,
and in our own company, we have painfully watched the percentage-
of-capacity operating level go down to & current 42 percent.

Our total annual average employment has dropped from 550 to 300
during the past quarter century under our government’s trade polic
and annual production downtime has moved from none to 60 full
days f)er year.

All of this has been caused by the large quantities of imported like-
or-similar glass items retailing in our domestic markets at from 25 to
75 {)ercent less than our American-made products.

We proved this situation and trend to both the House Steed sub-
committee (12 years ago—in 1950) and to the House Dent subcommit-
tee in July 1961.

Over the years we have repeatediy presented these proven trends to
the House Ways and Means Committee, to this Senate Finance Com-
mittee, and more than once to the Committee on Reciprocity
Information. , :

We have proved it twice to the Tariff Commission, but because none
of the separate companies in our industry were rea(iy to acknowledge
outright bankruptcy at the times of these Tariff Commission hearings,
we were granted no relief. ‘
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As a painful aside, I might interject here, that the second largest
handmade glass plant in America and one of the oldest in our industry
was forced into bankruﬁtcy proceedings the day after we recently were
g%sg,(i)fying before the House Ways and Means Committee on H.R.

Why?t

It was America’s larqest producer of handblown stemware and
could no longer successfully compete with foreign like-or-similar items
v;léisch have been entering our country in ever-increasing quantity since
1938.

Listen to but one current example—of literally hundreds—of such
proof of damage from imports: We make a 10-ounce table tumbler in
a Bambu pattern which we invented, originally designed, and origin-
ally marketeq, and it retails for $1 ench. A pirated exact copy from
Italy retails here for but 39 cents each.

Our 6-ounce juice tumbler retails for 90 cents each and the imported
steal-on-ours from Italy retails for only 29 cents each.

The price difference is in current direct-wage differentials.

In the first 8 months of 1961, we worked 480 total man-days on the
4 items in this pattern.

In the same period this year, we needed only 32 man-days to produce
to our sales. In such manner we have repeatedly and seriously suffered
since the adoption of our present so-called reciprocal trade legislation.

Do imports hurt usnow? The answer is self-evident from only this
one described example. From this, prof'ect if you will, please, the
difficulty we’ll face should H.R. 11970 rule our future.

Nowhere, in the current, vast, effective, costly, many times mislead-
ing but skillfully handled administration public relations campaign—
at the expense of the American taxpayer—to crash H.R. 11970 into
sudden existence have we seen or heard any recognition of or fair
mention made of the wide cost differences that exist hetween foreign
and domestic producers and how H.R. 11970 will cure or compensate
for this damaging factor.

Why, gentlemen$

Or Kas this been recognized by various governmental proponents
who before you have casually alluded to possible dire effects of H.R.
11970 on corporate entities and the American jobs they support ?

Our employees, management, and 800 local stockholders are against
passage of the entire I{.R. 11970 as now before you.

Particularly I speak against the so-called adjustment-and-assistance
sections of this proposed law as they relate to both firms and industries
and to employees, :

The involved mechanics and methods of deterrination would take
so much time, as to make the whole intent of these sections of the act
ineffective, and the provisions for and extent of assistance are com-
pletely inadequate.

Right today I wager there are several domestic }glglass producers
eli%ible for assistance in accordance with certain of the provisions of
H.R. 11970. Who, may I ask, will be the sole judge of and/or write
the definitions of such words as *significant,” *prolonged,” “persist-
ent,” “a profit,” and so forth .

If we are to continue to mother and nurture foreign employment and
across-the-sea prosperity, Imperial’s 400 employees and 800 stockhold-
erssay, “Don’t do it further at our expense.”
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They can find no right in our entire governmental structure for any-
one or any department or bureau to barter or to give away our jobs or
our investments at the stroke of a pen, regardless of who grips that pen.

During the past full quarter of a century under what our Congress
has chosen tb describe as a “reciprocal trade era,” despite all the soft
soap to the contrary, our Government has permitted the horse to be
stolen because of a wide-open unlocked barn door.

Hasn’t the time come, gentlemen, for the good of America, to put &
lock on the barn door before the horse is stolen? Oh yes, keep the key
at hand for entrance at proper moments and for certain lengths of
time, but let’s never aszain carelessly and deliberately throw it away or
completely lose it while the door is left wide open.

It’s finally time to safeguard American trade and employment wel-
fare, in advance of and prior to possible damage. Otherwise, we're
courting further economic disaster by permitting more and more un-
employment and more underemployment. Let’s legislate to prevent
loss of American jobs and profits, and not just legislate for token
assistance after the damage happens.

But, if enactment of H.R. 11970 should become absolutely necessary
to hold America secure from her enemies, then for heaven’s sake amend
it to (1) fully compensate the American workers whose jobs it will
deliberately destroy, by guaranteeing to and paying to them their full
past average earnings until age 65 or until physical disabiliti '8 arise
which would prevent them working at the jobs they once had.

How can a fine craftsman of 55, in many cases without even a high
school education, who has spent his entire working life acquirin;- high
manual skills, now earning from $38 to $45 per day, be retrain. 1 for
similar uninterrupted income-earnings in a dissimilar, unfamiliar. new
vocation?

And (2) further amend this far-reaching proposed act, so fraught
with potential extensive damage, to set the date of passage of H.R.
11970 as the date of governmental agreement to purchase all corporate
assets of the companies you deliberately put out of business by H.R.
11970 and let the compensation be based upon full book value of the
stockholders’ or owners’ equity in these businesses as of the date of
adoytion of H.R. 11970.

Under H.R. 11970, for companies and industries such as ours it
will just be a matter of logistics as to when we are liquidated.

How else can our Government be honestly and completely fairf
It has no right to deliberately destroy domestic employment and
private investinents without adequate and full compensation to both
workers and stockholders/owners for the full daimages brought about
by H.R. 11970.

Years and years ago, Cordell Hull listened to our story and said:

Your fears will soon be dispelled, for the legislation I am sponsoring will
produce true reciprocity.

It has not.

Dr. Steelman, Assistant President for Mr. Roosevelt, told me in
a White House Office conference that the craft industries of America
were— -
on a frafl raft on the river of oblivion, in a flood current, and that we'd better
Jump and swin for our very lives. .

F
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President Truman listened to me tell my story in his office and
smilingly but curtly and brutally ended the visit with these words,
“son, I’'m agin’ you.’

President Eisenhower would not even hear us: and very recently
on a national TV program, by inference, he told us why; we were
considered too insignificant to warrant time and attention.

President Kennedy has twice issued a proclamation for an annual
Buy Imports Week but his office tells us he dares not proclaim an
annual Buy American Week for fear of “foreign-trade retaliation.”

Now comes H.R. 11970 to finally eradicate us.

Is the welfare of the rest of the world more important to our Gov-
ernment, to the Senate of the United States, than American jobs and
corriporate pros&erit here at home {

hank you, Mr. Chairman.

The CrairMAN. Thank you, Mr. Gustkey.

Any questions?

Senator SMaTHERS. No questions.

The CrairMaN. Thank you very much.

Mr. Gustrey. Come visit the western portion of your Common-
wealth next year during our centennial.

The Cauairyman. The Finance Committee is honored today to have
with us my food friend, the very distinguished Senator from Colo-
rado, Mr. Allott, who will present the next witness.

Senator Arrorr. Mr. Chairman, and members of the committes,
Iam very hs&[{)}y this morning to introduce to the commitee Mr. Coors,
Mr., Jose)i)h rs of Golden, Colo.

He is the manager of a business which was established by his grand-
father in 1873 and which has continued in business to the present
time,

The particular [;ortion of the business which he wishes to speak to
this morning involves chemical or scientific porcelain which was es-
tablished by the business in 1912,

It is the only chemical porcelain producer in the Western Hemi-
sphere, not just the United States, but in the Western Hemisphere.

Now, becauss of the fact that this portion of their business amounts
to only 114 percent of their total volume of sales, he is able to come
here, Mr. Chairman, in a position of being able to dissociate the finan-
cial impact, althougil it will have a financial impact, on the company
from the other things involved, and for this reason, and because of
my high respect for the Coors family and Joseph Coors, I asked the
chairman for the privilege of introducing him to the committee this
mornmg.

The CitairmaN. Thank you, Senator Allott.

Mr. Coors, you proceed, sir.

STATEMENT OF JOSEPH COORS, COORS PORCELAIN CO., ‘
GOLDEN, COLO.

Mr. Coors. Because of the unusual character of chemical

porcelain—-— '
Senator Arvorr. May I interrupt, Mr. Chairman. I asked Mr.
rs, since people are not acquainted with chemical porcelain if he
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would bring along for the committee a few samples, small samples
of what they ‘i‘ uca so that the committee will have a better idea.

Mr. Coors. Thank you, Mr. Chairman.

The position of the Coors Porcelain Co. regarding the effect on the
chemical porcelain industry of any reduction in tariff which might
ﬁ%\’leé: from revised reciprocal trade agreements as proposed in H.R.

The Coors Porcelain Co. was given its real start in life at the begin-
ning of World War I when the Allied blockade of Germany stopped
the 1nportation into the United States of chemical porcelain, along
with all other kinds of scientific apparatus.

At that time there were no manufacturers of chemical porcelain in
the Western Hemisphere, and the chemists of this country soon found
themselves in dire straits for the necessary laboratory equipment to
carry out their valuable research and control work. .

At that time the Federal Government made an appeal to all ceramic
companies to produce chemical porcelain as needed in the laboratories.

Coors Porcelain Co., along with aproximately 26 other companies,
started small-scale operations to produce these items. Today, Coors
Porcelain Co. is the only manufacturer of chemical porcelain left in
the Western Hemisphere.

This porcelain is distributed throughout the United States and Can-
ada through scientific apparatus dealers to all of the private and gov-
ernmental laboratories, as well as universities and high schools.

There is ~ot a laboratory in the United States which does not in some
ws% use Coors chemical and scientific porcelain ware.

he manufacture of chemical porcelain has been a good business and
a slowli but steadily growing one over the past 45 years, amounting
to roughly $114 million in annual sales today at Coors’ sales value.

This business has never been a highly profitable one, however, be-
cause of the continuing threat from foreign importation.

This pressure, plus the ability to keep costs down by mechanization,
has resulted in & much lower increase in prices over the year than
most comparable products.

For example, on two typical major items of this line, crucibles and
evaporating dishes, prices have increased by only 141 percent from
1939 to 1962, and since 1950 by only 21.5 percent.

I have included in the report a graph which shows in addition to
the actual price increases the prices adjusted for the decreased buying
power of the dollar, and from that graph you can see that we get the
same net adjusted price today that we got back in 1921 there, 1925

(The graph referred to follows:)
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Mr. Coors. Because the national importance of this product was
mco%:\ized by the scientific community, a separate category in para-
graph 212 of the Tariff Act of 1930 was set up. The U.S. Tariff Com-
mission has stated in paragraph 212, page 178, that “chemical porcelain
is vital in ndtional defense.”

Great Britain also lists chemical porcelain as a key industry entitled
to protection by import duties.

revious to World War I1, German chemical porcelain was makin
rather rapid inroads into this business despite the high tariffs whic
were in existence at that time. Today, czsam, we see the threat of the
destruction of this business by low-priced foreign importation. Just
within the past 6 months, an American firm, Laboratory Equipment
Co. of St. Joseph, Mich., has taken over the franchise for a line
of Japanese-made chemical porcelain. Their list price to the ulti-
mate user is 25 to 40 percent lower than our present price,
desgite tne 60 percent tariff which now exists on chemical porcelain.
Although they are making some inroads into our business and will
undoubtedly continue to, we believe that it is possible for us to do
a pretty good job of competing at this price differential because of
the service and quality which we can supply. It is inconceivable, how-
ever, that any rightfully thinking purchasing man would continue to
buy Coors’ porcelain rather than this imported Japanese ware if the
protective tariff were removed.

There is a wide variety and number of parts required in a complete
line of chemical porcelain. We actually Est in our catalog and stock
476 separate items and make a good number of additional items on
special order. The quantity of any one individual item which is sold
varies from 1 or 2 of some items up to approximately 200,000
of the more popular smaller items per year. With this wide variety and
low volume, there is a tremendous amount of hand labor involved 1n the
manufacture of this ware, and it does not lend itself easily to automa-
tion. We have been working toward automation where possible for the
last 15 years, and have invested heavily in modern tools and machinery
to become asefficient as possible.

Because of the large amount of handwork required in the manu-
facture of chemical porcelain, a large percentage of the cost of this
material is in labor. “Actually, over 30 percent of our sales dollars go
to direct operating labor and an additional 20 percent to other classes
of wages. With the average wage rate for production workers in this

lant at $2.41 per hour at the present time—and this does not include

ringe benefits—it is obvious that we cannot compete under any cir-
cumstances with ware being ;)roduced in Japan by equally competent
people and a wage rate of 35 cents per hour, which is average for
the ceramic industry there, nor even from the "Inited Kingdom,
where the avem%e wage rate in the pottery industry is 48 cents per hour
for women and 97 cents per hour for men. The average rate in West
Germany is 61 cents per hour. These wage rates from the forei
countries were compiled by the Business and Defense Services Admin-
ifStmltgi)Ol; of the Department of Commerce and represent the latest data
or 1961,

There is no question that if the protective tariff against the im-
gorpatlon of chemical porcelain were removed, this segment of the

usiness at Coors Porcelain Co. would be destroyed, and some 125



TRADE EXPANASION ACT OF 1963 1089

of our employees would be put out of work. Many of these people
have been working at these jobs for 25 years or longer. They know
no other skillg,

Of even greater concern than this, however, iz the fact that the
entire Western Hemisphere would be left without a single supplier
of chemical porcelain. This was disastrous to our budding young
chemical industry in World War I. It certainly would have been
disastrous to our entire war effort if it had happened at World War II,
and there is certainly no one who can claim that it would not be dis-
astrous to the research and development effort required if this coun-
try were to again face a_world conflict.

It can only be concluded that it would be extremely poor judgment
to pass laws or make regulations which would destroy an indust
which is vital to all of the chemical and physical laboratories of this
United States. We strongly urge all Congressmen to reject any at-
temgt to enact legislation which would allow such an occurrence,

Thank you very much for the privilege of apgearing before you.

The CuairMan. Thank you very much, Mr, Coors. You have made
8 very impressive statement.

Any questions?

Senator SyatHers. No, thank you.

The CuamrsaN. Thank you very much, sir, .

The next witness is Mr. W. V. Oliver, of the French Saxon China

Is Mr. Oliver present

If not, the committee will recess until 10 o’clock tomorrow morning.

(By direction of the Chairman, the following is made a part of
the record :)

STATEMENT SUBMITTED JOINTLY BY AMERICAN-ST. GoBAIN CoRP., BLAOKFORD WIN-
pOw GLAss Co., L1BBEY-OWENS-FORD GLASS CO., AND PITTSBURGH PLATE GLASS
Co., MANUFACTURERS OF FLAT GLASS PrODUCTS

The undersigned manufacturers together account for approximately &0 percent
of the total domestic commerclal production of flat glass, including principally,
pllate glass, sheet or window glass, rolled glass, laminated glass and tempered
glass,

We recognize the need for continued flexibility {n our foreign trade relations.
We recognize as a part of this need the desirabllity of continued delegation of
powe:~ to the President to reduce tariff duties in return for truly reciprocal
beneficts from other countries. We strongly belleve, however, that any such
continued delegation must be accompanied by adequate limitations and safe-
guards to preserve U.S. industry, agriculture, and iabor.

To accomplish these objectives, H.R. 11970 should be amended In the foliow-
ing respects:

1. The requirement and practice of present law of consideration of individual
products for possible modification of dutles should be retained in lieu of the
proposed unlimited authority to reduce or eliminate duties on undefined broad
categories of productr .

2. The proposed 80-percent test for reduction or elimination of duties In
agreements with the European Economic Community should be dropped or such
broad authority, {f granted, limited to products in which the United States has,
ftself, a large export balance.

3. The peril point provisions of existing Jaw, Including the determination of
specific perll or injury points below which duties may not be reduced by the
Tariff Cominission, and the requirement of institution of escape clause proceed-
ings, where warranted, should be restored In lieu of the vague, general proposals
of section 221 (b). ' :
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4. The escape clause provisions of existing law, section 7 of the Trade Agree-
ments Extension Act, should be maintained in full force and effect in lieu of the
sweeping proposed substitute provisions of sections 301 and 851 of the blil

B. “Industry” should be defined to apply to a segment o1 subdivision of an
industry producing a particular product as provided in present section 7(e) o’
the Trade Apeemeuts Extension Act, in llen of the proposed test of injury to
an “Industry” pot expressly defined.

8 The proposed adjustment assistance to workers and firms is wholly inade-
quate for industries like the sheet glass, plate glass, and other classes of flat
glass industries, and affords no adequate alternative to tariff relief.

1. The requirement and practioe of present law of oconsideration of {ndividual
products for possible modification of dulies should be retained in lieuw of
the proposed unlimiied authority to reduce or eliminate duties on undefined
broad catcgories of products

H.R. 11970 contemplates broadly a delegation of power to reduce dutles up
to 50 percent on single articles, classes or groups of products, as the President
may determine. In the case of the European Economic Community, specific
additional power 1s proposed to be delegated to eliminate duties entirely on
categories of products. Although the President {s directed In section 211 to
select “a system of comprehensive classification of articles by category,” the
House report indicates that this means “an international statistical classifica-
tion system" undoubtedly similar to the so-called three-digit category system
that would have been used under the original administration bill and which drew
80 much criticilsm during the House hearings.

Plate glass, sheet glass, rolled glass, laminated glass, and tempered glass are
each made in different plants with the use of different machinery, equipment, and
labor. They have quite diverse problems of production and distribution. All
of these unrelated flat glass products are included in the broad flat glass category
664 of the three-digit category system proposed to be used in the original H.R,
9000, Other products which fall within category 664, are, if possible, even more
unrelated. The sole and only common denominator is that they consist of glass.
The suggested delegation accordingly would aathorize sharp reductions or com-
plete elimination of duties on extremely broad groups or classes of products,
including flat giass, without regard to the specific competitive problems of & par-
ticular product or segment of production in the United States and the workers
dependent upon it. .

We recognize that by virtue of section 225 of the bill, sheet glass would be re-
served from any tariff negotiations for the life of the President’s proclamation
increasing duties thereon. But we are deeply disturbed at the threat to our other
products and our employees. It is urged, therefore, that the proposed authority
to reduce duties on categories be deleted and a specific requirement substituted
that any tariff modification apply on the basis of individual products with due
regard to the different competitive problems applicable to such products.

2. The proposed 80 percent test for reduction or elimination of dutics in agrce-
mends 1cith the European Economic Community should be dropped or such
broad authority, if granted, limited to producle in which the United States
has, itself, a large export dbalance

Domestic exports of sheet glass represent less than one-half of 1 percent of
total domestic production, plate glass less than 8 percent, and rolled glass less
than 2 percent. Necessarily, none of such production finds its way to the Com-
mon Market countries of Western Europe.

The European Economic Community, as it {8 now constituted, accounts for
the bulk of exports of sheet, plate, and other flat glass products to world
markets. If the United Kingdom shall become a member of the Community,
its share of world markets will be conslderably increased. Use of the test
of supplying 80 percent of world markets, therefore, means in the case of sheet,
plate, and other flat glass products that the reduction or elimination of U.8.
duties would be based on the fact that the European Economic Community
supplies the major part of world markets. Such reduction or elimination would
be of absolutely no benefit to the domestic industry. On the contrary, it would
insure complete unrestricted access to U.8. markets by foreign glass producers,
the ultimate complete takeover of our markets, and the displacement of thousands
of American workers.
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Not even a reciprocal reduction of tariff rates by the European Economie
Community would open up our exports to the Common Market countries or
increase our percentage of world markets, for we are unable to compete with
the low-cost, low-price products of the Common Market industries. Present
evidence of this fact is their present monopoly of world trede outside the
United States.

The Ways and Means Committee in its report on H.R. 11970 explaining the
President’s authority to exceed the basic 50-percent limitation on tariff reduc-
tions, stated that it expects the President to confine this broad authority to
categories of goods which the United States exports more tham it imports.
This intention should be spelled out in the law so that the troad authority, if
granted to the President, is liraited to production in which the United States
has, itself, a large export balance.

8. The peril point provisions cof ezisting law, including the detcrmination of
specific per. or injury points delow which duties may not be reduced by fhe
Tariff Commission, and the requirement of institution of escape clause
proceedings, where warranted, should be restored in lieu of the vague,
general proposals of section 221(d)

Tarift dutles applicable to sheet, plate, and other classes of 1lat glass products
have been progressively reduced {n & series of trade agreements entered into
by the United States under successive trade agreement statutes which have
been in force since 1934, These prior statutes limited consideration of tariff
duties to individual products and provided for adequate notice and opportunity
of interested parties to be heard, as well as requirements for peril point deter-
minations prior to any tariff negotiations and escape clause procedures to remedy
and prevent serious injury to a domestic industry or subdivision thereof. As
a result of these carefully devised safeguards, producers of these different classes
of flat glass from time to time were able to satisty the administrators of our
trade agreement program that no changes should be made in dutles in effect.
The recently concluded GATT tariff negotiations offer a case in point.

Plate glass, sheet glass, rolled glass, laminated glass, and tempered glass
were all included in the list of products to be considered for possible reductions
in tarift duties in these GATT negotiations. Avalling themselves of the safe-
guarding procedures established by the Congress, the various producers were
able to demonstrate to the President and his advisers that no further reduction
in dutlies should be made on plate glass, rolled glass, and tempered glass, and
no reductions were made on such products. The producers apparently failed
to make a satisfactory case of injury on laminated glass and an announcement
has been made of proposed further reductions in the duty applicable thereto.

The foregoing facts, based on this industry's recent experience, demonstrate
that the peril polnt procedures of existing law are necessary if wholesale injury
to dowestic Industries or any segment or subdivision thereof is to be prevented.

On sheet glass, the Tariff Commission, as a result of its peril point investigation,
and pursuant to the express safeguards of present law, instituted on its own
motion an escape clause investigation to determine whether the rates of duty
shouid be increased. After a comprehensive investigation and public hearing {n
which representatives of domestic manufacturers, labor unfons, distributors,
importers, and forelgn manufacturers participated, the Tariff Commission unan-
Imously found and reported to the President that the existing duties were too
low and resuilted in serious injury to the domestic sheet glass industry and rec-
ommended increases in such rates. By direction of the President, a thorough
supplemental investigation was conducted by the Tariff Coinmission and a fur-
ther report made to the President. On March 19, 1962, the Piesident announced
bis approval of the Commission’s indings and issued a proclamation giving effect,
after April 18, 1962, to the increased rates of duty found necessary by the Com-
mission to prevent further serious injury. On March 28 the effective date was
changed to June 18. Such duties are now in effect.

It is open to serious question whether the affirmative action taken by the Pres-
ident to prevent continued injury to domestic sheet glass producers and the
apparent conclusion that duties should not be further reduced on plate glass,
roiled glass, and tempered glass would have been taken if H.R. 11970 were the
then existing law.
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4. The escape clause provisions of existing law, section T of the irade agreements
exztension act, showld do maintained in full force and effect in lieu of the
droad proposed sudstitute provisions of Jections 301 and 351 of tke dill

In the sheet glass escape clause case, the Tariff Commission, after two ex-
haustive investigations made findings in its report to the President which fully
sustain conclusions that there exlsted in effect a significant 1dling of facilities d.-
voted to production of sheet glass, that the firms in the industry had suffert.
losses iu sheet glass operations in the year 1960 and that there was considerab :
unemployment and underemployment of sheet giass workers. These finding»
would meet the tests of injury set forth {n section 301(b) (2) of H.R. 11870 with
respect to sheet glass,

Because of the multiple-product operations of some of the firms producing
sheet glass in the United States, however, and the proposed deletion of the
apecific definition of industry under present law as meaning a segment or sub-
division devoted to productivn of individual products, the industry might very
well have failed to qualify for the tariff rellef had the tariff investigation r -
ferred to taken place under H.R. 11070. Had this unfortunate result come about,
the theet glass industry in the United States, its employees, and the affected
communities would have been faced with an increasingly difficult task of survival.

The sheet glass industry is, of course, deeply grateful to the President for his
action in approving the ungnimous recommendation of the Tariff Commission
to increase duties on sheet glass. 1We feel obligated, however, to point out
to this committee that had H.R. 11970 been in force and effect, such reliet prob-
ably would not have been available.

5. “Industry” should be defined to apply «» a segment or subdivision of an i
dustry producing a particular product as provided in present section 7(e)
of the trade agreemer ts extension laww in lieu of the proposed test v, {injury
to an “indusiry” not cepressly defined

H.R. 11970 omits the basic declaration of policy by the Congr(ss in eilsting
law that no reduction in duties shall be made or continued in eflect if imports
are causing or threatening injury to a domestic industry or subdivision thereof.
Omitted elso are the very comprehensive, specific criteria of existing law for
determining injury to a domestic industry or subdivision thereof.

Section 301 of H.R. 11970 refers to serious injury to a domestic “industry.”
“Industry” i{s nowhere defined and accordingly would seem to permit or require
the consideration of all or a considerable portion of the operations of involved
firms in addition to the effects of imports on a particular product. This conclu-
slon is fortifled by the omission of section 7(e) of present law which, as indi-
cated, defines industry to mean that portion or subdivision of cotupanies engaged
in production of a particular product. Section 7(e) shculd be restored.

Unless “industry” is defined 80 as to relate to the production of a particular
product, no tariff rellef can be expected as long as some producers of the product
are able to operate profitably by reason of their diversity. The smaller, undiver-
sifled companies, denied such rellef, would be forced to suspend operations and
get out of the business, while their larger, diversified competitors could survive
a protracted period of loss on the product.

A further lusignificant difference in the proposals of H.R. 11970 and present
law lies in the recitation of factors to be considered in determination of injury.
Section 301(b) (2) of the bill would permit the Tariff Commission to take iuto
account all economic factors which it considers relevant, including idling of
productive facilities, inabllity to operate at a profit, or unemployment or under-
employment. The specific factors of injury recited by the Congress in section
7(b) of present law should be restored as a part of any injury determination.

Another weakness {n the proposed escape-clause provisions of H.R. 11970 is
that the Presldent, even if the Tariff Commission finds injury and recommeuds
a tariff increase, is given broad discretion to (1) provide tariff adjustment, (2)
allow firms to apply for adjustment assistance, (8) allow workers to apply for
adjustmeat easistance, or (4) take any combination of such actions. Statements
by responsible ofilcials of the administration {n connection with the considers-
tion of this bill and of its predecessor H.R, 9900, indicates the strong protability
that the President would avall himself of his alternatives under the bill, rather
than increase tariffs, The proposed alternatives are wholly inadequate for flat
glass and similar inAustries.

The limitation of present law requiring application of tari.? relief when found
necessary should be maintained.
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6. The proposed adjusiment assistance to workers and Arms is wholly inade-
quate for industries like the sheet glass, plate glass, and other glasses of flat
glass industries, and affords no adequate alternative to tariff relief

Title IJI, H.R. 11970, makes rather sharp distinctions in the adjustment
assistance provided to workers, to firms, and to industries. For example, sec-
tion 802 makes workers in a firm or in an appropriate subdivision of a firm
eligible for such assistance. Firms, as defined in the bill, are scemingly made
eligible for assistance only on the basis of established injury in oversll firm
operations.

pg‘he proposed adjustment assistance provisions of H.R. 11970 would afford
no rellef to labor or to firms in the sheet glass Industry or to a firm engaged
in meking other flat glass products. According to the Tariff Commission escape
clause report, the average hourly earnings of workers in the sheet glass Industry
fn 1960 were $3.35 per hour (since increased in new labor contracts)—a figure

which is far above the indicated readjustment allowance provided for in H.R.

11970. By comparison, readjustment compensation and retraining are no subd-

stitute to labor for loss of jobs. '

Furthermore, the fmpact of the readjustment allowance provided for labor
under the bill on the unemployment compensation laws of the various States
should be given serlous consideration, for it will greatly influence future
payments to those unemployed due to economic reasons other than import com-
petition. The present cost of unemployment compensation is placing a heavy
burden on industry and other employers, Further increases would discourage
expansion and/or continuity of operation.

The adjustment assistance to firms apparently contemplates technical advice
and assietance; loans for contruction, modernization, or expansion of plants,
buildings, equipment, etc., or supplying working capital and specified forms of
tax rellef. The plants, equipment, and machinery used in making sheet glass,
plate glass, and other classes of flat glass are both modern and highly efficlent.
Each plant is, however, restricted in its use and cannot be converted to other
purposes. Consequently, the proposed adjustment assistance to firms could
only result in the confiscation of valuable single-purpose real and personal
property without just compensation.

Manufacturers of the various flat glass products in the United States utilize
modern, highly efficlent machinery and equipment and expend many miillons
of dollars annually in research and development and process and product {m-
provement. They employ a total of approximately 25,000 workers, with a payrotl
fn excess of $170 milllon annually, and the annual value of shipments is well
in excess of one-half billlon dollars. Practically all of the glass plants are
located in communities wherein they are the predominate ecomomic factor of
community life. The communities, its people and businesses, are dependent
upon the operation of these plants for their physical and economic welfare.

Of this group, the sheet glass manufacturers represent an industry with
reported investment in productive facllities not convertible to other use of
approximately $100 million, an annual average employment of 8,000 workers,
with an annual payroll in excess of $50 million, and total annual sales of about
$130 million. Notwithstanding our investrent in new technology and new
plant facilities, we enjoy no competitive advantage over our forelgn competitors.

In 1960, imports of flat glass products came into the United States from at
least 25 different foreign countries. Producers fp those countries bave modern
machinery and equipment and skilled labor fully equal to that in the United
States. The processes utilized are similar throughout the world. It follows
becessarily that the substantially lower unit cost of foreign producers arising
from thelr great advantage in labor and raw matertal costs cannot be overcome
unless adequate tariffs be maintained.

Respecttuliy submitted. .
AMERICAN-87. GorAIN Corp.,
JaMES L. WILLIAMS.
BLAOKFORD WiNDOW QLass Co.,
CuUrTI8 G. SHAKE.
LieeEY-OWENS-FORD GLASS Co.,
Grorge P. MacNicHOL, JR.
PrrresurGH PLATE Grass Co.,
. F. A BARKER.

JuLy 27, 1062 ]
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STATEMENTS OF ALOLPH P, SOBUMAN, PRESIDENT, LILLI ANN CORP., AND CHAIRMAN,
SAN FrAXC1800 WORLD TRADE CENTER AUTHORITY

My name is Adolph P. Schuman. I am president of the Lilll Ann Corp. of San
Francisco, manufacturer of women's wear, and also chairman of the San Fran-
cisco World, Trade Center Authority. I appear before you today to support the
President's trade expansion prograiu.

Because I have been an importer for many years, I have been greatly interested
in world trade, and as chairman of our State authority I have the responsibility
of developing and carrying ocut a program which will be of benefit to the State
and the Nation. This is a large undertaking becausa Californin will soon be the
largest State in terms of population, and in 1960 California became the leading
export State in the Nation by exporting $1,780 million of natursl, processed, and
manufactured goods.

Our authority now performs two important runctions, operatizg the San Fran-
clsco World Trade Center, “western America's international trade mart,” and
promoting world trade, particularly -xports from the State. Sioon we will be
promoting tourism, and as far as I know there is no other actual State world
trade authority, world trade center operation in the Nation.

I briefly cite the above information to show why we are so vitally futerested
{n world trade and to indicate why I feel IL.R. 9900, or similar legislation, must
be approved. You have no doubt heard a great deal of testimony about trade
theory and about the awful things which could happen to the United States un-
less either protectionism or free trade is followed, so I won't burden the commit-
tee with a repetition of the pros and cons of each philosophy, but do want to say
that I know the value of trade and support the Trade Expansion Act.

However, since I wear two hats, I would like to bring to the aitention of the
committee two important matters concerning woolen textiles. Woolen fabrics
present a rather unique problem. No U.S, manufacturer makes woolen textiltes
in the higher priced range of $7 to $9 per yard and those of us who use this
quality must fmport it from France and elsewhere. We must pay a 38-percent
tariff plus 3714 cents specific duty per pound for {mported goods. Our U.S.
competitors pay only 22 percent tariff plus 371 cents on finished goods, and on
garments which are not quite finished (for example, & hem may be left opeu so
that it can be completed hurriedly and with little cost in the United States) they
pay only 15 to 17 percent tariff.

This places the American manufacturer in an untenable position. In California,
by using highly automated machinery we can pay U.S. wages and compete, but i
what amounts to a subsidy to foreign manufacturers continues we will be forced
to cease operations in the United States and will be forced to build plants outside
of the country. Normally, labor comprises about 18 to 20 percent of the costs of
textile fabrics, and raw material is 60 to 65 percent of the cost to manufacturers.
A tariff covering the differential on higher cost of labor in the United States
would be logical to place the Awerican manufacturer in a competitive position,
but subsidizing forelgn competitors is completely illogical and extremely hurtful,

I am not secking protection, just equality of treatment, and my recommenda-
tion is to lower tariffs on high quality, high priced woolen textiles for the reasons
stated. '

Another problem which I would like to mentlon concerns reworked or reused
wool, sometimes referred to as Prato woolens because this process originated in
the town of P’rato, Italy, Rev-orked woolens come from rags, old carpets, etc.
Processors cut up these rags and chemlically process ‘hem, reweave and sell as
low-grade woolen textiles. Competitively the cost of the so-called raw material
(rags, etc.) may be no more than 3 to 5 percent whereas the cost of virgin raw
material averages about 65 percent. Weaving labor cost remains about 18 to 20
percent so you can see how Prato woolens can affect & market.

Following is a table showing the tremendous increasce in the importations of

' this commodity into the United States during the 6-year period, 1955-60:

A
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U.8. imports of selocted woolen febdrios, fotal, and from Itsly, 185569
{Quantities in thoussnds of pounds; values in thousands of doltars)

Low-prics wool fabeios |
Yeoar Total Taly
Quantity Valus Quantity ' Valoe
L o9 4 7.0
R I g‘m% i L8
10, 442. 6 2. 780. M4 1,048 6
el Bl Ml Am
25108 ¢ aias 10815 6.0
! Prices at Dot over $ A pound. -

Source: U.8. Buresu of the Cengue;U.8. im of merchandise fof plion, commodity d
of origin (l‘ljept No. m?‘w) cqlatid )walm com ¥ by coantry
Although a new Lariff became effective in January of ICB\Q:e National Asso-
clation of Wool Manufacturers advises thig tariff has hag nv appreciable
effect in stempfing the flow of these inferior lens into the\United States

Although we Jave a labeling act in'the United Stated, it is impossiDlg for experts
to determing’ whether a ade of reused processed Pratd, woolens or

dathage resultlngmmthe.lﬂtrodn n of thig'inferior material to the
U.8. wool industry is tremendo be ¢o¥e by highbey tariffs.
As I have shown {in my first ex e, h her umas Lan be 8§ hindrance o trade
n industry, They do m t mean rea ction. Ih ‘the case

woolens{ the cons shoul pxﬁte?:ted by
this material into the Un
Econoplc and pqlitical n lty ‘tan for a° :eview ot” our trade a
policies, land in gendral lower tariffs will eventyally result from this stpdy.
ope, I have shown that etimes mistaken arguments have been/used by
oupe in ing perml kindg of protection heir industry, I have
tried to show that h tdriffs hinder rathee than protect My industry, which is
sd of the intended effect, becgiige if it continues American mgoufactur-
ers with plduts in the United States wi elimingted. I have algo engdeavored to
show that there are some p 8 that cannot bg solved by tariffs. .One of them
is the Prato woolen probl " Buch products should be prohibited entering
e8, not only use of the damage they do to opf own wool in-
3¢ American consumers must be protected and fust know what

product they are retejving.
1 will be happy to eddeavor to answer any questions you ey have.
Thank you.
TrA

. Monazox T Ino,
m— a@y 13, 1868,
Hon. Haxey F. Bywo,

Benate Oice Building,
Washington, D.C.

Drear SznatoR Bred: When your committee begins hearings on the torelgn
trade bill, American industry will wait with anxiety because of the fartwaching
effects thelr action will have on our independence.

Qeramic tile manufacturers in the United States are sorely pressed to survive
the flood of imports into the markets of America, manufactured by labor at
wages In “Japan average, at 17 cents per hour, compared to the average of
$1.87 pald domestic workers” (U.8. Tariff Commlission report, table No. 16),
even with the scant tariff protection now existing.

87270—62—pt. 3——35
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The Tariff Commission recommended in 1961, through escape clause investiga-

tion No. 7-100, & modest increase in that tariff on tile imports. This action the
President refused to ratify by signatme (brochure enclosed).
* The foreign trade bill passed recently by the House }wt only does away with our
tariff system but introduces “adjustment assistance,” not considered to be con-
.ducive to a bplirt that has borne us through in the competitive challenge always
prevalent among us. The courage to continue to support ourselves, our em-
ployees, and America in the Américan way cannot survive without incentive,
which this legislation tends to destroy.

The ceramic tile industry {n the United States is composed largely of small, by
comparison, independent manufacturers who, through their own initiative, ex-
panded the market adequate to support themselves and their employees without
subsidy of any character.

We oppose the passage of any legislation that will weaken domestic industry,
large or amall, and urge the Senate Finance Committee prepare a bill tuned to
the survival of American industry, of which we are a proud segment.

Most respectfully yours,
H. B. McCULLOOH,
EBoaecutive Vice Presidont.

Winpow Grass CUTTERS LEAGUE OF AMERICA,
Columbus, Ohlo, July 12, 1962.
Senator HarrY FrLoop Bygp,
OMhaérman, Senate Finance Committee,
New Benate Office Building, Washington, D.C.

Mz, CRARMAN AND MEMBIRS OF TEE SENATE FINANOCE COMMITTEE: Realizing
your busy schedules and the value of your time, X am writing to you and enclos-
ing my statement in opposition to H.R. 11970. I respectfully submit for your
convenlence, subject headings relative to my statement, numbered (1) through
(6), and in lieu of a personal appearance submit this statement for the record.

(1) Reduction of existing tariff.

(2) High wages—mass production system. Other countrfes bought bhalf of
the system, not the high wages.

(3) The impact of imports on our economy by the displacement in terms of
employment and factory use.

(4) Government subsidies.

(6) Potential or lack of, European Common Market as buyers of U.8. products.

(6) Imports beyond the reach of our minimum wage laws, ete.

Much has been made of the employment attributed to exports, and fncluded
in the figures quoted by the Department of Labor are Indirect employment
figures which serve to bring the figure to an estimated 3.1 million workers whosé
employment is attributed to exports. Very little has been brought out as to the
impact of a job lost because of forelgn imports. ’

It is authoritatively estimated that, for every 100 jobs permanently lost, a
community is deprived of at least ,000 in annual retail sates; $270,000 in
bank deposits; 107 automobile registrations; 112 households; 74 jobs in other en-
terprises; and 4 retail establishments. In addition to this, other significant cat-
backs must occur, such as reduced Federal, State, and local tax revenues;
greater outlays for unemployment compensation; declining school budgets; less
income for charitable purposes. These figures give an idea of the chain reaction
effect of a job lost to a community through imports. '

I would like to point out in opposition to a atatement in Undersecretary of Stats
George W. Ball's statement before the House Ways and Means Committee 62
March 18, 1962, part 2 (bottom of p. 638 and top of p. 639) quote:

“While such an arrangement must of course be reciprocal in form, Europe is
unlikely for a number of years to have large exporta surpluses available for sale
in Akmel'-'lca or the capital essential to make a major advance in the American
market.

This statement would indicate an advantage to the United States insofar as
trade opportunity is concerned, but on the contrary, the Common Market coun-
tries are expanding their existing facilities, plus the fact that sincé 1038 over
600 U.8. enterprises have set up in the Common Market countries and in the
same pericd 219 have gone into business in the European free trade area. (See
enclosed article from "“France Actuelle.”)

And in summary, unless imports are given in terms of quantity, their real im-
pact may be hidden. When we judge the impact of imports on our economy apd
on our prospects of growth and expansion, we should not regard our trade as
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balanced when dollar imports are balanced by dollar exports. Our exports, it
seems safe to say, would have to be double the imports by value to strike a bal-
ance. X think it is time we stopped fooling ourselves about our favorable trade
balance and instead of talking about imports and exports {n terms of dollars, that
we look at them in terms of employment and factory use. Do :

We feel that the peril point and the escape clause should be included {n any
legislation in & form that will give adequate protection to domestic industry and
labor faced with displacement by foreign imports. : .

Thanking you for this opportunity to preeent some of the facts of the oppos]-
tion, I am,

Respectfully and sincerely,
Howarp P, CHzsTER, Presidont.

STATEMENT o HOWARD P, CHESTER, NATIONAL PRESIDERT, WINDOW GLASS CUTTERS
LEAGUE Or AMERIOA, AFL~CIO, MEMEBEIRS OF STONE, GLABs, AND OraY OOORDI-
NATING COMMITTEX BEFORE THE SENATE Fovanoe CoMmrTrix ox H.R. 11970

Mr. Chairman and members of the committee, my name is Howard P. Chester.
I am natfonal president of the Window Glass Cutters League of America, AFL~
CIO. Wae are a skilled craft organization who have been in existence since the
late 1800’s. Our craft is to cut window glass from a large sheet into specific
sizes, meeting certain standards with as little waste as possible. We have locals
throughout the country ; two in Pennsylvania, one In Ohio, one in Indiana, four in
West Virginla, two in Oklahoma, one in Arkansas, one in Loulsiana. Mr.
Chairman, on behalf of the Window Glass Cutters League of America, AFL-CIO,
and as a part of the 230,000-member Stone, Glass, and Clay Coordinating Com-
mittee, I am appearing here in opposition to the proposed bjll, H.R. 11970, and
with your permission will direct my testimony to the blll as & whold and ity
potential effect on the American way of life. :

(1) First of all, to lower existing trade barriers when from 1934 until the
present time we have lowered our tariffs 80 percent, supposedly for similar re-
ductions abroad, and to find after 28 years of bargaining that we are still con-
fronted with a “high” external tariff. Apparently we have shot away our bar-
galning ammunition in the many tariff conferences that were supposed to
reduce world trade barriers and now find that the barriers are still there. Now
American industry and labor are again to be placed on the firing line and face
the depressing thought of industry belng driven to the wall and the resulting
mass unemployment sounding the collapse of our American way of life.

(2) Our high wage, mass production system which was peculiar to the United
States has now been exported along with our research and technology and our
one-time advantage has been lost to other countries who were impressed with
our system and eagerly “bought” it, but only one part—the rising productivity—
not the other ; namely, high wages. With the advantage of low wages, in all cases
below our minimum wage, the result Is much lower unit cost. How can we com-
pete, and how can we afford to give a green light to trade 2nd lower tariffs
which could only result in sacrificing American workers to countries which are
80 far below our standard of living and wage scale? If it is the intent to con-
front labor with a formidable foreign challenge so that wages in tLis country
may be held down by threat of foreign competition, the club-is too big and too
lethal for its purpose. It is not something to be played with, because to think
that we can climb down from our high wage, high purchasing power ladder
when everything Is attuned to it within this country—effective demand for the
output of our factorles, taxes for the support of the Governmeat, credit and
debit obligations—and to act on such a premise would be unforgivably. unreal-
istfc. And surely we cannot hope to confront the Russian menace with a
broken back. .

(3) Another important factor that must be considered is the fmpact of im-
ports on our economy by the displacement in terms of employmeat and factory
use, brought about by the volume or quantity of goods imported as opposed to
the foreign value figures

Mr. Chairman, I feel that It is safe to say that every dollar of imports rep-
resents at least $2 In exports expressed in terms of man-hours of employment.
This is the same as saying that the $15 billion in goods that we imported in
1960 twould have been valued at least $30 billion had they been produced in this
country. . .

__Let me pffer a few. examples thal can be verified.-
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Our imports in terms of dollars represent foreign value, generally manufac.
turers’ wholesale values. They do not include ocean freight, marine insurance,
the importers’ markup or the tariff,

The real question with respect to imports then is thelr impact on the domestic
industry with which they compete, including employment.

In 1960, for example, importa of portable radios amounted to $58 million.
What does this mean? U.8, factory shipments of such radios were an esti.
mated $112 million. Imports then wers equal to 50 percent of domestic ship-
ments, on the basis of value. :

Is this all? Is this the true measure of the competitive impact?

The more meaningful question is: How many portable radios came in, never
mind the import value? The number was 6 million. This is the real figure.
It expresses the displacement carried by the imports. The domestic portable that
was displaced was sold at wholesale by the manufacturers for about $25 per
set; 8 milijon of them would be valued at $150 mitlion. What a difference be-
tween this figure and the $50 million of fmports at $0 per set, which was the
import value per set.

Another way of saying this is that while tmports by value were only 50 per-
cent of domestic shipments, by number of sets three out of five of those sold
in tbis country were imported. Unfortunately, unless imports are given in terms
of quantity, their real impact may be hidden.

In the case of window sheet glass the ratio i3 not quite so sharp. In 1960 im-
ports of this type of glass were valued at $28 million. This came to 7 mfllion
boxes. In this country these 7 milllon boxes would be worth $42 million at
the factory, or 80 percent higher.

In the bread-and-butter talk this means that while the work of 2,145 workers
wonld bg required to make $28 million worth of window sheet glass at American
prices, the displacement creatéd by imports of that value would be 50 percent
higher, or 8217 workers.

Mr, Chairman, many other examples could be provided but these are sufficient
to tell us that when we judge the impact of imports on our economy and on our
prospects of growth and expansion, we should not regard our trade as balanced
when dollar imports are balanced by dollar exports. Our exports, it seems safe
to say, would have to be double the imports by value to strike a balance.

In view of these observations our so-called surplus of exports of §5 billion still
leaves us in a hole. I think it {s time that we stopped fooling ourselves about
our “favorable’” trade balance and instead of talking about {mports and exports
in terms of dollars, that we look at them in terms of employment and factory

use.

(4) In regards to Government subsidies, there has been a great deal of point-
ing with pride at the $4.7 billlon U.8. export surplus in 1960, but did you ever
consider how much Government subsidies contributed to it?

Direct subsidies—where Uncle S8am actually financed shipments—accounted
for between 11 and 16 percent, depending on the figures ueed, of total U.S.
exports last year.

Indirect subsidies which run into the hundreds of milllons each year would
push the subsidy total considerably higher. Included in these are in-kind and
cash payments on agricultural exports such as cotton and wheat to erase the
U.8. world price differential, and the Government'’s export insurance program.
The Department of Agriculture Bulletin, DPS 80, August 1961, states that 60
percent of our agricultural exports dum;gthe fiscal year ended June 30, 1961,
received some form of governmental assidtance, and that the exports of the un-
assisted products declined while the $4.9 billion total was a record 9 &mnt
above the previous year:; which leads one to believe that the role of Govern.
ment subsidies is large and will be larger, ahd when these items are carried as
exports it results in an inflated trade export figure.

(5) In regards to the Buropean Common Market and {ts potential as buyers
of U.8, products, the tariffs given on 37 categories of U.S. products (by standard
international trade classification) in 18 European nations show how, in fact, they
do protect their Industrics. ¥or example, U.8. exports of aircraft are admitted
duty free to the small nations of Austria, Denmark, and Benelux, but are walled
out of big aircraft producers such as France, Italy, and the United Kingdom by
tariffs of 20, 18, and 17 percent, respectively. At present, tariffs on U.S. petro-
leum products average 16 percent in Common Market nations and 89 percent in
the Outer Seven. For cosmetics it 18 18 and 19 percent, respectively; textiles,
19;% 28 perctent; electrical machinery, 16 and 14 percent; and instruments, 14
:an percent,



TRADE EXPANSION -ACT OF 1962 1099

By contrast, raw materials, in short supply in Europe, enter freely. As many
as 10 groups {ores, scrap metal, coal, etc.) have tariffs under 4.9 percent.

As for & market for sheet glacs, this Industry invoked the peril point in 1960
and an escape clause hearing was held in March 1961, at which time the Tariff
Commission unanimously recommended tariff increases to stem the tide of in-
creasing imporis—the i{ncrease from 1850 to 1960 was 1,115 percent—and that
between 1955 and 1960 the average number of production and related workers
engaged in the manufacture of sheet glass deciined 18 percent, total man-hours
worked decreased 17 percent, and total wages paid did not change significantly
despite an fncrease of 22 percent in average hourly wages. ‘The sale of a Jarge
and growing volume of imported glass at prices significantly lower than prices
for comparable domestic glass has seriously weakened the price structure in
the U.S, market. We have now received President Kennedy’s favorable report
on the Tariff Commission’s recommendations, but this case had support from
the unions involved, their sister unions, the companies, and from Congressmen
and Senators who have been concerned about this displacement of industry and
labor due to foreign imports,

With this rising tide of fraports, how can we possibly sell to the Common
Market when Belgium, Germany, and Italy are now expanding thefr existing
facilities to take care of Common Market requirements plus a further invaslion
of U.S. market. Those countries have a labor shortage while we are facing
growing bigh unemployment and certainly the American workingman woul
much rather work than receive a dole or adjustment assistance. -

(6) Certainly we cannot afford to allow any vision of free trade divert our eyes
from reality and blind us to the serious obstacles to higher employment that are
a part of any unregulated form of competition that invades our shores beyond
the reach of our laws on minimum wage and maximum hour, against poor work-
ing conditions and exploitation of labor. The tariff and import quotas are the
only substitutes for such laws within our reach.

Without such defenses untold numbers of our stable and eficlent industries
will be driven to the wall, taking the American workingman with them, back to
the “selling apples” era. We do not need more unemployment, we need less, and
we should strive for more effectlve protection for industry and labor, who are
being severly damaged by foreign imports.

In closing, I do not believe that this committee, after careful consideration of
all the facts at their disposal, will recommend passage of a bill that completely
relinquishes the constitutional rights of the Congress to govern and regulate
foreign commerce, and which would jeopardize the American economy and way
of life. And I would like to repeat, we cannot hope to confront the Russian
menace with a broken back.

Thank you for this privilege to testify on behalf of the Window Glass Cutters
League of America, AFL-CIO0.

STATENENT BY THE TILE COUNCIL OF AMERICA, INC., ON THE TRADE EXPANSBION AOT
OF 1962, BEFORE THE SENATE COMMITTEE OX FIinaNce

Mr. Chairman, members of the committee, the Tile Councit of America is an
association of manufacturers whose member companies produce about 85 percent
of the ceramic floor and wall tile inade in this country. The Tile Council wishes
to thank the commmittee for permitting it to make its views known on this impor-
tant legislation. At the same time, the Tile Council wishes to register its vigor-
ous opposition to the so-called Trade Expansion Act of 1962, as it was passed by
the House of Representatives.

The legislation approved by the House, we believe, is not in the best interests
of our industry; nor do we believe it to be In the best interests of our Natlon.
We are appalled that the House-passed version coldbloodedly anticipetes the
disruption and destruction of American companfes and fndustries, with the
ensulng loss of jobs for our citizens. The domestic ceramic tile industry does not
believe that these ends cap be construed as belng “In the national interest.”

The domestic ceramic tile industry can speak with a certain amount of author-
;tg on the basic issues involved in this trade legislation. On the competent
advice of members of this body and of others in high Government circles the
ceramic mosafc tile producers (an important segment of our {ndustry) embarked
on an escape clauge action, as provided for in the Trade Agreements Act which
expired on June 80 of this year. After lengthy and detailed bearings the Tarif?
Commission unanimously found that the domestic industry was being seriously
Injured by a flood of low-cost imports, and recommended—again, unanimously—
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a modest relief. On March 19 of this year the administration made an arbitrary,
calloused political decision and denied rellef to this hard-pressed industry.

Discussion of our late tariff case is of extreme importance to the committee
in its study of the administration’s proposals in the field of international trade.
The major portion of this bill deals not with tariffs and international trade, but
rather it provides a host of bureaucratic nostrums for the serious flls that quite
obviously will arise as a result of the program. Instead of enacting a meaning-
ful escape clause that will provide, usetul assistance to injured industries, the
administration is seeking to create a whole new Federal bureaucracy under the
title of “trade adjustment assistance.”

It is of extreme importance for the committee to note that the President’s
report rejecting the Tariff Commission's unanimous recommendation for the
ceramic mosaie industry is apparently not based on considerations of ‘“national
interest”—a phrase we hear so often nowadays. Rather, the President substi-
tuted his own “Judgment” for that of the Commission, as to serious injury.
These findings by the Commission were made after a year of careful investiga-
tion by a staff of experts, and the facts developed were given careful scrutiny
by the six Tariff Commissioners. Thus, the President adopted the extraordinary
procedure of golng behind the facts found by a nonpartisan commission created
by the Congress. Not only did the President choose to ignore the Commission's
findings, but he also interjected into his considerations the highly questionable
practice of voluntary quotas from Japan.

We raise thia point here only to demonstrate what domestic companies or
industries can expect at the hands of an administration indifferent to their
serious position as the result of cheap imports. Under the terms of the so-called
“trade adjustment assistance” passed by the House, the Federal executive de-
partment will be afforded vast new opportunities to substituts their “judg-
ments” for those of the Tariff Coumission. And, if the experience of the ceramice
mosaic producers is any criteria, we pity the companies and industries left to
those tender mercles.

We believe the “assistance” provisions contained in the present veision of the
act will create a deploiable set of conditions. We seriously challenge the
wisdom of creating a caste system among our Nation’s unempltoyed workeras.
That most certainly 18 what this provision will do. Men and women who lose
their jobs as the result of a flood of cheap imports—and there appeairs to be no
doubt in the minds of the administration that jobs will be lost—will be accorded
entirely different treatment from those whose jobs are lost through technological
innovation, recessions, undercapitalization, or just plain bad management. In
gshort, it provides an entirely new system of unemployment compensation for
those workers who have the wherewithal to prove their case. Since the adjust-
ment benefits provided for in this blll are substantislly greater than those avail-
able under normal unemployment compensation programs, the bill has obvious
built-in inequities for unemployed workers.

We do not believe that the trade adjustment portions of this bill will cure
the ills arising out of our freewheeling international trade negotiations.
Rather, we believe this section of the bill eventually will pave the way for a huge
new Federal bureaucracy that will lead to economic chaos. It will further
entrench the Federal Government in our domestic economy to a point where our
free enterprise system may no longer exist in this country.

Rather than create a whole new maze in the bureaucratic jungle, we strongly
urge that the committee recommend a s:rengthened, meaningful escipe clause
in the trade legislation it reports to the Senate. Failure to do this will mean
that the Congress concurs i{n the philosophy that there is no longer a place on the
economic scene for indusiries such as the ceramic tile industry snd a great
many other; that it is in the “pnational interest” for industries to bo wiped out,
firms to be put out of business, and workers shifted around by the }ederal Gov-
ernment.

It seems only reasonable that Congress, the source of power of the Presideat
to negotiate trade agreements, should enable {tself to review the effects ¢f the
use of that power on domestic industries. It is indeed unfortunate that the
Congress has consistently shunned i{ts constitutional role in this vital area dur
ing the past 28 years. In the Trade Agreements Extension Act of 1988, the
Congress made a feeble effort at such a review by means of a8 privileged concur-
rent resolution. Howerver, the ceramic mosalc producers in our industry can
testity to the impossibllity of getting & practical review under thls procedura
The simple majority provision provided in the House bill—with the resolution
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coming only from the Ways and Means Committee—likewise is an ineffectual pro-
cedure. A more realistic approach would be a privileged resolution requiring
only a majority vote. : i

In conducting its investigations into this vital field, we strongly urge the com-'
mittee to make & careful study of this country’s actual bargaining position at
the international trade table. We strongly suspect that the wheeling and deal-
ing that has taken place over the past 25 years has all but wiped out most of.
the meaningful tariff concessions we can grant other nations. In the case of
ceramic mosaic tile, for example, we know that meaningful tariff concessions
can no longer be offered.

The bulk of the ceramic mosajc tile coming into this country, mostly from
Japan, has a specific duty of about 414 cents a square foot or an ad valorem rate
of about 21 percent. On the other hand, the average price spread between im-
ported and domestic tile is about 20 cents a foot. It is obvious that the tarift
on this type of ceramic tile i{s virtually meaningless.

It is meaniugless in two respects. It i8 8o low that it has very little effect on the
amount of tile imported from Japan. That country has demonstrated beyond
all reasonable doubt its ability to export tile to this country at an injuriously
high rate. They already have captured 42 r:rcent of our market; testimony
enough to the {neffectiveness of our tariff schedules

Our tariffs are meaningless in another respect. Suppose the tariff on ceramic
mosalc tile were reduced another 50 percent; that is, from 4% cents & foot to 23§
cents. Considering the tremendous price spread resulting from the Japanese
low wage rates, onr bargaining power with this commodity is virtually non-
existent. As the Common Market raises its tariff wall against our products, it
would seem only prudent that tve seek ways to strengthen our bargaining position.

The argument that a meaningful escape clause weakens the hands of our trade
negotiators is a specious one. Tariffs are not negotiated in perpetuity. His-
torically, tariff levels and specific tariffs have fluctuated. Our foreign: trade
negotiating counterparts are aware of this. Within the past year, new “recipro-,
cal” tariff cutting was succesafully negotiated within the GATT with the present
escape clause on the books, with no apparent {ll effects. Since we supposedly
control the largest market with the greatest purchasing power, those facts alone
gshould give us considerable leverage at the bargaining table, escape clause not-
withstanding. A meaningful escape clause would not necessarily hang as a
Damoclean sword over international trade negotiations. :

Under present conditions, and because of the Executive attitude, the escape
clause is something of a game of Russian roulette. This should not be. Itis a
deliberate thwarting of the {ntent of Congress in enacting the escape clause, If
this committee does notbing else, we strongly urge that it recommend legisla-
tion that will present American industry with a strengthened, workable escape
clause. The experience of ceramic mosalc tlle producers has demonstrated be-
yond all reasonable doubt the need for this.

We sincerely believe it was the intent of Congress when it enacted the escape
clause that, unless the state of our foreign situation were compelling (In short,
a matter of national interest), the recommendations of the Tariff Commission
should be proclaimed.

We do not belleve the Congress and the American people want our industry,
{ts employees, or others in a similar situation, to be considered expendable. We
believe enactment of the Trade Expansion Act of 1962, as passed by the House,
could well be disastrous to our industry.  We do not belleve that the elimination
of tariffs, or the reductions authorized in the bill, will materially stimulate trade;
they will only add to present injury. .

We realize the tremendous responsibility facing the committee. There are no
easy answers to the complex problems involved in this critical area of our national
life. The Tile Council of America and its member companies are as vitally con-
cerned with the economic health of this Nation as are those who so ardently.
espouse this measure. For an industry our size, we have invested heavily in the
economic future of this country. We have done 8o in the belfef that we would be
able to partake of the fruits of our labors as we created demands for our prod-
ucts in the highly competitive building products fleld. This has not been entirely.
the case. We have seen an ever-increasing portion of our market swallowed
up by foreign producers whose only advantage is a pool of low-paid labor. .

The plight of our industry is largely the result of the tariff and other policies
of our Federal Government. There {8 no other place for this industry to turn
for relief from this continuing injnry than to the Oon:gm We sincerely petis
tion this committee to give serious consideration to the grave problems facing.
the domestic ceramic tile industry and those in a similar position. :
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Law Orrice or Grorap Broxs,
: Washington, D.O., August 1, 19682.
Hon. Hirry Frooo BYrp, :
COMhairman, Committee on Finance,
U.8. 8enate, Washington. D.O.
_ Drar MR, OHAIRMAN ; This statement is filed on behalf f the pin import group
of the National Council of American Importers, Inc.

The pin import group agrees fully with the testimony given on behalf of the
National Oouncil on July 24, 1962, endorsing H.R. 11070, and makiug suggestions
to strengthen its provisions for the reduction of international trade barriers.
There is, however, one additional change, of vital concern to the pin import
group, which we propose to the committee: i.e., the deletion of section 225(b).

Section 225(b) provides that, if the Tariff Commission ever recommended
escape clause action with respect to an article, and the President rejected such
recommendation, the article must be excluded from consideration for any future
tariff reduction, so long as the Commission s prepared to say “that economic
conditions in such [domestic] industry have not substantially improved since”
the prior finding.

This strange provision would resurrect every rejected recommendation ever
made by the Tariff Commission, however outdated, however discredited, how-
éver irrelevant to the trade picture of the 1960’s and give it operative force,
which it never had before, to bar consideration of the product in question in any
new trade negotiations.

These old recommendations were made under statutes which gave the Com-
mission no power to act: it could only recommend. The President was given the
power to act. He refected these recommendations. Now section 225(b) would
endow this whole array of rejected recommendations, retroactively, with deter-
minative legr] status. The President would be powerless. )
* Bection 225(b) does not even permit the Tariff Commission to reexamine a
case fully to decide whether a 10-year-old rejected recommendation is still ap-
propriate. It may reexamine, but solely to decide whether or not “economic
conditions in [the domestic) industry have ¢ ¢ ¢ gubstantially improved.” If
conditions have not improved, or {f the improvement has not been substantial,
the Commission must close its eyes to the causes of the stagnation, which may,
of course, have been due to any number of factors having nothing to do with
{mports. Indeed, even if imports had stopped compietely, the Commission conld
not undo its own obsolete finding If the domestic {ndustry remained stagnant
due, perhaps, to & change in public taste or fashion, or the development of a sub-
stitute product.

Here are some examples of the results section 225(b) would seem to compel:

1. In 1952 the Tariff Commission, by a 4 to 2 vote, recommended escape clause
restrictions on garlic. President Truman rejected the recommendation. In
1958, the Commission again investigated garlic, and by unanimous vote (5 to 0),
found no basis for escape claunse relief. Stmilarly, in 1954, the Tariff Commis-
sfon, by a 4 to 2 vote, recommended escape clause restrictions on scissora and
shears. President Efsenhower rejected the recommendatfon. In 1959, the
Commission unanimously (8 to 0) rejected escape clause action on the same
products. Section 228(b) wenld now make the 1952 vote on garlic, and the 1054
vote on scissors and shears, determinative, despite the unanimous reversals, by
the same Commission, in 1958 and 1959.

2. In 1058, the Tariff Commission,.by a 8 to 2 vote, recommended escape
clause restrictions on umbrella frames. President Eizenhower rejected the
recommendation. In 1981, the domestic producers instituted another escape
clause proceeding, which was finally dismissed, unanimously, on motion of the
applicants themselves. Section 225(b) would make the 8 to 2 vote in 1958
determinative, even though the domestic producers themselves realized in 1961,
after an abortive effort, that they had no case, and the Commission agreed.

3. In 1953, the Tariff Commiasion recommended escape clause restrictions on
tobacco pipes and bowls. In 1054, a similar recommendation was made with
respect to screen-printed silk scarves. Beth these recommendations were re-
Jected by the President. Although the donn stic producers do not appear to have
considered they had a hasis for reopening either case, In all the years which bhave
passed, Bection 228(b) would make the 1953 and 1054 recommendations deter/
minative today.. .

-4. Stralght pina have becn investignted by the Tariff Commission three times.
In 1954, the application was dismissed by unanimous (8 to 0) vote. In 1957, and
again In 198{ the Commission recommended a duty increase, each time by &
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4 to 2 vote. Both recommendations were rejected, the first by President Eisen-
hower, and the second by L'rcsident Kennedy. Section 225(b) would mean that
the importers of straight pins, Lauled before the Tariff Commission three times
to defend their tiny business, would now be permanently disadvantaged because
of the two discredited recommendations of the Tariff Cominission.

We submit that section 225(d) has no place In the bill, It would give a
measure of finality, retroactively, to Tariff Commission recommendations which
the Congress repeatedly refused to make final. It would arbitrarily make obsolete
recommendations of the Tariff Commission a curb on the President’s new powers,

Thrice exonerated of the charge of causing serious injury to domestic producers,
under the procedures of law in force at the time, the fmporters of straight pins
gh?uggd not now be penalized for their innocence. Bection 225(b) should be

eleted.
Sincerely yours,
Grosor Broxs,

Counsel 1o the Pin Import Group,
Natéional Council of American Importers, Ino,

RESOLUTION oF BOABD OF DIREOTORS OF NATIONAL ASSOCIATION OF SHOE CHAIN
STORES

The Board of Directors of the National Association of Shoe Chain Stores,
belleves that:

A. Our international trade must be expanded—

1. For the greater well-being of the economy of the United States;

%. To promote the economic growth and political cohesion of free nations;
an

3. To strengthen our national security.

B. The Buropean Common Market constitutes a great and powerful economic
force, the linpact of which requires immediate and positive action {n the interecets
.of the economic and political welfare of the United States.

O. Because new legislation to this end is under active c)nsideration, the
NASOS desires to set forth its views as follows:

1, Tarift legislation alone cannot fuily and sufficiently enharce the competi-
tive strength of the United States fn world trade, and to accomplish this vital
purpose the executive and legislative branches of government 1nust also {nitiate
effective domestic polictes, dealing with such cost factors as taxes, wages, ete,

2. It is immediately necessary and desirable that the President be given ade-
quate authority to negotiate mutually beneficiat reductions in all forms of bar-
riers to international trade.

3. As evidenced by the wartime controls under which it operated, the shoe-
manufacturing industry should be considered essential to our national security,
and as such, its productive facilities nud capacities should be preserved in accord-
ance with section 232 of the proposed Trade Expansion Act of 1962,

4. Certaln approaches a1 d mechanics of H.R. 9900 indicated the need for im-
provement and correction, some of which have been carrled out in H.R. 11970.
The board of directors of the National Association of Shoe Cheain Stores there-
fore continues its endorsement and support of the objectives of this legislation.

(Whereupon, at 11:50 a.m., the committee recessed, to reconvene at
10 a.m., Wednesday, August 8, 1962.)
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WEDNESDAY, AUGUST 8, 1062

U.S. SeNaTE,
CoMurrree oN FINANCE,
Washington, D.0.

The committes met, pursuant to recess, at 10:05 a.m., in room 2221,
N(s;}v Senate Office Building, Senator Harry F. Byrd (chairman) pre-
siding.

CuPresent: Senator Byrd, Talmadge, Williams, Carlson, Butler, and
rtis.

Also present: Elizabeth B. Springer, chief clerk; and Serge N.
Benson, professional staff member. ‘ '

The CramuAN. The committee will come to order.

The first witness is Mr. E. C. Coleman, representing the Luggage &
Leather Goods Lock Manufacturers Association.

Mr. Coleman, a fellow Virginian, sir, I welcome you.

STATEMENT OF E. C. COLEMAN, SALES MANAGER, JONG MANU-
FACTURING CO.;, APPEARING ON BEHALF OF THE LUGGAGE &
LEATHER GOODS LOCK MANUFACTURERS ASSOCIATION

Mr. CoLeMan. Mr. Chairman and members of the committee, my
name is E. C. Coleman. I am sales manager of the Long Manu-
facturing Co., Petersburg, Va. I am appearing on behalf of the
Luggage & Leather Goods Lock Manufacturers Association.

e make luggage hardware, including locks. Wo are being driven
to the wall by import competition in the face of the present tariff of
2214, percent of foreign value. We think we would be driven out of
business if the tariff is eliminated as scems to be intended by the
pending bill,

However, I shall not dwell on the details of our business prospects
because I think the committes may be more interested in the broader

ts of this legislation. '

t is worth recalling that from 1934 to 1961, the proponents of the
trade agreements program insisted that it was designed to expand
trade without causing 1njury to American industry.

In asking Congress to délegate to him ita constitutional pawer to
adjust tariffs in 1934, President Roosevelt said :

The exercise of the authority whi.. I propose must be carefully weighed
{n the light of the latest infotmation s as to give assurance that no sound and
important American interest will be Injuriously disturbed. (House Ways and
Means Committee hearings on recip. trade agreements, 1034, p. 468.)

Secmta.g‘(ismte Hull made a similar declaration, as did later Sec-
retaries: - ident Truman reaflirmed this policy shortly after taking
office and, in 1047, issued an exeoutive order directing that all later

1105 ‘

';
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trade agreements must contain an escape clause to safeguard Ameri-
can industry from injury.

In 1951, the Congress enacted the escape clause into law, the lan-
guage having been written by the Committee on Finance. In addi-
tion to enacting the. ures. for reljef gsgc 7),, the.Congress de-
clared that no trade ment coricession 8halF!bb- permitted to con-
tinue in effect when the product in question is being imported in such
increased quantities as to cause or threaten serious injury to the do-
mestic industry (sec. 6(a) Trade Agreements Extension Act of 1951).

It is noteworthy that the protective policy was espoused by Demo-
cratic administrations and endorsed by Democratic Congressm.

Now, another administration is asking abandonment of that policy.
It asks for unprecedented delegation of power to remove tariffs en-
tirely. It claims that the escape clause is continued by the House bill.
- To help the committee in appraising whether or not this is so, we
have tabulated in the appendix the key provisions of standards and
gylllteriu of the escape clause of present law and of the pending House

il

The committee will note how the pending bill makes it quite diffi-
cult, if not impossible, to make a case for relief. By omission of the
words “in whole or in part,” it is apparently intended that the in-
creased imports must be proven to be attributdble solely to the trade
agreement. Thus, if the iImporter can show:some other factor played
a part, heis homes}rea ' e : "

 The pending bill rejects the language of present law which relates
increased imports to the duty reflecting a trade agrednient concession
and requires that the imports be the result of the.concession. In 1951,
this committee determined the latter test was incapable of proof. Is
it not reasonable to conclude the drafters of this bhill want an impos-
sible burden of proof imposed on American industry? ,

It js difficult to understand why the drafters of the bill object to
having the Tariff Commission make recommendations to the Presi-
dent. Is this another step in.downgrading the Commission{

Of utmost importance are the criteria to be followed by the Tariff
Commission in escape clause determinationa. Singe 1951, the law
has provided alternative criteria of downward trends of production,
employment, prices, profits, or wages, or a decline in sales, an increase
in imports, a higher or growing inventor!v or a decline in the propor-
tion of the domestic market supplied by the domestic industry. These
are significant danger signs in a private-enterprise economy.

The pending bill, on the other hand, recognizes nothing less than
economic disaster as the test for the escape clause. It prescribes the
cumulative criteria of idling of productive facilities, inability to oper-
ateat a profit and unemployment or underemployment. .

Thus, the bill rejects our historic test of giving domestic industry a
chance to remain healthy, or quickly to regein health when it falls
ill; and in lieu says we can’t even call a doctor until we are dead. Only
a complete hatred of protective tariffs could promote such thinking.

The administration tries to justify its position by declaring it needs
a new policy in order to deal effectively with the European Economic
Community or Common Market. One would suppose from this that
this splendid integration of six countries in Europe wad also going
free trade. And so they are—but only a8 far as ttade with each
other is concerned.
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The EEC has the opposite objective so far as trade with the United
States and other countries is concerned, The vary foundation 9§
tht:i Common Mark%: és the maintenance of a:‘:oilmmon , th?al' ri
and rates on many U.S..exports were substantially raised in the form-
ulation of the CXT. . In the formuls used, a simple average of
the national tariffs, was bound to have that result. Subsequent. declar-
ations of leaders of the EEC have reaffirmed the protective m
in connection. with guggestions that the United States migh

to join, D

'l‘he bill does not require that we get reciprocal conceasions. We do
not doubt the President’s intention t~ try to get concessions for exports
in return for the removal of the American tariff. What can be
ex;iected is that the Common Market will grant us tariff reductions
or bindings on that complement their own production and that
the United States will grant free trade on competitive im since
most of our noncompetitive imports are already on the ist of
the Tariff Act of 1930. . .

In pushing its trade program, the administration has deluged the
country with a profagunda campaign the likes of which have never
been seen before. In this camgli , there are many distortions.

Consider, for example, the r Department’s thesis that 1960

-exports generated 3 million jobs whereas less than 1 million could
have been adversely affected by imports. All exports are assumed to
add jobs; only “competitive” imports are assumed to have a possible
adverse effect. This seems plausible enough, until we see the arbitrary
c}miﬁcations that were made to remove imports from the competitive
class.

Imports amounting to less than § percent of U.S. supply are assumed
to be not competitive. Steel miil %roduct imports of over $500 million
in 1960 were less than 5 percent of U.S. supply. One wonders whether
steelworkers in the southern (I)arts of the country, where imports have
been es;])eciall_y heavy, would regard the imports as noncompetitive.

Petroleum imports of over $114 billion are assumed to be noncon-
petitive. One wonders whether the Texas oil industry, operating on
an 8-day-per-month schedule, would think this reasorable. -

Iron ore imports of over%BOO million are assumed to be noncom-
petitive. One wonders how the representatives of the Minnesota iron
miners think about this. . ,

It seems clear that the figures were juggled to maximize the benefits
of free trade. Does the Con want to delegate control over trade
policy to an administration that does this? Is this massive snow job
to succeed?

hAs £ \}rliew the fsceﬁxle, Tam reminde(li1 of t}xe w%rds of Edmund Burk3
that: “the age of chiv is gone; that of sophisters, economists an:
calculators lirs suoceedaég’ ‘ .

May X add, Mr. Cheirman, we have given a good deal of thought
to the amendments of Senator Bush which were submitted last week.

We would have liked it better if Senator Bush had provided for
con ional review by either House of Congress and if he had in-
cluded congressional review of new trade ts that violate peril
point findings, we hope the committee will consider these additional
points. y
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But even if the committee does not' favor tlese addntlonal pomts,
we still want toendorse the Bish amendmen&\‘ N
Thank OlL A N b
The' Cnmmm. Thank you very muqh Mr %ﬂg
Do you say you favor the amendments ofl’e j Send?oi‘ Btsli
and others? , ,
“Mr. CoLeMax. Yes,sir. '~ SRS
The CrARMAN. Do you haive an additlonal amendmentst e
Mr. CoLemaN. No, we have no a dmonal amendments to oﬁ'éi‘ sii-

uwgtthwelsuggmtt;ilustnow- e

o CHammmAN. Thank you very much, o

[ I ; o

1 W

Any uestionst ] D
“Thank you, Mr. Coléman. T
Mcr. CorexmaN, Thank you, sir. ‘ A .
' (The appendik referred to follows:) . -~ ' ~ o

Counum Anznmx o . TR

Escapo Clause of fl‘rade Agreements, July 1962 :
(PRESENT LAW) © (R 11970, 8EO. §01) °

Tarifl Commlsslon to lnvestlxate wbeth Tarift Commlsslon to lm estlxane wheth- .
er as a result erasa result ’

in whole or in part ’
of the duty or other customs treatment
reflecting a trade agreement concession
a product is being imported in such in-
creased quantities

either actual or relative

as to cause or threaten serious injury
to the domestic industry

of conmlons granted under trade
agreements

an article is beg.ng lmported in such in-
creased quantit

as to cause or threaten to canse serlous
injury to the domestic industry,

Should the Commission find injury it
shall

recommend to the President withdrawal
or modification of the concession or es-
tablisbment of import quotas necessary

S;:oxllld the Commission find lnjury it
gshall '

find the increase in or {mposition of
duty or other import restriction neces-
sary to prevent or remedy the injury

and include such finding in its report
, to the Preslident. .
In making its determination the Com- In’ making its determlnation the Com-
mission, without excluding other fac- mission shall take into secount all
tors, shall take into consideration relevant economic factors including
downward trend of production idling of productive facilities
downward trend of profits inability to oper;te at & profit
an
unemployment or underemployment

.........

to prevent or remedy the injury.

downward trend of employment
" downward trend of prices
downward trend of wages
decline in sales
increase in imports R
highber or growing inventory : -

- 2 e mr v ——————

¢ ememcamam——————

-

or

decline in proportion of domestic market -
supplied by domestic producers -

Industry means that portion of pro- No deﬁniti?n but bill apparently te
ducing  establishmenta making the quires consideration of all productive
prodnct. facilities of all irms {n the industry.

The CuarmaN. The next witness is Mr, Burnham B Holmes of
the Rolled Zinc Manufacturers Assooiation.
Mr. Holmes, take a seat, sir, and procoed.
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: STATEMENT. OF BURKHAM B. HOLMES, ON BEHALF. OF THE
} BOLLEDZIHO IAMAO’!UBERS Wol" X “"

e I ITTARE

Mn ‘Hoares, Mr Chaxrman, I filed a- Pmparedl statament but I
have some briefer notes that I will talk to i t.ca.n all be in the.mootd;
withyourpermlsslon. : ; RN

The CHAIRMAN. Without objection. -/ i - o

Mr. HoLyzs. I 'am Burnham B, Holmes, a resnden!; of Muncm,zlnd "
vice president of Ball Bros. Co., appearirig hers as the spolgesman {or
8 trade association, the Rolled Zmo Manufacturers 4ssociation,

All of the U.S. companies that roll zine for sale are meinbers of Lhis

assocmtlon s

Ia respectfully ;l) R. 11970,. We sincerel ‘belxéve
that Ig R. 11970 isa bettar bi tha.n HR. 9900,:and are des &y apprés
biative of the work done by the House Way!s and Means nlmxbtee
to improve it. -+ i -

But we are smwmly convmoed this bll] is not in the bewmtnreﬁs
of American workers or American investors, -:

' “All' of us approve of everything on the cover pagb and'ga
through line 18 of this bill. We subscribe to the purposes but: we
do not believe the bill w111 work toward t.he wchlevement of t.hose
proper purposes. - Lt

Lat us recognize that in’ 1(6 of the mplxcatidns of the St&tn De'
partment propaganda, the' United States 18 DOW on-& relatlve bams
a frestrade or a low tariff nation, :

In the last 25 years, we have cut our. average dutxes from ubout
50 percent to about 12 percent except for our most protected subsi-
dized industry, namely, agriculture. - We have very few quota systams,
embar, and ho currency restraints. Few if any other natxons can
make that statement :

~ And second, the competitive situation now facing us by creabion
of the Eumpean Economic Community or Common Market is noth.
ing to cause fear or panic. We do not even know yot who 18 gomg to
bea member, nor do we know all of thé rules; ‘

We pro should favor the advent of the Common Marke(: and
we pmpe ould adjust our course to meet'rt, but not, m pamc, and
not in hssfb.

This will require studious’ stahesmhnshlp of the same ordeu- a.b was
required to conceive the Common Market and to nurt,ure it to its gras
ent position of promise and hoge.

hat aspeots of H.R:. 11970 are unwise in the oplmon of the rolled
zinc manufacturers

First, we think it unwise to authorize trade bargammg in broad
cate.gones, unless these categories can be and are related to our tariff
paragraphs, our records showing histories of imports, exports, and
the relative importance to the American industrial picture, and unless
proper guidance is given to our reprwentat.lve& and unless they am
méeco to follow such guidance.

ndly, we think 1t unwise to abandon the penl-pomt concept
which, though fraught with difficulties and far from perfect has been
worked out by several Congreses and revwed to more nearl?r fit tho

requlrements. ’ ,
. gt
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Third, Wé:pray that only will you preserve the peril poirit, bt you
make such poHl puinta binding on the executivebraneh,. -

Fourth, we urge you to provide that Congress may by a privileged
fesolution gnd a majority vote of both Houses affirm any Tariff Com-
mission: recommendation which the President has declined to acoe)

Fifth, we urge you to consider and review and possibly eliminate the
most-favored-nation priciple which has been so abused.

.. Sixth, aliminate the adjustment assistancs for firms,

- Seventh, eliminate the assistance to workers other than to give them
the same unemployment protection if unemployed due to imports as
they would have 1f unemployed due to lack of work for any other

cause,

In addition to these specific criticisms, we must point out that several
U.S. industries are in real trouble in their home markets due to higher
cost of labor and/or of raw materials. Our own zine rolling mill
products industry is one of these, and we believe it merits special con-
sideration as part of any sound new trade legislation.

Let menows just of gino and certain products thereof.

» The United States has a seven-tenths of a cent per pound duty on
ginc in ingot form and in addition we have a quota on the import of
sinc,

The United States has a duty of just 1 cent a pound on finished and
rolled sheets made 100 percent from zinc ingot by a costly process of
melting, casting, normalizing, rolling, and rerolling, shearing, and so
forth. 'The result is that the average foreign value in 1961 of im-
ported Yugoslavian zinc sheet was only 13.6 cents per pound, scarcely
more than we pay for a slab of zinc to start with.

In the time available I cannot completely support the recommenda-
tions that we are making but I would ask your careful consideration
of these problems.

We have no objection to a sound program to protect the American
zino miner and smelter but we fear that the present program will in
time ruin their American customers, and the products will all be im-
ported and what good will it do to have protected the miners and
gmelters

To solve this we recommend that as part of any new trade legisla-
tion you incorporate the provision essentially similar to that in bill
S. 2747 by Senator Anderson or H.R. 11827 by Congressman Harvey,
of Indiana. These bills would do away with the quotas on Jead and
zinc and on the ores thereof and would provide a certain degiee of
duty protection and would also give a fairly workable degree of pro-
tection to the immediate products thereof.

We feel that we should comment on one particular part of H.R
11970, which is so meritorious. This is the removal of duty conces-
sions to Communist-dominated Yugoslavia and Poland.

e have particularly strong interest in this because they are causing
us a large part of our import problem with prices not developed in
the marketplace as are our prices, but with prices developed under their
centrally planned economie system. Since Yugoslavia is part of a
system that has sworn to bury us, we urge you to keep this clause in
any trade bill you recomemnd.

T still have not told you our real problem, how imports of zine
sheets have climbed from nothing to more than 40 percent of the in-
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dustry, how these are priced 8o cheap that we cannot pay. U.S. ptices
for zincand good American w and compete. )

I do have exhibits with me and would welcome any questions. -

In summary, may I presume to recomemnd to you a course of action
which we believe would be in the finest tradition of this committee and
in the interest of a broad base of American industry : Don’t pass 11970,

ize it for what it does; namely, scraps the whole boci;' of legis-
lation built up by many Congresses over many years that now gives
us a favorable balance of trade, that now opens our markets to the
world, but keeps them under a modicum of control. '

Recognize that this bill would result in an abdication by Con of
its constitutional obligations. Instead we urge you to extend the pree-
ent trade legislation for 2 years with a provision that duty concessiong
now given to Yugoslavia and Poland be withdrawn and et the same
time we request that you request the Tariff Commission to make a broad
study of our trade history, the current situation vis-a-vis the Common
Market, and other groups and countries, and report back to you with
its recomemndations for the guidance of your comimttee and the House
Ways and Means Committee in diafting whatever program appears
most feasible to replace this program 2 years hence.

Senator WiLLiams. Mr. Holmes, what concessions have been granted
to Yugoslaviaand Poland { : .

Mr. HoLmzs. They are on the most-favored-nation basis,

Let me try to support our position with a few direct quotations,
and I quote:

Sweeping changes in our foreign trade policles are not necessary—

Igagg quoting from s letter written to Gov. E. F. Hollings, August 81,
1

Second :

I supported the perii point and the escape clause, both of which are in the
present Reciprocal Trade Act. I would not ask additional legislative action,
however, on reciprocal trade.

This is from a TV broadecast, Portland, Maine, September 2, 1960,

Thirdly:

I belleve we can protect our domestic industry within present laws, with Pres-
idential leadership, with a knowledge of the problem, with effective workings be-
tween the President and the State Department and countries abroad, and with
the provisions fn present reciprocal trade laws &f vigorously, effectively, and
responsibly administered. (Address, New York City, October 12, 1860.) :

Gentleman, all of these quotations are, to my best belief, accurate
and quotations of talks by }ohn F. Kennedy made while campaigning
for the Presidency of the United States. I gelieve his quotations fully
support the request we are making of you today. Speaking for the
several hund em,;(loyees of the zine rolling mills of Illinois, Penn-
sylvania, New York, Massachusetts, Connecticut, and in Indiana,
speaking, I believe, for the majority of zinc miners and smelters,
speaking for the managers and shareholders, we thank you for this
opportunity to express our views,

he CuairMaN. Thank you very much, Mr. Holmes.

Any questions?

. , ,
e
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= (M. Holmes’ prepared statement follows:) .-

. ! R R
STATEMENT OF BUBNHAM B. HoLMES IN BEHALF OF THE ROLLED ZINC .
o S ‘MANUFACTURERS ABSOCIATTON ’ o '

. R . . ‘
Mr. Chairman and members of the comunittee, I am Burnbam B. Holmes, vice
prealdent of Ball Bros.,Co., Muncle, Ind, and I appear as a member of the
executive committee’ and in behalf of the Rolled Zinc Manufacturers Associa-
tion. "The assoclation’s seven members mdnufacture 100 percent of the zine
rolling mill products produced for sale in the Unfted States. :
- Our industry js one in which,import competition was negligible 10 years ago.
8ince that time imports have incseased to the polnt where they accounted for
approximately 44 percent of domérHe production last year in one {mportant
product we produce and have seriously threatened injury in the case of the other
products. Therefore, any legislation which would authorize the lowering of
import 1estrictions on our products is of paramount concern to us. .
° With tbis very,brief background let me discuss the bill before you, indicate
the provisions weé consider to be deésjrable, the provisions we consider to be
undesirable, and our overall reommendations for amending the bill if it is to
be reported by this committee to the Senate. . . :

DESIRABLE PROVISIONS IN H.B. 11970

1. Requirement that Yugoslavia and Poland pay full duty rates. Section 281
of the blll, beginning on page 12, would require that the products of Yugoslavia
and Poland pay the same full duty rates just as such rates now are assessed
on the products of other Communist countries. I am sure the committee is
famillar with the broad arguments regarding Yugoslavian products paying full
duty rates. Concerning products of our industry, we sce the direct result of
the current U.S. policy which gives Yugoslavian products the same favored cus-
toms treatment as the free nations of the world. In 1961, 1,537,748 pounds of
zinc sheet were imported from Yugoslavia—over 64 percent of all imports and
over 29 percent of U.S. production. The average foreign value in 1961 of im-
ported Yugoslavian zinc sheet was only 13.8 cents per pound, stightly more than
the U.S. price for slab zine. The average Yugoslavian wage in metal products
industries in 1960 was 31 cents per hour compared to the U.S. $2.45 per hour
according to the “Yearbook of Labor Statistics of the International Labor Office.”

Zinc sheets are an item of high labor content. This, combined with the
ability of Yugoslavia to buy the base metal for an extremely low price, has
enabled Yugoslavia to deliver ginc sheets {n the United States at approximately
half or less of the price for which U.S. manufacturers must sell zinc sheets and
for vlery little more than the price U.S. manufacturers must pay for the base
metal.

If our industry were not confronted with severe import competition from
Yugoslavia, we still would favor assessing full duty rates against products
fmported from Yugoslavia and Poland fo as to give the trade from our country
to free countries of the world rather than Communist countries. Howerver, in
addition to this basically sound economic policy, we feel it is doudbly meritorious
because Yugoslavian {mports are ruining our industry, and perhaps other
industries, because the prices of the products from these countries for shipment
to the United States may be determined by the Communist Yugoslavian Govern-
ment without reference to costs of production which, of course, is not the pricing
system in countries such as the United States which operate under the private
enterprise system. We are pleased that the House bill {ncludes this provision
angd urge its retention without amendment. -

2. The action of the House of Representatives in authorizing a majority of
Members of both Houses of Congress to affirm a Tarlff Commission escape clause
ref?mmendation which the President has declined to accept is a constructive
action.

It the factfinding bipartisan Tariff Commission finds serious injury to the
Jdoraestic industry and recommends increased imports restrictions, we feel that
the Congress, since it has delegated much of its tariff determining authority,
should have the power to approve a Tariff Commission escape 'clause recom-
mendation in the event the Members feel that the President is not justified in
not accepting the recommendation. The majority override prirciple is con.
structive and we favor 1ts retention {n the bill,
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UNDESIRABLE PROVISIONS IN H.B. 11970
1. Too mwoh {ariff-outting authority = c o

. .President Kennedy has :referred to the current proposil as a bold new ap-
proach: We consideF it to be & bold,.unwise, and disastrous appreach inasmuch
as our average tariffs have been reduced 75 to 80 percent of Lhe rates existing
under the Tariff Act of 1930. . We question whether additional tariff-cutting
authority in any form shoutld be authorized. If so, however, the authority
vested in H.R. 11970 is much too hroad. Any tariff-cutting anthority should
not exceed 20 percent of the rates in effect on July 1, 1962, which 1s along the line
of tariff-cutting. authority under the trade agreements program for many Years.

$. Btrengthen the peril point provision of calsting larw ) '

. If any additional tariff-cutting authority {s to be given to the President in view
of the threatened perit to domesti¢ industries from imports, then the safeguards
for the protection of domestic industries must he strengthened. We have felt
that the peril poiut procedure over the years worked rather well because until
this year Presidents representing both political parties practically always
respected the peril points as established by the Tariff Commission after thought-
ful and iwpartial hearings, President Truman violated only a very few peril
points during his entire Presidential tenure and President Eisenhower in 8 years
of office did not lower a single duty In violation of a perit polot. However,
President Kennedy this year has violated 62 peril points. As long as the
I’resident of the United States generally respected the recommendations of the
U.8. Tariff Commlssion as to what Jduties could not be further lowered without
causing or thereatening serlous injury to the domestic industry producing like or
directly competitive products, we felt it was not objectionable to leave this
discretionary authority in the President, knowing and understanding that peril
points would be violated only in exceptional and unusual efrecumstances.

_ Now, however, that President Kennedy has violated 62 peril points in 1962
and, therefore, in our opinfon, has grossly abused this power, we feel that this
discretionary authority should not remain with the President. As you know,
H.R. 11970 would eliminate the peril point procedure entirely so that the Presi-
Acnt would not continue to be placed in the embarrassing position of having to
report to this committee and the Ways and Means Committee that he has towered
duties which action the ‘Tariff Commission has determined would cause or
threaten serious injury to competing domestic industries. We urge you to con-
tinue the exlsting peril point procedure and in addition to make Tariff Com-
mission findings final and binding upon the President.

Although H.R. 11070 would establish procedures involving the publication of a
list of items on which there {s intention to negotiate, would require the holding
of publlie hearings and the submission of reports to the President by the Tariff
Commission to advise regarding concessions, the President would not be required
to give any consideration whatsoever to the Tariff Commission recommendations
and could act on his own just as Independently as he could if no public hearings
were held and no advice was received frem the Tariff Commission.

3. Privileged resolution status of Tariff Commission escape clause recommenda-
tions should not be stricken

When I listed the items in IH.R. 11970 which we believe to be désirable, I
mentioned favorably the action of the House in authorizing the Coungress by a
majority vote of the full membership of both Houses to approve a Tariff Com-
missfon escape clause recommendation which the President has declined to
accept. The House, however, in reducing the vote required from two-thirds to
a majority nevertheless eliminated the privileged resolution procedure whereby
such a matter might be considered. Since action by both Houses of Co,
within & 60-day period would still be required it i{s obvious that the privileged
resolution status must be retained if the provision is to be significant and mean-
ln%tul, otherwise we look upon the majority override provision as ot little if any
value.

4. The “most favored nation” principle should be revicwed

It the United States always megotiated a tariff reduction with the country
which is the principal supplier to the U.S. market and all other countries pursued
similar policies and granted reciprocal concessions, then the most-favored-nation
principle could be meritorious. However, the United States not only gives most-

[ [ A ]
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favored-nation treatment to other countries who are also members of GATT but it
extends this treatment to all other non-Communist countries of the world who are
not members of GATT and who are not legally obligated and frequently do not
grant to the United States in return concessions of equal value. We feel that
the most-favored-nation clause which is article I of GATT has not been given
proper attention and is one of the principal reasons why the United States seems
to come out on the short side in most of its international tariff negotiations.

3

RECOMMERDATIONS FOR AMENDMERT TO H.R. 11970

1. In short we favor amending the bill 80 as to restrict the President’s tariff-
cutting authority far below that authorized in the bill, the strengthening instead
of elimination of the present peril point provision so as to make binding upon the
President peril point recommendations of the Tariff Commission, inclusion of
authority for the Members of both Houses of Congress by means of a privileged
resolution to afirm any Tariff Commission recommendation which the President
has declined to accept and a review and modification or possible elimination of
the most-favored-nation principle.

2. Specific amendment pertaining to lead and gzinc: At present there are in
effect import quotas on lead and zinc ore and metal, although there are no
quotas on the manufactured products such as rolled zinc products which are com-
posed almost 100 percent from the base metal. There is widespread dissatisfac-
tion with the quotas and a special burden {s placed upon the manufacturers of
rolled zinc products both because the quotas on the metal artifically stimulate the
U.S. metal price {n relation to the world market price and also invite the im-
portation of the zinc metal in the form of manufactured products as a means
of circumventing the quotas.

The zinc rolling mill products fndustry has exhaustively attempted to use
administrative remedies to solve this problem. We have tried the escape clause
route, made a plea in connection with customs simplification, have attempted to
use article XXVIII of GATT, have participated In international meetings and used
all other legal means known to us to obtain increased import protection through
administrative procedures. S8ince the administrative procedures have not
worked, admittedly to some degree due to technicalities, and inasmuch as there
is almost universal dissatisfaction with the quotas, we urge this committee and
{he Congress to deal with the overall lead-zinc problem by means of an amend-
ment to this bill removing the existing import quotas and !n thelr place estab-
Jlrmlng increased import duties on lead and zinc¢ including zine rolling mill
products.

Many bills have been introduced §n Congress which would accomplish this
ohjective. There I8 disagreement within the domestic industry as to what the
proper rate of duties should be on lead and zinc ore and metal. To our knowl-
edge there {8 no disagreement within the domestic industry as to what should be
the proper rates of duty on rolled zinc products. Included among the bills
introduced in Congress are those which follow the recommendations of the
custom smelters group and others which reflect the recommendations of the
Fmergency Lead-Zinc Committee. To our knowledge all of the billg introduced in
both the House and the Senate including S. 2747 by Senator Clinton Anderson
and 20 others which reflect the recommendations of the Emergency Lead-Zinc
Committee, would increase the rolled zinc duty along the lines of our recom-
mendations. A recent bill, HR. 11827, by Representative Ralph Harvey, of
Indiana, would increase the import duties on lead and zinc ore and metal in
accordance with the recommendations of the custom smelters group and would
algo increase the dutier on rolled zinc products in accordance with our recom-
mendations, .

So as to develop a healthy and prosperous lead and zinc industry in the
United States {ncluding & healthy rolled zinc industry, we urge the committee
to deal directly with this problem in H.R. 11970 by first determining what should
be the increased duty on lead and zinc after resolving the differences in view-
points within the domestic industry as to what should be the amount of the in-
crease, recognizing that all members of the domestic industry seem to favor some
increase and then to include the provisions for increased import duties which we
recommend on rolled zinc about which there appears to be no dispute within the
domestic Industry. We urgently request your favoradle cons!deration of these
recommendations and I shall be pleased to dlscuss them with you in detafl if
you wish. However, in brief let me say that what we are requesting Is com-
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pensatory import doty increases for any increaseq which are incjuded for ginc

ore and metal and in the case of zinc sheet and zinc wire Increases ve Com}-

pensatory increases are lmperative because the imports of these !tems alreaqy

bave been substantial and ruinous in the case of zinc sheets. )
. .' (TR p a

TWO-YEAR nﬂusxon or omaur LAW .. . o -t iy

In s.mmary, may I presume to recommend to yod 4 course of actioni which wé
believe would be fn the finest tradition of this committee, and {n the intersst of
a broad base of American industry. :

Don't pass H.R. 11970—recognize it for what it does; namely, scraps the whole
body of legislation bullt up by many Congresses over many years that opens
our markets to the world but keeps them under a modicum of control. Recognize
that this bill would result in the abdication by Congress of its constifntlonnl
obligations.

Instead we urge you—extend the present trade legislation for 2 years. with a
provision that duty concessions now given to Yugoslavia and Poland be with-
drawn, and at the same time request the Tariff Commission to make a broad
study of our trade history, current situation vis-a-vis the EEC and other groups
and countries and to report back to you with i{ts recommendations for the guid-
ance of your committee and of the House Ways and Means Committee in drafting
whatever program appears most feasible to replace this program 2 years hence.

Following are several quotations made by President Kennedy when he was
campaigning for the Presidency:

1. “Sweeping changes fn our foreign trade policies are not necessary"
(letter to Gov. E. F. Hollings, Aug. 31, 1860) ;

2. “I supported the peril point and the escape clause, both of which are in
the present Reciprocal Trade Act. I would not suggest additional legislative
action, however, on reciprocal trade”’ (TV broadcast, Portland, Maine,
Sept. 2, 1960) ;

3. “* ¢ ¢ | belleve that we can protect our domestic industry within presy-
ent laws, with Presidential leadership, with a knowledge of the problem,
with effective workings between the President and the State Department and
countries abroad, and with the provisions in present reciprocal trade laws if
vigorously, effectlvely, and responsibly administered” (address, New York
City, Oct. 12, 1960) ;

4. “® * ¢ there are laws on the book for the protection of agricult 3
and for domestic industry. I hope we will have a President of the Unit
States who is knowledgeable about those laws, who is interested in them,
who is concerned about them, who works with the Congress on these
subjects, and also uses his great powers and influence here and abroad in
order to stimulate successful trade” (address, New York City, Oct. 12, 1960).

We ask you to consider these statements in relation to the bill which is now
before you which the President has proposed. In view of this apparent conflict,
we feel there is additional basis for the impartial study we have recommended
of the entire problem by the Tar{ff Commission before Congress enacts broad
trade leglslation.

The Cuairman. The next witness is Mr. Eugene Stewnrt, Man-
mads Fiber Producers Association, Inc.
Tuke a seat,sir, # *d proceed.

STATEMENT OF EUGENE STEWART, COUNSEL, MAN-MADE FIBER
PRODUCERS ASSOCIATION, INC.

Mr. Stewarr. Mr, Chairman and members of the committee, I ap-
pear here on behalf of the Man-Made Fiber Producers Assoclatlon.
I have a lengthy brief which I do not propose to read and I respect-
full Ti r%uest permission for it to be printed in full in the record.
e Crarman. Without objection, your sup‘)lembntal statement
will be inserted in the record followmg your oral testimony.
Mr. Stewarr. Gentlemen, it is my purpose this morning to discuss
directly with you somé major ptoblems that are contained in H.R.
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11970 and- to explain how the amendments introduced by Senator
Bush and Senator Bennett and other Senators, will constructively
deal with these problems, . ‘

The Bugh amendments are designed to fit into the framework of
this bill so as to leave intact the broad outline of power desired by
the President in order to take initiative in Common Market negotia-
tions, but, at the same time, to provide a stabilizer for the use of this
authority in the form of concrete guidelines and specific safeyuards.

First, the administration bill proceeds upon assumptions which are
unsound. It is assumed that by using the authority to eliminate du-
ties on industrial and agricultural products in negotiations with the
Common Market our exports will increase more than our imports,
and our balance of trade position will be improved and our economy
strengthened, '

I refute this assumption as follows:

Fi:st, the Bank of International Settlements in its annual report
released in June of this year, I may say a classic and highly respected
document, points out, and I have quoted it in my brief, that it would
be wrong to assume that the United States will increase its exports
more than its imports because of the growing competitive strength
of the Common Market in comparison with the United States which
is already at a level of high efficiency.

The difference is in real costs represented by labor rates and other
cost advantages borne by the Europeans and to the credit of the In-
ternational Bank, this was recognized. So this is respectable au-
thority for the proposition that any trade agreement in which we sim-
gy bargain for a mutual elimination or reduction of duties will not

nefit our economy.

I have more concrete proof. You gentlemen have heard a great
deal about the effect of this bill on employment, how small the effect
would be on unemployment caused by imports and how large the
benefits would be from an expansion of exports.

The industry which I represent commissioned an independent statis-
tical organization, the Survey and Research Corporation of this
city, to take Government data, no estimate, but the official Govern-
ment statistics, published in the 1958 Census of Manufactures, the
1960 annual survey of manufactures, and to tabulate those industries
that had suffered a decline in employment on the one hand, those that
had experienced an increase in employment on the other, then to cor-
ﬁelate. with those data the import and export experience of those in-

ustries,

We have this study, the tabulations are presented in my brief and
I would like to summarize the results for you because they are of
major importance.

Let me say that the correlation of export and import data was done
in accordance with a grouping published by the Department of Com-
merce so that we have pr: ed entirely on the basis of Government
criteria.

Wae were able to secure complete data for industries accounting for
14 million workers out of the Nation’s total employment in manufac-
turing of 16 million.

Therefore, we had industries——

Senator Curtis. Whereabouts in your brief are these
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Mvr. Stewarr. Exhibits 5 and 8. Our studies encompassed indus-
tries accounting for more than 85 percent of the Nation’s manufac-
turing employment, . Lo ool

Now, those industries that suffered a loss of employment ‘while
experiencing an adverse shift in foreign trade in the period 1954-60
lost 305,000 workers. During that period the balance of trade in thé
products of those industries shifted against the United States by the
amount of $2.9 billion. o )

Now, in the census of manufactures we had in addition to the
employment data something celled value added by manufacturing
which is a way of measuring output of workers, R,

Taking the number of employees and dividing that into the value
added by manufacturing we get an output per worker. =~ "

If we take the output per worker in thess industries which lost
305,000 workers, and divide it into the adverse shift in the balance of
trade we find that that adverse shift in terms of output per worker
represented the output of 334,000 workers. - y

n other words, the direct measurement of what employment was
lost as a result of these adverse trends in foreign trade came out almost
identical with the actual figures recorded by the Government of loss
of employees in those industries. :

Now, let us take a look at the Frowth industries; the industries that
experienced an increass in emProyment, had 348,000 employees gain
in the same period, 1954-60. They experienced a favorable shift in
the balance of trade of their products as imports increased less rapidly
than exports, and by taking the value added or the output per worker
and dividing it into this favorable increase in foreign trade, we find
that the output of 90,000 workers was accounted for by this greater
participation in foreign trade.

Therefore, of the 348,000 increass in employees only 90,000 was
attributable to foreign trade. So that the country’s balance on em-
ployment effects in the period 1954-60 directly measured, without
estimates, is a net loss of employment of at least 210,000 workers.

Now, if we take all of the employees, all of the industries, accounting
for 85 percent of our manufacturing employment, the net gain in
employment in those industries for which we had complete data was
only 58,000 in the period 1954-60, an insignificant growth in employ-
ment.

The striking fact is that ws have been sharply affected by increased
imports and declining exports of the import sensitive industries, and
the gains of our export oriented industries have not made up even
one-third of that loss,

Now, this gives real meaning to the absence from this bill of the peril
point and escape clause procedures of present law. The Bush amend-
ments would restore these remedies. .

I say, that the President’s advisers are being unfair to him to try to
place into his hands the great powers of this bill, but to withhold from
the President the specific detailed information as to the economic
effect of changes of duties that every President before him has had
in the form of peril-point ﬁndin%s. »

Why penalize the President? Why make him operate with ecc-
nomic blinders? Wae ask this committee to restore to the President
the blyeprint for action represented by the peril-point findings.
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- Let me turn now to the most-favored-nation clause and its impact
upon this bill. We are in favor of the most-favored-nation clause,
but we are in favor of .very trading partner of the United States who
benefits bw that principle living up to it themselves,

The fact of the matter is that the countries of Europe have with-
held most-favored-nation treatment from the countries of Asia. They,
in addition, have imposed %uotas and other barriers, so the net effect
is every time the United States reduces its duties in trading with
Europe, the benefit accrues to Japan and Asia and we are the only
market for the surplus production of thoss low-wage countries.

We do not call for, ahd the Bush amendments do not advocate a
repeal of the most-favored-nation principle. They would rather in-
oorxi'poiralte into our President’s negotiating authority two ironclad
principles:

Firs‘:, if Europe asks us for any further reductions in duty, then
Europe must be prepared to receive the exports of the Asiatic coun-
tries on terms as favorable as Europe asks us to receive their exports
and the exports of Asig.

Secondly, if Europe asks us for further reductions in duty, Europe
should be prepared to receive our exports on terms as favorable as
they ask us to extend to them.

These two principles will reform the evils which have grown up
through the blind adherence on our part alone to the most-favored-
nation principle,

We have in the Bush amendments one additional and important
negotiating principle, and that is a requirement that the United
States in the future negotiate with the principal supplier of the articles
in question so that by trading with the country which will benefit the
most from our reduction we can exact the highest price for the benefit
of our exports.

Now, & word about growth industries,

The hope for our increasing the labor force and for incressing the
tempo of the economy of this country is those dynamic industries
which are supplying increased capital investments and increased
employment.

There is nothing in our trade laws which would inform the Presi-
dent of the probable effect of eliminations in duty on the economic
rate of growth of our growth industries.

We say, and the Bush amendments, we are pleased to note, provide
for a procedure very much like the peril point and escape clause in
which the President would be advised by the Tariff Commission if
increased imports under eliminations or deep reductions in duty would
threaten to cause serious injury to the rate of growth of industries with
an established rate of growth, and in this way the President is in a

ition, if he wishes to do so, to protect the best interests of the
nited States by adjusting imports so that they do not seriously
impair the rate of growth of these important growth industries.

Now, Mr. Chairman, I have at this point used up the time allotted
me. I would be pleased to proceed further or to respond to questions.
T am grateful for the attention of the committee.

The Crarryan. Thank you very much, Mr. Stewart.

We have not held a hearing on the Bush amendments. Tt it your
understanding that the Bush amendments restore the legislation back
to whereit isnow!
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Mr. Stewart. The Bush amendments would restore the safeguarda
the peril point and the ecape clause to where they are today, an
refine the criteria in those two remedies so that they are more clear
and specific. '

They would, in addition, restore more meaningfully the wea%ma
that the President has to counteract discriminations against U.S.
exports. They would also, Mr. Chairman, bring some balance into
the negotiating procedures set out in the bill for the Common Market.

For example, the bill would give the President the #uthority to
eliminate duties entirely on categories where the United States and
the Common Market accounted for 80 percent of world exports.

But there is nothing in the criteria of the bill te insure that the
United States itself is participating in any substantial degree ir that
80 percent. ‘ '

ince the purpose of the 80 percent test is to identify products where
we are strong competitively, there should be an amendment, as Senator
Bush proposes, that the U’I’litcd States account for at least 25 percent
of the 80 percent world trade figures.

The Crammman. Thank iou very much; any questions?

Senator CarusoN. Mr. Chairman, just one question. :

Is it not true, that notwithstanding the great growth of the Europe-~
an Economic Community, that the United States will be the largest
and m;)st attractive market for countries that produce goods for
export

fr. STewarr. There is no question about it. Our market is at least
twice as Jarge in terms of dollar value, and Senator Carlson, it is an
important fact that our domestic market for manufactured goods is
measured by $300 billion a year.

Qur export market for manufactured goods is presently about $15
billion & year. It only requires a 5 percent increase in our domestic
market to provide the increased economic activity that we would
receive if we double our exports.

No one seriously has proposed that we can double our exports.
Therefore, it would be foolhardy for the Congress, I believe, to enact
a bill which focuses exclusive attention on our export market without
regard to the consequences on our domesti narket.

enator CarisoN. Is it not true, also, that in dealing with the coun-
tries of the European economic community that our problem in the
past has been import levies on any particular commodity they did
not want to get into those countries, and secondly, quotas and we
have had some real problems and is there any reason to believe we
will not be faced with that in the future, particularly with agricul-
tural problems?

Mr, StewarT. You are completely correct.

As a matter of fact, the adoption by the Common Market of a
common agricultural policy providing for adjustable import levies
on agricultural products has b2en described by Committee 2 of GATT,
as a device which is fully as restrictive as absolute quotas.

Now, the Common Market has adopted this as a total system for
agriculture. We cannot hope through reducing duties on 1ndustrial
products to change the entire orientation of that policy.

Senator Bush in one of his amendments would first make section 252
of the bill more meaningful by eliminating the qualifications that give
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the President discretion not to act to cure this kind of discrimination.

Secondly, in an amendment of principles set forth in section 226
of the bill as it would be amended by his amendments, Senator Bush
provides for the United States to negotiate for an adjustment of that
total system of the common agricultural policy by the Common Mar-
ket in the context of trade agreement negotiations instead of attempt-
ing to whittle away concession for concession by asking for reductions
in individual duties.

Senator Bush’s amendments are a more realistic approach to that
farm problem than anything presently contained in the bill.

Senator Carrgon. That is all, Mr. Chairman.

The CHAIRMAN. Senator Butler§

Senator Butrer. Mr. Stewart, under section 224 of the bill, as I
read it, it is possible for the President to make a concession with re-
spect to any article without a full hearing and report from the Tariff

mmission ?

Mr. Stewart. That is correct, Senator Butler.

Senator BurLer. Do you believe that isa good thing?

Mr. Stewart. No, and I was pleased to note that Senator Bush’s
amendments included a specific amendment which would correct that
situation.

T do believe that it may have been an oversight possibly in drafts-
manship, but it should be corrected as you indicated.

Senator Boutrer. Well, I queried the Secretary of Commerce in con-
nection with that, and I received a letter from him dated August 1,
1962, in which he said—I asked him whether he would be willing to
strike out the word “or” in line 14 and substitute the word “and” so
that it would be impossible for the President to make a concession
without the Tariff Commission first having heard the parties involved
who would be affected by the concession, and the Secretary writes me
that the administration would not be willing to accept that amend-
men, and that the bill as drafted is what they want.

Mr. Stewarr. Well, the onlﬁ conclusion I can reach is considera-
tion of that response is that the administration must indeed intend
that the President be free to respond to a request for a_concession
from the Common Market or other countries without waiting for the
peril point findings.

Senator BurLer. It seems to me that is correct, and I think it is
fortified by the latter part of section 224 where it says that, starting
on line 16:

And only after the President had received a summary of the hearings at which
an opportunity to be heard with respect to such article has been afforded under
section 223.

If you will refer to section 223 you- will see that the person who
makes those findings is the executive branch of the Government, and
the Tariff Commission which represents the Congress or the legis-
lative branch, is pushed out of the picture. ’

Isn’t that true?

Mr. Stewarr. That. is true.

Senator BurrERr. So it looks like there is a deliberate attempt on
the part of the administration to make a concession which may com-
pletely ruin an American industry without giving the Tariﬁy Com-
mission any opportunity to even act on it.
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Mr. Stewart. Senator Butler, in reading the testimony of admin-
istration witnesses, I have concluded that it may not be so much a de-
liberate intent as a lack of understanding on their part of the technical
significance of the words in this bill. .

would like to hand up to the committee a print of H.R. 11970 in
which the Bush amendments have been inserted, and numbered, so
that you can see exactly how they would operate, and I call your at-
tention, Senator Butler, to amendment No. 7 on page 3 of this print
of the bill with the Bush amendments inserted, to show you how Sena-
tor Bush and Senator Bennett and other Senators would deal with
that matter. o ‘

It is to the same effect as you have indicated but I think it may be a
little tighter.

The Caamuman. Do you desire this inserted in the record ¢

Mr. Stewart. I would agé)recia,te it, Mr, Chairman, and in order
that the information may be complete I also would respectfully re-
quest that Senator Bush’s memorandum explaining these amendments
by number be printed in the record following the bill. :

The CramrmaN. Without ob{ection. :

(The material referred to follows:)

H. R. 11970 A8 AMENDED BY THE BUSH ET AL. AMENDMENTS

[87th Copg., 2d sess.)

H.R. 11970. An Act to promote the general welfare, foreign policy, and security of
the United States throush Ainternational trade agreements and tbrough adjustment
assistance to domestic industry, agriculture, and labor, and for other purposes

(Omit the part in black brackets a_nd insert the part printed in {talic)

Be {t enacted dby the Senate and House of Representatives of the United States
of America in Congress assembled,

TITLE I—SHORT TITLE AND PURPOSES

8ro. 101. SHORT TITLE.
This Act may be cited as the “Trade Expansion Act of 1962",

Sko. 102. STATEMENT OF PURPCSES.
be'.l‘hﬁe t“sp_urpoues of this Act are, through trade agreements affording mutual
ne;

(1) to stimulate the economic growth of the United States and maintain and
enlarge foreign markets for the products of United States agriculture, industry,
mining, and commerce;

(2) to strengthen economic relations with foreign countries through the de-
velopment of open and nondiscriminatory trading in the free world;

(3) to assist In the progress of countries in the earlier stages of economic
development; and

(4) to prevent Communist economic penetration.

TITLE II—TRADE AGREEMENTS
Ohapter 1—General authority

8E£0. 201. BASIC AUTHORITY FOR TRADE AGREEMENTS.

{a) Whenever the President determines that any existing dutles or other im-
port restrictions of any foreign country or the United States are unduly burden-
ing and restricting the foreign trade of the United States and that [any of the]
the first purpose together with any of the other purposes stated in section 102
will be promoted thereby, the President may— |

(1) after June 30, 1962, and before July 1, 1087, enter into trade agreements
with foreign countries or instrumentalities thereof ; and
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{2) proclaim such modification or continuance of any existing duty or other
import restriction, such continuance of existing duty-free or excise treatment,
¢r such additional import restrictions, as he determines to be required or appro-
priate to carry out any such trade agreement. .

(b) Except as otherwise provided in this title, no proclamation pursuant to
subsection (a) shall be made—

(1) decreasing any rate of duty to a rate below 50 percent of the rate exist-
ing on July 1, 1962; or 4

(2) Increasing any rate of duty to (or imposing) a rate more than 50 percent
above the rate existing on July 1, 1934.

[8£0. 202. Low-RATE ARTICLES,

[Section 201(b) (1) shall not apply in the case of any article for which the
rate of duty existing on July 1, 1962, is not more than 5 percent ad valorem
(or ad valorem equivalent). In the case of an article subject to more than
one rate of duty, the preceding sentence shall be applied by taking into account
the aggregate of such rates.]

Chapter 2—S8pecial provisions concerning European Economic Community

Sec. 211, IN GENERAL.

(a) In the case of any trade agreement with the European Economic Com-
munity, sectlon 201(b) (1) shall not apply to articles in any category if, before
entering into such trade agreement, the President determines with respect
to such category that the United States and all countries of the European
Economic Community together accounted for 80 percent or more of the aggregated
world export value of all the articles in such category and that the United
States accounted for 25 percent or more of such value, )

(b) For purposes of subsection (a)—

(1) As soon as practicable after the date of the enactment of this Act, the
President shall—

- (A) after taking into account the availability of trade statistics, select a
system of comprehensive classification of articles by category, and

(B) make public his selection of such system.

(2) As soon as practicable after the President has selected a system pursuant
to paragraph (1), the Tariff Commission shall—

gA) determine the articles falling within each category of such system,
an

(B) make public its determinations and modifications thereof.

The determination of the Tariff Commission as to the articles included in any
category may be modified only by the Tariff Commission. [Such modification
by the Tariff Commission may be made only for the purpose of correction, and
may be made only before the date on which the first list of articles specifying
this section is furnished by the President to the Tariff Commission pursuant to
section 221.] Such modification by the Tariff Commission shall be made (4)
for the purpose of correction (in which event it must be made before tRe date
on which the first list of articles specifying this section {s furnished dy the
President to the Tariff Commission pursuant to section 281), or (i) for the
purpoge of ezcluding articles on which the Commisaion finds in ils investigation
under section 221(b) that a reduction in dutics below the limit specified in
scetion 201(b) (1) 1would cause or threaten serious injury to the domestic in-
dustry, scclor of agriculture, or workers producing like or directly competitive
articles.

(¢) For the purpose of making a determination under subsection (a) with
respect to any category—

(1) The determination of the countries of the European Economic Community
shall be made as of the date of the request under subsection (d).

(2) The President shall determine ‘‘aggregated world export value" with
respect to any category of articles—

(A) on the basis of a period which he determines to be representative for
such category, which period shall be included in the most recent 5-year period
before the date of the request under subsection (d) for which statisties are
avallable and shall contain at least 2 one-year periods.

(B) on the basis of the dollar value of exports as shown by trade statistics
L[in use) made pudlic by the Department of Commeree, and
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(C) by excluding exports— )

(f) from any country of the European Economic Community to another such
country, [and]v

(i1) to or from any country or area which, at any time during the representa~
tive period, was denled trade agreement benefits under section 231 or under
section b of the Trade Agreements Extensfon Act of 1951[.], and .

(#1§) for which payment is not made nor undertaken fo be made in the
ourrency of the eaporting nation on g commercial basis. o

(d) Before the President makes a determination under subsection (a) with
respect to any category, the Tariff Commission shall (upon request of the
President) make findings as to— Lo :

(1) the representative perlod for such category, , - B

(2) the aggregated world export value of the articles falling within such
category, and

(3) the percentage of the aggregated world export value of such articles
accounted for by the United States and the countries of the European Economi¢
Community, .
and shall advise the President of such findings, and make them pudiio, :

(e) The exception to section 201(b) (1) provided by subsection (a) shall not
apply to any articie referred to in Agricultural Handbook No. 143, United States
Department of Agriculture, as issued in September 1950, or to any article as to
which the T'ariff Commission finds in its investigotion under section 221(b) that
a reduction in dutics below the limit specified in section 201(d) (1) woxld ceuse
or threaten serious infury to the domestic industry, sector of agrioultutre, or
workers producing like or directly competitive art . a

Seo. 212, AGRICULTURAL COM MODITIXS,

In the case of any trade agreement with the European Economic Community,
section 201(b) (1) shall not apply to any article referred to in Agricultural Hand-
book No. 143, United States Department of Agriculture, as {ssued in September
1969, if before entering fnto such agreement the President determines that such
agreement will tend to assure the maintenance or expansion of United States
exports of the like article,

Sxc. 218. TROPICAL AGRICULTURAL AND FORESTRY COMMODITT®S.

(a) Section 2101(b) (1) shall not apply to any article if, before entering into
the trade agreement covering such article, the President determines that—

(1) such article is a tropical agricultural or forestry commodity ;

(2) the llke article s not produced in significant quantities in the United
States ; [and} '

(8) such article 43 not directly competitive 1oith an artiole produced in sig-
nificant quantitics in the United States; and

[31(4) the European Economic Community has made a commitment with re-
spect to duties or other import restrictions which ia likely to assure access for
such article to the markets of the Ruropean Economic Community which-—

(A) 1s comparable to the access which such article will have to the markets of
the United States, and

(B) will be afforded substantially without differential treatment as among
free world countries of origin.

(b) For purposes of subsection (&), a “tropical agricultural or forestry com-
modity” is an agricultural or forestry commodity with respect to which the
President determines that more than one-half of the world production s in the
area of the world between 20 degrees north latitude and 20 degrees south latitude.

(c) Before the President makes a determination under subsection (a) with
respect to any article, the Tariff Commission shall (upon request of the Presi-
dent) make findings as to— N

(1)whether or not such article is an agricultural or forestry commodity more
than one-half of the world production of which is in the area of the world
between 20 degrees north latitude and 20 degrees south latitude, [and]

(2) Whether or not the like artlcle is produced in significant quantities in
the United States, and

(3) Whether or not such article {s directly competitive witk an article
duced in significant quantidy in the United States, and shall advise the President
of such findings. . . R S

-
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Chapter 3—Requirements concerning negotiations

Spo. 221, TARIFF COMMISSION ADVICE.

(a) In connectiorn with any propesed trade agreement under this title, the
President shall from time to time publish and furnish the Tariff Commission with
lists of arti¢les which may be considered for modification or continuance of United
States duties or other import restrictions, or continuance of United States duty-
free or excise treatment. 1n thease of any article with respect to which con-
stderation may be given to reducing the rate of duty below the 50 percent limi-
tation contained in section 201(b) (1), the list shall specify the section or sec-
tions of this title pursuant to which such consideration may be given.

E(b) Within 8 months after receipt of such a list, the Tariff Commission shall
advise the President with respect to each article of its judgment as te the prob-
able economlic effect of modifications of duties or other import restrictions on
fudustries producing like or directly competitive articles. In the course of pre-
paring such advice, the Tariff Commission shall, after reasonable notice, hold
publi¢ hearings.}

(d) (1) Upon receipt of such list, the Commission shall make and investiga-
tion and report to the President its findings with respect to eaoh such article as

to—

(A) the limit to which such modification or continuance may be exrtended with-
out oousing or threatening sertious injury to the domestic industry, sector of
agriculture, or workers producing like or directly competitive articles; and

(B) {f increases in dutiecs or additional import restrictions are required to
avoid serious infury to the domestio indusiry, gector or agrioulture, or workers
producing like or directly competitive artioles, the minimum increases in dutiecs
or additional impor? restrictions required.

Such report shall be made by the Commission to the President not later than 6
montheg after the receipt of such a list dby the Commdission,

(2) If in the course of any such investigation the Commission shall determine
that ¢ modification of duties or other import resivictions, or the conlinuance of
céxisting customs or excise treatment, applicable to any imported article wonld
likely result in (A) a significant decline in the share of the domestio market
supplied dy domestic products in relation to a representative base period (taking
into account a decline in order bookings of the demestio industrics producing
articles requiring a long leadtime in production), and (B) either—

(1) a significant deoline in the net earnings of the domestic industry producing
such products, or

(44) o decline in employment, a loss of wages due to shortened work periods,
or a decline in wage rates in such domestic industry,
the Commission shall make a finding that such modification of duties and other
import restriotions, or continuance of existing customs or excise treatmoent, can-
not be made 1ithout causing or threatening scrious injury to Me domestic
industry producing like or directly competitive articles.

(8) In the ocourse of any investigation pursuani to this section the Commis-
sfon shall hold hearings and give reasonable pulilic nolice {hereof, and shall
afford reasonadble opportunity for parties intercsted to be present, to produce
evidence, and 1o de heard at such hearings.

Sec. 222, ApviCE FrROM DEPARTMENTS,

Before any trade agreement is entered into under this title, the President
shall seek information and advice with respect to such agreement frowm the
Departments of Agriculture, Commerce, Defense, Interior, Iabor, State, and
Treasury, and from such other sources as he may deem appropriate.

SE0. 223. PusLio HEARINGS.

In connection with any proposed trade agreement under this title, the Prest-
dent shall afford an opportunity for any intersted person to present his views
concerning any article on a list published pursuant to section 221, any article
which should be so listed, any concession which should be sought by the United

_ States, or any other matter relevant to such proposed trade agreement. For
thia purpose, the President shall designate an agency or an interagency com-
mittee which shall, after reasonable notice, hold public hearings, shall prescribe
regulations govemlng the conduct of such hearings, and shall furnish the
President with a summary of such bearings.

« D I T C E R
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Sro. 224, PREREQUISITE FOR Orrres.

The President may make an offer for, or grané a concession consisting of, the
modification or continuance of any duty or other import restriction, or con-
tinuance of duty-free or excise treatment, with respect to any article only after
he has received advice concerning such artlele from Tariff Connnisslion under
section 221(b), or after the expiration of the relevant 6-month period provided
for In that sectlon, whichever first occurs, and only after the President has re-
celved & summary of the hearings at which an opportunity to be heard with
respect to such article has been afforded under section 223. O

SE0. 225. RESERVATION OF ARTICLES FROM NEGOTIATIONS,

ga) While there is in effect with respect to any article any action taken
under— .

(1) section 232 [or 351,} ‘

(2) section 2(b) 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.8.C,, sec. 1852a), or

(3) section 7 of the Trade Agreements Extension Act of 1851 (19 U.8.C.,
sec, 1364), the Prestident shall reserve such article from negotiations under this
tlftle fo:-l the reduction of any duty or other import restriction or the elimination
of any duty.

(b) [During the 4-year period which begins on the date of the enactment of
this Act, the President shall reserve] TAe President shall also reserve an article
(other than an article which, on the date of the enactment of this Act, was
described in subsection (a)(8) from negotiation under this title for the reduc
tion of any duty or other import restriction or the elimination of any duty
where—-

(1) pursuant to section 7 of the Trade Agreements Extension Act of 1651 (or
pursuant to a comparable Executive Order), the Tariff Commlission found by a
majority of the Commlissioners voting that such article was being imported in
such increased quantities as to cause or threaten serious Injury to an industry,

(2) such article is Included in a list furnished to the Tariff Coinmission pur
suant to section 221 (and has not been included in a prior list so furnished),
and
(3) upon request on behalf of the industry, made not later than 60 days after
the date of the publication of such list, the Tariff Commission finds and advises
the President that economic conditions {n such industry have not substantially
improved since the date of the report of the finding referred to in paragraph (1).

(c) In addition to the articles described by sabsection (a) and (b), the
President shall also so reserve any other article which he determines to be
appropriate, taking into consideration the findings of the Tariff Commission
under section 221(b), any advice furnished to him under section 222, and the
summary furnished to him under section 223,

Spo. 226. ESSENTIAL CONDITIONS FOR GRANTING CONCESSIONS.

(@) The Precsidcnt shall snot procluim uny modification of existing dulies or
other important restrictione, or a continuance of ezisting customs or excise ireat-
ment of any article covcred by a trade agreement entercd into under this Act,
unless he finds as a fact that the countries of the European Economic Community
which are partics to such agreement and would by the terms of such agreement
receire the benefits of such modifications or continuance have, ezccpt as other-
1cise permitted by the terms of such agreement, committed themsclres to admit
like articles exported from the United Statcs on terms and conditions no lecss
favoradle than thoge whick would be applicadle to their exporis of such articles
when fmporled into the United States if the President were to proclaim the
modification or continuance provided for {n such foreign trade agreement.

(b) In the course of negotiating a trade agrecment, the President shall not
make an offer, or grant in whole or in part a requcst, for the modification or
continuance of duty-free or exoise treatment 1cith respect to any article, unless
the country or instrumentality to which suck offer {&¢ made, or which requests
the modification or continuance, {8 the principal supplier of such articles in world
export trade (not including the exports of the United States) as showen dy the
raluc of the exports of such article by suck oountry or instrumentality in rela-
tion to the total world ezport value of such article (ezxcluding the value of United
Ktates exports) during the most recont tico-year period preceding the negotiations
for which data {s availabdle. -
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(¢) The President shall not proclaim any modification of eaisting duties or
olhker import restirictions, or a contéinuance of existing custome or ezcise treat-
ment of any article covered by a trade agreement, unless he finds as a fact thai
the foreign counirics which are parties to such agreement and scould dy the
terms of such agreement receive the benefit of such modification or continuance
Aave committed themselves to admit like articles exported from countries other
than the United States and other than those countries referred to in gection 231
free from quantitative and other noniariff resiriclions and sudject to duties and
other charges no greater than those which scould be applicadle to such articles
when imported into the United States if the President were to proclaim the
modifioation or continuance provided for (n such trade agreement,

Sec. [227,] TRANSMISSION OF AGREEMENTS T0 CONGRESS.

The President shall tranemit promptly to each House of Congress a copy of
each trade agreement entered into under [tdbls title, together with a statement,
in the light of the advice of the Tariff Commission under sectfon 221(b) and
of other relevant considerations, of his reasons for entering into the agreement.]
this title, together with a statement accurately {dentifying any article with
respeot to wRich the limits or minimum requirements found and reported by the
Tarify Constnisslon undcr coctione $27(hY and 408(6) are not complied with, and
stating his reasons for the action taken with respect to each such ariicle.

Ohapter 4—National security

Sro. 231. Propucts oFf COMMUNIST COUNTRIES OR AREAS.

The President shall, as soon as practicable, suspend, withdraw, or prevent
the application of the reduction, elimination, or continuance of any existing
duty or other import restriction, or the continuance of any existing duty-free
or excise treatment, proclaimed in carrying out any trade agreement under this
title or under section 850 of the Tariff Act of 1930, to products, whether imported
directly or indirectly, of any country or area dominated or controlled by

Communism,

Sec. 232. SAFEQUARDING NATIONAL SECURITY.

(a) No action shall be taken pursuant to section 201 (a) or pursuant to
section 330 of the Tariff Act of 1030 to decrease or eliminate the duty or other
Import restriction on any article if the President determines that such reduction
or elimination would threaten to impair the national security.

(b) Upon request of the head of any department-or agency, upon application
of an interested party, or upon his own motion, the Director of the Office of
Emergency Planning (hereinafter in this section referred to as the “Director")
shall immediately make an appropriate investigation, in the course of which
he shall seek information and advice from other appropriate departments and
agencies, to determine the cffects on the national security of imports of the
article which is the subject of such request, application, or motion. If, as a
result of such investigation, the Director i{s of the opinion that the said article
{8 being imported into the United States in such quantities or under such cir-
cumstances as to threaten to impair the national security, he shall promptly so
advige the President, and, unless the President determines that the article is
not being impotred into the United States in such quantities or under such cir-
cumstances as to threaten to impair the netional security as set forth in this
section, he shall take such action, and for such time, as he deems necessary to
adjust the imports of such article and its derivatives so that such lmports will
not so threaten to impair the national security.

(¢) For the purposes of this section, the Director and the President shall,
in the light of the reqnirements of national security and without excluding other
relevant factors, give conslderation to domestic production needed for projected
national defense requirements, the capacity of domestic industries to meet such
requirements, existing and anticipated availabilities of the human resources,
products, raw materials, and other supplies and services essentiai to the national
defense, the requirements of growth of such industries and such supplies and
pervices including the investmnent, exploration, and development necessary io
assure such growth, and the importation of goods in terms of their quantities,
availabilities, character, and use as those affect such industries and the capacity
of the United States to meet national security requirements. In the adminis-
tration of this section, the Director and the President shall further recognize
the close relation of the economic welfare of the Nation to our national security,
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and shall take into consideration the impact of foreign competition on the eco-
nomic welfare of individual domestic industries; and any substantial unem-
ployment, decrease in revenues of government, loss of skills or Investment, or
other serious effects resulting from the displacement of any domestic products
by excessive imports shall be considered, without excluding other factors, in de-
termining whether such weakening of our Internal economy may impair the
national security.

(d) A report shall be made and published upon the disposition of eack request,
application, or motion under subsection (b). The Director shall publish pro-
c«igural regulations to give effect to the authority conferred on him by subsection
(b).

Chapter 5—Administrative provisions

SEO. 241. SPECIAL REPRESENTATIVE FOR TRADE NEGOTIATIONS

(a) The President shall appoint, by and with the advice and consent of the
Senate, 8 Special Representative for Trade Negotfations, who shall be the chief
representative of the United States for each negotiation under this title and for
such other negotiations as in the President’s judgment require that the Special
Representative be the chief representative of the United States. The Special
Representative for Trade Negotiations shall hold office at the pleasure of the
Iresident, shall be entitled to recelve the same compensation and allowances as a
chief of mission, shall have the rank of ambassador extraordinary and plenipo-
tentiary, and shall be an ex-officio member of the organization established pur-
suant to section 242(a).

(b) The Special Representative for Trade Negotiations shall, in the perform-
ance of his functions under subsection (a), seek information and advice with
respect to each negotiation from representatives of industry, agriculture, and
labor, and from such agencles of the United States as he deems appropriate.

SEC. 242, INTERAGENCY TRADE ORGANIZATION.

(8) The President shall establish an interagency organization to assist hin in
carrying out the functions vested in him by this title Land chapter 4 of title F11J.
Such organization shall have as its chairman [a Cabinet officer selected by the
President] the Sccretary of Commerce, and shall be composed of the heads of
such departments and of such other officers as the President shall designate.
It shall meet periodically at such times and with respect to such matters as the
President or the chairman of the organization shall direct. The organization
may invite the participation in its activities of any agency not represented in
the organization when matters of interest to such agency are under consideration.

(b) In assisting the President, the organization shall—

(1) make recommendations to the President on basic policy issues arising in
the administration of the trade agreements program.

(2) make recommendations to the President as to what action, If any, he
should take on reports with respect to tariff adjustment submitted to him by the
Tariff Commission under section 301 (e).

(3) advise the President of the results of hearings concerning Lunjustifiable]
foreign import restrictions held pursuant to section 242(c), and recommend ap-
propriate action with respect thereto, and

(4) perform such other functions with respect to the trade agreements pro-
gram as the President may from time to time designate,

(c¢) The organization shall, to the maximumn oxt(*?t practicable, draw upon
the resources of the agencies represented in the orginization, as well as such
other agencles as ft may determine, including the Tar{lf Commission. In addi-
tion, the President may establish by regulation such pfocedures and comnittees
a3 he may determine to be necessary to enable the organization to provide for
the conduct of hearings pursuant to section 252(c), and for the carrying out of
other functions assigned to the organization pursuant to this section.

SEC. 243. CONGRESSIONAL DELEGATES TO NEGOTIATIONS.

Before each negotiation under this title, the President shall, upon the recom-
mendation of the Speaker of the House of Representatives, select two members
(not of the same political party) of the Committee on Ways and Means, and
shall, upen the recommendatfon of the Speaker of the House of Representatives,
select two members (not of the same political party) of the Committee on
Finance, who shall be accredite as members of the United States delegation
to such negotiation.

87270—62—pt. 3——17
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SEC. 244. PARTICIPATION BY INDUSTRY, AGRICULTURE, AND LABOR IN NEGOTIATIONS.

It is hereby declared to be the sense of the Congress that the President,
during the course of negotiating any trade agrecment, should seck information
and adivce with respect to cach distinct and homogenous grouping of articles
which is the subject of negotiations from the representatives of the domestic
industry, agricultural sector, and labor producing the like or directly competi-
tive articles.

Chapter 6—Qcncral provisions

SEC. 251. MosT FAVORED NATION PRINCIPLE.

Except as otherwise provided in this title, any duty or other import restriction
or duty-free treatment proclaimed in carrying out any trade agreement under
this title or section 350 of the Tariff Act of 193(C shall apply to products of all
foreign countries, whether imported directly or indirectly.

SEC. 252. FOREIGN IMPORT RESTRICTIONS.

(a) Whether [unjustifiable] foreign import restrictions impair the value of
tariff commitments made to the United States, oppress the commerce of the
United States, or prevent the expansion of trade on a mutually advantageous
basis, the President shall—-

(1) take all appropriate and feasible steps within his power to eliminate
such restrictions, and

(2) refrain from negotiating the reduction or elimination of any United States
fmnport restriction under section 201(a) in order to obtain the reduction or
elimination of any such restrictions.

(b} Whenever a foreign country or instrumentality the products of which
receive benefits of trade agreement concessions made by the United States—

(1) maintains nontariff trade restrictions, including Lunlimited] variable
inuport fees, which substantially burden United States cominerce in a manner
inconsistent with provisiong of trade agreements, or

(2) engages in discrinunatory or other acts (including tolerance of inter-
national cartels) or policies [unjustifiably]) restricting United States commerce,

the President shall, [to the extent that such action is consistent with the pur-
poses of section 102—]

(A) suspend, withdraw, or prevent the application of benefits of trade agree-
ments concessions to products of such country or instrumentality, or

(B) refrain from proclaiming benefits of trade agreement concessions to
carry out a trade agreement with such country or instrumentality.

(¢) The President shall provide an opportunity for the presentation of views
concerning Lunjustifiable} foreign import restrictions maintained against United
States commerce. Upon request by any interested person, the President shall,
through the organization established pursuant to section 242(a), provide for
appropriate public hearings with respect to such restrictions after reasonable
notice and provide for the issuance of regulations concerning the conduct of
such hearings.

Sec. 253. STAGING REQUIREMENTS.

(a) Except as otherwise provided in this section and in section 234, the aggre-
gate reduction in the rate of duty on any artcle which is in effect on any day
pursuant to a trade agreement under this title shall not exceed the aggregate
reduction which would have been in effect on such day if—

(1) ome-fifth of the total reduction under such agreement for such article
had taken effect on the date of the first proclamation pursuant to section 201(a)
to carry out such trade agreement, and

(2) the remaining foar-fifths of such total reduction had taken effect in four
equal installments at 1-year intervals after the date referred to in paragraph
(1). ’
(b) Subsection (a) shall not apply to any article with respect to which the
President has made a determination under section 213(a).

(¢) In the case of an article the rate of duty on which has been ov is to be
reduced pursuant to a prior trade agreement, no reduction shall take effect
pursuant to a trade agreement entered Into under section 201(a) before the
expiration of 1 year after the taking effect of the final reduction pursuant to
such prior agreement.
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(@) If any part of a reduction takes effect, then any time thereafter during
which such part of the reduction is not in effett by reason of legislation of the
United States or action thereunder shall be excluded in determining—

(1) the 1-year intervals referred to in subsection (a) (2), and

(2) the expiration of the 1 year referred to in subsection (c¢).

SEc, 254. ROUNDING AUTHORITY

If the President determines that such action will simplify the computation of
the amount of duty imposed with respect to an article, he may exceed the limi-
tation provided by section 201(b) (1) or 253 by not more than whichever of the
following is lesser:

(1) the difference between the limitation and the next lower whole number, or

(2) one-half of 1 percent ad valorem or an amount the ad valorem equlvalent
of which is one-half of 1 percent.

Sec. 255. TERMINATION,

(a) Every trade agreement entered into under this title shall be subject to
termination or withdrawal, upon due notice, at the end of & perfod specified in
the agreement. Such period shall be not more than 3 years from the date on
whica the agreement becomes effective. If the agreement is not terminated or
withdrawn from at the end of the period 8o ‘specified, it shall be subject to
termination or withdrawal thereafter upon not more than 6 months’ notice,

(b) The President may at any time terminate, in whole or in part, any proc-
lamation made under this title.

(c) The President shall, at the end of the period specified in any trade agree-
ment, terminate, by approprtate modifications of the proclamation which made
effective, any concessions granted by the United States to the Furopean Economic
Community undcr the authority of section 211, if he determines, under the
criteria of that scction, with reference to the most recent lwo-year period for
which data is available, either (1) that the United States ewports did not ac-
count for at least 25 percent.of the aggregated world export value of the artioles
in the category covered by the concession or (2) that the United States and the
European Economic Community together did not account for 80 percent or more
of such value during such period.

(d) Whenever any foreign country, party to a trade agreement entered into
under this Act, suspends, withdraws, or otherwise abrogates a commiiment re-
ferred to in subsgection (a) or (¢) of section 226, in violation of the provisions
of trade agreements, the President shall forthwith notify such country of the
intention of the United States to terminate the concession or concessions granted
by the United States in reliance on such commitment. If the foreign couniry
after such notification fails promptly to restore the commttment into full force
and effect, the President shall forthwith terminate #..ch concession or con f
by appropriate modifications of the proclamation which made it or them eﬂeotive.

SEC. 256. DEFINITIONS.

For the purposes of this title—

(1) The term “European Economic Community” means the instrumentality
known by such name or any successor thereto.

(2) The countries of the European Economic Community as of any date shall
be those countries which on such date are agreed to achieve a common external
tariff through the European Economic Community.

(3} The term “agreement with the European Economic Community” means
an agreement to which the United States and all countries of the European
Economic Community (determined as of the date such agreement is entered
into) are parties. For purposes of the preceding sentence, each country for
which the European Economic Community elgns an agreement shall be treated
as a party to such agreement.

(4) The term “existing on July 1, 1962", as applied to a rate of duty, refers
to the lowest nonpreferential rate of du;y (however established, and even though
temporarily suspended by Act of Congress or otherwise) existlng on such date
or (if lower) the lowest nonpréferential rate to which the United States 1s
committed on such date and which may be proclaimed under section 850 of the
Tariff Act of 1930.

{5) The term “existing on July 1, 1834”, as applied to a rale of duty, refers
to the rate of duty (however established and even though temporarlly suspended
by Act of Congress or otherwise) existing on such date.
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(6) The term “existing” without the specification of any date, when used
with respect to any matter relating to entering into, or any proclamation to carry
out, a trade agreement, means existing on the day on which such trade agreement
is entered into. .

{(7) The term ‘“ad valorem equivalent” means the ad valorem equivalent of
a speciflc rate or, in the case of a combination of rates including a specific rate,
the sum of the ad valorem equivalent of the specific rate and of the ad valorem
rate. The ad valorem equivalent shall be determined by the President on the
basis of the value of imports of the article concerned during a period determined
by him to be representative. In determining the value of imports, the President
shall utilize, to the maximum extent practicable, the standards of valuation con-
tained in section 402 or 402a of the Tariff Act of 1930 (19 U.S.C., sec. 1401a or
1402) applicable to the article concerned during such represertative period.

Sec. 257. RELATION TO OTHER LAWS.

(a) The first sentence of subsection (b) of section 350 of the Tariff Act of
1930 is amended by striking out “this section’” each place it appears and insert-
ing in lieu thereof “this section or the Trade Expansion Act of 1962". The sec-
ond sentence of such subsection (b) is amended by striking out “this Act” and
inserting in Heu thereof “this Act or the Trade Expansion Act of 1962”. The
third sentence of such subsection (b) is amended by striking out *“1955,” in para-
graph (2) and inserting in lieu thereof “1935, and before July 1, 1962,” and by
adding at the end thereof the following new paragraph ;

“(3) In order to carry out a foreign trade agreement entered into after June
30, 1962, and before July 1, 1967, below the lowest rate permissible by applying
title II of the Trade Expansion Act of 1062 to the rate of duty (however estab-
lished, and even though temporarily suspended by Act of Congress or otherwise)
existing on July 1, 1962, with respect to such product.”

(b) Subsections (a) (p) and (e) of section 3350 of the Tariff Act of 1930 are
repealed.

(¢) ¥or purposes only of entering into trade agreements pursuant to the
notices of intention to negotiate published in the Federal Register of May 28,
1960, and the Federal Register of November 23, 1960, the period during which
the President is authorized to enter into foreign trade agreements uunder section
350 of the Tariff Act of 1930 {s hereby extended from the close of June 30, 1962,
until the close o December 81, 1962.

(d) The second and third sentences of section 2(a) of the Act entitled “An
Act to amend the Tariff Act of 1930”, approved June 12, 1934, as amended (19
U.8.0, sec. 1352(a) ), are each amended by striking out “this Act” and inserting
in leu thereof “this Act or the Trade Expansion Act of 1962,

(e) (1) Sections & [8, 7.} and 8(a) of the Trade Agreements Extension Act
of 1951 are repealed.

(2) Action taken by the President under section 5 of such Act and in effect on
the date of the enactment of this Act shall be considered as having been taken by
the President under section 231,

E(8) Any investigation by the Tariff Commission under section 7 of such Act
which is in progress on the date of the enactment of this Act shall be continued
under section 801 as if the application by the interested party were a petition
under such section for tariff adjustment under section 351. For purposes of
sectlon 301(f), such petition shall be treated as having been flled on the date of
the enactment of this Act.J

(f) Section 2 of the Act entitled “An Act to extend the authority of the Presi-
dent to enter into trade agreements under section 350 of the Tariff Act of 1930, as
amended”, approved July 1, 1954, is repealed. Any action (including any inves-
tizgation begun) under such section 2 before the date of the enactment of this
Act shall be considered as having been taken or begun under section 232. -

TITLE III—-TARIFF ADJUSTMENT AND OTHFER ADJUSTMENT
ASSISTANCE

Chapter 1—Eligibility for assistance

SEC. 301. TARIFF COMMISSION INVESTIGATIONS AND REPORTS,

(a) (1) [Petitions for tariff adfustment under section 851 or for determina-
tions of eligibility to apply for adjustment assistance under chapter 2 or 3 may
be flled with the Tariff Commission by firms, groups of workers, or industries.]
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Petitions by domecestic industries for import adjustment shall be filed with the
Tariff Commission under section 7 of the Trade Agreements Eatension Act of
1951, as amended (19 U.S8.0., sec. 1364) ; and petitions by firms or groups of
workers for determinations of eligibility to apply for adjustment assistance may
be filed with the Tariff Commission under subsection (¢) of this section. In the
case of a firm, such petition may be filed by the firm or its representative. In the
case of a group of workers, such petition may be filed by the workers or by their
certified or recognized union or other duly authorized representative, In the
case of an industry, such petition may be filed by a trade association, firm,
certified or recognized union, or other representative.

(2) Whenever a petition is filed under this subsection, the Tariff Commission
shall transmit a copy thereof to the Secretary of Commerce.

(b) (1) Upon the request of the President, upon resolution of either the Com-
mittee on Finance of the Senate or the Committee on Ways and Means of the
House of Representatives, upon its own motion, or upon the filing of a petition
under subsection (a) (1), the Tariff Commission shall promptly make an inves-
tigation to determine whether, as [a result of concessions granted under trade
agreements, an article is being imported into the United States in such increased
guantities as to cause, or threaten to cause, serious} a result, in whole or in pert,
of the duty or other customs treatment reflecting concesgions granted under trade
agreements, an article is being imported into the United States in such increased
quantities, cither actual or relative, as to cause, or threaten to cause, serious
injury to the domestic industry producing an article which is like or directly
competitive with the imported article.

(2) In making its determination under paragraph (1), [the Tariff Commission
shall take into account all economic factors which it considers relevant, including
idling of productive facilities, inability to operate at a profit, and unemployment
or underemployment.J the Tariff Commission shall be governed by section 7 of
the Trade Agreements Extension Act of 1951, as amended (19 U.8.C., seo. 13864%).

,(3) No investigation for the purpose of paragraph (1) shall be made, upon
pétition filed under subsection (a) (1), with respect to the same subject matter
as a previous investigation under paragraph (1), unless one year hus elapsed
since the Tariff Comnmission made its report to the President of the results of
such previous investigation.

(c) (1) In the case of a petition by a firm for a determination of eligibility to
apply for adjustment assistance under chapter 2, the Tariff Commission shall,
[in addition to making an industry determination under subsection (b), determine
whether, as a result of concessions granted under] determine whether, as a result,
in whole or in part, of the duty or other customs treatment reflecting concessions
granted under trade agreements, an article like or directly competitive with an
article produced by the firm is being imported into the United States in such in-
creased quantities [as to cause,], either actual or retative, as to cause or threaten
to cause, serious injury to such firm. [In making its determination under this
paragraph, the Tariff Commission shall take into account all economic factors
which it considers relevant, including idling of productive facilities of the firm,
inability of the firm to operate at a profit, and unemployment or underemploy-
ment in the firm.} .

(2) In the case of a petition by a group of workers for a determination of
eligibility to apply for adjustment assistance under chapter 3, the Tariff Commis-
sion shall [, in addition to making an industry determination under subsection
(b), determine whether, as a result of concessions granted under] determine
whether, as a result, in whole or in part, of the duty or other customs treatment
reflecting concessions granted under trade agreements, an article like or directly
competitive with an article produced by such workers’ firm, or an appropriate
subdivision thereof, is being imported into the United States [in such increased
quantities as to cause, or threaten to cause,J in such increased quantities, either
actual or relative, as to cause, or threaten to deuse, unempisyment or vnderem-
ployment of a significant number or proportion of the workers of such firm or
subdivision.

(3) The Tariff Commission may provide that, during a period beginning not
earlier than 30 days after the publication of notice of hearings with respect to
an industry and ending not later than the date of the report of the Tariff Com-
mission with respect thereto under subsection (f)(2), no petition may be filed
under subsection (a) (1) by a firm or group of workers in such industry with
respect to the same imported article and the same domestic article.

(d) In the course of any investigation under this section, the Tariff Commis-
sion shall, after reasonable notice, hold public hearings and shall afford interested
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parties opportunity to be present, to produce evidence, and to be heard at =uch
hearings,

(e) Should the Tariff Commissfon find with respect to any article, as the result
of its fnvestigation, the serious injury or threat thereuf described in subsection
(b), it shall ind the amount of the increase in, or imposition of, any duty or other
import resttiction on such article which is necessary to prevent or remedy such
injury and shall include such finding in its report to the President.

(1) Bubsection (b) of section 7 of the Trade Agreements Extension Act of 1951,
as amended (19 U.8.0., seo. 1864(b)), i3 amended by adding at the end thereof
the following new sentence: “The Commission shall find that increased imports
have caused or threaten serious injury to the domestio industry producing like or
direotly competitive products when the evidence received during its investigation
and hearings establishes th'at there has oocurred (1) a significant decline in the
share of the domestic market supplied by domestic products in comparison with
the share 8o supplied during a representative base period (taking into account a
decline in order bookings of domestic industries producing articles requiring a
long lead time in production) and (2) either (i) ‘'a significant decline in the net
earnings of the domestic industry produoing such products, or (it) a decline in
employment, a 1038 of wages due to shortened work periods, or a decline in woge
rates in such domeastic industry.”

[2)(1) The Tariff Commission shall report to the President the results of each
investigation under this section and include in each report any dissenting or
separate views. The Tariff Commission shall furnish to the President a trans-
cript of the hearings and any briefs which may have been submitted in connec-
tion with each investigation.

(2) The report of the Tariff Commission ot its determination under subsec-
tion (b) shall be made at the earliest practicable time, but not later than
120 days after the date on which the petition is filled (or the date on which the
request or resolution is recelved or the motion 5 ndopted, as the case may be),
unless the President extends such time for an additional period, which shall not
exceed 30 days. Upon making such report to the President, the Tariff Com-
mission shall promptly make public such report, and shall cause a summary
thereof to be published in the Federal Register.

. (3) The report of the Tariff Commission of its determination under subsection

{c) (1) or (c)(2) with respect to any firm or group of workers shall be made at
the earliest practicable time, but not later than 60 days after the date on which
the petition is flled.

Sec. 302. PRESIDENTIAL ACTION AFTER TARIFF CoMMISSION DETERMINATION.

[(a) After receiving a report from the Tariff Commission containing an affirm-
ative finding under section 301(b) with respect to any industry, the President
mAv—

¥ (1) provide tariff adjustment for such industry pursuant to section 351,

L[(2) provide, with respect to such industry, that its firms may request the
Secretary of Commerce for certifications of eligibility to apply for adjustment
assistance under chapter 2,

L(3) provide, with respect to such industrv. that its workers may request the
Secretary of Labor for certifications of eligibility to apply for adjustment assist.
ance under chapter 3, or

L(4) take any combination of such actions.}

(a) After receiving a report from the Tariff Commission containing an afirm-
ative finding under scction 801(d) 1with respect to any indusiry, the President
shall take action or report as specified in section 7(c) of the Trade Agreements
Extension Act of 1951, as amended (19 U.8.0. gec. 1365(c)).

(b) No proclamation pursuant to subsection (a) shall be made—

(1) increasing any rate of duty to a rate more than 50 percent above the rote
existing on July 1, 1984, or

(2) in the cage of an article not subfect to duty, imposing a duty in ercess of
50 percent ad valorem.

For pu:'poses of paraaraph (1), the t>orm “existing on July 1, 1934” has the mean-
inn nsgianed to such term by paragraph (5) of section 256.

L(b) (1) The Secretary of Commerce shall certify, ns elizible to apply for
adjustment assistance under chapter 2. any firm in an industry with respect to
which the President has acted under subsection (a) (2}, unon a showing by such
firm to the satisfaction of the Secretary of Commerce that the increased imvorts
{which the Tariff Commission has determined to resnlt from concessions granted
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under trade agreements) have caused serious injury or threat thereof to such firm.

E(2) The Secretary of Labor shall certify, as eligible to apply for adjustment
assistance under chapter 3, any group of workers in an industry with respect to
which the President has acted under subsection (a) (3), upon a showing by such
group of workers to the satlsfaction of the Secretary of T.abor that the increased
imports (which the Tariff Commission has determined to result from concessions.
granted under trade agreements) have caused or threatened to cause unemploy-
ment or underemployment of a significant number or proportion of workers of
such workers’ firin or subdivision thereof.] ‘

(¢) Parcyraph (2) (B) of subsection (c) of seotion T of the Trade Agreements
Ertension Act of 1951, as umended (19 U.8.0., sec. 1364 (¢) (2) (B)), 18 amended
by s;ri-king out the word “two-thirds” and inserting in lieu thercof the word
“mafority”’. .

L(c)J(d) After receiving a report from the Tariff Commission containing an
afirmative finding under section 301(c) with respect to any iirm or group of
workers, the President may certify that such firm or group of workers is eligible
to apply for adjustment assistance. '

E£(d)J(e) Any certification under subsection L[(b) or (¢)1(d) that a group
of workers {s eligible to apply for adjustment assistance shall specify the date,
on which the unemployment or underemployment began or threatens to begin,. -

L(e}1(f) When the President determines, with respect to any certification of
the eligibility of a group of workers, that separations from the firm or subdivi-
sion thereof are no longer attributable to the conditions specified in section 301 (¢)
L(2) or in subsection (b)(2) of this section], he shall terminate the effect of
such certification. Such termination shall apply only with respect to separations
occurring after the termination date specified by the President. ’

Chapter.2—Assistance to firms
SEc. 311. CERTIFICATION OF ADJUSTMENT PROPOSALS.

(a) A firm certified under section 302 as eligible to apply for adjustment
assistance may, at any time within two years after the date of such certification,
file an application with the Secretary of Commerce for adjustment assistance
under this chapter. [Within a reasonable time after filing its application, the
firm shall present a proposal for its economic adjustment.]

L (b) Adjustment assistance under this chapter consists of technical assistance,
financial assistance, and tax assistance, which may be furnished singly or in com-
bination. Except a provided in subsection (c), no adjustment assistance shall
be provided to it firm under this chapter until its adjustment proposal shall have.:
been certitied Ly the Secretary of Commerce— ’

F (1) to be reasonably calculated materially to contribute to the economic ad-
justment of the firm,

[(2) to give adequate consideration to the Interests of the workers of such
firm adversely affected by actions taken in carrying out trade agreements, and

L (3) to demonstrate that the firm will make all reasonable efforts to use its
own resources for economic development. '

f (¢) In order to assist a firm which has applied for adjustment assistance
under this chapter in preparing a sound adjustment proposal, the Secretary of
Commnierce may furnish technical assistance to such firm prior to certification
of its adjustment proposal. '

L(d) Any certification made pursuant to this section shall remain in force only
for such period as the Secretary of Commerce may prescribe.

[Skc. 312. UsSE oF EXISTING AGENCIES,

[(a) The Secretary of Commerce shall refer each certified adjustment pro-
posal to such agency or agencies as he determines to be arpropriate to furnish
the technical and financial assistance necessary to carry out such proposal.

L (b) Upon receipt of a certified adjustment proposal, each agency concerned
shall promptly—

T (1) examine the aspects of the propesal relevant to its functions, and

£(2) notify the Secretary of Commerce of its determination as to the techni-
cal and financial assistance it is prepared to furnish to carry out the proposal.

f(c) Whenever and to the extent that any agency to which an adjustment
proposal has been referred notifies the Secretary of Commerce of its determina-
tion not to furnish technical or financial assistance, and if the Secretary of Com-
merce determines that such assistance is necessary to carry out the adjustment
proposal, he may furnish adjustment assistance under sections 313 and 314 to
the firm concerned.
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[(d) There are hereby authorized to be appropriated to the Secretary of Com-
merce such sums as may be necessary from time to time to carry out his func-
tions under this chapter in connection with furnishing adjustment assistance to
ﬁrms,dvegxlch sums are authorized to be appropriated to remain available until
expended.

ISEo. 818. TEOHNICAL ASSISTANCE,

L(a) Upon compliance with sectipn 312(¢), the Secretary of Commerce may
provide to a firm, on such terms and conditions as he determines to be appro-
priate, such technical assistance as in his judgment will materially contribute
to the economic adjustment of the firm.

L(b) To the maximum extent practicable, the Secretary of Commerce shall
furnish technfcal assistance under this section and section 311(¢) through
existing agencies, and otherwise through private individuals, firms, or
institutions.

L(c) The Secretary of Commerce shall vequire a flrm receiving technical
assistance under this section or section 311 ') to share the cost thereof to the
extent he determines to be appropriate.

[SEc. 314, FINANCIAL ASSISTANCE.

L(a) Upon compliance with section 312(c), the Secretary of Commerce may
provide to a firm, on such terms and conditions as he determines to be appro-
priate, such finanelal assistance in the form of guarantees of loans, agreements
for deferred participations in loans, or loans, as in his judgment will materially
contribute to the economic adjustment of the irm. The assumption of an out-
standing indebtedness of the firm, with or without recourse, shall be considered
to be the making of a loan for purposes of this section.

[ (b) Guarantees, agreements for deferred participations, or loans shall be
glude under this section only for the purpose of making funds available to the

rm—

L (1) for acquisition, construction, installation, modernization, development,
conversion, or expansion of land, plant, buildings. equipment, facilities, or ma-
chinery, or )

E(2) in cases determined by the Secretary of Commerce to be exceptional, to
supply working capital. .

(c) To the maximum extent practicable, the Secretary of Commerce shall
furnish financial assistance under this section through agencies furnishing
financial assistance under other law.

ESec. 315. COoNDITIONS FOR FINANCIAL ASSISTANCE.

[(a) No loan shall be guaranteed and no agreement for deferred participation
in a loan shall be made by the Secretary of Commerce in an amount which ex-
ceeds %0 percent of that portion of the loan made for purposes specified in sec-
tion 314(b).

E(b) (1) Any loan made or deferred participation taken up by the Secretary
of Commerce shall bear interest at a rate not less than the greater of—

E(A) 4 percent per annum, or

(B) a rate determined by the Secretary of the Treasury for the year in
which the loan i3 made or the agreement for such deferred participation is
entered into.

L(2) The Secretary of the Treasury shall determine annually the rate referred
to in paragraph (1) (B), taking into consideration the currvent average market
vields on outstanding interest-bearing marketable public debt obligations of the
United States of maturities comparable to those of the loans outstanding under
gection 314,

L(c) Guarantees or agreements for deferred participation shall be made by
the Secretary of Commerce only with respect to loans bearing interest at a rate
which he determines to be reasonable. In no event shall the guaranteed portion
of any loan, or the portion covered by an agreement for deferred participation,
bear interest at a rate more than 1 percent per annum above the rate prescribed
by subsection (b) (determined when the guarantee is made or the agreement
is entered into), unless the Secretary of Commerce shall determine that special
circumstances justify a higher rate, in which case such portion of the loan shall
bear interest at a rate not more than 2 percent per annum above such prescribed
rate.

L(d) The Secretary of Commerce shall make no loan or guarantee baving
a maturity in excess of 25 years, including renewals and extensions, and sHall
make no agreement for deferred participation in a lean which has a maturity
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in excess of 25 years, including renewals and extensions. Such limitation on
maturities shall not, however, apply to—

L (1) securities or obligations received by the Secretary of Commerce &s
¢laimant in bankruptey or equitable reorganization, or as creditor in other pro-
ceedings attendant upon insolvency of the obligor, or

L(2) an extension or renewal for an additional period not exceeding 10 years,
if the Secretary of Cowmerce determines that such extension or renewal is
reasonably necessary for the orderly liquidation of the loan.

[(e) No financial assistance shall be provided under section 314 unless the
Secretary of Commerce determines that such assistance is not otherwise avail-
able to the firm, from sources other than the United States, on reasonable terms,
and that there is reasonable assurance of repayment by the borrower.

L(f) The Secretary of Commerce shall maintain operating veserves with
respect to anticipated claims under guarantees and under agreements for deferred
participation made under section 314. Such reserves shall be cousidered
to constitute obligations for purposes of section 1311 of the Supplemental Ap-
propriation Act, 1935 (31 U.S.C,, sec. 200).

SEC, 8316. ADMINISTRATION OF FINANCIAL ASSISTANCE.

L(a) In making and administering guarantees, agreements for deferred par-
ticipation, and loans under section 314, the Secretary of Commerce may—

L(1) require security for any such guarantee, agreement, or loan, and enforce,
waive. or subordinate such security:

L(2) assign or sell at public or private sale, or otherwise dispose of, upon
such terms and conditions and for such consideration as he shall determine to be
reasonable, any evidence of debt, contract, claim, personal property, or securlty
assigned to or held by himn in connection with such guarantees, agreements, or
loans, anad collect, compromise, and obtain deficlency judgments with respect to
all obligations asxigned to or held by him in connection with such guarantees,
agreentents, or loans until such time as such obligations may be referred to the
Attorney General for suit or collection ;

L (3) renovate, improve. modernize, complete, insure, rent, sell, or otherwise
deal with, upon such terms and conditions and for such consideration as he
shall determine to be reasonable, any real or personal property conveyed to or
otherwise acquired by him in connection with such guarantees, agreements, or
loans:

C¢4) acquire, hold, trausfer, release, or convey auny real or personal property
or any interest therein whenever deemed necessary or appropriate, and execute
all legal documents for snch purposes : and

L(5) exercise all such other powers and take all such other acts as may
be necessary or incidental to the carrying out of functions pursiuant to section
314,

F(L) Any mortgage acquired as security under subsection (a) shall be
recorded under applicable State law,

[Sec. 317, Tax ASSISTANCE.

F(a) 1f—

L[(1) to carry ont an adjustment proposal of a firm certified pursuant to sec-
tion 311, such firm applies for tax assistahce nunder this section within 24 months
after the close of a taxable year and alleges in such application that it has sus-
tained a net operating loss for such taxable year.

[(2) the Secretary of Commerce determines that any such alleged loss for
such taxable year arose predominantly out of the carrying on of a trade or busi-
ness which was seriously injured. during such year, by the increased imports
which the Tariff Commission has determined to result from concessions granted
under trade agreements, and

[(3) the Secretary of Commerce determines that tax assistance under thls
section will materia]lv contribute to the economic adjustment of the firm,
then the Secretary of Commerce shall certify such determinations with respect
to such firm for such taxable vear. No determination or certification under this
subsection shall constitute a determinatlon of the existence or amount of any net
;)g;;ating loss for purposes of section 172 of the Internal Revenue Code of
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L(b) Subsection (b) of section 172 of the Internal Revenue Code of 1954
(relating to net operating loss carrybacks and carryovers) is amended to read
as follows:

“(b) NET OPERATING L088 CARRYBACKS AND CARRYOVERS.—
“{1) YEARS TO WHICH LOSS MAY BE CARRIED.—A net operating loss for any
taxable year énding after December 31, 1957, shall be—

[“(A) except as provided in subparagraph (B), a net operating loss carry-
back to each of the 3 taxable years‘preceding the taxable year of such loss,

L“(B) in the case of a taxpayer with respect to a taxable year ending on or
after December 31, 1962, for which a certification has been issued under section
317 of the Trade Expansion Act of 1962, a net operating loss carryback to each
of the 3 taxable years preceding the taxable year of such loss, and

[“(C) a net operating loss carryover to each of the 5 taxable years following
the taxable year of such loss.

[*(2) AMOUNT OF CARRYBACKS AND CARRYOVERS.—Except as provided in subsec-
tion (1), the entire amount of the net operating loss for any taxable year (herein-
after in this section referred to as the ‘loss year') shall be carried to the earliest
of the taxable years to which (by reason of paragraph (1)) such loss may be
carried. The portion of such loss which shall be carried to each of the other
taxable years shall be the excess, if any, of the amount of such loss over the sum
of the taxable income for each of the prior taxable years to which such loss
may be carried. For purposes of the preceding sentence, the taxable income for
any such prior taxable year shall be computed—

[“(A) with the modifications specified in subsection (d) other than para-
graphs (1), (4), and (68) thereof; and

L“(B) by determining the amount of the net operating loss deduction without
regard to the net operating loss for the loss year or for any taxable year
thereafter,
and the taxable income so computed shall not be considered to be less than zero.

f“(3) SpPEcTaL RULES.—

[“(A) Paragraph (1) (B) shall apply only if—

(1) there has been filed, at such time and i{n such manner as may be pre-
scribed by the Secretary or his delegate, a notice of filing of the application
under section 317 of the Trade BExpansion Act of 1962 for tax assistance, and,
after its issnance, a copy of the certification under such section, and

[“(1i) the taxpayer consents in writing to the assessment, wiithin such period
as may be agreed upon with the Secretary or his delegate, of any defleiency for
any year to the extent attributable to the disallowance of a deduction previously
allowed with respect to such net operating loss, even though at the time of filing
such consent the assessment of such deflciency would otherwise be prevented by
the operation of any law or rule of law.

[“(B) In the case of—

F“(i) a partnership and its partners, or

[“(i1) an electing small business corporation under subchapter § and its
shareholders,
paragraph (1) (B) shall ap’ v as determined under regulations prescribed by
the Secretary or his delegme. Such paragraph shall apply to a net operating
loss of a partner or such a shareholder only if it arose predominantly from losses
in respect of which certifications under section 317 of the Trade Fxpansion Act
of 1962 were filed under this section.”

[(c) Subsection (h) of section 6501 of the Internal Revenue Code of 1934
(relating to limitations on assessment and collection in the case of net operating
loss carrybacks) 13 amended by inserting before the period: ¢, or within 18
months after the date on which the taxpayer filles in accordance with section
172(b) (3) a cony of the certification (with respect to such taxable year) issued
under section 317 of the Trade Expansion Act of 1962, whichever is later”.

[(d) Section 6511(d)(2) (A) of the Internal Revenue Code of 1934 (relating
to special period of limitation on credit or refund with respect to net operating
loss carrybacks) is amended to read as follows :

[“(A) Per1oD OF LIMITATION.—If the clalm for credit or refund relates to an
overpaviment attributable to a net operating loss carryback, in lien of the 3-year
period of limitation prescribed In subsection (a), the period shall be that period
which ends with the expiration of the 15th day of the 40th month (or the 89th
month, in the case of a corporation) following the end of the taxable year of the
net operating loss which results in such carryback or the period preseribed in
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subsection (c) in respect of such taxable year, whichever expires later; except
that—

[“(1) with respect to an overpayment attributable to a net operating loss
carryback to any year on account of a certification issued to the taxpayer under
section 317 of the Trade Expansion Act of 1962, the period shall not expire before
the expiration of the sixth month following the month in which such certifica-
tion is issued to the taxpayer, and

[ (ii) with respect to an overpayment attributable to the creation of, or an
increase in, a net operating loss carryback as a result of the ellmlnation of
excsesive profits by a renegotiation (as defined in section 1481(a) (1) (A)) the
period shall not expire before September 1, 1959, or the expiration of the twelfth
month following the month in which the agreement or order for the elimlnation
of such excessive profits becomes final, whichever is the later.

In the case of such a claim, the amount of the credit or refund may exceed
the portion of the tax paid within the period provided in subsection (b)(2) or
(c), whichever is applicable, to the extent of the amount of the overpayment
attributable to such carryback.” )

[SEec. 318. PROTECTIVE PROVISIONS.

L (a) Each recipient of adjustment assistance under section 813. 814, or 817
shall keep records which fully disclose the amount and disposition by such recip-
ient of the proceeds if any, of such adjustment assistance, and which will facil-
ftate an effective audit. The recipient shall also keep such other records as the
Secretary of Commerce may prescribe,

L(b) The Secretary of Commerce and the Comptroller General of the United
States shall have access for the purpose of audit and examination to any books
documents, papers, and records of the reciplent pertalnlng to adjustment as-
sistance under sections 313, 814, and 317.

[(c) No adjustment assistance ghall be extended under section 818, 814, or
317 to any firm unless the owners, partners, or officers certify to the Secretary
of Commerce—

[(1) the names of any attorneys, agents, and other persons engaged by. or on
behalf of the firm for the purpose of expediting applications for such adjustment
assistance, and

L (2) thefees paid or to be paid to any such person.

L(d) No financial assistance shall be provided to any firm under section 814
unless the owners, partners, or officers shall execut? an agreement binding them
and the firm for a period of 2 years after such financial assistance is provided,
to refrain from employing, tendering any office or employment to, or retaining
for professional services any person who, on the date such agsistance or any part
thereof was provided, or within one year prior thereto, shall have gerved as an
officer, attorney, agent, or employee occupying a position or engaging in activi-
ties which the Secretary of Commerce shall have determined involve discretion
with respect to the provision of such financial assistance.

[SEc. 319. PENALTIES.

Whoever makes a false statement of a material fact knowing it to be false,
or knowingly fails to disclose a material fact, or whoever willfully overvalues
any security, for the purpose of influencing in any way the action of the Secre-
tary of Commerce under this chapter, or for the purpose of obtaining money,
property, or anything of value under this chapter, shall be fined not more than
$5,000 or imprisoned for not more than two years, or both.

[SEkc. 320. Svurrs.

In providing technical and ﬁnanclal assistance under sections 318 and 314,
the Secretary of Commerce may sue and be sued in any court of record of a
State having general jurisdiction or in any United States district court, and
jurisdiction is conferred upon such district court to determine such controversies
without regard to the amount in controversy; but no attachment, injunction,
garnishment, or other similar process, mesne or final, shall be issued against
him or his property. Nothing in this section shall be construed to except the
activities pursuant to sections 313 and 314 from the application of section 507(b)
and 2679 of title 28 of the United States Code, and of section 867 of the Revised
Statutes (5 U.8.0,, sec. 316).]

{b) Promptly upon receipt of such application the Secretary of Commerce
shall designate the community in which each affected plant of the affected firm
is located as a "‘redevelopment area” under the Area Redevelopment Act (Pubdblio
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Law 87-27), for the purpose of making available to such firm the benefits of
such Act, and notwithstanding any provision of such Act to the conirary, the
Secretary 18 authorized and shall accord on a priority basis to the affected firm
and its affected workers such benefits provided in such Act a8 the Secretary shall
determine to be appropriate for the sound economic redevelopment of the af-
fected estabtishment and workers.

Chapter 3—sAgsistance to workers

[Seo0. 321. AUTHORITY,

[The Secretary of Labor shall determine whether applicants are entitled to
receive assistance under this chapter and shall pay or provide such assistance
to applicants who are so entitled,

Subchapter A—Trade Readjustment Allowances

[SEc. 322. QUALIFYING REQUIREMENTS.

E(a) Payment of a trade readjustment allowance shall be made to an adversely
affected worker who applies for such allowance for any week of unemployment
which begins after the 30th day after the date of the enactment of this Act and
after the date determined under section 302(d), subject to the requirements of
subsections (b) and (e¢).

(b) Total or partial separation shall have occurred—
(1) after the date of the enactment of this Act, and after the date determined
under section 302(4d), and

E£(2) before the expiration of the 2-year period beginning on the day on which
the most recent determination under section 302(d) was made, and before the
termination date (if any) specified under section 302(e).

(e) Such worker shall have had—
(1) in the 158 weeks iminediately preceding such total or partial separation,
at least 78 weeks of employment at wages of $15 or more a week, and

E(2) in the 52 weeks immediately preceding such total or partial separation,
at least 26 weeks of employment at wages of $15 or more a week in a firm or firms
with respect to which a determination of unemployment or underemployment
under section 302 has been made, or
if data with respect to weeks of employment are not available, equivalent
a;nounts of employment computed under regulations prescribed by the Secretary
of Labor.

[Skc. 323. WEEKLY AMOUNTS,

E(a) Subject to the other provisions of this section, the trade readjustment
allowance payable to an adversely affected worker for a week of unemployment
shall be an amount equal to 65 percent of his average weekly wage or to 65 per-
cent of the average weekly manufacturing wage, whichever is less, reduced by
50 percent of the amount of his remuneration for services performed during
such week.

E(b) Any adversely affected worker who is entitled to trade readjustment
allowances and who is undergoing training approved by the Secretary of Labor,
including on-the-job training, shall receive for each week in which he is under-
going any such training, a trade readjustment allowance in an amount (computed
for such week) equal to the amount computed under subsection (a) or (if
greater) the amount of any weekly allowance for such training to which he
would be entitled under any other Federal law for the training of workers, if
he applied for such allowance. Such trade readjustment allowance shall be paid
in lieu of any training allowance to which the worker would be entitled under
such other Federal law.

[(c) (1) The amount payable to an adversely affected worker under subsec-
tion (a) for any week shall be reduced by any amount of unemployment in-
surance to which he is entitled with respect to such week (or would be entitled
but for this chapter or any action taken by such worker under this chapter),
whether or not he has filed a claim for such insurance.

L (2) The amount payable to an adversely affected worker under subsection
(b) for any week shall be reduced by any amount of unempltoyment insurance
which he has received or is seeking with respect to such week; but, if the appro-
priate State or Federal agency finally determines that the worker was not entitled
to unemployment insurance with respect to such week, the reduction shall not
apply with respect to such week.
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L[(d) If unemployment insurance, or a training allowance under the Man-
power Development and Training Act of 1962 or the Area Redevelopment Act, 18
payable to an adversely affected worker for any week of unemployment with
respect to which he would be entitled (determined without regard to subsection
(c) or (e) or to any disqualification under section 827) to a trade readjustment
allowance if he applied for such allowance, each such week shall be deducted
from the total number of weeks of trade readjustment allowance otherwise pay-
able to him under section 324(a) when he applies for a& trade readjustment al-
lowance and is determined to be entitled to such allowance. If the unemploy-
ment insurance or the training allowance payable to such worker for any week
of unemployment is less than the amount of the trade readjustment allowance
to which he would be entitled 1f he applied for such allowance, he shall receive,
when he applies for a trade readjustment allowance and is determined to be en-
titled to such allowance, a trade readjustment allowance for such week equal to
such difference.

L (e) Whenever, with respect to any week of unemployment, the total amount
payable to an adversely affected worker as remuneration for services performed
during such week, as unemployment insurance, as a training allowance referred
to in subsection (d), and as a trade readjustment allowance would exceed 75
percent of his average weekly wage, his trade readjustment allowance for such
week shall be reduced by the amount of such excess.

L (f) The amount of any weekly payment to be made under this section which
is not a whole dollar amount shall be rounded upward to the next higher whole
dollar amount. )

L[(g) If unemployment insurance is paid under a State law to an adversely
affected worker for a week during which he Is undergoing training approved by
the Secretary of Labor, the State agency making such payment shall be reim-
bursed from funds appropriated pursuant to section 337, to the extent that such
payment does not exceed the trade readjustment allowance which such worker
would have received if he had applied for such allowance and had not received
the State payment. The amount of such reimbursement shall be determined by
the Secretary of Labor on the basis of reports furnished to him by the State
agency and such amount shall then be placed in the Unemployment Trust Fund
to the credit of the State’s account.

[Sec. 324. TIME LIMITATIONS ON TRADE READIJUSTMENT ALLOWANOES.

[(a) Payment of trade readjustment allowances shall not be made to an
adversely affected worker for more than 52 weeks, except that, in accordance
with regulations prescribed by the Secretary of Labor—

L(1) such payments may be made for not more than 26 additional weeks to
an adversely affected worker to assist him to complete training approved by the
Secretary of Labor, or

L(2) such payments shall be made for not more than 13 additional weeks
to an adversely affected worker who had reached his 60th birthday on or before
the date of total or partial separation.

L (b) Except for a payment made for an additional week specified in subsec-
tion (a), a trade readjustment allowance shall not be paid for a week of unem-
ployment beginning more than 2 years after the beginning of the appropriate
week. A trade readjustment allowance shall not be paid for any additional week
specified in subsection (a) if such week begins more than 8 years after the
beginning of the appropriate week. The appropriate week for a totally sep-
arated worker is the week of his most recent total separation. The appropriate
week for a partially separated worker s the week in respect of which he first re-
ceives a trade readjustment allowance following his most recent partial
separation. .

[Sec. 325. APPLICATION OF STATE LAws. : .

[Except where tnconsistent with the provision of this chapter and subject
to such regulations as the Secretary of Labor may prescribe, the availability and
disqualification provisions of the Stafe law—

[(1) under which an adversely affected worker is entitled to unemplioyment
insurance (whether or not he has filed a claim for such insurance), or

[(2) if he is not so entitled to unemployment insurance, of the State in which
Le was totally or partially separated,
shall apply to any such worker who files a claim for trade readjustment allow-
ances, The State law so determined with respect to a separation of a worker
shall remain applicable, for purposes of the preceding sentence, with respect
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to such separation until such worker becomcs entitled to unemploynient insur-
ance under another State law (whether or not he has filed a clatm for such
insurance).

ISko. 826. IN¥ GENERAL.

E(a) To assure that the readjustment of adversely affected workers shall
occur as quickly and effectively u? possible, with minimum reliance upon trade
readjustment allowances under this chapter, every effort shall be made to pre-
pare each such worker for full employment in accordance with his capabilities
and prospective employment opportunities. To this end, and subject to this
chapter, adversely affected workers shall be afforded, where appropriate, the
testing, counseling, training, and placement services provided for under any
Federal law. Such workers may also be afforded supplemental assistance neces-
sary to defray transportation and subsistence expenses for separate maintenance
when such training is provided in facilities which are not within commuting
distance of their regular place of residence. The Secretary of Labor "n defray-
ing such subsistence expenses shall not afford any indlvidual an allowance
exceeding $5 a day; nor shall the Secretary authorize any transportation ex-
pense exceeding the rate of 10 cents per mile,

L (b) To the extent practicable, before adversely affected workers are referred
to training, the Secretary of Labor shall consult with such workers’ firm and
their certified or recognized union or other duly authorized representative and
develop a worker retraining plan which provides for training such workers to
meet the manpower needs of such firm, in order to preserve or restore the em-
ployment relationship between the workers and the firm.

[SEo. 327. DISQUALIFICATION FOR REFUSAL OF TRAINING, ETC.

LAny adversely affected worker who, without good cause, refuses to accept
or continue, or fails to make satisfactory progress in, suitable training to which
he has been referred by the Secretary of Labor shall not thereafter be entitled
to trade readjustment allowances until he enters or resumes training to which
he has been so referred.

ESubchapter B—Training

[Subchapter C—Relocation allowances

[SEc. 328. RELOCATION ALLOWANCES AFFORDED,

LAny adversely affected worker who is the head of a family as defined in
regulations prescribed by the Secretary of Labor and who has been totally sep-
arated may file an application for a relocation allowance, subject to the terms
and conditions of this subchanter.

[Src. 329. QUALIFYING REQUILAMENTS.

L(a) A relocation allowance may be granted only to assist an adversely
affected worker in relocating with the United States and only if the Secretary of
Labor determines that such worker cannot reasonably be expected to secure
aultﬁble employment in the commutjng area in which he resides .nd that such
worker—

L(1) has obtained suitable employment affording a reasonable expectation
of long-term duration in the area in which he wishes to relocate, or

(2) has obtained a bona fide offer of such employment.

(b) A relocation allowance shall not be granted to such worker unless—

(1) for the week in which the application for such allowance is filed, he is
entitled (determined without regard to section 323 (¢) and (e)) to a trade re-
adjustment allowance or would be so entitled (determined without regard to
whether he filed application therefor) but for the fact that he has obtained the
employment referred to in subsection (a) (1), and

L(2) such relocation occurs within a reasonable period after the filing of
such application or (in the case of a worker who has been referred to training
by the Secretary of Labor) within a reasonable period after the conclusion of
such training.

[SEc. 330. RELOCATION ALLOWANCE DEFINED.

KEFor purposes of this subchapter, the term “relocation allowance” means—

L(1) the reasonable and necessary expenses, as specified in regulations pre-
scribed by the Secretary of Labor, incurred in transporting a worker and his
family and their household effects, and .

L[(2) a lump sum equivalent to two and one-half times the average weekly
manufacturing wage.
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L8ubchapter D—General provisions

[Sec. 831. AGREEMENTS WITH STATES.

[(a) The Secretary of Labor is authorized on behalf of the United States to
enter into an agreement with any State, or with any State agency. Under such
an agreement, the State agency (1) as agent of the United States, will receive
applications for, and will provide, assistance on the basis provided {n this chap-
ter, (2) where appropriate, will afford adversely affecied workers who apply
for assistance under this chapter testing, counseling, referral to training, and
placement services, and (3) will otherwise cooperate with the Secretary of Labor
and with other State and Federal agencies in providing assistance under this
chapter.

L[(b) Each agreement under this subchapter shall provide the terms and con-
ditions upon which the agreement may be amended, suspended, or terminated.

E(c) Each agreement under this subchapter shall provide that unemployment
insnrance otherwise payable to any adversely affected worker will not be denied
or reduced for any week by reason of any right to allowances under this chapter.

[SEc. 332. PAYMENTS TO STATES.

L(2) The Secretary of Labor shall from time to time certify to the Secretary
of the Treasury for payment to each State which has entered into an agreement
under section 331 the sums necessary to enable such State as agent of the United
States to make payments of allowances provided for by this chapter. The Secre-
tary of the Treasury, prior to audit or settlement by the General Accounting
Office, shall make payment to the State in accordance with such certification, from
the funds for carrying out the purposes of this chapter.

L(b) All money paid a State under this section shall be used solely for the
purposes for which it is paid; and any money so paid which it not used for such
purposes shall be returned, at the time specified in the agreement under this sub-
chapter, to the Treasury and credited to current applicable appropriations, funds,
or accounts from which payments to States under this section may be made.

[(c) Any agreement under this subchapter may require any officer or em-
ployee of the State certifying payments or disbursing funds under the agree-
ment, or otherwise participating in tho performance of the agreement, to give
a surety bond to the United States in such amount as the Secretary of Labor
may deem necessary, and may provide for the payment of the cost of such bond
from funds for carrying out the purposes of this chapter.

[SEc. 333. LI1ABILITIES OF CERTIFYING AND DISBURSING OFFICERS.

L[(a) No person designated by the Secretary of Labor, or designated pursuant
to an agreement under this subchapter, as a certifying officer, shall, in the ab-
sence of gross negligence or intent to defraud the United States, be liable with
respect to the payment of any allowance certifted by him under this chapter.

L(b) No disbursing officer shall, in the absence of gross negligence or intent
to defraud the United States, be liable with respect to any payment by him
under this chapter if it was based upon a voucher signed by a certifying officer
designated as provided in subsection (a).

[Sec. 334, RECOVERY OF OVERPAYMENTS.

L(a) If a State agency or the Secretary of Labor, or a court of competent
jurisdiction finds that any person—

(1) has made, or has caused to be made by another, a false statement or
representation of a material fact knowing it to be false, or has knowingly failed
or caused another to fail to disclose a material fact; and

(2) as a result of such action has received any payment of allowances
under this chapter to which he was not entitled,
such person shall be llable to repay such amount to the State agency.or the
Secretary of Labor, as the case may be, or either may recover such amount
by deductions from any allowance payable to such person under this chapter.
Any such finding by a State agenc, or the Secretary of Labor may b made only
after an opportunity for a fair hearing.

L[(b) Any amount repaid to a State agency under this sectlon shall be depos-
ited into the fund from which payment was made. Any amount repaid to the
Secretary of Labor under this section shall be returncd to the Treasury and
credited to the current applicable appropriation,- fund, or account from which
payment was made. '
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[Sre. 335, PENALTIES.

[Whoever makes a false statement of a material fact knowing it to be faise,
or knowingly fails to disclose a material fact, for the purpose of obtaining or
increasing for himself or for any other person any payment or assistance
authorized tg be furnished under this chapter or pursuant to an agreement
under section 331 shall be flned not more than $1,000 or imprisoned for not
more than one year, or both. '

[Sec. 830, REVIEW. .

[Except as may be provided in regulations prescribed by the Secretary of
Labor to carry out his functions under this chapter, determinations under
this chapter as to the entitlement of individuals for adjustment assistance
shall be final and conclusive for all purposes and not subject to review by any
court or any other officer. To the maximum extent practicable and consistent
with the purposes of this chapter, such regulations shall provide that such de-
terminations by a State agency will be subject to review in the same manner
and to the same extent as determinations under the State law.

[SEc. 337. AUTHORIZATION OF APPROPRIATIONS.

[There are hereby authorized to be appropriated to the Secretary of Labor
such sums 1s may be necessary from time to time to carry out his functions
under this chapter in connection with furnishing adjustment assistance to
workers, which sums are authorized to be appropriated to rematn available
until expended.

[SEc. 338. DEFINITIONS,

For purposes of this chapter—

(1) The term “adversely affected employment” means employment in a firm
or appropriate subdivision of a firni, if workers of such firm or subdivision are
eligible to apply for adjustment assistance.under this chapter.

L(2) The term “‘adversely affected worker” means an individual who, because
of lack of work in an adversely affected employment—

(A) has been totally or partially separated from such employment, or

(B) hag peen totally separated from employment with the firm in a subdivi-
sion of which such adversely affected employment exists.

[(3) The termn “average weekly manufacturing wage” means the national
gross average weekly earnings of production workers In manufacturing industries
for the latest calendar year (as officially published aunually by the Bureau of
TLabor Statistics of the Department of Labor) most recently published before
the period for which the assistance under this chapter iz furnished.

E£(1) The term “average weekly wage” means one-thirteenth of the total wages
paid to an individual in the high quarter. For purposes of this computation, the
high quarter shal. be that quarter in which the individual’s total wages were
highest among the first four of the last five completed calendar quarters im-
mediately before tue quarter in which occurs the week with respect to which the
computation is mmade. Such week shall be the week in which total separation
occurred, or. in cases where pariial separation is claimed, an appropriate week,
as defined in regulations prescribed by the Secretary of Labor.

[(5) The terin “average weekly hours” means the average hours worked by
the individual {excluding overtime) in the employment from which he has been
or claims to have been separated in the fiftv-two weeks (excluding weeks during
which the individual was sick or on vacatici) preceding the week specified in
the last sentence of paragraph (4).

L(6) The term ‘“partial separation” means, with respect to an individual who
has not been totally separated, that he has bad his hours of work reduced to
80 percent or less of his average weekly hours in adversely affected employ-
ment and, his wages reduced to 75 percent or less of his average weekly wage
in such adversely affected employment.

L[(7) The term “remuneration” means wages and net earnings derived from
services performed as a self-employed individual,

L(8) The term “State” includes the District of Columbia and the Common:
wealth of Puerto Rico; and the term “United States” when nsed in the gee-
graphlcal sense includes such Commonwealth.

L(9) The term "'State agency” neans the agency of the State which adminis-
ters the State law.

L(10) The term “State law” means the unemployment insurance law of the
State approved by the Secretary of Labor under section 3304 of the Internal
Revenue Code of 1954.
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L£(11) The term “total separation” means the layoff or geverance of an indi-
vidua! from employment -with a firm in which, or in a subdiviston of which,
adversely affected employment exists.

L£(12) The tern “unemployment insurance’’ means the unemployment in-
surance payable to an individual under any State law or Federal unemployment
{nsurance law, including title XV of the Social Security Act, the Railroad Un-
employment Insurance Act, and the Temporary Extended Unemployment’ Com-
penaston Act of 1961,

[(13) The term “week” means a week as defined in the applicable State

law.
L (14) The term “week of unemployment” means with respect to an individual
any week for which his remuneration for services performed during such week
is les than 75 percent of his average weekly wage and in which, because of lack
of work—

L(A) it he has been totally separated, he worked less than the full-time
week (excluding overtime) in his current occupatlon, or

L(B) if he has been partially separated, he
average weekly hours. -

80 percent or less of his

[Chapter” j—Tariff adjustment

ESkc. 351. AUTHORITY. g

L(a) (1) After receivixZ an affirmative nndm{ Wamf Commigston
under section 301(b) th respect to ap-Tndustry, the Prestdent may proclgim
such increase in, or ipiposition of, duty; or other im;;t{’restrictlon on

article causing or thfeatening t use serious injury to gdch industry as
ssary to prévent or remedy serfru;g}, ury to such industry.
L[(2) If the Presfdent does not;-within 60 daF& nfi¢r the date’ oi which he
receives such affirnfative finding, proclaim ;)1/ -nerease 10, or imposition of, any
tpﬁ foupd and.reported byithe Turift

Ny \

Commission pursyant to section 301(e) ; L,
L(A) he shall mit a ~tr rt to the Houde of Representatives
and to the Senate ptating why he hha hot; pret La}med ggch lgcma_gg or imposition,

3 - , 4 v
sition shil] take effect (ds provided in paragraph
oth Hoyseg of the’ (longreés (within tne 60-day
period following tRe date on which ghie report referred fo in B\!b;zgragraph (A)
is submitted to theéi House of RepreSentatt and the Serate), by the yeas and
nays by the afirmative vote of wmajority of authorizéd membership cf ea
House, of a concurréqt resolution stating in effect:that the Senate apd House
Representatives appragve the lncreasﬁf"ér imposition of, any duty or other

import restriction on tye article fougd and reportéd by the Tarfff Commissjon.
For purposes of subpatagraph (B), the computation ‘of -the 60-day period
there shall be excluded the days on which efther Héuse is not in session hécause
of adjournment of more than 3 days to a day certain or an adjournm of the
Congress sine die. The reportg referred to in subparagraph (A) sHall be de-
livered to both Houses of the ess on the same day and shgH be delivered
to the Clerk of the House of Repr tatives if the House epres: tives
is not in ression and to the Secretary of ‘Senate if the-Sénate is not {on.

£(3) In any case in which the contingency set forth in paragra (B)
occurs, the Prestdent shall (within 15 days after the adoption of suc solu-
tion) proclaim the increase in, or imposition of, any duty or other import restric-
tion on the article which was found and reported by the Tariff Commission
pursuant to section 301 (e).

[(4) The President may, within 60 days after the date on which he receives »~
an affirmative finding of the Tariff Commission under section 301(b) with re-
spect to an industry, request additional information from the Tariff Comimission.
The Tariff Commission shall, as soon as practicable but in no event more than
120 days after the date on wkich it reccives the Presldent’s request, furnish
additional information with respect to such {ndustry in a suppleinental report.
For purposes of paragraph (2), the date on which the President receives such
supplentental report shall be treated as the date on which the President received
the affirmative finding of the Tariff Commission with respect to such industry.

(b) No proclamatlion pursuant to subsection (a) shall be made—
(1) increasing any rate of duty to a rate more than 50 percent above the
rate existing on July 1, 1934, or

87270—62—pt. 3——8
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[5(02)‘ in the case of an article not subject to duty, imposing a duty in excess

of 50 percent ad valorem, S ‘ o

For purposes of paragraph (1), the term “existing on July 1, 1934” has the

meaning assigned to such term by paragraph (5) of section 256, .

. £(c) (1) Any increass in, or impoeition of, any duty or other import restriction

simcMmAct%t} xlygqmm1 nt to this section or section 7 of the Trade Agreements Exten-
on — : -

L (A) may be reduced or terminated by the President when he determines, after
taking into account the advice received from the Tariff Commission under sub-
section (d)(2) and after seel;lé? advice of the Secretary of Commerce and the
Secretary of Labor, that such reduction or termination is in the national interest,

and . .

[(B) unless extended under paragraph (2), shall terminate not later than the
close of the date which is 4 years after the effective date of the initial procla-
mation.or the date of the enactment of this Act, whichever date §s the later,

£(2) Any increase in, or impositiop of, any duty or other impeort restriction
proclaimed pursuant.to this sectlon or purauant to section 7 of the Trade Agree-
ments Extension Act of 1951 may be extended in whole or {n part by the Presi-
dent for such pertods (not in excess of 4 years at any one time) as he may desig:
nate it he determines, after taking into account the advice received from the
Tariff Commission under subsection (d) (3) and after seeking advice of the
Secretary of Commerce and the Secretary of Labor, that such extension s in the
national interest. - .

£(d) (1) So long as any increase in, or imposition of, any duty or other import
reatriction pursuant to this section or pursuant to section 7 of the Trade Agree-
ments Extension Act of 1951 remains in effect the Tariff Commission shall keep
under review developments with respect to the industry concerned, and sghall
make periodic reports to the Presfdent concerning such developments. . -

T(2) Upon request of the President, the Tariff Commission sha'l advige the
President of its judgment as to the probgble economic effect on the industry
concerned of the reduction or termination of the increase in, or imposition of,
any duty or other import restriction pursuant to this section or section 7 of the
Trade Agreements Extension Act of 1951.

L (8) Upon petition on behalf of the Industry concerned, filed with the Tariff
Commission not earlier than the date which is 9 months, and not later than the
date which i{s 8 months, before the date any Increase or imposition referred to in
paragraph (1) or (2) of subsection (c¢) {s to terminate by reason of the expira-
tion of the 4-year period prescribed in paragraph: (1) or an extension thereof
under paragraph (2), the Tariff Commission shall advise the Prestdent of its
judgment as to the probable economic effect on such industry of such termination.

L(4) In advising the President under this subsection as to the probable eco-
nomic effect on the industry concernéd, the Tariff Commission shall take into
account all economic factors which it considers relevant, including idling of
productive facilities, inability to operate at a profit, and unemployment or under-
employment. ‘ ’

(5) Advice by the Tariff Commission under this subsection shall be given on

the basis of an investigation during the course of which the Tariff Commission
shall hold a hearing at which interested persons shall be given a reasonable oppor-
tunity to be present, to produce evidence, and to be heard.
" [(e) The President, as soon as practicable, shall take such action as he deter-
mines to be necessary to bring trade agreements entered fnto under section 350
of the Tarlift Act of 1930 into conformity witli the provisions of this section. No
trade agreement shall be entered into under section 201(a) unless such agree-
ment permits action in conformity with the provislions of this section. ‘

s
LOhapter 5—Advisory Board

[SEo. 361. ADJUSTMERT ASSISTANCE ADVISORY BOARD,
" [(a) There is hereby created the Adjustment Assistance Advisory Board,
which shall consist of the Becretary of Commerce, as Chairman, and the Secre-
tarles of the Treasury, Agriculture, Labor, Interior, and Health, Education, and
Welfare, the Administrator 6f the Small Business Administration, and such other
officers ag the President deems appropriate. Each member of the Board may
designate an officer of his agency to act fof him as a membér of the Board. The
Chairman may from time to time invite the- partlc}paﬂon of officers of other
agencies of the executive branch.’ o " N
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L(b) At the request of the President, the Board shall adyise him and the
agencies furnishing adjustment assistance pursuant to qhgﬁzri;é and 8 on, &
development of coordinated programs for siich assistAnce, gi fall considera-
tion to ways of preserving and restoring thé employmint: reldtionship of ‘ Sxing
and workers where possible, consistent with sourid econorble adjuatwant, - ;.- "
L(c) The Chairman may appoint for any industry an tndastry o throfttes cosi-
posed of members representing employers, workers, and the publlc, for the pur-
pose of advising the Board. Members of any such committee shall qhﬂ% pttend-
ing meetings, be entitled to receive compensation and rqig:bggeméi)% A8 Dro
in section 401(8). ' The provisions of section 1008 of the Nattonal } !ﬁg.iho o
cation Act of 1968 (20 U.8.0. 582) shall apply to members of such committee.y |
8eo. 321, Oertiflcation of Adjusiment Proposats. . . . - . .. e e,
(a) A group of workers certified urider seotiom 302 as eligidle to apply
adjustinent assistance may, at any time 10ithin two years after the date of such
certification, file an application with the Scoretary of Labor for adfusiment s
sistance undér this chapler, T R S B Y
(3)- Promgtily upon recefpt of such appiication the Seoretary of Labor shall
nake avafladle on a priority basis to unemployed or underemployed ‘workérs
in such group the denefits provided in the Alanpowernmloﬂm'm and Traiping
i . o o R B L N TR HE LU P

Aot of 1962. g ;
ER TITLE IV—GENERAL PROVISIONS -~ =+ = "0

8xo. 401, AUTHORITIXS, - : . T T T L A T
“The head of any agency performing fanctions inder this Aot may—+: il
(1) authorize the head-of any other agency to pérform any of such functions:
(2) prescribe such rules and regulations as may be necessary to- pérform such
functions; an@ : N ) oo Lo
(8)  to the extent necessary to perform such fanctions, procure the temporary
(not in excess of one year) or intermittent services of experts ot consultatts or
organizationg thereof, including stenographic reporting services, by contract or
appointment, and in such cases such services shall be withont regard to the éivil
service and classification laws, and; except in the cage of atenograpMc‘reporting
services by organizations, without regard to section 3709 of the Revised Statutes
(41 U.8.C. 5). Any individual so employed may be compensated at a rate not in
excess of $75 per diem, and, while such individual s away from his home or
regular place of business, he may be allowed transportation and not to exceed
$16 per diem fn lieu of subsistence and other expenses. L

Sro. 402, REPORTS.. - . S ‘
(a) The President shall submit to the Congrees an annual report on the trade
agreements program and on tariff adjustment and other adjustment asgsistance
under this Act. Such report shall include information regarding new negotia-
tlons, changes made in duties and other import restrictions of the United States,
reciprocal concessions obtained, changes In trade agreements in order to effectu-
tae more fully the purpos:s of the trade agreements program ({ncluding the
incorporation therein of escape vlauses), the results of action taken to obtain
removal of forelgn trade restcictions ( including discriminatory restrictions)
against United States expo'ts, remaining restrictions, and the measures avail-
able to seek their removal in accordance with the purposes of this Act, and other
Information relating to the trade agreements program and to the agreemeats
entered into thereunder. - - e
(b) The Tariff Commission shall submit to the Congress, at least once a year,
& factual report on the operation of the trade agreements program. .- :

Seo. 408. TARIFe COMMISBION, ) '

. {a) In order to expedite the performance of its functions under. this Act,
the Tariff Commission may conduct preliminary investigations, determine the
scope and manner of its proceedings, and consolidate proceedings before 1t.
- (b) In performing its functions under this Act, the Tariff Commission may
exercise any authority granted to it under any other Act. . )

(¢) The Tarlff Commission ghaill at all times keep informed concerning the
operation and effect of provislons relating to duties or. other import restrictions
of the United States contaived in trade agreements entered into under the trade
agreements program, / - - :

1
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t any, Provision of this Act orc the applicatlon of any. px‘ovlslon to any olr-
umstances or persous shall be held invalid, the validity of the remainder of this
Act. and of the application of such provlslon to other circumstances or. persond.
shall not be gffected thereby. - o R
8to. 405, Daermivtons, - ¢ 0 G T

. For purposes of this Act—

(1) 'The term *“agency” includlas any agency, department board wholly oi'
partly owned' corporation, instrunientality, commission, or, establlshed of the
United States.

(2) The term ‘‘duty or other import restriction’ includes (A) the rate and
forra of an import duty, and (B) a limitation, prohibition, charge, and exaction
&t‘hel;t;han duty, imposed on importation or imposed for the regulation of

PO

(8) The term “ﬂrm" includes an individual proprietorship, partnership, joint
venture, assoclation, corporation (including a development corporation),’ busi-
ness trust, cooperstive, trustees in bankruptcy, and receivers under. decree of
any court., A firm, together with any predecessor, successor, or affiliated firm
controlled or substantially beneficially owned by substantially the same persons,
ﬂ“ia :): considered a single firm where necessary to prevent unjustifiable

en X

(4) An imported article is “directly competitive with” a domestlc article at an
earlier or later stage of processing, and a domestic article is “directly competi-
tive with” an imported article at an earlier or later stage of processing, if the
importation of the fmported article bas an economic effort on producers of the
domestic article comparable to the effect of importation of articles in the same
stage of processing as the domestic article. For purposes of this paragraph, the
unprocessed article is at an earlier stage of processing.

(5) A product of a country is an article whlch ls the growth, produce. or
manufacture of such country.

(8) The term “modlfication’”, as applied to any duty or other lmport reetric-
tion, includes the elimination of any duty.

Seo. 406. Findings of Fact Required for Presidential Determinations.

. Any determinations of the President under sections 201(a), 211(a), 211(D),
211(0), 212, 213(a), 213(d), 232(a), 232(D), 254, 256(7), or 302(a) shall be
based upon ﬂmltnga of fact by the President that the conditions or principles
apecified in each such section exist or are applicadble as shown by the record of
the investigation made incidental to such determtnatam.

Seo. 407. Publication of Reports. i

The reports and other documents descrived in secuom 218(c), 242(0) (3), and
3801(g) shall be made public by the President or at his dtrectton as soon as prac-
ticable after the purposes for which they are specified in this Act have been
accomplished.

Seo. 408. Fostering Increased Employment in Growth Industries.

(a) Taking note of the persistent high levels of unemployment existing in the
United States and the necessity for enconraging and protecting the growth of new
domestic industries and domestio industrics whose operations have been char-
acterized by sustained growth in employment, plant invesiment, end production
a8 a means of reducing unemployment and providing -jobe for the Nation's grow-
ing labor force, the Congress declarcs it to be the policy of the United States
that no reduction in any rate of duty, or dinding of any cristing customs or excise
treatment, or other concession proclaimed under section 350 of the Tariff Act
of 1930, as amended (19 U.8.0., sec. 1351), or under section 201 of this Act, shall
be permitted to continue in effect when the product on which the concession has
been granted {8, as a result, in whole or in part, of the duty or other customs
treatment reﬂecting such conoeaaion being imported into the United States in
such increased quantities, as 1o cause or threaten serious impairment of the
rate of growth of such industrics producing the like or directly competitive prod-
uocte. No action shall De taken pursuani to section 201 of this Act to decrease
the duty on any imported article or to bind any existing customs treatment, {f
such action would cause or threaten gerious impairment of iRe rdte of arowth
of such domestic industries producing the like or directly competitive products.

(b) The President, as soon a8 practicable, shall take such action as may be
necessary to bring trade agreements heretofore entered into under section 850

!
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of the Tariff Act of 1930, as amended (19 U8.0., seo. 1351), into conformify with -
the policy ¢stadlished in subscction (a) of thisgection, ~ = " ' 0

.. () In any investigation conducted pursuant ta seclion 221(d) of this Ach, the
Tariff Commission shall, in addifion to ithe ﬂndgyiqu reciu{:je by _suoh, achtion,
1eport to the President its findings with respect to the im t,to}thcfp,‘mp_'i( tion
of dutica and other import reafrictions, or conti ugm&‘o{nemimﬂ\ oustoms fud
exoise ireatment, may be made 1with reference %..tmpoy; ed- articles In order, fo
corry out the purpose of this Act without ¢ausing or t _egp%y{u' seriaus im,-
pairment of the rate of growth of such domestio industries, desoribed, {niup;
ae;:g;lm (@) of this section, which produce the like or. dircaily. competitive
articles, . . : TR TN N A

(d) (1) The firet paragraph of subsection (o) %‘secﬂo‘m 7 oj the Trade
Agreements Extension Act of 1051, as amended (19 U.8.0., sec. 1364(a)), is
amended by changing the period at the end of the paragraph to @ comma and edd-
ing the following: “or.to cause or threaten serious impairment of iXe'rate of
growth of a new domestio indusiry or a domestic indusiry whose opérations have
been characterized by sustained growth in employment, plant invesiment, and
production, which produces the like or directly compeiitive products.”.

(2) The first sentence of the third paragraph of subseotion (a) o;r-auch sec-
tion 12 amended (A) by inserting ufter “dircctly competftive products,” the fol-
lowing: “or to cause or threaten serious impairment of the rate of growth of a
new domestic industry or ¢ domestic induatry whose operations have deen charac-
terized by 6 sustained growth in employment, plant investment, and production,
which produces the like or. directly competitive products,”; and (B) dy striking
out the period at.the end of such sentence and inserting in liew thereof the fol-
lowing: “or impairment.”, . . . . G e

(3) The first sentence of paragraph (1) of subsection (c):of such. section is
amended by inserting after the words “serious injury. to” the following: “or -
serious impairment of the rate of growth of”. . S

i

5

MEMOBANDUM IN EXPLANATION oF PROPOSED AMENDMENTS TO H.R. 11970

As a group these amendments are designed to accomplish the-following:

1. Baslc negotiating principles: To insure that the broad new authority dele-
gated to the President will actually be used so as to conform to principles
which now, as in the past, have been desired by Congress but have not always
been achieved in actual practice. : A

(a) True reciprocity, in which U.8. exports will be assured equivalent
customs treatment to that accorded foreign imports by the United States
{(amendmenrts 11a; 16 8, b, ¢, d, e, 17b). Co .

(b) Actual value recelved, in which U.S. concessions on each article
will be negotlated with the principat supplier of that article in the ‘world
export trade. This will reform a practice in which concessions have often
been granted in the past to countries which are not in the strongest competi-
tive position in world trade on the articles covered by the concessions, with
the result that the strongest competitors get the prime benefit 6f the con-
cessions, under our most-favored-nation rule, without msaking a reciprocal
concession to the United States for this Increased neccess to U.S, markets.
(Amendment 11b,) - ot T

(¢) Equal treatment of Japan and all other countries parties to the trade
agreement by beneficiaries of our concessions, by requiring recipients of
U.8. concessions on particular goods to admit such goods from Asia, Latin
‘America, and Africa with Hberality equivalent to that eccorded by the
United States. This will prevent European countries, for example, from
continuing to exclude low-cost goods from Asia by quotas, licenses, and
other restrictive measures, with consequent diversion of Europe’s reasonable
share of such goods into the U.8. market. This is a reform badly needed,
if the effect of concessions granted to Europe, when extended to Aslatic
countries under our r.ost-favored-nation rule, is not to channel Asia’s goods
exclusively into the U.8. market. (Amendments 11c¢, 17b.) - '

(d) Maintaining the integrity of concessions to the Common Market, in
which eliminations and reductions of duty on particular categories of goods,
based upon the condition that the United States and the European Economic
Community countries supply 80 percent of world export value of such goods,
will be withdrawn at the end of the 3-year term of United States-European
Fconomic Community trade agreements if the trade of other countries,
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"~ which receive the benefit of such concessions iinder the most-favored-nation

rule, has increased to stich an extent that the Unlted Statee ard the Euro-

" pean Bconomie Community no longer account for 80 percent of world exjort
© ', value of guch goods. (Amendment 17a.) ' '

." & Constitutional principles: To insure that the delegation to the President

of unprecédehted power over customs dutles contained in the dbill is subject to

the minimum congtitutional requirements of (1) a clear statement of principles
to guide the ] dent in the use of sich power; (2) the necessity for findings
of fact by the President that in each case in which he proposes to use the dele-
gated power tlie circtimstances actually meet the principles specified by the

Congresn; and (8) the publication of reports setting forth the facts pertineiit

to each use of delégated power, and the Prestdent’s findings of fact based thereon:

- {a) Clarification or completion of the statement of principles which are

"' to gufde the President’s use of the trade agreement power, in which—

, ' (1) the expansion of U.8. exports s made an essentlal purpose which

' ﬂustll)eebme;dl)rl each abd every use of the power (amendments 1; 2; 8a;

a; , e, d). '
(2) the necessity for U.S. commercial exports to be a sigmificant
factor 'in world trade in categories subjected to elimination of duty

: lax; ‘U%%‘J)EG trade agreement negotiations is made clear (amendments

‘ and b). - ) ) .

0 (8) the use of the delegated powers 8o as to avold causing serious
" injury to domestic industries, agriculture, and workers is required
' (hmendments 3¢, 4, 8b, and 1, 6, 7, 9, 10, 12, 18, 20, 22, 28a, 43, 84).

''(4) the minlmum acceptable basis for an exchange of concessions

with forelgn countries is specified by the Congress (amendments 11 a,

b, ¢, 164, b, ¢, ). ) ' ’ ‘

(%) Making more definite the obligation of the President to base his
use of the delegated power upon findings of fact that the purposes and
principles gpecified by Congress have been satisfled. (Amendments 1;
3c;4:;6;7;10; 11a, ¢; 12; 85.)

(o) Making more definite the requirement for public hearings at which

" Interested parties shall have the right to be heard on matters which the
Congress makes prerequisite for the Executive in using the trade agree

- ment powers. (Amendments6, 22.) :

.. . {@):Requiring reports of investigation® and findings of matters pertinent

ta the exercise of the trade agree neunis awthority to be made publlc.

(Amendments 8b. d, h; 12; 22; 36.)

3. Safeguard principles: Mo restore to the bill the traditional principle of a
selective reduction of tariffs which will avold causing or threatening serious
injury to domestic industries, agriculture. and workers. (This principle has
been at the heart of trade agreement policy from the beginning, and Congress
has developed and emphasized it in the three extensions in the 1950’s.})

(a) Replace the Tariff Commission’s prenegotiation “advice” to the
President of “economic effects” of propored eliminations or veductions of
duty, with the present peril point procedure under which the Commission
finds the extent to which duties ean be reduced without causing or threaten-
ing serious injury. (Amendments 3c¢:4:86.)

- (b) Replace the bill’'s post-trade agreement procedure of a Tariff Com-
mission inquiry to determine whether solely as a result of a concession im-
ports of an article have idled plants,. made firms unable to operate at a

. profit, and thrown workers out of johs throughout the enttre industry,
with the present escape clause procedure under which the Commission finds
whether imports due in part to past concessions are causing or threatening

" serious infury to the regment of the industry directly engaged in the pro-
duction of the like or comvetitive articles. (Amenuments 18: 20: 21: 22;
23 aand b: 24: 25 aand b: 28a.) .

(¢) Improve administration of the peril noint and escape clause pro-
cedures hy specifving criteria of injuryv which shall require sn affirmative
finding by the Tariff Commission: and liheralize the restrictive provision
of the present lnw and the bill for congressional anproval of Tariff Com-
missfon findings rejected by the President, ' (Amendments 8, 12 26: 28b.)

(d) Prevent impalrment of growth industries, with thelr emnloyment-
creating notentinl. hv excessive importa by enlarging the criterin of the
peril point ‘and es’cand claure procedure’ to provide the  President- with

findings of theke possibilities. (Amendment87.)°; = 1

3
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4, Administrative reform: To keep. the exécution of ‘the tradé agrédpibhts

program in the hands of persons knowlédgeable in domestic commérde in order
to reform the State Department’s orlentation of the program as & nonrecl rocal

adjunct to our foreign ald giveaway programs. " (Amendments ‘1 18b 1 ) '

§. Conform adjustmeut’ assistance for. firms and workets to the i
preeent law 8o a8’ to avold creating Federal standards of hnem
sistance, fnequities as between classes ‘of unemployed workers nnd -tressed
firms, and the use of worker/frm. adjustment a stahqe a8 an’ altbmamé to
tariff adjustment for industries. and workers seﬂdusiy injured by* lmpvtts.
(Amendmenta 23a ; 28a ; 28b; 30; 82; 33; 84,) .

AﬂENDMENT-BY-AMENDMENT nzscmrxo*x

1 Slnce four separate purposes are specified in seétion 102 ot the bﬂl, ohly the
first of which Is directed to expansion of our exports, the presence 6f thé words
“gny of” In section 201 would permit the Execitive to reduce or eliminate U8,
duties without specific regard to seeking an expatsion of V.8, exportc. :
amendment would prevent such a use of the powers in the biil.- nstoh
of U.8. exports would have to be included as one of the pul‘poees gui ing the
President in entering into any trade agreement whlch granted duty changes to
other countries. '

2. The power in section 202 to transfer products to the tree llst’on the solo
tea that-their existing duty protection is § percent or less, was ‘asked becitiise
administration spokésmen believed the rates to “havelittle 'of mo économic
significance” so that they could be eliminated “as a matter of convenience of
administration.” (Hearings, Ways and Means Oommttee, p 32) "rhe Ways
and Means Committee disagreed, stating in its report:-

“It {8 not your committee’s intention, in recommendmg the mnt of tMs ‘aw-
thority, to minimize the significance of rateo of duly at thta level" t Emphas!s
added.] " (H. Rept. 1818, p. 16.)

Since the premise for this power was rejected the sectlon itself should have
been stricken frém the bill by thie committee. (Such articles would, of’ course,
remain subject to the other duty reduction or climination provisions’ of the bill.)

8(a). Under the 80-percent test specified in séction 211 of the biil, U.8. dutles
could be eliminated even though the United States accounted fof ‘only a
negligible part of the 80 percent. The theory of section 211 {s that on certain
Froducts the United States and the European Beonomic Community ate each

emost suppliers so that duty elimination as between these two entities would
not principally benefit Japan or other countries. But if the United: States I8
not a significant factor in world trade on a narticular group of articles falling
in the 80-percent category, it may be because we are noncompetitive vis-a-vis
European Peonomic Community. Therefore, an elimination of duties ¢n such a
category would not benefit our exports. In the debate in the House on H.R.
11970, Chairman Mills of the Ways and Means Committee was asked about &
requirement that 23 percent of the 80 percent be accounted for by the United
States. He admitted an argument could be made for it, and sald this matter
could be studied by the Senate. (Congressional Record, June 28, 1962, p. 11148.)
The Ways and Means report stated that the commlttee expected the ‘categories
under the 80-percent test to be “to a very large extent * * * those'in which
itl;e United States exports more than it imports.” (H. Rept. 1818, 87th Cong., p.

The amendment suggested here—the requiremeit that the United States
supply at least 25 percent of the 80 percent world export value—is not as exact-
ing as the committee statement, ret it would provide certainty, which the hill
does not, that categories negotlatrd under the 80-percent test be those in which
U.S. exports are of some significance.

3(bd). The bill properly provides for the Tariff Commlission to make public its
determinations of articles falling within the categories specified by the President
for use in FBC negotiations. The bilt also permits the Commission to' modify
such determinations (and these proposals would permit further modification
tn delete articles competitive with products -of industries which would be
gerlously injured by elimination of duties). Obviously the modifirations should
be made as public as the lnmal determlnatlons. That is the purpose of th
amendment. '

3(c). The purpose of sectlon 211(b) Is to limit the effect or enmlnatfons of
duty in U.S.~BEC negotiations to those specific articles determined by the Tarift
Commission to be included in the categories selected by the President. In line

Zl}v-
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with other amendments proposed, which would restore the basle principle of
ayolding serlous Injury to domestic industry, this amendwment would require
the Commission to modify its {nitial determination of articles included in BEC
‘ negotiating categories so as to remove specific articles on which it finds that
¢}imination of dutles would cause or threaten serfous injury to domestic indus-
{ry, agriculture, or workers producing the like or competitive articles. o

3(d). The public interest {n tradeé agreement preparations and in the findings
Tequisite to use of trade agreement authority is quite evident from the many
proyisions for public hearings, p ticd, and the like. The 80-percent statistical
determination provided for in section 211 of key importance to the power of
the President to ellminate duties in negotiations with the BEC. Therefore, it is
consistent with the spirit:of the bill to make readily available to the public
baste facts upon which these determinations depend. The public cannot know
what trade statistics the Department of Commerce has “in use” so as to form
its own judgment of exposure of products to the authority of gection 211. It
could do so if the Department were required to make such statistics public.
(Of course, it now publishes U.8. export statistics, but not the more limited
forelgn statistics.) This amendment is directed to this end. )

8 (e}, (1), and (g). These amendments would require the elimination from
export value for purposes of the 80-percent test of articles donated, “sold” for
counterpart funds, or purchased for dollars with foreign ald funds, Since these
exports have npo independent commercial significance, they should not be in-
cluded in data used to determine the commercially important categories in
which the U.8.-BEC trade is so significant that mutual tariff elimination would
be expected to contribute to the exports of the affected industries of these two
entities. These amendments respond to these realities.

3(h). The Tariff Commission’s finding as to the essential facts for a deter-
mination of the categories meeting the 80-percent test, and, hence, subject to
duty elimination, is of obvious interest to the business community, as well a8
agriculture and labor. These facts are not policy, and their publication would
not inhibit the President’s freedom of action in subsequent negotiations. Hence,
this amendment would require them to be made public by the Commission when
it sends them to the President.

4 This amendment wouid remove absolutely from the authority to eliminate
duties entirely or to exceed a 50-percent cut in duties in EEC negotiations those
artlcles as to which the Tariff Commission finds that such duty change would
cause or threaten serious injury to the domestlc industry producing the like or
competitive articles. In reductions in duty not exceeding 50 percent, the Presi-
dent would retain the right he now holds of golng beyond tbe “peril point” found
by the Commission, by explaining to the Congress why he fld so. The power
to exceed a 5O-percent cut, and to eliminate duties entirely, is unprecedented in
U.S. trade agreement history. Under total elimination of dutles, the probability
of injury to an industry sensitive to import competition would appear to be certain
and defintte. The Commission’s findings that such injury would occur should,
therefore, be controlling, and this amendment would make them so by requiring
such articles to be removed from the scope of the duty elimipation authority.

5 (e), (B), (0), (d), (€), (). The uustated premise of section 213 of the
bill providing for mutual elimination of duties by the United States and the EEC
on tropical commodities is that any import restrictions which exist are likely to
be unnecessary to safeguard home production since both areas are in the tem-
perate climes. Overlooked, however, is the possibility that species of fiber,
lumber, tree nuts, vegetable oil, and the like produced in the tropics are directly
competitive with other species produced in temperate climes. It would be con-
sistent with the premise of this section of the bill to exclude from its duty-
elimination power any commodities which,the Tariff Commission finds are, in
fact, directly compelitive with articles produced in the United States. These
amendments so provide. (Such articles would, of course, remain subject to the
general b0-percent reduction in duty provision of the bill.)

8. This amendment deletes the bill's substitute for the peril point procedure,
and reinstates the procedure in present law. Since 1951, the Tariff Commission
has been required to determine the extent to which the duty on articles proposed
for tariff negotiations could be reduced withotit causing or threatening serious
injury to American industries, farmers, and workers. In lieu of this procedure,
the bill would simply call for the Presldent to be “gdvised” by the Tariff Com-
mission of the “economic effect” of reductlons or eliminations of duty.

The definition of “industry” under which the Commission now considers the
{mpact of imports on that part of the operations of the flrms producing articles

.
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competitive with the imported -articles, would be repealed by the biil.. The. .
Commission would have to consider the effect of imports on the overalt opera.:
tions of the firms in the industry, regardless of whether they are multiproduct
or multiplant producers. Further, instead of determining whether increased:
imports due in whole or in part to proposed concessions would cause or threaten
serfous injury, the Commission would be limited to considering whether imports’
resultir.g solely frem the concessions possible under the bill would cause ‘“idling
of productive facilities, inabllity to operate at a profit, and unempioyment or.
underemployment.” (H. Rept. 1818, p. 5.) ) - oo

These changes called for by the bill would, in combination, effectively prevent
thy Commission from warning in advance of negotiations against injurlous
c+snges in duty. Total disaster atu.~utable solely to'a duty change will rarely:
be foreseen. The peril point procedure was a guardrail to prevent disaster.
Amendment 6 will carry that procedure on as an essential safeguard. C o

Paragraph (2) of amendment 6 ~ould provide the Tariff Commission with &'
clear-cut set of criteria under which findings of probable import {njury would
be mandatory. The purpose of specifying these criteria is to remove an area of:
doubt or debate from the Commission’s peril point deltberations, and thub facili-:
tate its administration of the peril point procedure. The criteria will also pro-
vide more certainty to the business, agricultural, and labor communities enabling
them to evaluate more readily the position of their products vis-a-vis imports,-
and to prepare for participation in peril point public hearings aided by a cleater
understanding of controlling areas of proof. ' R SN -

7. This is a perfecting amendment to close a loophole in the provision of the.
bill which intends that the President be suppled- with the informed findingy’
of the Tariff Commission as to the foreseeable consequences of reductions or
eliminations of duty before he agrees to grant concessions to any forelgn country..
Concessions result not only from U.S. offers, but also from the requests of other'
countrles. By stating the one but not the other, the bill permits the President to
agree to concessions go requested before he has the Commission’s advice, This-
amendment would correct that situation. )

8. Other amendments propose elimination of the great majority of the adjust-
ment assistance provisions of the bill, including section 851. Deletion of the
reference to that section in section 225(a) (1) is therefore appropriate.: . - .

9. This amendment would correct an apparent anomally in the bill. The bill
gives the President authority for 5 years to reduce and eliminate duties via trade
agreement actions. Bection 225 specifies that certain items are to be reserved:
from the negotiations. But subsection (b) would require reservation of articles,
where reduced dutfes are found by the Tariff Commission Lo be injuring domestic
industries, to be so reserved only during the first 4 years of the 5-year perfod in
which the President can act. No reason was given in the House for this 1-year
hiatus. If reservation of suca articles is a valid principle, and it is, it should
apply thoroughout the 5-year period {n which the President could negotiate agree
ments. This amendment would so require.

10. This amendment would strengthen the bill from the constitutional aspect
by changing the Tariff Commission’s role in prenegotiation activity from one of
“advice” to that of “factfinding.” The Commission is a factfinding agency with
expertise in the tariff and trade area. Constitutionally there must be a procedure
where it is established as a matter of fact that particular actions the President
proposes to take in using the delegated power meet the policy guidelines speci-
fled by Congress in the legislation. Mere “advice” will not do this, but findings of
fact will; hence the amendment.

11(a), 11¢(d), and 11(¢). These amendments :pecify three cardinal prinei-
ples of trade agreement negotiation which are designed to strengthen the posi-
tion of the United States in securing value received for the concessions which it
grants in such negotiations. : :

First (11(a)), we will not grant more favorable treatment to imports from
EBQ countries than they are willing to grant our exports (subject, however, to
the right of other countries to invoke in proper circumstances provisions of trade
agreements pertaining to balance-of-payments dificulties, infant industries, and
the escape clause to correct serious injury to a home industry). Lo

Second (11(d)), we wiil negotiate new concessions with the principal supplier
of the goods covered by the concession. Under most-favored-nation rule, this
will tend to insure that the effect on our markets can be most accurately judged-
in such negotiations and, paruc?larly, that the United States can secure pag-’
ment by reciprocal concessions fom the chief beneflciary of our concessions. -
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~Third (11(0)), we wlill not open up our market more widely to all.conntries,
under our most-favored-nation rule, by granting a particular concession to a
country desiring the same unless that country admits the goods {n guestjon with.
equal freedom from all other countries which would receive the benefit of our
concesslons, ‘This will make it unnecessary for the United States to absorb an
excessive portion of Asiatic goods resulting from the more favorable tariff treat-
ment granted by the United States where Europe refuses to admit such low-cost
goods on equal terms. - ] bon : o )

11(d). Clerical change. . T ) ‘ .

12. Under present law the President must report his reasons to Congress
whenever he reduces a tariff below the “peril point” found by the Tariff Com-
mission’ (i.e,, below the level to which duties can be reduced without causing or
threatening serious injury to the domestie industry, agriculture, or workers).
The bill eliminates both peril-point findings and the related duty for informing
Congress when the. peril point is exceeded. Amendment 6 restores the peril-

point procedure, and this amendment 12 reinstates the President’s duty 1o report.

to Congress whenever he exceeds the limit on duty changes which the Commis-,
slon finds under the policies set forth in the legislation, . - . ‘ .
13 (a) and (d),.The bill provides for an interagency committee similar to
the Trade Policy Comuittee created by Executive Order 10741, The Secretary
of Commerce {s chajirman of that committee. The President advised the Ways
and Means Committee that he intends to retain the Secretary of Commerce as
chairman (H. Rept. 1818, p. 19), Yet the bill would permit some other Cabinet
officer to be named as chairman. In keeping with the statement of Chairman
Mills during debate in the House that “It is not the,intention of your commit-
tee * * * that the State Department run this show” (Congressional Record June
28, 1862, p. 11150), amendment 13b specifies that the Secretary of Commerce {s to
be the chairman of the interagency trade organization. BSince amendment 34
strikes chapter 4 of title III from the bill, the reference to that chapter in the
description of the functions of the interagency trade organization is deleted by
amendment 13a. ‘ . ‘
14. This amendment, in harmony with amendments 16a through 16e, makes
it clear that the entire procedure fer giving business, agriculture, and labor or-
ganizations the right to be heard on restrictions placed by other countries on
U.8. exporis which violate trade agreement commitments of such nations shall
not be qualified by administrative discretion. Hence, this ameundment uires
the interagency trade organization to advise the President of the results of such
a hearing without regard to whether the restrictive practices which violate our
trade agreement rights are, In the opinion of the organization, “justifiable” or

not. . . :

15. In 1958 the Ways and Means Commitiee ameanded the trade agreements
law to specify that during the course of negotiating a trade agreement the Presi-
dent “should seek information and advice with respect to such agreement from
representatives of Industry, agriculture, and labor.” The committee's report
emphasized that ‘‘competent, representdtive, and diversified opinion” should thus
be provided “in all major negotiations” stressing that the-“advice of such in-
formed persons representative of industry, agriculture, and labor” should be of
“great benefit in assuring the adoption of sound positions by the United States.”
(H. Rept. 1761, 85th Cong,, p. 6.) . -

State Department press release 642 of November 15, 1960, announced that
there would be 12 “public advisers” at Geneva and “a substantfal number of pri-
vate citizens” available at Washington as consultants “on queitions arising in
the course of the Geneva negotiations.” Apparently with the change in admin-
fatrations in early 1961 this program was not fully executed. White House press
release of March 9, 1902, sets forth a statemient by 8 of the 12 so-called public
odvisers to the U.S. delegation to the Geneva Tariff Conference, It copsisted
primarily of an endorsement of the administration’s trade bill. The member-
ship included representatives of only three industries; coal, lumber, and alumi-
num. They were obviously not competent to provide information and advice on
the chemicals, machinery, electrical goods, glassware, autos, scientific instru-
ments, clocks, metal manufacturers, wines, books, sundries, ete,, on which the
United States granted concessions. L
. This amendment makes it clear that information and advice pertaining to
their products is to be sought during the course of negotiations from representa-
tives of each particular sector of industry, agricuiture, or labor whose products
are placed into negotiations.  This conforms to the original intent of the 1958
provision, and to commonsense, If the Congress means what it says, that the

-
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President .should seek advice from industry dyring ;thg conprge-of, | ating.,
a trade agveement so as-to arrive at sound positipns, it iy ohvigualy néceessry.
that the advice be sought from industry sources with specific knowledge of the'
products bejng negotiated. The amendment {s directed to thisend,.. =~~~ .~
16 (a), (b), (0), (d), and (e). Present law, has two provisigis, which Fe-.
quire and give the President the means for actiop tq,f uptem%ﬁ&ﬂmlmﬂ%
by foreign countries of U.8, exports ; namely, sections 33 _%gd 50(a) (B) of the
Tarlff Act of 1930, as amended. Both have been a dead letter In the iaw as they’
ggg(e ﬁge)ly. if. ever, been Invoked. H.R. 11970 repeals. one,of them, bection
a I . Sl e ST T s b
Discriminations  and noutariff restrictions, agalust, U, ’,e‘xp_ol‘t!,r are Fidely,
practiced. The printed hearlngs report.of the Ways apd Meang Commlm,cq -

tains a tabulation and listing of those imposed by the Cpxx,:‘mon'_narg?t;cq&pk;iéq’,]

prepared by the executive department,.goccupying 117 pages.” A najrative de-
scription of such restrictions practiced in these and other foreign count eﬁ
against U,8. exports occuples 66 additional pages of the printed hearings,. Thé'
Ways and Means Committee adopted an amendment to the bill which requifes.

the President to act to secure the elimination of such restrictions without grait.
ing new tarlff concessions in doing so. .He is directed (as. in present law), to
withdraw the benefit of past concessions from offending countries. 'The,inter-
agency trade organization is required to hear persons with complaints, abopt
such restrictions. . Lo g S T PO
" To a great extent this provision, section 252, parallels existing law. Unfortn-
nately, the executive departmeat, which has rarely acted to counter discrinilna-
tions against our trade, was unwilling to “accept” the amendment without
qualifying words which wouid leave the matter of actlon entirely to the dfscre-,
tion of the.interagency trade organization, or the President. These amend-,
ments, 16(a) tbrough 16(e), are directed to striking oyt theseé gualifying words
and phrases so that the section sets forth clearly and unmistakally the Intention
that.we not tolerate nullification of our trade agreement rights by beneficlaries’
of our concessions. o o A . L
17(a). This amendment is keyed to the exceptional nature of the a\'l,thorﬂ{,
to eliminate dutles in negotiation with the EEC under section 211 of the bill,
This power exjsts only if the United States and the EEC account for, 80 percent
of world trade in the categories under consideration. If that factual _pre-
requlsite does not exist, the power does not. So, too, if the factu& ‘basls’ of
the authority ceases to exist after the power is used to grant concessiong to the.
EEO, the concessjons should be terminated at the, first terminal pofnt specified
in the agreement. The amendment 80 provides, . '/~ 7 ¢
17(d). Under proposed amendments 11(a) and 11(e), the United States would
grant particular concesslons only if the recipient made a commitment to admit
(1). U.8. exports, and (2) exports from other countries (such as Japan and
India) on terics no less liberal than the United States was agreeing to admit
such goods under the concession and the most-favored-nation rule. Since the
commitment is a prerequisite to the grant of a U.S. concession, the violation of
the commitment should be the occasion for withdrawing the concession, The
amendment provides for this. ‘ ‘ .
18. One of the basic purpsses of the proposed group of amendments is to re-
store the traditional safeguards which Congress has enscted into law daring the
three extenslons of the trade agreements program during the 1950’s. In har-
mony with this purpose, amendment 18 deletes the references fn H,R. 11070
which would repeal the present escape clause procedure, and the statement of’
policy which complements it. ‘ S
19. This amendment deletes & provision of the bill which would have con-.
verted pending escape clause actlops into investigations undeér the new and’
weaker criteria of the bill. Since these proposed amendments reinstate the ex-.
isting escape clause, the “carryover” provision of the bill is unnecessary: Hence,
it is deleted by this amendment. A ’ ) I
20. This amendment provides that domestle industries shall apply for tariff
adjustment under the existing escape clause procedure (sec, 7 of the Trade Agree-’
ments Extenglon Act of 1951, as amended), While firms and workdrs are perniit-
ted, as under the,bill, to apply for.gpecial adjustment assistancée under the pro-
cedures set out'in title 11X of the bill (which would be 'considerably révised by
other proposed amnendments, discussed hereatte’r{!. o : o -
21. The bill seriously weakeup the escape tiruse by requiring the increased
Imports-of, an article which cause injury to result solely from the concession
granted on that article. "This will result from the omisslon from the bill of the
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words “ln part” now in the law. This action Is inconsistent with the Ways
and Means Committee’s statement in 1958 that the Tariff Commission *“is war-
ranted in considering that, when increased imports of a product on which a con-
cesslon has been granted cause serious injury, there js sufficient evidence that
the level of the existing duty reflecting the concession contributes, in part at
-least, tosuch inereased Iniports.” Those views were valld in 1958 and are valid
today. This amendment restores the words “in part" in harmony with the
existing law.

The present law recognizes that‘ an increase of imports relative to domestic
production of an article may seriously injure an industry. This was added to
the law by the Senate Finance Committee in 1955. In a recession if produc-
tion drops, imports may remain at a constant and high level and thus injure the
domestic industry. The bill eliminates the relative increase of imports as an
acﬂonabl‘e factor. This amendment would restore that feature of present law
to the bil ’

© 22, This amendment strikes the new criteria of injury set forth in the bill
and directs the Tariff Commission in lieu thereof to proceed under the provisions
of the escape clause criteria of present law. Present law focuses the Commis-
sfon’ s fnvestigation on the particular segment of the industry, and the particular
part of the operation of the firms in the industry, directly involved in producing
the articles {1 question. Under the language of the bill, and the committee’s
remarks on the subject in 1t report (H. Rept. 1818, p. 23), the Commissfon must
consider the effect of imports of a particular artlcle on the “overall operations”
of the establishments in the industry.

1t i{s unlikely that imports of one article could have the effect which the bill
sets out as the test for relief, of bringing the multiproduct, multiestablishment
firms of an industry prodncing the article to the condition where there is idling
of productive facilities, inability to operate at a profit, and unemployment or
underemployment of workers throughout the entire industry, viewed in its broad-
est sense. The committee’s report, by requiring this combination of events, which
collectively are the hallmark of bankruptcy and economic disaster (far beyond
“gserious injury”), to be the principal test (H. Rept. 1818, p. 38) foreordains
that findings ot “Injury” will be few and far between.

23 (a) (b); and 25 (a), (b). The bill would require the Tariff Commission
in the course of an Investigation of serious injury to an industry to determine
whether sericus injury is being caused to individual firms or groups of workers,
These amendments separate these latter procedures so that the Commission will
make a determination of injury to firms or groups of workers only when they
have petitioned the Commission to do so, and not as part of an industry case.

These amendments have the effect of providing that in investigations of fm-
port injury to firms and groups of workers, increased fmports which result in
part from trade agreement concessions, and which are either actually or rela-
tively an increase, permit an afirmative finding by the Tariff Commission. These
changes are consistent with amendment 21 pertaining to investigations of injury
to domestic industries, which in turn are in accord with present law.

24. The bill specifies that the severe criteria of injury which it proposes for
industry escape clause use shall also be used in determining import injury to
firms. This amendment deletes these new factors, so that the words “serious in-
Jury” which remain would be construed in the light of the factors contained in
th«:l g;eqent escape clause law, reinstated to this bill by amendments 18, 20,
an

26 and 6 (par. (2)). There is wldespread dissatisfaction with the quality of
administration which the escape clause has received. The law itself is sound
in concept, but reform in administration 13 ngeded at both the Presidential and
Tariff Commission level. The former is addressed by amendment 28, discussed
later. The latter can be accomplished by specifying in the law with particularlty
the indicia of fnjury which when present in a case require a finding of serious
injury. Amendment 26 specifies the combination of events which identify seri-
ous import injury

Since the peril point and escape clause are based on the prospective and retro-
spective determination of the same ultimate fact, serfous injury from imports,
the amendment described above to the escape clause is also appropriate for the
peril point procedure. Amendment 8 (pat. (2)) accomplishes thls, a8 previously
explained in the discussion of that amendment.

27. Clerfcal change. !

28(a) and 28(b). Amendment 28a requires the Presldent in an Industry case
to proceed under the exlstlng egcape clause law and e]im'lnates adjustment as-

S
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sistance to individual firms.and groups of workers as alternatives to action to
regulate imports in cases in which the Tariff Commission finds a domestic in-
dustry to have been seriously injured by increased imports. These amendments
give the President the choice of approving the Commission’s recommendations
for import adjustment by withdrawing tariff concessions or imposing quotas, or,
of taking no action and explaining to Congress so that it may place the Tariff
Commission’s recommendations into effect on its own responsibility if it chooses
to do so0.

Under present law Congress may put in force a Tariff Commission recommen-
dation for withdrawal of tariff concessions or imposition of import quotas by a
two-thirds vote of each House within 60 days of a Presidential turndown. The
procedure specifled gives the resolution introduced privileged status so that it
may be brought to the floor of each House for a vote if the cognizant committees
fail to act promptly. The bill would change the procedure by (1) trequiring the
approval of a constitutional majority of each House, and (2) disecarding the
privileged status of the resolution. Amendment 28b would change the vote to
a majority of the yeas and nays (less than & constitutional majority) and retain
the privileged status of the resolution so committee in action could not frustrate
letting the Members of each House work their wiil on the recommended import
adjustment. This strengthens congressional oversight of Presidentlal action and
lls consilsteélt with the constitutional responsibility of the Congress under article

, section 8. . , )

29 (a) and (b): 31. Clerical changes.

30 and 82. These amendments are needed to make these sections consistent
with the earller amendments of the adjustment assistance provisions of the bill
which emphasize that the remedy for individual firms and groups of workers
is separate and distinct from, and not connected with or dependent upon, deter-
minations of injury to industries. .

33. This amendment eliminates the requirement for an adjustment proposal
by a firm certified for adjustment assistance, provides for priority assistance un-
der the existing Area Redevelopment Act, and eliminates the special loans and
tax rellef offered by the bill. It is the purpose of this amendment to make the
benefits of the Area Redevelopment Act available to a firm injured by lmports
under circumstances where the {ndustry of which the firm is a part had not
been affected to the extent required for a finding of injury under the escape
clause. Such a firm might be located in an area not otherwise eligible for the
benefits provided in the Area Redevelopment Act. This amendment would al-
Jow the Secretary of Commerce, upon a finding of injury to the firm by the
Tariff Commission and certification of the case to the Secretary by the Presi-
dent, to treat the location of the firm’s affected plant or plants as a redevelopment
area for the purpose of making that firm eligible for assistance under that act.

34. This amendment eliminates the special Federal standards of unemployment
compensation (both as to duration and amount) offered by the bill to workers
displaced by imports, It provides a simple procedure by which groups of workers
certifled by the President after a Tariff Commission finding of import injury to
the group, may apply to the Secretary of Labor for priority consideration of the
benefits offered by the existing Manpower Development and Training Act.

35. This amendment strengthens the bill from a constitutional point of view
by requiring the key determinations of the President putting into use the dele-
gated authority to be based on findings of fact that the conditions specified by
the Congress for such use have been met. It is not unreasonable to require the
President's findings to rest upon evidence contained in the record of the investi-
gatton which precedes his actions. The amendment 8o provides.

36. This amendment completes the requirements for publication of reports and
findings specified by the bill as prerequisites for Presidential action. The re-
quirement for publication traditionally improves the quality of the record and
the findings, and in itself strengthens the possibility that the delegated power
will be used within the limits intended by Congress.

37. The United States has a high level of “structural unemployment” and a
lagging rate of growth. If the unprecedented duty eliminations and reductions
authorized by the bill are used in such a manner as to stimulate excessive im-
ports of manufactured articles when the effect is to harm the rate of growth
of those U.S. industries with an above-average rate of growth or growth poten-
tial, the economy could be harmed out of all proportion to the volume of imports
itself. Accordingly, this amendment adds concepts to the peril point and escape
clause remedies which will (1) inform the President whenever tariff reductions
would impair or have impaired the rate of growth of innovating, employment-
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creating industtied, and (2) empower him to resérve the jyolucts of those in-
dustries from negotiations’ if fmpairment would occor:and’ fo withdraw past
CE RS

concessions if impairment has alreéady occurred. S ,
Senator Curtis. Mr. Chairman. oo o
The CraRMAN. Senator Curtis. . S N
Senator BurLer. May I say this, Mr. Stewart? I appreciats your

coming here. I think your testimony was very valuable, certainly to

me as & member of this committes, and I want to congratulate you on
is;our preparation and the manner in which you have presented it
ere. ‘ o

Mr. Stewarr. Thank you, Senator.

Senator Curris. Mr, Stewart, if the Bush amendments were
adopted, and the remainder of the bill remained as it is now written,
would the President have authority to eliminate tariffs entirely such
as the present bill ﬁtoposes? '

Mr. Stewarr. He would have three of the four grants of power
now in the bill to eliminate duties entirely, but his action would follow
& more careful screening of the probable effects, and in one important
c..se the Bush amendments Woulg remove fiom the categories on which
the President was acting those particular articles within the category
which would result in serious injury to industry, agriculture, mining,
fisheries, or labor, if the duty were lowered more than 50 percent.

The effect of the Bush amendments is that the peril point procedure
which leaves the President free to go beyond the peril point would
apply on auy reduction of duty up to 50 percent. But when the
President proposes to' go all the way with the finality of putting an
article on the free list, if the Commission found that would cause
injury that item would be removed from the Presiden*’> authority to
eliminate duties. .

The category of “power” that would be removed entirely is section
202 of the bill which would allow the President to eliminate any duty
which is 5 percent ad valorem or less. 'The only justification that has
been advanced for this authority by the administration is adminis-
trative convenience. '

I submit to you that administrative convenience is not a legitimate
or rational basis for the Congress to empower the President to elimi-
nate duties. :

If that were a valid principle, he should be allowed to eliminate all
duties, because it would be obviously less trouble to the Government if
it had not the job of collecting duties.

Senator Curris. Then is this a fair statement? The bill as it comes
to us, would permit the President to remove entirely the duties where
they are under 5 percent.

Mr. Stewart. Correct. : -

Senator Curris. The Bush amendments would say, first, they re-
store the peril point proceedings and if the Tariff Commission would
say that injury would be done or be threatened, the President could
not, remove the tariff comﬁletely, he could only éo to 50 percent !

Mr. Stewarr. That is the effect of it, Senator Curtis. . ‘

Senator Curtis. But if the Bush amendments were adopted, and
an industry failed to get a majorify of the Tariff Commission to sus-
tain their request for peril point protection, the President then would
have power to wipe out tariffs entirely. o ;

Mr. StewArT. That is correct.

<
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g 'Senthl‘ Corris: Intha‘t‘category.> caly e i ot giet I noe

: Mr., STEWART. Bitt' vécoghizing that in the best 'of administrations
mistakes can'happen, the Bush amendmeénts reinstate the escape!clausd,
define with particularity the particular class of cases in whichithe
Commission must find injury. cetel gt 1

Senator Curtis. Ithink t{ey are & decided improvement, iy
Mr. Stewarr. And they give the Congress the authority to put/the
Commission’s recommendations into effect if the Presidént chooses not
to do so, by a simple majority vote of each House on-a privileged
resolution. < - . : A P
So that Congress retains the right to correct mistakes that the
President for one reason or another will not correct, after it -has
become evident that the Tariff Commission made & mistake in not
setting a peril point, L
Senator Curtis. Now, these items that have less than 5 percent ad
valorem duties, the list has been inserted but in general in'what
categories would they fall? R ‘
Mr. Stewart. Well, those items include, first of all—they include
categories of poultry, they include some meat products, they include
a %':lod many minersls, and they include almost the majority of fishery

roducts. . : . C : o, i
P The industry that would be hurt the worst by section 202 would be
the fishery industries of the United States, and these Feople that work
in those industries, the last frontier, you might say of rugged individ-
uals who pit their talents and energy against nature without Govern-
ment subsidy, would lose the only vestige of Government recognition
that they have today if section 202 is enacted into law. . - oo

Senator Curtis. Now, again assuming the Bush amendments were
adopted and the remainder of the bill was accepted as it came to us,
would the President have authority to reduce duties beyond 50 percent
gthe.r than the category that we just talked about of which less than

Mr. Stewart. Yes, Senator Curtis he would have three founts of
power in which to eliminate duties: on industrial articles on the 80-
percent test; on all agricultural coramodities listed in Handbook 143
of the Department of Agriculture, which includes, for example, meat
products, specifically listed; and section 213 of the bill—section 212
of the bill—that contains that authority illustrates the complete lack of
balance even in the sections which would benefit the administra-
tion’s program : ‘ .

Lot

The only test that the President has to meet to eliminate duties on

meat products, for example, is a finding on his part that it would end
to maintain our exports of meat products. ‘

Now, today our exports of meat products are only little more than
one-third of our imports. ‘ s

In other words, the foreigners now in our market or in foreign
trade with our meatpacking industries have a 3-to-1 advantage on
volume of trade. How unrealistic it is to empower him to eliminate
our duties under those circumstances simply by looking at exports.

The President’s advisers are requiring him to use this great power
with blinders on. He is the man who will be politically responsible
if he injures our domestic e¢onomy. S o
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Is it fair to him for the Congress to put such a far-reaching law
in his hands and to withhold meaningful information, and to focus
his attention on only one-half and the least important half of the
picturef . :

1 say it is not.

Senator Curris. Iagree with you.

Now, the Bush amendments would give to the President the power
to go beyond 50 percent if the Tariff Commission didn’t object,
is that correct$

" Mr. Stewart. On industrial articles, agricultural commodities and
on something called tropical agricultural and forestry commodities.

Senator 15. What authority is thers to give to the President
to go beyond 50 percent under any circumstances or to wipe out all
tariffs under any circumstances?

Is there any impelling situation that——

Mr. Srewart. There are two aspects that maust be considered in
answering that question.

First, 1f we have valid peril point and escape clause procedures
it is theoretically immaterial how far the President reduces the duty
because his powers would be exercised on items that would not harm
the American economy, but from the point of view of foreign trade
relations, once we reduce our duties we have no bargaining power left
with which to cope with future foreign emergencies. It is like
setting up your business and spending all your working capital the
first v;eek or the first year: what are you going to use the following

ears 4
y Senator Curris. That is an argument to not giving him that power
even if the Tariff Commission doesn’t object

Mr. Stewarr. That is the issue. As a matter of prudence Congress
ou%h_t not to give him the power to go all the way if the Congress
feels that in the future under its constitutional responsibilities it
would want the United States to have some bargaining power left.

Now, the necessity for the hurry, I do not understand. We have
an impressive trade surplus with the Common Market. There is no
evidence as yet, and the Common Market internal duties have been
reduced 50 percent and the common wall applies against us, 50 per-
cent higher, there is no evidence as yet this has harmed our exports.

Now, if the United Kingdom does not come into the Common Mar-
ket, the 80 percent test, for example, is meaningless. How wise is it
for the Congress to enact a bill this year with a provision like the 80
percent test when it has no way of knowing whether that is the par-
ticular tool that will be needed a year from now ¢

Senator Curtis. Would you say that there might be some wisdom
on the part of Congress in dela.yin%1 anil:J departure, at least from
the present pmﬁram until we know what n;;land is going to do and
to what extent she carries the Commonwealth :

Mr. Stewarr. It would be, Senator. Section 253 of this bill
grovides that no new reduction in duty under the authority in the

ill could take effect until 1 year after the Dillon round of negotiations
becomes fully effective. -

The Dillon round was proclaimed to become effective over 2 years
beginning July 1, 1962. The Dillon round cuts will not me
fully effective until June 80, 1964. Under this bill no new reduction
in duty could take effect until a year after that, 1965.

/ ; f
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Now, why in the n: of comm s 't it be le. for
the Congress to %ferqﬁxﬁs Tegislation unt ggﬂ?m‘? I yqﬁxp S8 {E
law next year the administration will stil}. é::ve . years in’ fn 3
gﬁrepare and use that anthority whu;hi of tpel A

fore, ou, is the earliest that il take 9ﬁeqt It i s u'ratlo i)

, 1t Seens to me, in. View ‘of the Common. r devti

8

of the. provisions of the bill w1ll be meanmgless thhout the mwd

" Kingdom in the Common

. Senator Curris. Idon’t hke to take so much time, but you aie gn;in'g
some very valuable testunony here,

What is the practical effect of the delegation. of power to the P;em
dent, to raise tarifis? 1 want your answer to be not. only with the
legalistics involved: but the diplomatic aspects and getting: along with
nations. . h

In the first place, when can- we raise tariffs and what would be
situation if we reducad. the tariff, the most-favored:nation clause tool
effect and it would have more or less worldwide apphcatxon, then What,,

by Executive order, ha{)pens to the tariff ¢

Mr. S’liEWART ée wil :3,nswfez-l;l yo;x ve brleﬂy,riaxlmtor Cums. b

F;grst et us, take notice of.the act that our trading part.ners ave
not hesitated to act agamst us when in, aocot;danoe wlth our. dox})estlc
law-we ddjust duties. - oE s

When the President eiusted our" dutles on carpets and glass wluch
affected thedinterest 6f Belgium we were subject to retaha.tlon not only
by Belgium but b { the entire Common Market. -

‘MuvsGeorge Ballyin & speech which he delivered in Bonn, Germany,
mzAphlo 1962 stated that the United: States has-passively:accepted,
I amipparaphriising Mr. "Ball; passively accépted many actions by other
countries, thhdrawmg conoessxons they ‘have gmnted to us and We
have never retaliated.. :

. Letug look at our la.ws : '

* The President has the power to raise. dutles ﬁrst. of all ‘under the
escape clause. In 15 years he has exemlsed this pOWer 15 times, that
isoncea gear

“t Secondly, the President has the’ power to raise. dutles under :the

* national security pprovision of the Trade Agreements:Act which this
s

comtnittes in 1tsi sdom fa.shloned and amended hopmg that it would

bedperdtive.” -

i 95 cases the Pr&ldent, has ralsed duties or has taken wtlon in thls

case by quotas in only one case in the 7 -year hxstory of that remedy g

“'Senator CURTIS. at one wasit? - o
i er Stewart’- That wasin thecasaofpetmleum B

"+ Nowythere have been on the statute books two very eﬁectxve measures
for the President to use in counteracting discrimination against our
‘comimercs Wnd those measures have on]y en used once in’ the 30-year
hlS(‘bY'j’b‘f those provisions, ¢ -~

: Thié first, and this is a very eﬂectwe provmon, is section 338 of. the
Tariff Act "of 1930. It provides very simply that if the: ‘President

“determines that any’ country is discriminating against our commérce

he' mdy: increass our duties on' the: rproducts of ‘that country by 50
percerit ‘and ‘warn:them.. ‘He says In effect, seé here, :;you are dis-

- ¢riminating against us, I ain going to raise the duty 5 percent on

B
%
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.‘2'()}11",“ prodidets but if youi eliminaté your disctimination I «Will»i'ét“ﬁoye
That 50 peréent duty,” . T BT T
That 1s—that has never bden tised..” - Sy e e
., ‘That sanie statutd says that if the countty thit we act against does
‘ot respond then the President tiiay impose an embargo on the prod-
u‘c',so thatcountry. :-; .'lh».l‘:'“.;" : ‘-;I( e b g ) _|;i't
"Noiw, séction 838 is a potent Wespor in the hands of an Executive
‘and’ & State‘l)'epdrtmént determined to sge that commitments bene-
fiting us are honored by our trade agreement partrers, L
~"They have not had the disposition to daté to use that authority ex-
cept in one instance. That was not, section 338, ' R
. Another provisioni of our law, and'it would be repealed curiously
by H.R. 11970, is section 850(a)(5) of the Tariff Act of 1930, as
‘amended. That is a I)art of the trade agreements legislation.
_And it is a model of clarity, simplicity, and directness. Because it
is so short, I would like sjm&:ly to read it.' It says, first, that conces-
sions granted under the trade agreements program will accrue to all

‘other countriés. e e B
But then it has a proviso which states: * ' -
_Provided that the President shall as soon as practicable guspend the appiica-
tlon to articled the growth, proddct, or manufacture of any country because of

its distriminatory treatment of Ametrican commerce or beeause of other hcts -

{ncluding the operations of international cartels or policies which,: in. his
opinion, tend to defeat the purpose of this sgctlon.; TN e i
" Now, that has been in our law. since 1934 and it has been involked
once to my knowledge in the case of Australia. - #» -1 . -
- In addition to these legal measures, our trade agreements contdin a
‘provision, article XXTIT of GATT, for example, which providesthat
“if any country takes an action which nullifies the benefit of any treat-
ment that we are entitled to on our commerce to that country, we, the
United States, can withdraw the concessions that we have granted. to
that country. We must first toll them we are bothered, we'must lay
it before the contracting parties, but we have the ultimate right to
retaliate in GATT., ' R T
We have never exercised that power. SRR
This committee has a responmbility, I believe, of legislative over-
sight over the Trade Agreements Act and its operation. -  ~ .. |
ou designated the Tariff Commission in 1930 to keep informed
of discriminatory acts under section 338 and to advise the President
so the President didn’t have to rely on his own awareness of what
was going on. O : o
There was an expert body that would teli him and report to him.
It would be most interesting if this committee would inguire into
vwhethel_-bp]: not the Tariff Commission has ever discharged. that
nsibility, - , : L
say, it is of no use to set aside the laws that you enacted in other
years and to adopt new laws. There must be a determination,. I
respectfully submit, on your part to see to it that the laws which are
enacted operate. : L
You passed some very direct and clear measures to arm the Presi-
dent to_counteract discrimination and they have never been used, and
in considering this legislation you should at least be aware of the fact
that you did that, and that your injunction in that case was not hon-
ored by the Executive. :

1T
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. Senator Curtis. Well now, if,the, Congress. passes, the, bill .
what in substance as it came to.us, ingludi ;ﬁhmgs?fg mﬁ‘?%“ﬁi
tariffs beyond 50 percent, to remove an effective peril. point, and effec-
tive escape clauge and these other, provisions in exigting lsw, what
American industries, if any, will benefit, thereby®, | i ..
Mr, Stewarr. Well, Jot, me cite to.you, the words. of the Pre 1dgnt

himself, In his message to Con sonding up | td-l: Y 0
and in the speech which he mtuie before tlllllg N%tﬁﬁa,{a ( ;mm}(fiee sﬁ
Trade Policy in Washington shortly before Housb gction he said th
the industries that would benefit from this bill are those industries that
plt{ high wages, that are highly. efficient, the mass. production
mdustries. ; et e e
The study which I have included in my testimony as exhibit 6 shows
that in the period from 1954 to 1960 when presumably. we would have
had some chance to see this great contribution come f those_in-
dustries, they have contributed only about 90,000 J%ﬁﬁk the in-
dustries sensitive to import competition have lost 300, 0 workers,
This is not a very impressive performance, ., ' ..
Senator Curits. Yes; ,\yell,;f;m familiar with his generalization
there but what 1 am getting. at is there are probably. some industries
thi.ch believe that the trade agreement program will help their
usiness. D AT R I G VL TR Ty S
Among those that so contend are there any of them that Yequire
these extraordinary powers and this abandonment of safeguards in
order to get what they Want and claim theymeed? = = st .o .
Mr. Stewart. I can’t really answer that question, Senator Cuirtis.
In my own judgment, I don’t want to be in a position of speaking for
other ingii;ftries,ithey-am entitled to sgggk or themselves, I-see-no
industry that over the long run would benefit from the enactment 6f
this bill in.its present form. I think the total economy, inclidi
the export industries will benefit if the Bush amendments are adop
. Senator Curmis., It ig also true that thers will be:inj ry sustained
that will be real and measurable but not quité enough to inivoke peril
point or escape-clause protection; isn’t that right¥ ' R
Mr. Stewarr. Thatiscorrect. . . - - - i o
There are insfances in fhich individual firms closé to & seaport are
injur lay imports where the industry as a whole is not, because of
the inland transportation. ,.: ., R PP
. Senator Currs. Now, the industry as a whole might be injuréd but
in & lessor degree? - S
Mr. Srewarr. Thatiscorrect, -~ ¢ '
- Senator Currs. Than the Tariff Commission would find, . =~
What are the provisions in the.Bush amendments in rd to this
putting‘l‘)othvman%:ament and labor on relief by reason of this act? :
Mr. Stewarr. The Bush amendments, as I undetstand them and
have studied them very ,closel{ _do not eliminate the adjuSiments sec-
tion of the bill entirely, title ITf. . . - e
They do amend: title IIT so that the only thing available to an
industry that is injured is the escape c,_l_auée”l)roced_ure foi'ani adjust-
ment of duties, But in the case of individual— . ;. 7} 7
Senator Curtis. In other words, they eliminate the loans to industry.
Mr. Stewarr. They eliminate so-called adjustment assistance as an
alternative to assisting an injuted industry but the Bush amendments

3o ooy
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Jedve in' the bill a prooedure whéte individual firms and groups of
workers who are injured by imports where their industry 'as a whole
is not injured, may be assisted on a priority basis to secure the benefits
pi-ovxde& in present law, the Area’ edevenopment Act and the Man-
power Davelopment and Training Act passed by this Congress.

Senator Curfs. Now, the provisions in’the Area  Redevelopment
Act and the Mahpower Training Act ark to-a degree fedemhzed
uﬁemﬁloyment compensation systems, aren’t they? ,

Mr. Stewarr. I wouldn’t say that, Senator Curtis. - :

'As 1 read those laws and understand them, workers are not ent,ltled
to a ligher amount of payment than would be available under the
State unem&l}oyment compensation laws.

Senatot' Corris, What is the source of money?

Mr. Sreiwart. Well, it is true—

" Senator CTRTIS. Ta%e, for instance, the area redevelo ment “How
is’ unemp]oyment compensatlon gmd from that any different than
unemployment compensation paid under a State system? .

Mr. Stewart. I have a memorandum on the subject which I would
'be lad to submit for the record, Senator Curtis. : I

enator Cortis. I would ask unanimous consent to insert 1t

" The CriatrMaN. Without objection. ;

(The memorandum referred to follows:)

RAﬁoxuu: foB THE Lmrmmm OF ADJUBTMENT ASBISTANCE IN THE Tmm B
TO THE BENEFITE PROVIDED BY THE. M.mrowm DEVELOPMENT. AND TRAINING
Am‘orloez . . e

. BACKGDOUND e

The amendments to the trade bill being introduced by Senator Bush.in hls

‘own behalf and taat of other Senators would change title IIT of H.R. 11970 so
that adjustment assistance to firms and groups of workers would be Hmited to the
‘penefits provided in the Area Redevelopment Act and the Manpower Development
axid Training Act of 1962,
' Under/the Area Redevelopment Act, in addition to asslsting ﬁrms throush the
extension of loaus and technical assistance, underemployed or unemployed work-
ers of such firms could réceive occupatlonal training or retraining, 4nd’ rettaining
allowances.

The weekly retralnlng payments provided by the Area Redevelopment Act may
not exceed 16 weeks, and the amount of such payment is equal to the average
‘weekly, unemployment compensation payment in the State. The retraining pay-
ment {s not made if the retrainee is receiving unemployment compensgation while
taking retraining. It is possible, therefore, that an unemployed person could,
‘dfter receiving unemployment compensation for the full period of .time ;llowed
by the State, commence occupational training or retraining at the expiration of
that perfod, and thus receive an additional 16 weeks of paymentsin the approxi-
mate amount of the unemployment compensation payable in that State.

Under. the Manpower Development ard Training Act, unemployed persons inay
‘be givén occupational training and during such training receive payments for a
period not e¥ceeding 52 weeks. The amount of the payment cannot exceed the
Javerage weekly. uuemployment compeqsatidn dyable in the State, Persons ré-
wlﬂm,mgumuoual training may also be pald transportation and subststence
expenses when:the training is provided away from home.” The training provided
by the act lncludes on-the-job training. Trdining allowances are not payable
-while *h¢:frainee is recelving unemployment compensation, Conceivably, &
.trainee could receive unemployment compensation for the.full period permitted
by the law of the State, commence retraining lmmediately upon the expiiation of
that period, and thus receive payments equal to the unemployment compensatlon
payment for an’ addmonal 52 weeks. -

w‘,n‘ P 4 v
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T R umum N 453»' LIRS B " "‘fﬂ{' 'll“i."

‘1. 'I‘be purpose sectlofl of the Manpowet Development: and 'rialnmé Kt sum.
thnt the Congress finds that the skills of many persins hawbe(izn
by dislocations in the economy arising from autommation, gre eompeut Oy :re<
location of industry, etc. Thus, Congress specifically had in mmd ju e haptin&
that act the situation of workers who were made uanemployéd by p&rté Bifiee .
this ‘was part of the speéific corigressional purpose, it is anomalous, to' say the
least, for Congress to provide a completely lndepepdent et of rétraining, benem
in H.R. 11970, the trade bill.

2. Actually, the benefits provided nnder the Manpower Develop:hent Act \vuuld :
appear under some circumstances to he more generous, so far as dqhtlon g von-
cerned, than those permissii;le under titis XIII of the trade bill. ' (The full period
of unempl)oyment compensation plus 52 weeks, versus a total of 76 weekq in the
trade bill

3. The principal difference between the benefits provideqd in the Area Rede-
velopment Act gnd the Manpower Development and Training Act, on the one
hand, and title IIT of the trade bill, on the other, iz the Federal level of com-
pensation payments provided in the latter. This would be equal to 65 percent
of the worker's average weekly wage, or of the average weekly. Jnanufacturing
wage in the Nation, whichever is less, compared with the ﬁeragé Tpenployment
compensation payment permissible fn the State under thg Area Redeve'lopment
Act and Manpower Development and Training Act. Thus, the weekly payments
under the trade bill would be greater than the weekly payments under the other
acts.

4. Beeause of the multiproduct, multiplai * character of many' mdustrlnl nrms,
it would not be uncommon for workers ir the same community to be unemployed.
and eligible for training as a result of imports, on the one hand, and the other.
economic developmants, on the other.. Both sets of workers could be undergbing
retraining in the same retraining facility. For one set to receive bigher.retrain- '
ing Lenefits than the other when they hoth had been employed by the same com-
pany, lived in the same community, and were accepting retraining under the
sgme prl?kgrxm, would be inequitable and 1imposstble to explain satufnccomy‘ to
the workers.

5. It is no answer to say that there is a Federal responsibillty for unemploy-
ment- caused: by imports which justifies the higher payment. As the legislative
history of the Manpower Development and Training Act makes clear, Federal
responsibility for retraining the unemployed was accepted in the Employment Act
of 1946. The Manpower Develapment and Training Act was recognized by the
Congress explicitly as activn by the Federal Government to meet its respon-
sibilities under the Employment Act of 1946. Hence, the schedule of payments
and benefits in the Manpower Development and Training Act are as Federal in
nature as those proposed to be set up by the trade bHl.

6. Where this Congress has knowingly enacted a program of retraining benefits
specifically to meet the needs of workers underemployed or unemployed as a re-
sult of foreign competition, it is bafling, contradictory, and inconsistent for the
very same Congress to enact new legisiation in the very same year. = Particularly,
it would be incongruous for title ITI to be enacted before the machinery created
in the Manpower Development and Training Act, to say nothing of the Area
Redevelopment Act, was given an opportunity to operate. The Congress has no
experience upon which to judge the success or fajlure of the Manpower Develop-
ment and Training Act in meeting . the problems of, persons unemployed as a
result of import competition.

Senator Curris. But in briéf, our State system is pald entlrely by a
tax levied by the State. '

Mr. Stewarr. That is correct.

Senator Curtis. Whereas in most of the St.ates it is from thg em-
ployer only. : . .

Mr. Stewarr. That is correct. :

Senator Curris. In the area redovelopment does the Federal Gov-.
ernnient supply any of the funds<?

Mr. STewarT. Yes, it does, Senator Curtis, and I see your point.
To the extent that in those iaws the Federal Government reimburses

PR
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the State for payments that are mdde when the State acts as the agent
of:the Fede overnment in carrii;lg out the benefit of thoss acts, it
i8, you might say,a Federal typeof benefit. . - . S
“"Howevgr, 1 rest'iny position on'thé fact that the Congress enacted
the Area Redevelopment Act. . . .. o T
Senator CorTis. I understand ; I.am not quarreling with you, but I
want to get the regord clear. « ~ = ¢ - ) S
. .Iamnot sure that I understand your answer yet. R
Mr, Stewarr. In. the sense that'the State after paying them is
reimbursed by the Federal Treasury, they do come from the Federal
'[\rea‘s“fy.v:r . F E T A I . . [,
~Senator Cyrtis. They come entirely—— = '@
. "Mr, Stewart, But the amount paid .to the worker cannot exceed
the amount; paid.the worker under the State unemployment program.
“Sénator %r;g%dﬂefis paid according to State standards. + =

"Mr. STEW, ‘ i . o o
- Senator, . But yltimately with Federal money, ... .
-, Mr. StewARrT.  There is some Federal reimbursemsnt ; yes, air.

" ‘Senator BurLer. The State is the agent of the Federal Government.

: r-Sngm- That is corpect., . .. ey

ﬁa%:en?tog or118. Some of .it. . How.much? Do they pay all of it,
of 168 1 Ay et a0 L . N

+Mr: Stewagt. I don’t know, Senator Curtis,' .

- {

ot

Act and the Area Redevelopment Area Act, quite similar? =
o:Mr: Stewart. The Manpower Development and Training Act pro-
vides for a longer period of benefits to workers that are in a training
stage than are provided under the Area Redevelopment Act.

- ‘Senator Curris. And.longer than is available under the State planf

Mr. StewarT. In some instances it may. be longer, Senator.

© Senator Curris. And does some of the money come from the Fed-
éral Government? . v o

. Mr. STEWART. Yeg that is correct, . L

Senator Curris. So what the Bush amendments do is to recognize

81oese tw% acts as the law of the land -and the previous action of
~ Mr. STEWART. Thatisrifht. L Lo N
" Senator Curtis. Well, I disagree with both, but I don’ mean to
criticize, to be critical.- You have mdde a very important and sig-
nificant contribution to our problem. -~ - -~ "¢ S
. Mr, Stewagr. Senator Curtis, the important point about the Man-
power Development and Trammg Act is that in the legislative history,
indeed, in the purpose section o ’thelclag itself, dealing with the un-
employmient consequences of forei petition is one of the specific

urposes of that act. It would be anomalous, to gay the least, for
Eqn ress haying so lately passed that as a remedy, a retraining remedy
for the consequences of import injury, now to take up & fresh piece
of legislation as though that were not on the books. If that was
sound legislation it deserves a trial. If‘it-wa$ not sound legislation
it deserves to be repealed. P

| Sénator Copus, Ave th two progeais, the Mynpawer Retraining

B E T VAT
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Senator Curtis, I would agree with the latter. o _

I won’t take any more time but I do want to thank you for your
contribution here. It scems to me that the x‘oH)onents of this whole
area of trade agreements must either decide that the program has
been a success in the past or it hasn’t. ’ o

If it hasn’t been a success it ought to be reappraised. If it has been
a success they have failed to show, I believe, a need for this extraor-
dinary abandonment of power. : ,

It is not a delegation of power. If the Congress delegates power
and then sets up some guidelines and has the arm of the Congress,
the Tariff Commission,%:ave a part in-jt, that could be described as
a delegation of power. But this is just an abandonment of power
without restrictions, as I see it. ' S

That is all, Mr. Chairman. . , o

Senator BurLer. Mr. Chairman, I have noted page 3 of the bill as
submitted by Mr. Stewart, embodying the Bush amendments. The
point that I'made doesn’t seem to be coypred, Mr. Stewart, and I will
talk to Senator Bush about. it and see if we can get some language
to cover it. Even under the Bush amendments the President can make
a concession without hearing from the Tariff Commission.

Mr. Stewart. He may not do so until 6 months have elapsed.

Senator Butrer. That is right. , o

Mr. Stewarr. Yes, sir.  If the Commission doe$ not——- .

Senator BrrLer, The Tariff Commission could be very busy or for
some reason or other not make a report, and in that case the President
could go ahead and make the concession without’ever hearing from
the Tariff Commission at all. . o o '

Mr. Srewarr. The Commission takes these responsibilities ve
seriously, Senator Butler, and does regard itself as a legislative alci)j
junct. ' o o : C

Senator BurLer. I appreciate that, but the burden of work under
this particular act may be so great that it would be physically im-
possible for them to get to the work. I don’t know how many appli-
cations will be pending at once.* It all depends on the number of
items the President will certify and it is possible to certify items in
priority position and to put one in so that it would be impossible for
the Tariff Commission to pass on it.

Mr. Stewart. Considering the President’s power of appointment of
the Tariff Commissioners I would consider it unlikely that the Tariff
Commission would take more than 6 months, g

Senator BurLer. That is the position of the administration as
expressed by Secretary Hodges. They have no fear that the Tariff
Commission will not respond to its duty.

The Crairaman. Senator Talmadge :

Senator Taryapce. Mr. Stewart, I want to compliment you on
making one of the most articulate, congistent, and effective state-
ments that I have heard before this committee since I have had the
pleasure to serve on the Finance Committee. ’ o

As I understand your testimony, you feel that the President does
need additional power to negotiate with the Common Market but that
it must have adequate safeguards, is that a correct appraisal and
summary ¢ _— )

Mr. StEwART. Yes, sir,
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_ Senator Tatmapce, T'Wwant' k6 ‘ask’ you ‘about this most:favoréd-
nation corcept. As T understand it, whatever trade agreement twe
make with the Comimon Market that same agreement would be avail-

able to' the entire world except for certhiin Communist ‘countries, is

thatnot correct? =~ . ] o
Mr. Stewakr. That is correct, Senator Talmadgs, and if T may say

80, thése of us in the hongovernmental world hive been extremely con-:

cerned by a remark which Secretary, Under Secretary Ball, made'in a
'I;\éz’press c¢onference, a broadcast over Radio Free Berlin on July' 5,
. He'was asked about East-West trade, and I have the transeript of
hisrémarks and he'stated, and I am quoting: ' o

I would hope that arrangements can be found primarily through the reduc-
tion of trade barriers on a universal basis that can make it possible for these
countries to enjoy & considerable amount of trade with the free Western World.

-Now, Under Secretary Ball, in his task force report on foreign éco-
nomic m]ic¥, given to the President before the inauguration, ad-
vocates, as I understand the report, that we free ourselves of this
curious notion that there should be some restrictions on East-West
trade, and as I understand remarks that he has made on the public
record he is in favor of Yugoslavia and Poland, for example, at this
time having the. benefit of our concéssions under the most-favored-
nation ﬁ)ri,nciple. , _ S o

So that as s qualification to your statement, while the law at pres-
ent, as I understand. it, gives the benefit of our trade concessions to
every free world country, the administrations in the past havé been
able to look at Communist countries as part of the free world and if
Mr. Ball’s statement over Radio Free Berlin is any indication, he may
intend to broaden that concept. ' :

Senator TaLmapge. All right, let's pursue this thing a little and
take some examples. Suppose we make an agreement with the Common
Market countries of Europe. By that ent 'we would also give
those same trade advantages, for example, to Japan, would we not?

Mr. Stewarr. Yes, sir. :

Senator TaLmapge. Would the Common Market makes the same
trade advantages available to Japan?

Mr. STewarT. Not necessarily, Senator. A number of countries of

Western Eurtjpe have withheld the benefit of most-favored-nation
treatment to Japan under Article XXX of the General Agreement
on Tariffs and Trade. oo ,

Senator TaLmapoe, Then under those conditions our agreement
would be unilateral and not bilateral in nature, would it not?¢

Mr. Stewarr. Unilateral in' the sense we would be the only ones
living up to most-favored-nation rule, - - T

Senator TALMADGE. Alln%h ‘

Now, suppose we made t
countries and they might not necessarily make the same trade ad-
vantages available to Japan. Would Japap make the same trade ad-
vantages available to us or the Common Market? . =~ .. '~

Mr. Stewart. Japan hag had probably as restrictive an apparatus
of import regulation as any country of the free world. Japan has
apnroached the problem by annuany setting a budget, the amount
of funds that could be used to pay for imports, S

_/‘ s
st

he agreement with the Common Market’
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. Then within that budget licenseg were granted, It has b dm-
possible, for example, to get a large v,olumeg:;} snch articleg mm-
wfaal glgaxigttes, American automobiles and the like into Ji apan hecatise
of this policy. - ‘ . Ly

Whereas we have granted concessions on oyr industrial produgts to
Europe to persuade Europe to, open up its markets for Japan, we
have been requited by Eurgpe reneging on that commitment -and
Japan being very restrictive with this procedure that I describe, We
give and give and receive very little. o Cle

_ Senator TaLmapae. What advantages, if any, do we get from this
most-favored-nation principle? . . . A R

Mr. Stewart. There are some nations of the world which honor

the )i)mrinciple and we do get the benefit of their concessions granted

to other countries. . o ‘ .
| Sen‘g.tgr Tapaavee. How many honor it and how many do -not
onor it¢ - N s

Mr. Stewart. I have not made a count, Senator, I would not hazard
aguesson that. - . : o

Senator Tarmange. Do these amendments which have been pro-
posed by Senator Bush offer effective remedies to insure if we do
a§rea to the most-favored-nation principle that other countries must,
of necessity in turn gvg us the same treatment ¢ R B

Mr. Stewarr.. Yés, Senator Talmadge, they do, and before saying
anything further on that, let me say that if you would pick up
volume 1 of the printed hearing of the Ways and Means Coviiittee
on this bill, on the trade bill, you would find a table consisting, as I
recall, of about 118 pages, tabulating the restrictions that are imposed
on varioys countries of the world, nontariff restrictions of various
sorts against our commerce. There is in addition in that volume a
description by words, not a table, of such restrictions which takes
about 66 pages, as I recall, to set forth. ¥

Just a glance at those pages and that table would persua%e you
that the most-favored-nation principle is more honored in the reach
than in the observance. 4

Now, in regard to the Bush amendments, on page 3 of the form of
the bill as amended which I have presented here to ay, which Senator
Bush had introduced in the Congressional Record when he introduced
the amendments, you will find amendments 11(a}, 11(b), and 11(¢c).
The effect of those numbered amendments which would put a new
section 226 in the bill is simply this:

“We won’t grant any further reductions in duty to Europe unless
Europe agrees to give the same treatment they ask of us to the Asiatic
countries,” o ‘ 4 '

Senator TaLmance. What is the enforcement agency of this most-
favored-nation principle? ’ .

Mr. Stewarr. Up until the g)msent time it has been section 350
(a) (5) of the Turiff Act of 1930, that is a provision of the present
trade agreements law, . _

As T explained earlier that has only been invoked once in 28 years
history of the legislation. The enforcement agency is also the Tariff
Commission and the President cooperating under section 338 of the
Tariff Act of 1980, which prpvision, so far as I am able to ascertain,
has never been invoked. ‘
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“‘Seiiator TAaLmMaveE. In other words, theé 'P:e_sidént has the power
sdequaté to enforee it but your statement is that heretofore it has not
been énforced but rather it has been breached.. o
Mr. Stewart. Correct. ‘ I
-+ Senator TALmADcE, What does GATT have, to.do with this most-
favored-nation princirle if apything. = 7' ‘ o
Mr, Stewart. Well, éA’l‘T is. 4 _multiliteral trade agreement in
which we and about 41 other countries are members. =~ - oo
These countries together are sgp;}osed»to count certainly for 85 per-
cent or more of the world trade. It is a cardinal principle of GATT
that the most-favored-nation treatment be exténded to all the signa-
tories of GATT, and GA'TT has machinery to‘enforce that in article
X XITI, so that if any country entitled to most-favored-nation benefit
of concessions does not recelve it, it can set a procedurs in motion
looking toward retaliation unless the offending’ country gets in line.
. So far as I am aware that procedure has been very seldom, if at all,
invoked by the United States. - P T
Senator TarLmapce, You would agr then, that, the most-favored-
nation principle ought to be preserved with adequate enforcement
standards is.that%o,ufjﬁew?‘, L P
- Mt. Stewart. That ismy t_estiggog}y. o .‘
If our principle is as it should be, the strerigthening of economic

relations in the fres world, if we say that and mean it and we mean it

‘when' we say it, we should by all means use our ower to make the
most-favored-nation principle work on the, part of other countries. "
' Senator TaLamance. I would certainly agrée with that. T can't un-
‘derstand why we would give the benefits of an agreement we ‘might
rnake with one nation or a group of nations to the entire world and
't}}lien‘not,‘insist on their giving us the same agreements that we ‘gave
them, ‘ S
T do not see.what we would gain on any unilateral basis of that na-
ture unless we insisted that other countries who received the benefits
thereof give us the benefits, also. : R

Mr. STEWART. Senator, this is particularly harmful to the interests
of agriculture in your great State and the States of other members
of thiscommittee. .~ . . e ‘ »

If you would pick up a copy of the report of the contracting par-
ties to the General Agreement on Ta‘rigs and Trade, gublished in
Geneva in 1962 entitled “Trade in Agricultural Products”, and if you
would turn, as I have turned, to page 25 of that report, you would
read:. : : T - '

There has been extensive resort to the use of nontariff devices, whether or not
fn conformity with the General Agreement, which, in many cases, has impaired or
nullified tariff concessions or other benefits which agricultural exporting ¢oun-
tries expect to receive from the General Agreement. Hence, the Comimittee
concluded that the balance which countries consider they had a right to recelve
under the General Agreement has been distarbed. These developments are of
such a character and elther they have weakened or threatened to weaken the
operation of the General Agreement as an instrument for the promotion of
mutually advantageous trade. - o

Senator Tarmance. Tam well aware of that since we have made the
agrelement with the Common Market, they have raised the tariff on

ultry. ' L

Our State produces more poultry than any other State in the Uhion,
and they are having great problems with it at the moment.

!

Ki
/
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Butﬁtmthe edy? : useY ull

, 8ir, on. poultry, 1t is. tha posmpn of the U.S.
}Govgrnment, as; expressed by its official delegate at-the 19th. session
of the CQntnu;tmg parties to GATT, that yariable import.levies such
as are T&:‘ now on poultry are contrary to the meaning; the
intent of (§A I£ this is true, and they. said lt thenWe have the
right to retaliate under artiole XXITFof GATT. - 7 i,
- "Are we. retaliating? Are we preparing to use our poWer to mlmmlze
those restrictions? peid.

No. Instead, this administration comes before this comtmttee* and
wants to. give away more concessions to pay tha Cominon Market:
give us something that we have paid for once;and are how prepare
to pay for over and over again. syl rend

- If you buy,a car, and the seller takes it away,.and you h&ve 0 pay
for it again, and you tolerate.that procedure, there,is no limit:to-the
number; of. times, that you will. be.called. upon to,pay over, and aver
again for that article, and this is exactly the position: ofxtbis adminis-
trs;tlon w1,th referenoe to the Common rket’s ¢oramon: agrmult;ﬁral
poucy ST I S T TIRR T o T P )

I say that more benefit for our exports, more benefit: £of aur: farm
economy would result if we had no trade agregments extensign-bat a
mmgﬂe widirecting the President for, 2 years tawsethnmhonty ‘that

as un er section 338, under section 350(a) ()5 andinnder article
.XXIII of GATT: to uounberact dlsprmunatlon apainst- pur-exports
and then. to come, back to the Congress, come ack,(to this gommittee
and report, on the. results, and_what new legislation.is,needed, .’ 1n.;
. 'Why should we, having paid for. access to.these; magkets, now. tol-
erate. Wtﬂg‘amwal of that access and repare to. pa¥ fon it aver again?

enatorTALMAch T understand then that you ee] phat.t.lw remedy
is enforcement of existing law. . . >

Mr. Stewart, That is correct. o ‘n:n: Con '

Senator TaLaance. Thatisall, thank you. e

Thark you, Mr. Chairman. ‘ ' ‘

The, CHarmaN. Thank you, Mr. Stewart for maklng a very in-
teresting and informative statement. ' - :

I have just one question I want to ask

Secretary Hodges testified that he had no mbentlon, and the admm
istration had no intention of asking to be admitted to the Common
Market either now or any time in the futuré, °

Would it be your ju %ment that if the legislation thet is now before
us is enacted  and othe eﬁlslatlon probably alon%the same lines later
on, would it then be possible for us to stay out of the Common Market

Mr. Stewarr. In'the long term, it is my judgment that'it wbuld not
be possible for us to stay out of the Common Market. - i

he CHAIRMAN. That is my belief.

‘Secretary Hodges said we would not enter the Common Market,, but
we wouldr{a.ve a partnership with the:Common. Market. . I confess
I am unable to understand exactly what the “partnership” means.

. Now, in regard to GATT, as I understand it, we have made treaties
with 40-0dd nations, and those trveaties oontmue as long asit is mutu-
ally agreeable to both parties.

Mr. S'mwm'r That is correet.
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The CHARMAN. But should we cancel the treaty with one of the 40
nations without the consent of that nation, then 1t is possible for all
the treaties to be canceled. GATT has the power then to say to us:
“If you cancel one treaty with a certain nation against the wishes
of that nation, then they have the power to cancel all the treaties
within the GATT agreements.”

Mr. Stewart. I would ' with your statement with one amend-
ment, Mr. Chairman, and that is to substitute the word “concession”
for “treat?:.”

If another country abrogates the benefit they extended to us for a
particular article which is in tariff treatment called a concession we
have the right under GATT to retaliate by withdrawing concessions
from them,

That action does not put an end to the trade agreement. Woe still
are parties to an agreement, but we each have exercised the rights
which the agreement intends that we have and intends that we ex-
ercise in the premises.

The CrAlIrRMAN. The ultimate purpose of the Common Market, as I
understand it, is to have no tariffs between the member nations in the
Common Market.

Mr. Stewart. That is correct,complete free trade.

The Crarman. That will not be done immediately. It would be
over g period ‘of time.

Mr. Stewart. That is correct. The timetable has been moved up
a little bit, but by 1970 they will have complete free trade, but it is
noticeable that even the Treaty of Rome and the regulations for agri-
cultural commodities issued by Common Market ministers have escape
clauses, so if the agricultural economy or the industry producing agri-
cultural products, canned goods, frozen foods, and the like, is in-
jured by this free trade policy there can be a withdrawal and the crea-
tion of some protection for that particular segment of the economy.

But your question is fundamental, sir. The Common Market treaty
itself is our best evidence that the only condition under which com-
plete free trade is possible, is where there is a movement toward ulti-
mate political union, where you have common wage standards, a com-
non immigration policy, common antitrust laws, and other common
economic and fiscal policies.

It is not possible under any other conditions.

The vice of thi', bill is that we are looking at one narrow aspect of
our total economic relations with other countries, and we are work-
ing on that as though everything else would automatically adjust
itself, and it won’t,

The Cuarrman. Then you think that this bill, if enacted, is per-
haps a first step toward the entrance eventually into the Common
Market ?

Mr, StewarT. In my mind, there is no question about it, and I
think there is some, I think there must be some recognition in the
minds of some people in the administration that what this biil will
accomplish with its peculiar authority, is to supply the quu%{pro quo
which will allow the Common Market to take in the United Kingdom
and allow us to compensate the United Kingdom by -taking into this
country under free trade the agricultural commodities produced by
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the Commonwealth countries that cannot get into Europe and that this -
is a beginning step toward an ultimate Atlantic Union, ‘

Senator BoTLErR: Mr, Chairman, will you yield at that point?

The CnAmrMAN. I ’i:ield. .

Senator Butrer. Talking of an Atlantic Union, do you feel that
this is a step toward uitimate world goverument§ o

Mr. StewarT. Mr. Chairman and Senator Butler, I have prepared
a memorandum which I would like to insert in the mcorg, and I
would lika to accompany it and make available to the committee, and
if in the committee’s wisdom it should be printed in the record, to
have you print the task force report headed by Mr. George Ball, sub-
mitted to the President prior to inauguration, L

If you examine this report you will find, which was prepared in the
winter of 1960, that the outline of the necessary legislation to lead
to a strengthening of the free world as one happy family is & re-
markable blueprint for the bill before you that the motivation for this
legislation is not the reasons that have been advanced to you by the
administration, the balance-of-payments problem and the Common
Market problem, but a definite desire to move in the direction of one
world, at least I so read the document. I would like to submit for
the record a memorandum entitled “Adjustment Assistance,” and a
document entitled on the first page, “Part 1, Modernizing our For-
eign Economic Policy,” which I do believe to be the text of the Ball
task force report.

The Cuamrman. Without objection.

Senator ButLer., Mr. Chairman, may I request that that be printed ?

The CHAIRMAN. Yes. -

(The documents referred to follow :)

ADJUBTMENT ASSISTANCE

Section 237 (e) : The escape clause of existing law is repealed by this section.
Sections 301 and 351 of the bill raise up in its place a new concept in which
injury is not to be avoided or corrected by import regulation, but cared vor by
Federal loans, grants, and extraordinary unemployment and retraining benefits.

This new approach was outlined by Mr. Ball in his preinaugural task force
report to the President. His objective was not the growth of the U.8. economy
but sustained economic growth within the industrial economy of the West. This
design was to be possible only if trade is not hampered by artificlal restrictions
or protectionist devices. He declared the trade agreements program to be bank-
rupt and encrusted with restrictive devices through repeated legislative struggles.

“The obsolescence of our trade agreements mechanism rests also in the ‘no in-
jury doectrine,’ which is embedded in the present legislation,” “he Ball report said.
The escape clause in its present form threatens the stability of our trade agree-
ment commitments by permitting the unilateral reversal of reductions previously
made.

The Ball report referred to the recognition “that the transition from a system
of individually protected national markets to a system of free trade will neces-
sarlly require structural changes in the economies of the member countries.” The
objective of “bringing about a high level of multilateral trade and the host effi-
clent utilization of fiee world resources” requires, in the opinion of the task
force, “Government mechanisms to cushion trade readjustments within our own
economy.” Structural changes “resulting from tariff reductions” were declared
to be “an inevitable consequence of a major reduction in barriers to the nocrmal
flow of trade.” ’ '

The task force report stated : o

“Over the past decade, as Presidential authority to negotlate trade agreements
has been extended periodically, the peril point and escape clause provisions have
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been increasingly tlghtened to make them more effective as devices for protecting
domestic industry.”? :

The Ball group felt that this natlonal policy was inconsistent with the best
interests of the “free worli.” The report states: ¢

“The tasks force is of the strong opinion that the ‘no serlous ‘injury’ doctrine
shotld be' subsiantially nbandoned. The United States should recognize fully
that t{he liberalization of trade esgential to a prosperous free world will require
that tariffs be rednced:to the pojnt where it will be necessary to accept-some
temx;gars; and Iocal injury to certain American firms, industries, and com-
mur {ties.”

© Thws is revealed the genesis of the main outline of the bill now before the
Senats Finance Committee. Drastic tariff reductions with foreseen injury to
American firms, industries, and communities is the design, and H.R. 11970 faith-
fully hews {0 that concept. -

Having set the “free world-free trade” design, the taskK force had lttle diffi-
culty disposing of the escape clause. Its report stated:

“The present escape clause, which should be completely recast, has two major
deficlencles: First, it is triggered not by the impact of imports on an entire
multiproduct mdustry but by the effect on an individual product, even though
the industry as a whole may be prosperous. Second, it is based on a static
concept since it can result In a tariff increase even though the labor and capital
resources of the industry concerned can easily be shifted to the production of
other types of goods,

“The task force recommends that the escape clause provision be revised go
that it will be operative (1) where there is a finding that an entire industry is
adversely affected by increased imports resulting from a tariff cut, and (ii)
where there is a finding that an adjustment to the impact of imports cannot
readily be made.”

Adjustment assistance was to be the rule; tariff relief the exception. The
task force reported:

“Under certain circumstances the President might determine that, notwithstand-
ing adjustment assistance, producers and workers in the industry were being dis-
placed from their current activities faster than they could be absorbed in alter-
native employment. In that event—but only in that event—he would be re-
quired to grant relief by increasing tariffs.

“Such relief would, however, be of limited duration, * * *”

It is plain that the adjustment assistance provisions and the substitution of
the procedures of sections 301 and 351 for the escape clause are not geared to the
requirements of the U.S. economy, or our national needs. Rather, they rep-
resent measures to implement a free trade program for the free world in which
U.S. firms, industries, and communities will be intentionally sacrificed.

The Ball task force recommendations have never received congressional
scrutiny or approval. They should not be allowed to become national policy
by default. They should have been presented here as the real basis for the
trade bill, and not the balance of payments deficit and the ERC protectionist
moves which have been made to serve as the cutting edge of the proponents’
arguments before the committee.

Section 257¢ should be amended to delete reference to the escape clause pro-
visions [§ 6 and 7).

#

ParT 1. MODERNIZIRG OUR FOREIGN ECoNOMIC PoLIOY

1. THE OBJECTIVES OF FORETGN ECONOMIO POLICY

A. In conducting an effective foreign policy in the 1960’s the United States
must employ all its available resources—political, soclal, cultural, and eco-
nomic—to achleve its central objectives. This objective simply stated, it is pre-
serve and develop the security, freedom, and prosperity of the United States
within a strong free world.

B. The task force belleves that foreign economic pollcy can be most effectively
used to serve our forelgn policy objective if it 1s directed at establishing an open

1 The “increased effectiveness” referred to is not um)aunt from the record. Forty-one
cases hnve beén referred to the Prel!dent by the Tar! Commiu!o recommending escape
action in the 15-year history of the escape clause. t has upfrov L escape
acﬂon only 15 times, an average of once a year. U. B 'l‘n Commlnlon, nveltintlonl
Under the ‘Eacape Clause of Trade Agreements,” July 1962, table 1.

- {
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and competitive free world economy in which tiia forces of e¢conomic growth .
will have full play., Oaly in such 4 world can w¢ hopé to bring about theé
&m;stl emaelit use of our resources and mamtam maximpm rates of growth and
evelopmen -
"G he Unlted States should endeavor to lead the fioe world eponomy toward

throug lntemal growth sod trade the econ-
omiéa mdﬂsfrlaﬂled(?o nereaecd
ces and markets requlred to sus(ain an adequate :

level of economif:yékom for the underdeveloped countri
3. Supporting an adequate common defense against mﬂltaxy and economlc
aggression on the part of the Communist bloe,: - -
.D, Thls formyiation involves three sets of relationships for ﬂle United Bmtes
;- - 1. With other free.world industrialized natlons. PR
2. ‘With less-developed areas. : . .
3. With the Commnnlat blec. :

II- PBOBLEKS AND PUWES IN OUB IOONOMIG “LATIONB

A. Relations wim the mduslrialized couniries ‘

1. The U.S. balance of payments deficit.—(a) The most. pressing problem !.n
our relations with the other industrialized countries arises from the persistence
and magnitude of the U.S. balance of payments deficit. The task force on
the Balance of Payments concluded that this deficit has resuited principally from
the f&lute of other major industrialized powers to pursue adequate policies ot
grow

(b) It is a matter of urgency, therefore, that we persuade tho prlnclpal mem-
bers of the free world industrial economy to concert their policies with ours in
the interest of domestic economic growth and the expansion of world trade
and investment. As part of this effort they must bs persuaded to undertake
larger contributlons to the common defense, to assist in the economic develop-
ment of the underdeveloped countries, and to develop a freer and inore open
system of international trade and finance.

2. Division in Europe—Another significant problem in our relauona with the
other industrialized countries of the free world is the divisive effect of two
competing trade blocs in Europe—the European Economic Commaunity (the
Common Market) and the European Free Trade Association. Within the con-
text of & common commitment to policies of growth, the United States must lead
in countering the divisive forces in these alinements by bringing about a general
liberalization of trade. -

8. Liberalizing trade in the total free world industrial eoonomy.—Central to
our relations with the other industrialized nations is the need to eliminate ob-
structions to the free fiow of goods within the total industrial and agricultural
economy. At the same time the Western countries must take steps to accommo-
date expanding exports from lower wage areas such as Japan. This again, will
require a cooperative effort if all the industrialized nations are to accept their
share of such imports.

B. Relations with the less developed areas

1. Drive toward nationalism.—(a) The intensive drive toward nationalism
in the less developed areas confronts us with a shift in the world balance of
power.

() Most of the less deveicned countries lack the institutions and skills re-
quired to maintain even rudimentary governments or to meet the political, soclal,
and economic aspirations of their people.

(0) The urgent task of the industrialized countries is to direct this drive to-
ward nationalism into constructive channels by assisting In providing the less
developed countries with the necessary economic and technical resources. The
obligation of Western leadership is to gulde the less developed countries toward
sustained growth. We cdnnot succeed if we extend aid principally for matin-
tenance of the status quo.

2. Providing markets for the underdeveloped qgreas ——(a) Long-range pro-
grams for the development of these areas should not be limited to the furnish-
ing of financial and technical assistance. The industrialized countries must
also t&ndertake to provlde markets for the producte of the underdeveloped
coun

(b? The commodities which the less developed nations bave to trade—pri-
marily agricultural and mineral raw maherlals—-are suscepuble to violent price
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fluctuations ih the world market; these nations are losing more in income as a

result of cyclical movements of raw material prices than they receive through

economic assistance, 'Therefore, along with increasing trading opportunities

{gri the unrctletx;ldeveloped nations, arrangements must be developed to stabilize
elr expo: CO}

8. The neéd for coordinated did effort—These objectives cannot be achieved
by the United States alone. Our x{% licies tiust be directed inéreasingly toward
obtaining commitments from the other ihdustrialized nations to join with us in
developing programs for the léss developed areas,

0. Relations 1with the Communist bloc

1. Communiat dloo trading océpacily and obfectives.—(a) The character of
our economic relations with the Communist bloc has been setiously altered in
recent years. The bloc countries now have the ability to export surpluses, which
they are beginning to use in furthering their external comméreial and political
objectives. Their economies also will require greater imports of raw materials.

(b) This trade, regardless of its motivation, has disruptive potentialities by
virtue of its monopolistic state character. Communist trading patterns angd, in
particular, the use of bilateral treaties, barter, and blocked accounts tend to
erode the multilateral trading patterns which are the objectives of U.8. trade
policy.

(0) The task force belleves that, in trade relations with the industrialized na-
tions of the world, Communist objectives so far have been predominantly com-
mercial rather than political in character. The reverse is true, however, in
Com;nunlst bloe trade with underdeveloped areas, where political considerations
dominate.

2. U.8. aititude toward Oommunist bloc trade.—(a) In the past U.S. policy
oh trade with the bloc countries has been almost completely negative in charac-
ter. It has failed to recognisze that such trade is attractive and often necessary
for many other industrialized countries. As a result o6f these U.S, policies, the
expansion of East-West trade has taken place largely on Communist terms.

(d) There are clear signs that the problem of Communist bloc trade is likely
to become far more acute in the 1960’s than in the 1950’s, particularly in the
case of certain commodities such as oil. The emergence of bloc surpluses may
hdave a highly disruptive effect on those markets of the free world which are

_ already unstable.

3. Nred for consiructive action—The development, in collaboration with other
free world industrial nations, of common measures for dealing with Communist
bloc trade is a task of both complexity and urgency. Bfforts should be concen-
trated on extracting trading advantages with the bloc while safeguarding world
commerce from the threat of growing Comnfunist penetration. This task must
be accomplished while the West still has the overwhelming economic advantage.

III. THE OBSOLESCENOE OF PRESENT POLIOIES, PROGRAMS, AND POWERS

A. Nature and cause of obsolescence

Economic policies and programs which the United States is following today are
obsolete. Equally obsolete are the powers granted the President by the Congress
for the conduct of foreign economic policy.

This obsolescence results, from the fact that—

1. Present policies in trade, aid, and finance are based principally upon condi-
tions prevalent a decade ago, when there was a dollar shortage and European
nations lacked economic strength.

2. Europe was fragmented into individual countrles, each with its own tariffs
and commercial policles; there was no common market or .free trade area to
pose & collective threat to U.S. trade in the European area.

3. The United States generally earned rather than expended gold in its inter-
national transactions, and confidence in the dollar was high.

4. The primary concern of the United States was with reconstructiug Europe
and establishing military strength to deter Communist aggression. .

5. The less deyeloped areas consisted princlpally of sphereg of inﬁuence; of
Furopean metropoles or independent nations where trade and eslvate investment
provided the bulk of economic development resources. U.S. f.orelgn aid to the less
developed areas vas small and directed principally toward defense objectives
rather than toward fostering the viability of independent -pations.

8. Commodity price fluctuations were treated as a reasoi for divers!fying the
less-developed economies rather than as an intrinsic economic problem.
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7. The Communist bloc was econoinically weak and incdpable of mounting large-
scale trading forays into the markets of industrialized countries or extending sig-
nificant assistance to the underdeveloped areas. The United States was con-
cerned principally with the military importance of limiting, if not prohtbiting,
trade with the Communist bloc.

B. Changed free world relationships ‘ -

In the last decade, conditions have materially changed but our policies have

not been revised to reflect the foltowing changed circumstances of free world
relationships:
- 1, The United States 48 no longer economically independent.—(a) Other in-
dustrial giants have arisen in the free world, and America is only the strongest
of the strong. The disparity in strength is still so great that the United States
alone can give effective leadership, and the potential division of Europe into two
;rading blecs has made it all the more imperative that we serve as a cohesive
Orce- 4 . 1

(b) But we neither can nor should expect an unquestioning response to our
demands for common policy. We must rely, instead, upon persuasion and nego-
tiation. This, in turn, m2ans that the President must have the power to
take action and make concessions that will give him the leverage to bring about
lthei concerting of policles. He does not have these powers under existing legis-
ation.

2. We are losing the initiative in the drive toward trade lideralization.—(a)
Our commercial policy legislation, in particular, is obsolete. It does not pro-
vide sufficient authority to permit the United States to expand export markets
rapidly to ameliorate its balance-of-payments problem.

(b) Today, the United States must conduct trade negotiations not with rel-
atively weak trading countries, but with a strong trading bloc such as the Euro-
pean Economic Community.

(c) A measure of the inadequacy of our bargaining tools is that, in the cur-
rent tariff negotiations in Geneva, the countries of the European Economjc Com-
munity are offering 20 percent across-the-board tariff reductions. The U.S,
negotiators, on the other hand, have no authority to make across-the-board reduc-
tions, and the total concessions that they can offer on a selective basis amount to
little more than 5 percent when computed on an across-the-board basis.

(d) Moreover, the President is unable under the present law to make unilater-
al concessions to increase trade from the underdeveloped countries even though
other industrialized countries may be prepared to join in such a program.

8. Failure of present progrom to respond to the problems of ithe underdevel-
oped nations—Our present aid program fails to satisfy the needs and aspira.
tions of the emerging nations for a number of reasons: .

(a) There 18 a tendency to regard it primarily as an instrument against com-
munism rather than for the national development of these countries. All too
often we permit ourselves to appear as seeking to purchase thelr support in the
cold war rather than attempting to respond to their national needs.

(b) We have nnderestimated the social revolution fermenting in these areas
and the need to assure that the benefits of economic assistance reach the masses
rather tban the governing oligarchy. T

(6) Funds for the present program atre inadequate and their efficient use Is
impaired by the requirement of annual authorizations and appropriations. Fur-
thermore, the resources that are available are committed largely to short-term
activities, suchi as defense support, thus leaving only limited funds for long-
term economic growth purposes. . :

(d) The present program tends to look to private investment to carry the
burden of development fssistance. This fails to recognize the strength of na-
tionalism in most underdeveloped areas and the unwillingness of private jnvest-
ment to move rapidly into areas needing such assistance. .

(e) The program lacks the flexibility needed to meet the variety of develop-
ment problems confronting the less-developed areas today. For instance, pres-
ent procedures preclude extending loans at interest rates competitive with
those offered by the Soviéts.

(f) We have not succeeded in convincing most of the other industrialized
countries that it is essential for them to make additional assistance available
on satisfactory terms to the less-developed areas. We, in turn, have been re-
luctant to enter into multilateral/arrangements for coordinating the various

national programs.
87270—62—pt. 3——10
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{g) The present program has failed to agsnre thai trade and alid policies are
effectively coordinated and mutually support each other.

4. Communist bloc frade now threatens fo become. new dfsruptwe J'orce in

commercial relationships—(a) We persist in regarding trade with the Commu-
nist bloc as Jmmoral and we base our policies on the realistic agsumpiions tonat:

(1) The Soviets need Western t-ade items to build & military potential;
(1) We can induce, or torce, our allies and the less-developed areas to
concur in our views,

{b) Our policies do not provide for moblllzlng ftee world countrles bo protect
the free-enterprise trading 7+ stem from Communist intrusions by establishing and
eaforcing mutually. acceptable standards for expanded and advantageous West
ern trade with the Communlst bloe. .

l’V. THE NEED FOR NEW TOOLS

A, The conditions for oommon action
1. The solution of the major problems in almost every area requlres a commlt-
ment to common action on the part of the industrialized countries. In order to
create the conditions that are basic.to such common action there must be a
drastic revision of our foreign economic policies, programs, and powers.
2. A least two steps are essential to the achievement of commonp action:
(a) The development of clearly defined policies that express the consensus
of all major industrialized nations of the free world.
' (d) The negotiation of agreements where necessary to see that this new
consensus is translated into common action. *
3. To make such measures possible it will be necessary: . -
(a) To modernize and integrate the foreign economic powers delegated by
Congress to the President. This i8 essential in order to give him the lever-
age to obtain agreement from our frieads and allies and to carry out policles
and programs effectively.
(b) To create a forum {n which multilateral negouations can be eonducted
looking toward the adoption of common policies..

B. Interrelationship of policies

v

”y.

1. The interrelationship between our policies and those of the other major in-

dustrialized nations is seen clearly in our balance of payments situation. Unless
we can persuade other major industrialized countries to adopt expansionist
policies, we shall be forced to equilibrate our international payments by measures
that restrict international trade and finance and retard domestic economic
growth. For the United States to pursue growth policies effectively, it must
obm;n a commitment from the other major, industrlalized nations to folow such
policies.

2. This means tnat all major industrialized natlons must agree not only to
pursue domestic pc-llcles of growth but also to adopt measures necessary to in-
crease the level of trade with other free world countries,

3. Sustained economic growth within the industrial economy of the West is
possible only if trade is not hampered by artificial restrictions or protectionist
devices. Any elements that divert trade and retard its expansion will keep alive
1nemclent production and restrain economic growth.

4. Commitments to growth policles algso.require measures to control severe
cycllcal fluctuations in income, production, and prices. These cyclical move
ments deter growth and {nvite unilateral Aetions on the part of individual coun-
tries to insulate themselves. Actions of this kind tend to reduce trade and in-
ternational investment.

5. Prosperity and a high rate of growth ip the lndustrlalized eonutrles -are, in
turn, essential to the economic growth of t¥e less developed countries. -Not only
are the industrialized countries the major source of capital for development,
but they are also the principal markets for the products of the less developed
countries.

6. It need hardly be pointed out that ihere ls a relation between growth. in
the industrialized countries and the ability to resist Communist aggression. If
an adequate growth rate can be maintained, the free world should be able to:

(a) Finance adequate military defenses, : ‘
(d) Extend more ald to the less developed countrlea apd -
(¢) Engage with confidence in advantageous economlc relatlons with the

Communist world while at the same time defending itself agalnat dismpﬂve

bloc policies. A T}
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C. Strengthening the forum for negotiation—the OECD

1. The recently negotiated agreement for an Organization for Economlc De-
velopment and Cooperation (OECD). provides a' mechanism and a forum for.
accomplishing the coordioation of the internal and foreign econvmic policies of
free world industrialized nations. The convention creating the Organization is
general and permissive and provides an adequite framework for consultation..

2. It can be miade an effective instrument. for'coordination if the new ad-
ministration is prepared to submit its policies ahd programs for diseussion on an
equal basis with those of other nember governments,

3. The problems involved in making the OECD effective are discussed in part
2 of this report. . | ) .o

D. The need for an integrated approacb .

1. The need for g coordinated set of toou—(a) .Tust as thera is a close inter-
1elation between the foreign and domestic economic policles pursued by the major
iedustrialized nations, 8o there is an interrelation among various aspects of the
policy that the United States pursued in its dealings with the less. developed
countries.

(b) Too often, however, we have not recognhed that mterrelation. We have
helped underdeveloped countries increase the production of goods and have then
denied a market to those goods. -In other instances we have permitted the bene-
fits of economic assistance to be canceled out by drastic cyclical fuctnations in
the terms of trade. Finaily, the lack of coherence in our own foreign economic
policy has often made it difficult for us to persuade our friends and allies bo agree
with us on common policies.

2. The haphazard development of policy.—(a) Thls lack of coherenee xesults
in part from the way in which our forelgn economic policy has evolved. Today
it consists of bits and pieces of policy developed at different times by different
people to meet particular situations. It is embodied in a variety of statutes,
Executive orders, and administrative decisions.

(b) The result is an incoherent body of policy which makes it dltﬂcult to
have a clear view of the totality of U.8: toreign economlc policy or of the strong
interrelationship among its various aspects.

(0) The lack of total view impedes the ability of those responsible ‘or admin-
istering the policy to recognize all of the co::sideratlons involved in deciding
a specific question.

8. The need for comprehensive leglelaﬁon.——(a) Gonsistency in our foreign
economy policy can be achieved best by incorporating all aspects of that policy
in a comprehensive foreign economic policy bill. Such a bill might contain
several titles concerning such subjects as trade policy, economic aid policy, com-
modity policy, and organizatior-l provisions. .

(d) Such a bill would cffer & number of advantages:

(I) It would be a means for providing the President with the broad and
flexible powers he needs to conduct an offective foreign economic policy.

(II) It would avoid the present practice under which the individual
components of forelgn economic legislation are handled within narrow,
specialized contexts and by congressional commltteee frequently uninformed
as to larger foreign policy considerations.’

(I1I) It would, for the first time, corpel a considemtlon ot our foreign
economic policy &s a whole. The interaction of trade, ald, and uther ele-
ments of that policy would be evident. In addition, the Congréss and the
public would be able to assess the adequacy, of these policy tools in meeting
the objectives of our foreign economic policy.

(IV) It could be made to appear to the people in the underdeveloped
countries as an emphatic demonstration that the United States Is deter-
mined to provide assistance to the emerging natlons as a part of our long~
range foreign policy.

(V) It would give the President the tools he needs to’ lnduce the other
industriallzed nations to join us in adogtl;ng policles of economic expan-
slon and growth In order.that, by coordinated action, the industrialized
natlons may provide both markets and economic’ assistant‘e to thb less
developed countries, :

(VI) It would provide an opportunity to educate the Amerlenn people
in the relationships among varioys aspects-of policy and furnish a fresh
and ambitious proposgl behiﬁd which the full resources of pnbllc opinlon
could be mobilized. . _ . S

]
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4. The desirability of a select commitice.—(a) The task force recommends
that the President discuss with the congressional leadership the desirability
of establishing a joint committee of both Houses, or a select committee in each
House, with jurisdiction over the foreign economic policy bill.

(b) Such a committee or committees would be made up of selected members
of the standing committees now having jurisdiction over the various components
of foreign economic policy. The committee or committees should not only hold
hearings but also report the legislatton.

V. THE POLITICAY, msmirrr OF A COMPREHENRBIVE BILL IN 1861

A. Probabdle argument againet submission in 1961

The submission of a comprehensive bill and the creation of a committee to
hold hearings can be expected to invite opposition. It would upset long-estab-
lished congressionat patterns and the proprietary interests of individual com-
mittees and Members of the Jongress. Objections would undoubtedly be made
that it 1s inadvisahle for the Keunedy rdn inistration to endanger other programs
by submitting such a revolutionary plece of legistlation during the first session
of the Congress. In specific terms, the arguments that might be advanced
against the omnibus arproach are:

1. Trade agreements, legislation is not due to expire until 1962, and there is no
need to take on a difficult fight prematurely.

2. Itis undesirable to attempt trade liberalization or undertake greater foreign-
atd commitments at a time of economic recession. Larger foreign ald, or ex-
panded imports resulting from tariff reductions may make & solution of our
balance-of-payments problem more difficult.

8. It would be difficult to obtain favorable action on such a program in view of
the growing protectionist sentiment arising out of the economic recession and of
labor’s fear that increased unemployment may result from automation and the
growing tendency for industry to invest in sources of production overseas.

4. It would be unwise to seek new tariff-cutting powers this year since, with
our present limited powers, we may be able to obtain substantial concessions from
the European powers in the course of the present GATT negotiations on the
basis of our past generosity and our present balance-of-payments difficulties
without the need for reciprocal concessions on our part. This would mnake our
position stronger in seeking trade legislation from Congress in 1962.

B. Arguments in favor of submitting dill in 1961

1. Urgent need for action—(a) While recognizing the strength of these argu-
ments, the task force believes that the overall position of the United States in the
world and the pressing problems confronting us in the foreign economic policy
fleld give a speclal urgency to the early submission to Congress of a comprehen-
sive and integrated foreign economic program. The free world awaits assur-
ance that the United States will adopt poltcies and programs related to the reali-
ties of the 1960’s and assume again the leadership it has defaulted.

(d) A decision on whether or not to proceed this year with a comprehensive
foreign economic program involves a careful weighing of foreign against domes-
tic political risks. During the postwar period the executive branch has fought
an increasingly difficult battle to obtain congressional authority and appropria-
tions to enable the United States to meet its foreign policy obligations. The
task force has reached the conclusion that a new approach i{s more than desir-
able; it is essential. :

2. Effect on Congress and on foreign and domestic opinion.—(a) The audacity
of a fresh approach should appeal to many Americans who have felt and ex-
pressed the need for a vigorous foreign policy. At the same time it should dis-
concert the opposition which is accustomed to contest with the executive branch
on terrain of its own choosing. ‘

(d) By taking a fresh approach and by bringing together the related elements
of foreign economic policy, the comprehensive bill should aid Individual Con-
gressmen to justify their support for the measure because of its contribution to
the larger national security interests. The possibility of demonstrating that it
expresses an overriding national interest should help legislators resist purely
local or regional objections to individual provisions of the leglslation.

(0) The presidential campaign of 1960, by emphasizing the importance of
foreign policy.and the weakness of the United States in world affairs, created ex-
pectations that the Kennedy administration would produce a new program. If
the administration is to fulfill these expectations, it should be ready with a pro-

!
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gram to present to Congress this year in one of the most vital areas of forelgn
licy—our economic relatlons with the rest of the woxld.

(d) Tﬁ? mxbmlasslde ‘e:nx;lgtua cogprmvmm would also demopa&rabe to the
free world our atton to r

8. Need for U.8. initiative—(a) During 196§ declsions wlll be made op the
direction that the free world’s economy will take—either with us or without us.
But decisions consistent with U.8. political and econpmic objectives will not and
caunot be made in the absence of American initiative. ¢ the United States
does not stand dominant today as it diC at the end of Worl Wat 11, ponetheless
we glone in the free world are capable of turning the enormous regources of the
industrialized nations to the task of economic growth and the conversion of a
portion of this growth to the requirements of the less developed countries.

(b) If the President can obtain the bargaining power through a eomprehen-
sive bill we can, during the course of this year, persuade the Common Market
countries to adopt foreign economic policies that will result in a rapid lowering
of tariff barriers not only among themselyes but toward the free world as a
whole. If the continental Europeans move in this direction, then the Britlsh and
their free trade area assoclates can be induced to adopt similar policies. The
adoption of a comprehensive bill will demonstrate that we intend to pursue
expansionist policles in dealing with our balance-of-payments difficuliee. This
itself could tip the scales of European decision toward a general dowering of
economic barriers and lead the European nations to make greater eontributions
to the cause of economic development.

(¢) The catalyst for the release of these Atlantic resources must be Amerlmn
The present foreign economic policies of the United States are clearly inadequate
to this mission. Only a major effort on the part of the new administration
to secure new policies, the vital new tools, will coalesce the disorganized but
potelnt resources of the industrialized pations for the common tasks that face
us all.

4. It is the opinion of the task force that the comprehensive bill could be per-
suasively explained to the American people, along the following lines:

{(a) In 1934 the United States embarked on the Initiative of the reciprocal
trade agreements program, which dispelled the chdos in world trade resulting
from the Great Depression and led to the development of an orderly system of
international trade.

(b) In 1047, faced with the wreckage of World War 11, we created the Mar-
shall plan, which led to the restoration of the Europzan countries and created the
present strong and prosperous Western World.

(0) Today, faced with the dual problem of the Soviet threat and the instability
of the underdeveloped world, we need a major new American initiative. By the
comprehensive program we would provide the means of coordinating our re-
sources with those of other industrialized countries to solve the most pressing
problemn of the 1060’s—that of raising the standard of living of the underdevel-
oped nations.

(d) By taking this initiative we can promote our own economic growth
through the creation of new and expanding markets for our products, and we
can increase the unity of the Western World and the cohesion of the less devel-
oped areas with the West.

PART 2. AN INTEGRATED FOREIGN PoOLICY PROGRAM

I. COMMERCIAL POLICY
A. Principles :

1. The bankruptcy of the trade o reements program.—(a) The traditional
tool of U.8. commerclal policy is the trade agreements program, originaily enacted
in 1934. Through successive renewals it has served as an effective mechanism
enabling the U.8. Government to lead a world movement toward the creation
of a free, multilateral trading system.

(b) Today, however, the trade agreements program is bankrupt. The program
has been slowed almost to a stop by {ts own doctrinal limitations. In addition,
it has become encrusted with restrictive devices in repeated legislative struggles.

(¢) Even if adequate additional authority for tariff reduction could be ob-
tained through new extension legislation—which is doubtful—the trade agree-
ments program In its present form would not meét the needs of the modern
world. As a result, we are in danger of losing the lead in the fight for liberal



1180 “PRADE CEXPANSION AGT OF 1662

‘trade ‘to'powerful Furopeah fegional trading groupe thnt are not inhibited by
the heavy burdens of tradition'and doctrine,

2. New principles of trade negotiation.—Two new princlples must be introduced
lntltl) c;he machinery of multilaterhl trade reductlon if we are to have an effective
po

(a) The principle:ot- across- thesboard reduct.lons

(1) The’ authority yrovided by the tradltlbnal triade agreements progmm calls
for negotiated, rec ttprocal reductions o a product-by-product basis. The approach
‘of geléctive reduction ledves the United States with little bargaining power with
those countiiés or trading bloes that have adopted an across-the-board approach
to tariff reductions. ' -

(ii) Even if an extenslon of trade agreements authority were substantially to
increase the President’s Ruthority to reduce tariffs on a produect-by-product basis,
the United States would still be at a great disadvantage.

(i11) ‘The technique of across-the-board reductions embodled in the provisions
both of thé European Economic Community Treaty and the European Free Trade
‘Association Convention calls for the gradual elimination, over a period, of tariffs
and other import restrictions on:trade among members. This is to be accom-
plished  by: means of successive percentage reductions in the average of tariffs

applicable within certain commodity groups.

(iv) 'If U.S. production is not to be at a serfes disadvantage in the rapidly
‘growing Common Market, the President must be armed with weapons enabling
him to bargain effectively for the generalization to the United States of the
{nternal ‘tariff cuts within these markets—or, at least, for the substantial re-
duction of their external tariff, applicable to nonmembers, to minimize the
dlsadvantage.

h(b) The prlnciple of acceptlng and cushionlng adjustments to structural
changes:

($)] The obsolescence of our trade agreements mechanism rests also in the
“no injury” doctrine, which is embedded in the present legislation. This is a
dual policy: tariffs will not be reduced below the “peril point” if such reduction
‘'would cause serious injury to an American producer; higher tariffs or quotas

_will be imposed whenever imports cause or threaten serious injury. The peril
‘point .provision has become a severe limitation on tariff negotiating power,
while the escape clause in its present form threatens the stability of our trade
agreement commitments by 'permlttlng the unnateral reversal of reductions pre-
viously made.

(i1) The underlying phllosophy represented by both the European Common

Market and the Free Trade Association is of a wholly different order. It recog-
nizes quite explicitly, that at least within the area of the individual trading blocs,
conditions should be achieved that would permit completely free movement of
goods, 1t recognizes also that the transition from a system of individual, pro-
tected national markets to a system of free trade will necessarily require struc-
tural changes in the economies of the member countries. The Common Market
Treaty proposes to cushion these structural changes by providing funds to pay
the costs ot economic disloeation. of retraining and relocating workers, housing,
ete. -
(111) Our foreign economic policy objective of bringing about a high level of
multilateral trade and the most efficlent utilization of free world resources can
be achieved only if we are prepared to provide Government mechanisms to cushion
trade readjiistments within our own economy.

(iv) The task force notes that the Kennedy administration has already recog-
nized the need for assisting the rehabilitation of areas where chronic unemploy-
ment has been brought about by structural changes in the economy. The task
force strongly recommends that the administrative machinery of the proposed
area redevelopment legislation be adapted to provide for cushioning the conse-
quences of structural changes resulting from tariff reduction. Such changes are
an inevitable consequence of a major reduction in barriers to the normal flow of
trade. In the opinion of the task force, the structural changes would be small in
relation to the normal changes that take place in the economy each year as a re-
sult of technolegical change, change in consumer demand, depletion of resources,
and other similar factors. The frank acceptance of such changes, however, and
the provision of 8 mechanism to cushion the resulting hardship is indispensable if
the United States ig to continue to ead the free world in trade llberauzatlon and
to realize the economic benefits of this policy. .



‘PRADE EXPANSION “ACT "OF‘ 1662 1181

8. Consequences of a fatlure to adopt ¢ modern trade liberalization program.—
(6) The ébuntries of the Commoh Market have already reduced their friternal
tariffs by 80 percent. The Frée Trade Association conntries have reduced theirs
by 20 perceat. In another 5 years these countries, depending on the exteat to
‘which they accelerate these reductigns, :vylu)haVe cut their internal tariffs by from
70 to 80 percent. ‘ S el e ‘ L :

() The first 10 percent reduction in tariffs made by the two trade groups was
generalized for the benefit of the rest df the world, including the United States.
Given the fact that the United Stated doés not have adequate bargaining authority
for the 1961 negotiations under thé'Géneral qugég:ent on Tarifts and Trade, otir
negotiators &an and should request that' the second phase'of reductions also be
generalized " without our offering ‘substantial additional conceesions. Such a
request can be justified by our past récord of génerosity and by the hard realities
of our balance of paymentsdeficit. ' TS '

(0) We cannot expect the two trading bloes to generalize their tariff reductions
for our benéfit beyond & cettain polxi_%unjess the President has authority to offer
substantial reciprocal réduction fn’our own tariffs. If he is not given such
authority, U.S. producérs.are llkelg. ti suffer a formidable competitive disad-
vantage In theé markets of the Six aifq'Seven, In the face of anxiety over the
operation of the American cost-prl _,,;‘inechanism, such discrimination could

seriously redtice U.S. éxports. L o ‘

(4) Default in.our leadership in trade liberalization'ig not, however, to be
deplored merely because it might result in cothmercial dishdvantage to' Americdn
producers. It could alse be a powertul force contributing to ‘the disintegration
of the free world economy Into separaté’trading systems. Such a result could
have not only economic but political consequences of a most serious order. . =

B. Provisions of the comprehensive bill . Cpenl .
1.-Tarijy-tutting authority—(a) The new legislation should authorize reduc-
tion of American tariffs by an' average of 50 percent of those existing in 1961
within' commodity groups similar or ‘identical tq the commodity ‘groups now
being uded for tariff negotiations by the Europeen countries. The reduction
would be éffdcteéd in five'équal annual stages thirough 1066, - SN

{b)'The reducticn would bé qualified by peril point and escape clause pro-
visions (revised as recommended below) to slow the rate of reduction in cases
of stvere dislocation within the Ameérican economy. In order to offset those
cases Where it 18 impossible to reduce the tariff by the full 50 percent within the
5-year period, the new legislation should provide authority to make greater than
50-percent reductions on certain items on'which there is now a high level of
tariff protection.

{¢) ‘Thig tariff-cutting authority is necessary if we are to match the reduc-
tions to be made in the internal tariffs of the European Common Market and the
Free Trade Association.  In that way we could receive the benefits of the gen-
eralization of these reductions of a most-favored-nation basis. Since those two
trading groups will have reduced their tariffs by 50 percent across the board by
1966, the United States, armed with the authority we propose, would be able to
prevent division of thé industrial countiies uf the free world by widespread
trade discrimination. R i :

2. The concept of “no serious injury.”—(a) The present trade agreements
legislation is subject to the implicit doctrinal limitation that tariffs may not be
cut below a point where such reduction results in serlous injury to American
producers or labor. The doctrine of “no injury” is given operational effect by
the twin mechanisms of the peril point and the escape clause.

(b) The_ peril point mechanism serves as a limitation on the tariff-cutting
authority -6f American negotiatiors fn trade agreements negotiations, The
‘éscape caluse mechanism comes into play after tariffs have been reduced if the
Tariftf Commission determines that increased imports following a reduction
cause serious Injury. Over the past decade, as Presidential authority to nego-
Hate tiade agreements has been extended perfodically, the perll point and escape
clausé’ provisions have been increagingly tightened to make them more effective
‘as devices for protecting domestic industry. ) :

(0) The operation of the “no serious injury” principle Is well fllustrated by
the peril Point restrictions placed on the negotiating authority of the President
in connection with the 1961 GAPT negotiations now underway in Geneva.
These negotiations were designed principally for the purpose of obtaining the
generalization of the internal tariff cuts of the European Common Market. As
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a result of the recent peril point findings of the Tariff Commission, however,

the authority of the American negotiators in Geneva has been so restricted that

gzey will have difficulty in obtaining adequate matching concessions from the
uropeans. R

(d) Thestask force is of the strong opinion that the “no serious injury” doc-
trine should be substantially abandoned. The United States should récognize
frankly that the liberalization of trade essential to a prosperous free world
will require that tariffs be redyced to the point where it will be necessary to
accept some temporary and local injury to certain American firms, industries,
and communities. Trade adjustment provisions should be included jn the com-
prehensive forelgn economic bill to mitigate any possible bardships.

(e) The revision of this doctrinal limitation on tariff reductions {inplies the
substantial revision of both the peril point and escape clause provisions of the
present law. These provisions must be adapted to the proposed new technique
of tariff-cutting involving across-the-board reductions. .

(f) The jproposed system for cutting tariffs across the board contemplates
that some tariffs on specific items will he reduced by more or less than the
reductions in broad categories. In revising the peril point provision to embody
this principle, it will be necessary to develop criterie to gulde the adjustment
of tariffs on individual items within categories to permit individual tariff ad-
justments that vary from the average reduction negotiated for the category.

(g) The task force recommends that the revised peril point procedure, which
will determine the extent of variation in individual tariff adjustments from the
negotiated average for the category, should come into effect only after the ne-
g:tlation is completed and not before negotiations are undertaken as is presently
the case. .

(2) The criteria and standards applicable to peril point findings should alse
be applicable to the proposed revised escape clause.

(i) The present escape clause, which should be completely recast, has two
major deficiencies: First, it is triggered not by the impact of imports on an
entire multiproduct industry but by the effect on an individual product, even
though the industry as a whole may be prosperous. Second, it is based on a
static concept since it can result in a tariff increase even though the labor and
capital resources of the industry concerned can easily be shifted to the pro-
duction of other types of goods.

(j) The task force recommends that the escape clause provision be revised
so that it will be operative (1) where there is & finding that an entire industry
is adversely affected by increased imports resulting from a tariff cut, and (i)
where there is a finding that an adjustment to the impact of imports cannot
readily be made.

3. Trade adjustment provisions.~—{(a) Under the leg'slation recommended by
the task force, the President would be empowered to employ optional mecha-
nisms for dealing with hardships resulting from a tariff cut. Upon a finding
of hardship he would not be required to raise duties, as is presently the case.
He could, as an alternative, provide measures to ease the adiustments made
necessary by the tariff cut. These measures would include assistance to af-
fected industries by providing loans to finance their relocation, accelerated tax
write-offs, etc. They would include measures for the retraining of workers
additional unemployment compensation, early retirement benefits, etc. They
would be made avallable without regard to whether or not the affected in-
dustries or workers are located in areas of substantlal labor surplus.

(b) 'To bring into play such measures of assistance, the task force recom-
mends the following:

(1) An industry claiming that it was belng Injured by a tariff reduction
would be entitled to apply to the Tariff Commission for rellef.

(i1) If the Commission found that the industry was belng seriously in-
jured by imports under the revised definition of “injury,” it would recom-
mend remedial action to the President.

(1il) If the President accepted this recommendation, he would certify to
the agency responsible for administering the area redevelopment legislation
that the industry in question was eligible for various measures of assistance
provided in that legislation.

(¢) Under certain circumstances the President might determine that, notwith-
standing adjustment assistance, producers and workers in the industry were
being displaced from their current activitles faster than they could be abosorbed
in alternative employment. In that event—but gnly in that event—he would be
required to grant rgliet by increasing tariffs. ’
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(d) Such relief would, however, be of limited duration. The President would
increase the tariff to the level necessary to'eliminate nardship, taking into ac-
count the available. adjustment assistance, but the !ncreased tariff would not,
in any event, exceed the 1930 tariff rate. Furthermore, it would be progressively
scaled down over a prescribed period.

4, Unilateral. tariff concessions to less-developed areas.~—(a) In order to in-
crease the export opportunities of underdeveloped areas, the task force recom-
mends that provisions be included in the comprehensive foreign economic policy
bill authorizing the President to remove or reduce dutles, import taxes, and
quotas on articles which: are produced principally by less-developed countries
and which are of particular importance to the export trade of those countries.
This action. could -be taken without requiring reciprocal tariff concessioss from
the less-developed countries. However, in principle it should be taken.only on
the following conditions: -

(1) The United: States would first obtain commitments that the other
major industrialized countries would grant parallel concessions.

(i) The less-developed countries benefited by such concession would com-
mit themselves to take actions to accelerate their own economic growth.

(b) The concessions contemplated by this provision might relate not only to
sumptutary taxes on tropical products but also to tariffs and other import re-
strictions on an agreed common list of raw materials, materials in the early
stagea of processing, and certain light manufactures.

-(¢) The recommended provision would have two purposes:

(1) It would promote an expansion of the export earnings of less-de-
veloped countries by facilitating acdess of their products to the markets of
the industrialized nations.

(11) It would tend to reduce the advantages enjoyed by underdeveloped
areas that are members of a preferential trading system. These inctude
not only the former British colonial possessions but also the associated
oversea territories of the Common Market countries. At the present time
the operation of the Common Market Treaty threatens to extend the
preferenceés accorded the oversea territories of individual member nations
by giving thém free access to the markets of all Common Market coun-
tries. This could result in a severe distortion in trade patterns and seri-
ous discrimination against underdeveloped areas having no special ties
to a metropole—such as the nations of Latin America. The generalizing
of such a preference is in accord with our political objective of promoting
maximum access to these countries by all the Western nations. At the
same time such a generalization proposal would be timely since the Com-
mission of the Common Market is required by treaty to undertake a review
of its commercial policies toward oversea territories of its members by
the end of 1962.

5. Broad Negotiating Authority—The present trade agreements legislation
requires that the President obtain reciprocal concessions equal in value to the
concessions we make in the particular area covered by the negotiations. The
presént atomistic approach does not give sufficient recognition to the fact that
we should seek to obtain commitments and concessions from foreign govern-
ments with respect to a number of aspects of their policy. The achievement
of our objectives in foreign economic policy will be facllitated if the President
has sulfﬁclent and diverse powers to negotiate an agreement in which he
can either—

" (a) As the quid pro quo for U.S. trade concessions accept commitments

which are not restricted or limited to the trade field ; or

(3) Offer commitments not strictly limited to trade in return for trade
concessions. Therefore, the comprehensive bill should provide the President
with a broad det of powers, involving & number of aspects of foreign ecohomic
policy, which he can employ in negotiating for reciprocal concessions from
our friends and allies. ’

8. Other commercial policy’ questions.—(a) Statement of purposes:

: Q) The present preamble to the trade agreements legislation has re-
malied practically unchanged since the legislation was first passed in
1984, It is an inadequite stafement of policy under the conditions of 1961.

(i) As a substitute for the preamble it {s recommended that the com-
prehénsive foreigh economic p?llcy bill include in its preamble & declara-
tion that foreign trade policy s an instrument of U.S. total foreign policy
and should be used as a means of accelerating the economlic growth of
the United States and the whole free world.
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(b) Natlonal security provision: o R )

(1) Under existing trade agreements legislat.on the President i{s em-
powered to limit imports of an article whenever the Director.of the Office
of Civil and Defense Mobilization finds that such imports threaten to impair
the national security of the United States, . R P

(ii) The task force recommends that this provision be made more flex-
ible. The President’s power should not be limited merely to the restric-
tion of imports. On a finding that the national security demands such
action, he should be empowertd to reduce inport duties and expand quotas.

(iii) The President should also be empowered to.employ such measures
as tax concessions, subsidies, and special contracts whew he finds that the
national security requires the employment of such measures in order to
insure the maintenance of supplies and facilities. o o

(iv) The criteria of the national security provision should be revised to
make them consistent with the prevailing view of modern strategy in the
fleld of military and economic mobilization, replacing the more  outdated
1c;)ncept ’(’)t the “industrial mobilization base” with the principle of ‘‘forces

(¢) Japanese voluntary export restrictions: . - - ,

(1) Under pressure from U.8. producers and fear of U.8.. Government
action, the Japanese Government has undertaken informally to.restrict ex-
ports of Japanese textiles to the United States. This undertaking expires
at the end of 1061, . e N N (e

(i1) TLe task force recommends that the administration indicate at that
tiime that it will not continue the practice of bringing informal pressure on
foreign governments to curtail exports to the United, States., Such a prac-
tice i8 not consistent with sound policy sinee.it makes it possible for Ameri-
can industry to obtain the benefit of governmental intervention without dem-
onstrating hardship or injury by the.use of normal administrative fact-
finding procedures, . ’ .

(1ii) In announcing the intention to discontinue this practice, the admin-
istration should make it clear that the change involves no prejudgment of
the need to offer help to American business, whether through tariffs or
adjustment assistance. The purpose of such action is to require industries
to make use of established mechanisms for assistance rather than resort to
informal and unofiicial procedures. . }

{d) Tarift simplification :
(1) The task force recommends that the administration undertake to
- review the Tariff Commission proposals for a revision of the U.S. tariff
classification system. These proposals were completed in November 1960
under legislation that imposed severe restraints on the discretion of
the Tariff Commission. Among these restraints was the stipulation that
no product should be reclassified so as to alter appreciably the rate of duty
applicable to it.

(il) Because of these restraints, it is believed that, upon review, the pro-
posals may prove unsatisfactory. In that event it I8 recommended that the
administration issue an amended directive to the Commission that does not
contain such severe restraints. The new directive should instruct the Com-
mission to propose revisions conforming as closely as possible to the inter-
natfonal tariff nomenclature system already agreed upon by most major
trading nations. .

(¢) Elimination of provisions: The task force recommends that the following
provisions of the Tariff Act of 1930 be eliminated : i )

(1) The provision relating to cost-of-production eriteria in.the fixing and
raising of duties. . . .

(i1) The provision requiring the use of American selling price in fixing
the valuation of certain preducts. _

(111) The provision directing customs officers to apply the highest rate of
duty when alternatives exist. S

7. Policy with respect to primary commodities.—(a) In the past the U,8. Gov-
ernment has in principle opposed commodity agreements and arrangements for
the stabilization of the export income of single commodity producing countries.
It is the vlew of the task force that this principle has been too rigidly applied.
The Kennedy administration shepld explicitly recognize the desirability of in-

4. .
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come stabllization and show . hosiptality. to well-eoneel. 7osals to attaln
tabilisation are O ARt

(B) Thetulciomemphadlee ;eommditymeem tg are not 2 panacea
a.ud that effecuve -agreements may -bg. poesible: for only & limited number . of.
widely traded commodities. ; Certainly tbo m of adminiy-

tering agr eementswmvmlndimulw upontbe. ty in quee-.
" tion, e.g., its perishabllity, stora , the number and nature otproducarl. the.
geographic areas of pxodncﬂmn a Aa a resqlt the task force feels that uo.
>ategorical statements can be made regarding .the- general utmty of eomm«ﬂty
agreement techniques. Ve ,

(0) Not only. are stabmzation techniqueq vital to the’ eeonomlc developmwt
less-developed areas, to which the I'nited States is committed, but we have at’
least two additional interests in pqcouxaging the employment of such techniques
where they can be effective. .

(1) The United States is efther a prlncl producer or a prlncipal con-,
sumer of every product likely to he the subject of commodity: arrangements, .
and, hence, our participation in’ sueh. amnaementa is very often indispen-
salle to their success;

(i) The United Smtes has a dlrect interést in the :ncome stabllity of
many raw materials producing aren alnqe those areas In turn provide im-'
portant markets for American p

(d) While the United States, phon}d be bospltable to proposals for, commodlty
agreements where such agreements are.practicable, it should not ‘epcourage
efforts to employ comwmodity agreement ues that snpport pricts, at arti-’
ficially high levels. This would amoun ‘merely to ill-designéd economié. aaqm‘
ance patd for by the consumers of the’ ¢q;nmodlty in question—ill-designed b,
cause it would tend to enrich a han of individual producers withqut neoe&-
sarily benefiting the total economies of the producing cotntries,

(e) In many instances income stabilization might be better uchleved by tech-
niques other than commodity .agreements. The task force feels that much:
greater consideration shonld be given to the possibilities of using the resources
of the International Monetary Fund for short-term loans to cushion {ncome fluc-"
tuations resulting from cyclical variations in production eonditions or.the tetms
of trade of raw material producing countries. . .
0. Trade policy towdrd ihe Oommunist dloo

1. The need for a poHcy—(s) Current U.8. trade policy offers no
adequate response to the Communist blo¢'s worldwide trade and aid aciivities.
The challenge of the Soviet economic offensive 1s no longer the narrow one of:
whether or not the United States shouvld expand its commercial relations with’
Communist countries. It has begun to affect our economic and political relations
with both industrialized and underdeveloped countries. -

2, The inadequacy of present polioy.—(a) Since the Export Control Act of:
1949, our approach has reflected the. negative proposition that commerce with
Communist countries is fmmoral, da,ngerous, and of doubtful economic benefit.
While U.S. trade with the Soviet bloc 'is of only marginal interest, other
Western countries have found such trade advantageous. As a result, our Allies
have refused to follow docilely the tariff discriminations and export limitations
on Communist trade imposed by U.S. law.

(b) The Battle Act of 1651 sought to compel observance of U.8, trade policy
toward the Soviet bloc by requiring the President to withhold economic assistance’
from countries that export certaih types of strategic goods to bloc countries.’
In each instance of violation of this policy by a country recelving ald, however,
the President has found it necessary to exercise his power of forgiveness. Mean-
while, multilateral coordinating machitery for the control of strategic éxports,
based on the veluntary participation 6f NATO countries and Japan, has all but
broken down. The Soviet Union’s demonstrated technological capacity to wage
a nuclear war has led most Western countries to reject the proposition that the
bloc’s military potential can be affected by the type of export controls ma.lnmined
by the United itates, .

8. The nature of Boviet trade.—(a) The peculiar character of total state trad-
ing by the Communist bloc threatens a gradual deterioration 1n the open and
multilateral patterns of international commerce, A crucial long-range problem
is how to safeguard our general world trade axulnst the increasingly disruptive
commercial activities of total state-trading count
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{d)' The’ complet¢ concentration of all industrial, commercial, and ‘financial:
activity, both domestfe and forefgn/-in: the hands of the Communist state provides
more suitable means for economfeiwi rfire than are availabls to a free economy
such as ours, notwithstanding the vasti stpertority of our resources.

(0) A desire to maintain' profitable deonomic relations with & preponderantly
capitalist’ world: has’ led the- Soviet- Union to adapt its' commereial bebavior
to’ ortodox internationial: reqfuirements! 8o fav, its trade with economically
stronger nation# has bebn dictatéd by. eomiercial rather than politieal colisidera-
titnis: the need to import commodities in short supply, to atquire advanced for-
eign technology, to export surpluses, to earn foreign exchange. -

4. Tke impact of dloo trade~—~dangers- and opportunities—(a) Nonetheless,
ostensibly conventional business activities tend to produce serious disloc xtions
in’international markets when conducted by a total state trader.. A dramatic
example of this is the Soviet disrapiion of the world aluminum and tin markets
in 1958 by organized price-cutting without referemce to the rules followed by
traditional suppliers. More recently, international- off circles have become
alarmed by the sale of large quantities of Soviet oil at substandard prices. Al-
though the probable intention in eachi case'was disposal of surplus commodities
or the acquisition of scarce foreign exchange rather than déliberate dumping,
the consequences have been no less disruptive than in the case of dumping in its
most obnoxious form. : '

(d) The essential difference between tliis type of sporadic underselling and
competitive practices in private commerce derives from the fact that Communist
pﬂcl:g policles have no relation to domestic costs, normal profit margins, or
realistic ratés of exchange. Moreover, losses incurred by a state trading mo-
noyioly are met from the national budget. The resulting propensity to unsettle
established trading conditions and price' pitterns constitutes an intermittent
threat to orderly coumerce. The rapidly expanding capability of Communist
economies, combined with a' concentrated deployment of resources designed to
exploit competitive pressures in the West, could make' this an economic and
political threat of dangerous proportions.

(o) In bloe relations with economically weaker countries, commerce is usually
subordinated to political considerations. Here, increasing dependence on Com-
munist markets, supplies, loans, grants, and technical assistance (as in the case
of Egypt, Afghanistan, and Cuba) and subsequent manipulations of such depend-
ence for political ends (as in the case of Yugoslavia, Finland, and Iceland)
provide growing opportunities for the achievement of Communist objectives.
Some 300 bilateral commercial treaties concluded by the Soviet bloc with free
world. countries since the end of the war have been particularly conducive to
the expansion of economic reletions with underprivileged areas. The Soviet
Union, Czechoslovakia, and East Germany are showlng- an increasing willing-
ness to offer currency-saving barters of capital equipment for unstably priced
commodities, in & growing pattern of complementarity with underdeveloped
economies. In addition, Communist enterprises are providing credits, price
terms, and quasi-conscripted technical personnel (under non-commercial condi-
tions) which private, profitmaking companies cannot match.

. (@) To blunt the dangers and exploit the opportunities inherent in the bloc’s

expanding economic commitments, we must persuade other free enterprise
countries to take constructive and coordinated action. What is needed first of
all is some measure of conviction on their part that we are genuinely prepared
to recognize the potential economic advantages of expanded East-West trade.
Only then will we be in a position to assert positive leadership in the formula-
tion and enforcement of safeguards necessary for the protection of \he com-
mon interest in stable world trade. These are the factors lying bebind our
recommendations for a change in policy under the Export Control Act, the
Battle Act, and applicable provisions of the Trade Agreements Extension Act,
and for a fresh approach in.conjunetion with our allles to the problem of
Soviet bloc trade. S ’

5. Proposed actions.—(a) Within the framework of the OECD, the United
States shonld seek a common strategy with regard to Soviet bloc trade. This
strategv should proceed from the explicit recogmition that East-West trade 8
likelv to grow and that under suitable conditions such growth need uot be
against the interests of the free world. T } S L, .

(b) In a positive response to Khrushchev’s highsounding trade overtures,
the Soviet Union should be invited to trade with ftee world countries on the
hasis of a Code of Fair Practices designed to remove the distortions and dis:,
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ruptions arising froni monopolistic state commerce. 'The code should :serve
as a model for Industrialized and underdeveloped countries in the nexotlaﬂqil
of bilateral treaties or multilateral trade arrangements with the bl For

example, detailed ground rules, coupled with aff effeetive complaints | u;e,
would seek to regulate disruptivé pfice undercutting and dumping by reference

‘to comparativé world price and cost criteria, ratber than to the .totally un-

related and uvascertainable conditions prevalent in the Communist home ml‘-
ket; to provide meanlngtul recjprocity in condlt{ons governing aocess to Gen

‘munist -markets; to obtain Soviet commitments to purchase spevified quaota.

goods in lieu of an otherwise futile most-favored-nation treatment undertaking ;
and to-end the ‘wholesale pirating of . Western patents,” know-how; and tech-
nology: and, in general, to insure that trude and competition are conducted on
the basis of commercial considerations.

Failing East-West agreement, the United States and its Industrialized a)lies
would still possess the economic advantage needed to secure observance of the
rules, assuming that .a uniform and coordinsted policy toward bioc trade is
established and enforced through consultation within- OECD. andithe GATT.. -

(¢) To provide added means for countering the bloc’s use of trade for political
penetration, the administration should seek gn amendment to the national
defense provlsions of.the Trade Agreements A¢ authorizing. temporary relaxa-
tions of U.S. import restrictions whenever such'actions would _provide altetna-
tive opportunities for exports to the country under Communist economic pressuré.
In urging this amendment, the President should make it clear that the power
wotld normally be used only in concert with:other members of the OECD,

(d) The adminlstration should seek qmendment of . the Battle Act to extend
its policy.aim beyond control of strategic exports. The broader legislative poucy
should farnish means to safeguard normal trade patterns against politica
inspired disruption or manipulition. Toward the same end, the adminlstra
of the Battle Act should be directed to recommend: to the President supplemental
action, within the scope of his Executive powers, to determine Government pro-
curement policies, to allocate forelgn ald, to enlist the organized. participation of
American buslness, and otherwige to draw on the -plurality.of means fvaﬂabTe
in our economy, in order to cope with the politlcally and econqmléally dlsruptive
activities of Communist state trading.

‘(e) As a step in establishing a comstrauctive poucy tmage, the Unlied States
should confine Export Control Act prohibitions to exceptional produets ligely-to
contribute to the Soviet military potential in an {mportant. direct, and immediate
way.

(f) Under the Trade Agreements Act the’ Presldent should seek dtscretionary
authority to suspend provisions which embargo the import of certain furs from
the Boviet bloc and which direct the United States to withhold most-favored-
nation treatment from Communist-dominatéd countries. This discretion should
be used as & bargaining chip in future bilateral or mulmateral negoﬂatlona with
the Soviet Union.

(¢) The problem of trade with Cuba and malnland Chins should be dealt wltb
as g political, rather than as a trade matter. The scope and timing ‘of trade

‘policy changes should be detetmlned by the polltlcal moves to be nude in re]a-

tion to thesecountries. . - . b T LT

Senato?r BuTLer. Mr. Chalrman, may I ask Mr Stewart another
question '

Mr, Stéwart, would it surpriss you if I tlold you t,hat at a:medting
of the very hlghesc levél of the U.8. Governmeént it was suggested that
the only way the Common Market could be successful’ was to have
one-’s\‘orld government? 'Would that sarprise you ! o

Mr. Stewarr. As to the fact that it’ was mentloned Senator
Butler———
Senator Butrer. This was not- mientioned. This was conceded at

/| Very Ugh level coriference of the highest officials of the Government -

of the United States, that the only way_that the Common Market
would be successful would be t,hrough one-world government. -

Mr. Stewart. I am clearl dy dismayed by this information; I can’t
really say that I am surprise
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Senator Butper. Well, I can assure you that it happened because
Iwaspresent. = , j e -

The CuarmaN. These nations in the Common Market are among
the ablest people of the world, except our own Nation, and perhaps
the Japanese insofar as manufacturing is concerned. Let us assume
that they are successful in being self-containing; that is to say, the
will produce within the Comfon Market those products they ,nee({
Having the advantage of no tariff walls among the six nations in
the Common Market and being able to manufacture the products
lflreeded among themselves, there would be no object in thcir buying

om us, _ S

Isn’t there some danger along that line? This is one of the most
difficult decisions, in my judgment, that this country has ever had
t(l> make. There are two sides to it. We must not look at one side
alone. o

_Mr. StewarT. I have carefully coiisidered the side that you men-
tioned, and it is my considered judgment that the trade which we
now have and will continue to have with the Common Market takes
&1;:0 not because of the level of duties'in the Common Market, but

use the products in question are peculiarly supplied by the United
States, and they cémplement, not duplicate, the Kuropean economy.

_There are many industrial raw materials which we sup(fly which
they need.. At the moment we have surplus caf:acity and they. are
producing at the peak of their capacity, so that in an area like
machine tools, companies in Europe that are building factories and
that are in a hurry for delivery on a short leadtime would prefer
to huy from the United States even though they may pay more, because
they get prompter delivery. L oL

The capital investment they have tied up in making the factory is
not tled ng for so long, and our companies have superior servicing
and parts followthrough than the countries'in Europe.

In certain areas such as ir drugs and pharmaceuticals—

The CrAmMAN. Yes. But what I have in mind is that I look upon
this Common Market as a big famiiy. They trade within the family,
and for that reason they will become more expert in their manufac-
turing although I will not say they could excel us, but they could
equal us in our efficiency in manufacturing eventually.

Mr. STEwarT. Yes; that is true. i :

The CHAmMAN. Isn’t that a problem we have to look forward to,
assuming that England does join in the Common Market ¢
. Mr. Stewarr. Senator Byrd, I do not.look on it as a problem for
this reason: Consider the experience of the United States. We are a
common market. We, have flourished as a common market behind a
tariff wall, and yet that has not prevented the rest of the world from
en;:lgziné;. large volume of trade with us, . _

he CHARMAN. But you must consider this, that we have been
shead of the rest of the world in our mechanization, in our great ca-
pacity for mass production. . .

Now, this group of nations will certainly improve, all of their facili-
ties and manufacture all the thmﬁetheg need to produce on a mass-
production basis, just as we have oing. I am speaking of the
years ahead. Isn’t that right? e ' :

4

B
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- Mr, SyewarT. ‘That is corvect,sir. -~ - - = .. . P
The CrAmmaN. In other words, they can make more improvement

arid beconie more efficient operating as s big family in the Common
‘Market than they could individually. - EEE :
- Mr. Stewart. Correct. We do not take the position that the Pres-
ident should not have additionsl authority. ‘We are in favor of the
authority. set out in the bill, subject to sensible safeguards. = ' .

If we were to trade our entire domestic market for soine access:to
the Common Markety it would not be very smart because our market is
the largest. -~~~ o o ' :

Now, in this, as in all things, it must bg&ossible to have a balanced
policy. It is the art of government to take into consideration com-
plex factors and to arrive at a balanced policy. This is what the Bush
amendments will do for this bill. - o e C

It will Jeave the President free to go forward and to negotiate re-
ductions in Common Market duties, but under circumstances where
the business and agricultural communities will have some confidence in
the outcome. R S g

The CrARMAN. Now, the Common Market is going to be aided, it
would seem to me, a great deal in their efficiency and their productive
capacity by the large number of American industries that are how
operating abroad. e T :

I had a talk with Mr. Henry Ford who came to see me. oo

I asked him how much he had spent for this new company he bought
in England. ‘He said something over $300 million. »

I asked him how many employees he had over there at this time.
He said he had 130,000. . ' j

Of course, I realize we do not export automobiles anyway. But
companiés of that nature will have no incentive to export from this
country if; thgiogo inside the Common Market and get the benefit of
the cheaper labor at about one-third of the rate of the U.S. scale of
. pay. If you will look at the records, which are difficult to obtain, you
will see that a great many companies, the number running into the
.hundreds, have gone over to Europe since the birth of the Common
Market idea, which was about 4 years ago I believe. They went
over there for the purpose of %etqing' the benefits of the cheaper labor,
and_the other advantages. Thoss particular companies would cer-
tianly have no incentive to erx&m't from here because they would have
ta &s‘y higher costs, and so forth. : oo

v. STEWART. That iscorrect.

The CratrMaN. Soyou have another element in there.
.. With such judfment as I have, I am trying to look to the future.

Mr. Stewarr. I would like to carry this one step further, Mr. Chair-
man, If the Bush amendments are not adopted, those companies
that have established plants to serve the European market will have
Iilttle or no incentive to serve the American market from American
plants. ’ ‘

Only by a balanced trade policy will we maintain the incentive for
American business to make capital investment in this country to sup-
ply the needs of this market. . We must somehow aryest the flight of
capital to Europe, at least so far as providing jobs in this country
to supply the needs for this country.
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The Cnamrman, Would you lf)revent Mr. Ford from.going over to
Europe and spending $300 million for a company. over.there? .,
. Mr. Stewart. No. But I believe I would be inclined to keep tariffs
at a level which will enable industries in the United States to serve
-this market. in competition with foreign industry that has an ad-
vantage based simply lg)on' the lower wage scale abroad, and that is
all that the Bush amendmerits are designed te do, to put.balance into
the legislation. T I -
. The Cuamyan. We are not talking about the Bush amendments,
1 am talking about this whole situation that confronts us whereby the
Common Market is certainly something which will be.a more efficient
body of six nations without tariffs, than if operating as individuals.
You would agree with that { .
Mr. Stewart. Yes. But I note carefully—- . ,
The CuarMan. Wait. Then I am also bothered about the large
number of American companies that are going from. here to the Com-
mon Market area. They will bave no intention of exporting, if they
have a company here; to the contrary, it is perfectly possible for those
companies to import. - Isn’t that right{ Y
. ‘Mr, STewart. That is correct, Senator; yes,sir. , . .. - ;
- The CHAIRMAN. Isay itisa very compiax problem.. = .
I want to thank you, sir, for one of the best statements which has
been made before our committee. o _
.-Mr. Stewarr. Thank you, sir. "
(The supplemental statement of Mr. Stewart follows:)

STATEMENT TO THE COMMITTEE ON FINANCE, U.S. SENATE, ON BEHALF OF THE
. MaN-MaApE FIBER PRODUCERS ABSOCIATION, INC.

‘Mr. Chairman and member of the committee, my name is B ¢- .o Stewart. I
appear as counsel for the Man-’4ade Fiber Producers Assoclation, Ine., 350 Fifth
Avenue, New York City. The assoclation represents the firms which produce
more than 90 percent of the domestic outpnt of manmade fibers, except glass
fibers. . .

' POSITION ON THE BILL , . -

We oppose the enactment of H.R. 11970 in its present form. We endorse the
amendments to the bill which have been introduced in the Senate by Senator
Prescott Bush with the cosponsorship of Senator Bennett and other Senators.
We would support the enactment of the bill modified by those amendments. So
amended, the bill would grant the President the new and unprécedented authority
he desires for negotiations with the Common Market. At the sarie time, it
would insure that such authority would be wisely administered tunder clear-cut
standards and procedures which will maintain the economie¢ stability and growth
of American industries, sectors of agriculture, and workers sensitive to excessive
import competition. Our position is completely consistent with the concept of
an expanding world trade ia which the United States participates and bexefits
by retention and eénlargement of her share of such expanding trade. r

It 13 essential to the long-range interesta.of the United States that the matter
of an orderly expansion of world trade be placed in its proper. perspective with
the achievement of an accelerated rate of growth for the overall domestic ecod-
omy. The anmendments accomplish this. ! ’

PASIO FALLAGIES ON WHICH THE TRADD BILL 18 PREMISED

Taking the Natlon’s persistent balance-of-payments deficlt and the retreat of
Western European markets behind the EEC external tariff wall as their cue,

- . Ty
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proponents of the bill urge its adoptlon as though ib wero 4 pahucea tor these*
problems.}

The proponents assume or hope that through nse of the unpreeedented powets
which would be granted by the bill, our exports can be made to expand more
rapidly than our imports. The Congress should require something more thén an
assumption as the basts for the delegation of authority requested in H.R. 11970,
If it makes the delegation of power, the Congress should be at pains to spell out
clearly guidelines and safeguards to govern the use of the authority. H.R. 11970
is deficient in this respect.

It 18 by no means clear that the use of greater anthority under the negotiating
philosophy which has characterized our tariff bargaining in the past will cause
our exports to increase more rapidly than our imports:

1. Secretary of the Treasury Dillon advised the President, March 26, 1962,
that—?

“The principal factor working against a balancs in’ 1962 18 the prospect ot a
sharp increase in Imports over the unusually low level during the early part of
1961. This can be expected in response to the growth: of our. domestic economy,
The same sort of increase cannot safely be assumeqd for exports, tied closely to
market conditions abroad, although we will be doing all we can to e<pand our
foreign markets.”

2, Under Secretary of the Treasury Fowler assumes the possibility of txpandinz
our exports while maintaining imports at a constant level : *

“Doubling our export surplus may sound like an lmposslble job but a,ctumy,
since the surplus on non-U.S. financed exports totaled $3 billion, it would have
required only a 15-percent increase in overall exports to achleve that resnlb—-as—
suming a c¢onstant import level.”

3. Secretary Hodges is uncertain as to whst the reeults wﬂl be in negoﬂatlons
under the bill {f enacted : ¢

“No one can say how successful we will be in negotiatlons under the pnoposed
Trade Expansion A

4. The statement on trade policy recently issued by the Resench und Pollcy
Committee of the Committee for Economic Development emphasized the necessity
for new tariff concessions by the United States to be baaed upon the very sensitive
appraisal of the effect of further reductions on our trade: ¢

“s & s We seek not only an increase of U.8. exports and an increase of U.S.
exports relative to imports but also, in the near foture, a fastet lncrease of ex-
ports than of imports.

“These goals require that we participate in tarift bargalning nrmed with the
most reallstic estimates obtainable of the probable consequences on imports and
exports of tariff concessions. Some members of this committe¢. would,state
this proposition even more strongly. They foresee & danger that with much
lower wage rates and rapidly rising productivity, European, Japanese. and other

1 President Kennedy at New Orleans, May 4, 1982: “Unless we a-» able ‘to lncrease our
surp]us of balance of payments ther the United States will be faced wlth a hard cholse
*_ There {s another answer and that is to ipcrease oir erports ¢ ¢ .
every confidence that once this bill is passed the ability of Amoriesa {nitiative an& knom.
h95v2 will increase our exports and our export surplus * * ¢ (Mew York Times, May b5,

Un)der Secretary of the Treasury Heary Fowler at Atlant June 20, 1962: "Dohbllng
our exports surplus may sound like an impossible job 'i‘na need’ to e;lpand exports
is the real key to improving our balance-of- avmenbs ﬂltuatim .o eed to
ex nd our export trade is the basic reason behind Presicant K'nnedy’ n “trade program”

asury Department Release, 3).

Director, Office of International Trade and Finance, Leonard Weles, at Chlcago. May
28, 1962 : '“The maintenance or expapsion of U.8. exports. Irdustrial as well as agri-
cultural, will de Bend to & major degree on future negotfations with the EEC to reduce
its external tariff or otherwise to assure trade access. * * * In the recent pegotiati ns
at Geneva the United States was serfously hnndicap d aB 4 reiralt of its lack of bargain

power. ®* * * The Trade pannlon Act of ‘ . ls “esign>d to corrget tbls
s!tuatton" (Department of sme lecn 837 I 1968%

Actin Assls ant Seeretary of tate for Economic Affairs Phhlp Tredse, at Pimburgh
on Aprif 1082 “On_the basis of experience we could pect our_ exports w
substantially more rapldly than our {mports Wwith a t benefit to onr cult
balance‘obpaymentn problem” (Department of State Bulletl May 7, 1062, %

17].8. Treasury Departmeut. gort to the President by the Secretary of the Treasury
on the Balance of, Payments * Mar,

S Remarks by Hoa. H. Fowler at the Commerce Department Feglonal .Con-
fggencg At:an%a. Ga June , 1962, “Business and the Balance of Payments,” Treasury

partment release D-|

4 Secretary Hod, in ngte Sulphux- Springs, W. Va., June 28, *063; Deplrtmant of

Commerce preas re eue 01
s Commlttee. for ﬁfn nti Research, and Poliey Conivulttee, “A New
Trade Policy for the Unlted Stateﬁ," ril 1962, pp. 16
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producers will be able to take more advan of a reduction in our tariffs than
we can galn from a reduction of forelgn tariffs. They would therefore suggest
that we shounld enter tariff negotiations with a presumption that equal tariff
reductions by the United States and by others will increase our imports more than
our exports. In their opinion, any agreement providing for substantial U.S. tarift
reductions svould be likely to increase U.S. unemployment and worsen the U.S.
balance-of-payments position unless it also provided for much larger reduction of
foreign tariffs. '

“The majority of the committee sees the situation somewhat differently.
The United States needs to receive larger and quicker tariff concessions, and
other liberalizations, than it gives, because it needs a larger and gquicker in-
crease of its exports than of its imports. * ¢ «

& * * * L] * L 3

“The United States bas much to gain from a proper agreement for reduc-
tion of United States and foreign trade barriers. This does not mean that we
would gain from any agreement, regardless of its terms. But we would gain
from some agreements. There {8 every ecomomic, political, and moral reason
for the United States to seek an agreement that will serve its interests. These
inlterestf a‘re. now to some extent different than they were In earlier tariff negoti.
ations. ! -

5. The 324 Annual Report of the Bank for International Settlements pub.
lished June 4, 1862, expresses strong reservations as to the possibility of the
United States increasing its exports at a more rapid rate than imports :

“The administration’s aim to stimulate higher productive investment so as
to raise productivity is highly deeirable. But this is not & miracle drug: it can.
not change the competitive position of U.S. industry very substantially in a
short space of time because the United States is not a country of low produc-
tivity. In terms of output per man-hour, the productivity of U.S8. industry at
present i8 more than twice that of European indastry, which accounts for the
much higher level of real income that U.S. industry can afford to pay its em-
ployees. Nor {8 it apparent that U.8. management has missed many oppor-
tunities for productivity increase. * ¢ *

““Moreover, the flow of international business depends on relative costs and
prices. in which productivity i{s only one factor. * * * European industry, only
in part because of the Common Market, 18 in the course of developing a large
mass market., In the years gshead it will benefit from economies of scale, as
U.8S. industry did decades ago when it discovered massproduction methods. As
Furopean industry has th~ opportunity for some catching up on American stand-
ards of productivity, a tight rein will have to be kept on money costs and prices
in the United States to maintain the country's competitive position. Thus,
here again, it would not seem prudent to count too heavily on the possibilities
of widening the trade surplus, even though wage costs in Europe have bheen
rising” (pp. 22~28).

It would be foolhardy to assume that undiscriminating use of the power in
HL.R. 11970 would benefit the U.S. economy. If Congress does not itself specify
in the bill the guidelines for wise use of the power, there can be no confidence
that the tariff negotiations carried ont during the us-year term of the bill would,
in fact, strengthen the U.S. economy and contribute to full employment. The
report of the Research anil Pollicy Committee of the Committee for Economic
Development {s correct in emphasizing the sensitive appraisal of economic fac-
tors, and the selective exchange of concessions, which will be needed to benefit
the U.8, economy in future tariff negotiations. Nothing in the bill rupplies the
necessary guidelines or safeguards to this end. The Bush-Bennett amendments
do supply these standards.

Our national goals are full employment and rapid growth to lmprove steadily
our standard of lving® But we have n high level of unemployment, and a
lagging economy. Increased costs have made it impossible to protect our cost
position with other industrial countries.’ These conditions must be reversed.
The causes are too deep rooted and extend too far heyond the periphery of tarift
policy for trade agreement negotlations to make a substantial contribution to

their correction.

8 Sacretary of Treasury DNillon at New York. June 4, 1982, Treasury Department press

] D-503. ~
"' ‘erde‘.- Secretary of Commerce Gudeman at Brookings Institution, Jone 14, 1962 ; Secre-
tary Dillon at New York, June 4, 1962. . )
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Even the President recognizes that the new employment which the type of
trade expansion program envlsaged by the bill can produce is limited to the 807
called growth industries: *

‘“There will be new employment in our growth industries—and this will come
mostly in our high-wage industries, which are most competitive abroad, and
less new employment in others.”

But what are the employment implications of such a policy for the great num-
ber of business firms established in communities throughout the Nation which
are not by nature highly automated, mass production units? These organiza-
tions are most directly affected by tariff reduction. The United States has re-
duced {ts tariffs to an average of 8 percent on agricuitural products, and 11
percent on industrial products, ranking it with the lowest tariff nations,’ and
with a further 20-percent cut to take efiect during fiscal year 1963-64. As the
CED’s report observed : *°

“The rates that now remain after & generation of reciprocal reductions are
the hard cases, the rates that have been difficult to reduce because they protect
industries that are sensitive to import competition.”

An approximation of the magnitude of-the-e : t losses that bave been

o ree recently suggested by the Departmeé
merce as being generally coextensive with the Pr: t sef'tors of the
classitications reported'in the census an rvey of man

industries ‘shifted aga the United Btates\by
$2.9 billion, as e 'n drop] $1.1 billign .
Wherers the Unifed States in 1054

of trade in the Y1060 the balance of trade ha
shiftrd to a defig . f s / {

These adversp employm trade trends mnot irly be at
trlb ated to iroficlency. uctivityiof the workers in these industries in

added per worlk4 . It v\muld ‘seem, ore, that
363 _shown oh exhibit B can fairly
adverse foreign trade devel

The data contain G 1 exhibit l:g::::swm the quotation gtven abovr ﬂom

the CED report. If he U.S. tar on the products of these dndustries fur-
ther reduced or eliminated entirely the authority of- H.R. 11070, a further
and substantial decline employment in thége-industries must be cipated.
ntained in H.R. 11970 are inadequate prevent
to the Nation in a repetition or geeleration of
the decline in employment reco for the industries shown gr-éxhibit § would
be directly contrary to our nati jectlves of m econo! owth
and full employment. @ =000 Ut
And what of the so-called growth tndnstries which are the princi ect of
the administration 8 foreign trade policy? These industries are chiructerized
by technological advance and by increases in productivity through automation.
The Nation has been experiencing a 1oss of emplcyment froem increased produc-
tivity through automation, aver 200,000 jobs per year, During the n 3&_
decade this loss will average 100, jobs per year in manufacturing, and 200,
jobs per year in all nonagricultural industries as a group. With the lahor force
increasing by 1 milllon workers per year, if output per man-hour increases no
more than 3 percent per year, the oufput of goods and services must increase

& President Kennedy in Washld; on, D.C., Hly 17 1962 State cpartment Bulletin,
June 4, 1962 : see also the Pres ent's message ( H. Doc, 3 d‘) stating that
1the ltr:;detrplolley which he advocates “will in ge.neral beneﬂt our m@st efi t and expand-
ng {ndustries.’
5 Joint Economic Committee of the Congress, “Trade Restralnts in the Western Com-
munlty." December 1981, pp. 2, 8.
19 Op. cit, supra, n. 5, at p. 6. ,
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fast enough to provide 2 million jobs a year merely for the nation to hold its
own at its existing levels of employment and unemployment.

Exhibit 6 identifies a group of growth industries which experienced an increase
in employment of 348,489 workers from 1954 to 1960. During this period the
balance of trade in the products of these industries shifted in favor of the
United States by $1 billion, as exports increased by $1.8 billion and fmports by
$0.8 billlon. A favorable balance of trade in the products of these industries of
$0.2 billion in 1954 grew to $1.3 billjon in 1960.

While this group of growth industries was achieving the favorable upswing in
the balance of trade in its products shown on exhibit 6, the productivity of the
workers in the group increased from an average of $8,5609 of value added by
manufacture per worker in 1954 to $11,442 per worker in 1960, a 34-percent
increase.

The increase in the favorable balance of trade of $1 billion in the products
of these industries represents the output of 89,727 workers at the $11,442 value
added per worker figure reached in 1960, It would seem, therefore, that the in-
crease of 348,489 workers in these industries from 1954 to 18€J can be attributed
in only 3 minor degree to the favorable foreign trade experience of these in-
dustries.

While we do not suggest that the analysis of Government data presented
in exhibits 5 and 8 ik conclusive on the point, it would appear that the magni-
tude of the data and the correlation of employment shifts with shifts in the
balance of trade are sufficiently clear to warrant certain couclusions:

(1) The loss in employment which can be attributed to adverse shifts
in foreign trade (increasing imports, declining exports) appears to exceed
the gains that can be attributed to favorable trends (increasing exports,
decreasing imports).

{(2) The magnitude of employment in industries sensitive to employment
losses through unfavorable shifts in foreign trade is approximately equal
to the magnitude of employment in the ‘“growth industries.”

(3) The adverse impact on employment in “nongrowth” industries from
adverse shifts in foreign trade is more direct than the beneficlal impact
on demployment in “growth” industries from favorable shifts in foreign
trade.

(4) Both the “growth” and ‘“nongrowth” industries are experiencing
increased imports so that substantial reduction or elimination of dutfes
could be expected directly to cause employment losses in nongrowth indus-
tries and to threaten the favorable balance of trade in growth industries
with an indirect effect on employment.

SPECIFIC DEFECTS IN THE BILL

1. General authority
Section 201: The key purpose of the bill is an expansion of U.S. exports,
Other purposes stated in section 102 flow from an exchange of concessions to
carry out the main purpose. Section 201, however, would allow the President
to use the authority in the bill for any of the four purposes stated in section

1 Clague and Greenberg, ‘‘Technological Change and Employment,” U.S.
Labor, Monthly Labor Review, July 19862, pp. 742?2745-148. ploy 4" U.8. Department of

12 Spokesmen for certain of the growth industries included in exhibit 6 have testified
before this committee of thelr concern over adverse consequences to their industry if H.R.
11970 {s enacted without amendment. See testimony of: “Dalry Products,” National
Councfl of Farmer Cooperatives (retention of peril point and escape clamss). ‘‘Paper
and Allied Products,” American Paper & Pulp Association and Is;eﬁonal };aperboard
Assoclation (amend most-favored-nation provision so that concessions would be granted
only when {dentical concessions are received the United States from favored natlons;
eliminate adjustment assistance). “Fibers, Plasties, Rubbers Manufacturing Chemists
Asgociation (require fndustry advisers at negotiations; re?n re trading with dominant
supplier, and exchange of concessions of like items; eliminate adjustment assistance ;
suspend trade benefits from nations not recolgnlzlng U.8, patenta and trademarks; require
Presfdential report to Congress when Tariff Commisslon advice on ‘‘probabdle economic
effect” is not followed) ; synthetic Organic Chemical Manufreturers Association (restore
perll point, negotiate on products or articles and not categorles, reserve essential national
security items from negotiations, repeal most-favored-nation treatment retaln existin
escape clause law, and eliminate adjustment assistance provision of blll} + B, 1. du Pon
de Nemours & Co. (require indusiry advisers durlng regotiations, reqqulre equivalent
reciprocity in negotiations, strengthen the peril int and escape clauge, and eliminate
adfustment assistance). ‘‘Drugs,” Abbott Laboratories (eliminate adjustment assistance,
require Tariff Commission hearings re determination of artfeles in categories). “Special
Industry Machinery,” National Assoclation of Dairy Equipment Manufactorers {amend to
make reciprocity mandatory; delete adjustment assis uce ; require elimination of mon-
tariff restrictions of other countries before tarif concessions may be granted to them).
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102. To insure that maximum attention is directed to the expansion of U.S.
exports, section 201 should be amended to require that in each use of the
authority the President act for the first purpose specified in section 102, and
any of the other purposes. .

Section 202: This section permits the elimination of duty slmply because it
is 5 percent or less. It is sought on the ground of “administrative conveni-
ence.”® The Ways and Means Committee rejected the contention that such
duties have little or no economic significance. If an article -Is important to
EEC negotiations, it will fall within section 211, 212, or 213. Any article can
be reduced 50 percent under section 201(b). No justification exists for the
elimination of duties on the ground of “administrative convenience.” If that
were a valid ground, all duties could be eliminated since it would be less
trouble for the Government if there were no necessity for the collection of
customs. Section 202 should be deleted.

2. Special authority for Common Market negotiations

Section 211(a) : The theory of this section is that if the United States and the
EEC account for 80 percent of world trade, they are in such a superior competi-
tive position vis-a-vis the rest of the world that their import duties can be elimi-
nated without prejudice to their industries.’* The fallacy in this section is that
the United States need not, in fact, account for any percentage of world exports
for the authority of the section to apply. Thus, if the EEC accounts for 80 per-
cent by itself, or such a large part of the 80 parcent that the U.S. share is nominal,
the authority would exist but the reason for the authority would not. If the
United State is not participating in world export trade in the articles in the cate-
gory under consideration to some significant extent, the premise that the United
States is strong competitively in such world trade would be false. Therefore,
section 211(a) should be amended to require that the U.8. account for at least
25 percent of world export value.

Section 211(b) : The President {s to propose the categories to be considered
under the 80 percent authority; the Tariff Commission is to identify and make
public the articles included within each such category. Subsequently, the Com-
mission is allowed to modify that identification in order to correct errors. If
there is such a modification, it should be made public juet as the initial identifica-
ton is published,

Section 211 (c) : The President is told how to determine world export value for
the purpose of the 80-percent test. He is required to use the dollar value of ex-
ports shown in trade statistics in use by the Department of Commerce. Since
these determinations are of critical importance to the existence of the duty-
eliminating power, it is important that the public be fully informed and have
available the essential statistical data for such determinations. If the Depart-
ment has trade statistics for the varlous countries for use in making the deter-
mination, it should be required to make such statistics public. Even though the
statistlcs are publications of other governments, the Department could arrange
for them to be reprinted and sold on a cost-recovering fee basis to interested mem-
bers of the publie,

The 80-percent test is supposed to identify categories of articles where the
U.S. industry producing such articles has suficient competitive commercial
strength in world trade to hold its own without tariffs. It Is axiomatic, there-
fore, that the statistics used in applying the test reflect only commercial com-
petitive transactions. Section 211(c¢) should be amended to require that in
making the 80-percent test ttere bé excluded exports which did not move on a
commercial basis (e.g., foreign aid financed exports).

Section 211(d) : The Tariff Commission finds the essential facts on which the
President’s 80-percent determination is made. This provision should be ainended
to require the Commission to make public its report to the President since the
contents would consist entirely of statistical data and findings applicable to the
80-percent test. This information is of obvious interest and importance to the
business community.

1 Leonard Weiss, Director, Ofice of International Trade and Finance, Department of
State Publicati