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INTRODUCTION 

International trade is an issue of real concern to trade unionists in 
both the United States and Canada. We know that, being industrialized 
countries, we are dependent on our commerce with other nations for 
many of the raw materials that feed our factories. We also know that 
we sell many of the goods we produce in foreign markets. These 
aspects of trade do not worry us. But what about trade consisting 
of imports of the kind of goods we produce in our own countries? 
What about Japanese textiles and Italian typewriters? What about 
Swiss watches and English bicycles? Do we have a responsibility to 
"protect" ourselves? Should we do this by erecting high tariffs that 
will keep foreign goods out of our markets-and thus insure that only 
American made textiles, typewriters, watches and bicycles will be 
sold in the United States? 

And what about wages? On many sides we are told that American 
and Canadian wages are too high-that we are pricing ourselves 
out of world markets-and that we should not seek to improve our 
living standards (through better wages) any longer. 

These are issues and questions of particular timeliness. Great changes 
are taking place in the economy of the world. In recent years new 
trading arrangements-as typified by the General Agreement on 
Tariffs and Trade and The European Common Market-have cre-
ated new problems and stiffer competition for American and Cana-
dian goods both at home and abroad. At the same time, forces for pro-
tection at home have become stronger. The Reciprocal Trade Act, 
which has been the foundation of America's liberal trade policy since 
the early days of the New Deal is being attacked on many sides. Pow-
erful forces in Congress, in industry and even in some unions are today 
calling for more protection and less trade. 

A SEEMING THREAT 

This issue arose and was debated at the !.A.M.'s 25th Quadrennial 
Convention in St. Louis in 1960. It arose because the jobs of a sig-
nificant number of our members seemed to be directly threatened by 
foreign competition. 

Obviously this threat could not be ignored. The function of a union 
is to protect the livelihood of its members. At the same time, however, 
an organization such as the !.A.M.-with a broadly diversified mem-
bership in some 250 industries-could not ignore the benefits of 
world trade. We know that in recent years exports have created jobs 
for more than a third of our members in the machine tool industry. 
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We know that tens of thousands of jobs in the civilian aircraft industry 
depend on exports. We know that we produce trucks, tractors, road 
building equipment and agricultural machinery for the veldts of Africa 
and the pampas of Argentina. And finally we know that any position 
we take on world trade must be consistent with the national interest. 

Accordingly the Convention directed the Grand Lodge "to call a 
conference of I.A.M. lodges whose members are affected by world 
trade for the purpose of developing concrete steps to meet unfair 
competition from abroad, to extend overseas markets for American 
goods, and to provide our members with the facts about world trade". 

LIBERAL TRADE POLICY 

Such a conference was held in Washington, D. C. on November 27, 
28, and 29, 1961. It was attended by nearly 300 delegates represent-
ing I .A.M. members throughout the United States and Canada. It was 
the first union-wide conference dealing exclusively with problems of 
world trade ever held by any labor organization in this country. 

For three days the delegates examined all aspects of international 
trade. They listened to experts. They questioned panel members. And 
they met in specific industry groups where they discussed in detail the 
special import problems affecting their own jobs. 

This booklet is part of the fruit of that conference. As a summari-
zation of the highlights of the conference it deals with many issues 
about which there is much public confusion and misunderstanding. 

On the basis of the facts presented at the conference the delegates 
came to the conclusion that the future prosperity and progress of both 
the United States and Canada is inextricably tied to a liberal trade 
policy. And in their reports and recommendations such a policy re-
ceived full support. However, it was frankly acknowledged that while 
a liberal trade policy would benefit the vast majority of workers in our 
two countries, it would also injure some workers and some industries. 
Therefore the delegates made specific recommendations as to the kind 
of supplementary legislation that would be needed to reduce the sting 
from import competition. 

The pages of this publication not only contain the facts upon which 
the delegates based their decision in favor of world trade but also a 
summary of their reports and recommendations. In all we believe it 
sums up with accuracy the reasons and the necessity for a positive ap-
proach to world trade. 

It has been prepared primarily for the guidance of our members-
both in their dealings with employers in contract negotiations (when 
issues of imports and foreign wage comparisons arise) and in their 
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contacts with their Congressmen (when tariff matters are under legis-
lative consideration). We will be delighted, however, if the information 
and material contained herein helps to create greater understanding 
of the issue of world trade among the public generally. 

The International Association of Machinists is indebted to all those 
who participated in and contributed to the success of this world trade 
conference. In particular we want to acknowledge and express thanks 
for the contributions made by the Honorable Arthur J. Goldberg, Sec-
retary of Labor; Rudolph Faupl, U.S. Workers Delegate to the Inter-
national Labor Organization, who chaired the conference; Herman 
Patteet of the International Confederation of Free Trade Unions; Stan-
ley Ruttenberg, Research Director of the AFL-CIO; Professor Ray 
Vernon of the Graduate School of Business Administration, Harvard 
University; Sol Barkin, Research Director, Textile Workers Union of 
America; Ted Geiger of the National Planning Association; Doctor 
Howard Piquet of the Legislative Reference Service; Hyman Book: 
binder, Special Assistant to the Secretary of Commerce; Everett Kassa-
low, Research Director of the AFL-CIO Industrial Union Department; 
Russell Bell, Assistant Director of Research, Canadian Labour Con-
gress; the Honorable Chester Bowles, Special Representative of the 
President of the United States; Andrew Bierniller, AFL-CIO Legis-
lative Director; and George Meany, President of the AFL-CIO. 

ALBERT J. HAYES, International President 

This (l.A.M. World Trade) Conference reflects the new and 
epoch-making events and challenges which confront us in the field 
of our international relations. As a leading industrial power of the 
world and its foremost trader, the United States is called upon to 
chart anew its course in trade policy. In doing so, we are confronted 
by revolutionary changes in the trading system of the world. The 
evolution of the European economic community and its prospective 
extension to include the United Kingdom and other countries of 
Europe, the need for expanding the export trade of less developed 
countries, the importance of finding stable and expanding export 
markets for Japan, our partner in the Far East, and the emerging 
challenge in the field of trade and aid posed by the Soviet bloc, all 
these are events and developments which we must contend with and 
fashion if we are to assure for ourselves and our free world part-
ners the benefits of economic growth, expanding economic oppor-
tunity and the capacity to contend with communist economic war-
fare in the years ahead. 

JOHN F. KENNEDY 
President of the United States 
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PART I 

TRADE AND THE WORLD LABOR MOVEMENT 

By 
Rudolph Faupl 

U.S. Worker Delegate 
International Labor Organization 

For the last ten years I have had the privilege of serving as the In-
ternational Representative of the I.A.M. In that capacity, I have trav-
eled many times to distant parts of the world. As your representative 
to the International Metalworkers' Federation and the International 
Transport Workers' Federation, I have met and come to know and 
respect outstanding trade union leaders in other countries. But my 
contacts have not been confined to the top level. I have met rank-
and-file workers from Calcutta to Berlin, from Sydney to Stockholm, 
from Tokyo to Bogota. Many of them are employed in the same in-
dustries as members of our union. 

In these ten years, I have come to understand and appreciate the 
needs and aspirations of these trade union sisters and brothers in other 
lands, just as well as I learned to know intimately the goals of work-
ers in our own country through the years that I have spent in the 
shop, at benches and machines, and as a representative of the labor 
movement in the Midwest. 

If I have learned anything at all from this experience, it is that 
workers all over the world want essentially the same things and have 
the same ideals as we have here at home. Yes, a Japanese worker 
may prefer rice to potatoes, a French worker wine to beer. They may 
wear slightly different clothes-although even these differences are 
fast. disappearing. 

But workers everywhere want a decent wage and fair working con-
ditions, so that they can support their families adequately and play 
their full part in the affairs of their organizations and their countries. 
They don't want boss rule or government regimentation. They want 
the right to organize and bargain collectively. In other words, workers 
everywhere want human dignity and freedom. 

From rubbing elbows with workers in other parts of the world, I 
know that they do not work for wages far below American and Ca-
nadian standards-some of them for 10 or 15 cents an hour, or even 
less-because they want to. They have no more liking for the sub-
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standard conditions under which they are forced to work than Ameri-
can or Ca~adian workers 50 years ago had for the low wages, com-
pany housmg and sweatshop conditions under which so many of them 
were compelled to work. 

And the reaction of foreign workers is the same as that of all of us 
sit~ing in t~s h.all. They are seeking to build strong, militant trade 
uruon orgamzatlons, so that they can improve their conditions as 
rapidly as possible. 

In fact, the dissatisfaction of workers today with substandard wages 
and working conditions is greater than ever before, and their determi-
nation to bring about change has never been exceeded. There is a sim-
ple reason for this revolt against the old and the bad. 

The world has become a pretty small place. The American standard 
of living and the trade union action which has brought it about are 
known to workers throughout the world. Millions of workers are saying 
to themselves: "If this is what the American and Canadian workers 
have been able to achieve, we can do it too". 

The job of the trade union movement in the United States and Canada 
is. to help them in their efforts. We should give this assistance first and 
foremost because the highest ideals of trade-union solidarity call for 
us to do so. 

But that's not the only reason. The fact is undeniable that when we 
help ou~ tra~e union brothers overseas we are also helping ourselves. 
We are msurmg that exploitation of workers in other countries will not 
take away our jobs and reduce our standards. 

Thus, by helping to increase the prosperity of workers in other coun-
tries, we will also be safeguarding our own welfare. This is the positive 
approach to world trade problems-the positive approach of interna-
tional trade union cooperation and solidarity. 

FAIR LABOR STANDARDS 

Of course, the trade unions cannot do the whole job. Our own gov-
ernment, the Canadian government and other governments working in 
such international organizations as the International Labor Organization 
(ILO), the General Agreement on Tariffs and Trade (GATT) and 
the Organization for Economic Cooperation and Development ( OECD) 
should do everything possible to promote the principle of fair labor 
standards in international trade. 

. Th~s ~rincipl~ is a very simple one-that one of the main objec-
tives m mternatwnal trade must be to improve the wages and working 
conditions of the workers in both the exporting and importing coun-
tries. Putting this principle into world-wide practice through organiza-
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tions such as ILO, GATT and OECD would be a tremendous step 
forward in advancing the interests and welfare of all of the workers 
in the free world. 

Sometimes we fail to realize that there is more than one course open 
to us in meeting the problems that arise in international trade. Let me 
give you a hypothetical example. Suppose workers in a certain industry 
are beginning to be hurt by imports from Japan. Immediately the cry 
goes up that it is unfair competition based on low Japanese wages that 
has created this situation. 

IMPROVED LIVING STANDARDS 

One way of dealing with the problem is to raise the U.S. and Ca-
nadian tariff on goods made by Japanese workers. For us as trade 
unionists, it may be much more important that the Japanese workers 
get a 10 percent wage increase-to percent this year, again next year 
and the year after that-than that the tariff be raised by 10 percent. 

Raising the wages of Japanese workers helps to improve their living 
standards and expand their economy. It means, among other things, 
that the Japanese will buy more from us. But raising the tariff will do 
nothing to help the Japanese workers. In fact, it will make it harder 
for them to win wage gains, because it will shut off markets from 
Japanese firms and make it harder for them to pay better wages. 

We cannot trust to the good will of the Japanese employers, however, 
anymore than we can trust this question to the American and Canadian 
employers. We ought to put this on a quid pro quo basis. In return for 
expansion of their markets, the workers in the exporting industries 
should share in the increased revenue in the form of higher wages and 
better working conditions. That, in a nutshell, is the heart of the prin-
ciple of fair labor standards in international trade. 

This principle of international fair labor standards has long been ad-
vocated by the American Labor Movement. Both the Democratic and 
Republican platforms in 1960 urged that it be incorporated into our 
national tariff and trade policy. 

It has also been advocated by the International Confederation of 
Free Trade Unions to which the AFL-CIO is affiliated, and by the Inter-
national Metalworkers' Federation to which our organization and 
several other American unions belong. Just two weeks ago, under the 
auspices of the OECD, people participating in this conference, working 
with trade union economists from other countries, sought to see how 
the principle might be applied in specific industries where there is sharp 
international competition. 

But much more remains to be done and we here at this conference 
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will no doubt wish to examine how we can effectively promote the 
concept of international fair labor standards. 

I said a moment ago that, as the Japanese economy expands and as 
the Japanese worker gets better wages, Japan's purchases of American 
and Canadian products will expand also. In fact, this is true not just in 
Japan but all over the world. In my travels, I have seen American and 
Canadian products made by I.A.M. members wherever I have gone. 

I have seen machine tools made in Rockford, Illinois in shops I 
have visited in Japan. I have seen road-building machinery made by 
our members in Canada, Illinois, Wisconsin and Minnesota in the 
jungles of South America. I have seen fountain pens made by our mem-
bers in Janesville, Wisconsin, in New Zealand and Australia; oil burners 
from Bloomington, Illinois, in Paris and Geneva; paper making machin-
ery from Beloit, Wisconsin, in Sweden and Australia. 

In fact, there is virtually no country, except behind the Iron Curtain, 
that has not bought the products made by our members. At this very 
moment, members of our organization are in far-off lands in Asia, 
Africa and South America, installing equipment made by our members. 

What all this adds up to is that we in the I.A.M. have an especially 
large stake in the sales that American industry makes overseas. In 
fact, even though U.S. exports today are four or five billion dollars 
a year greater than imports, our exports could be greatly increased. 
Accordingly, the time has come for American and Canadian business 
and industry to become export-conscious. 

There are vast expanding markets abroad which are just waiting to 
be tapped. And those markets will grow even faster if the United States 
and Canada play the role they can and should in helping to expand the 
purchasing power and improve the living standards of the ordinary 
people in other free nations of the world. 

TRADE UNION COOPERATION 

But it isn't just the U.S. and Canadian Governments that have this 
responsibility. I am convinced that, in meeting all of these problems, 
the major hope lies in the strength and solidarity of the international 
trade union movement. 

The policies of governments and inter-governmental organizations 
can help to expand trade or contract it, to assist economic progress or 
hinder it. But only the trade unions can do the basic job of winning 
for workers their fair share of the increasing prosperity that wise trade 
policies will bring about. 

This is our job-the job of U.S. and Canadian trade unionists work-
ing in fraternal cooperation with unions throughout the free world. 

10 

PART II 

GENERAL PROBLEMS IN INTERNATIONAL TRADE 
Labor Costs And The Impact Of 
Foreign Trade Upon Employment 

By 
Stanley Ruttenberg 

Director of Research, AFL-CIO 

It is well known that the United States is the highest wage country 
in the world. It is also well known that the living standards and work-
ing conditions of the American people surpass those of any other na-
tion. It is not generally recognized, however, that in spite of this condi-
tion-or perhaps because of it-the United States carries on a highly 
competitive trade in the market places of the world. 

Because wages in the United States are higher than they are any-
where else in the world, employers will claim that we must therefore 
hold American wages down--or even reduce them-in order to make 
American products competitive. By the same token, some Congress-
men claim that we must restrict imports to protect the jobs and living 
standards of the American people. 

This is one way of looking at foreign trade. It is the easy way. But 
it does not take in the whole picture. 

Certainly our wages are higher-far higher than those paid workers 
in Europe and Asia. But if on this account we were to decide that we 
would no longer import the goods of other nations because their wages 
are lower than ours we would end up importing absolutely nothing 
into the United States. And if we adopt such a policy of trade exclusion 
the countries who are now our customers would have no means of 
earning the dollars they need to buy our products. Without the Ameri-
can dollars they earn by selling to us they could not buy electrical 
machinery. They could not buy aircraft. They could not buy industrial 
machinery. They could not buy agricultural equipment and they could 
not buy any of the other commodities which are made by American 
workers-union workers-in the United States. Interestingly enough it 
is in these areas of American industry-these highly unionized and 
most highly paid areas-that we are most competitive. 

So we might well ask ourselves: what is it that makes America so 
competitive in these high wage industries? The answer is mainly that 
wages do not determine labor costs. The United States is able to com-
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pete favorably around the world because the productivity-the output 
per man hour--of an American worker is greater than it is in any 
other country in the world. 

In addition, the United States has advantages over many other coun-
tries because raw materials, power and other factors of production are 
often cheaper. Attempts to single out wages as the most important 
element of the trade challenge is therefore unrealistic. 

We must also realize that the gap between American wages and 
those of workers in other parts of the world is becoming less pronounced 
each year. Last year, for example, the wages of German workers in-
creased ten percent. This is considerably more than the increase that 
occurred in American industries. In fact, over the period of the last 
seven or eight years, wages in countries such as Japan, France, Great 
Britain, Italy, and Germany have come up far more rapidly than they 
have in the United States. 

Next, we must also consider the effect of fringe benefits. Certainly 
we have many good fringe benefits in our collective bargaining con-
tracts. We have others that stem from such governmental programs as 
Old Age and Survivors Insurance, Unemployment Insurance, and 
Workmen's Compensation. But these fringe benefits in America are 
not nearly as comprehensive nor as expensive-in terms of labor cost 
-as those of other industrially advanced nations. European and 
Japanese workers expect-and receive-far more in terms of housing 
subsidies, medical care, vacations, and pensions. And here again they are 
making progress faster than we are. For example, since 1953 wage and 
fringe benefits have increased only 34% in the United States but 77% 
in France, 75% in West Germany, and 51% in Japan. 

DIFFERENCE IN PRODUCTIVITY 

Interesting enough, while the differential between our wages and 
fringe benefits and theirs is narrowing, our productivity continues to 
increase. We are still ahead of them in terms of output per man hour. 
However this condition is not necessarily permanent. With the help of 
the Marshall Plan-and with the stimulus provided by the Common 
Market-many European countries are developing production efficiency 
that may soon be quite comparable to that of the United States. 

This creates an enormous challenge. In order to stay competitive in 
world markets we must maintain our superiority in productivity. This 
means, of course, that the United States cannot continue to operate at 
50 or 60 or 70 percent of capacity-particularly while other nations 
a:e producing at 80 and 90 percent of capacity. Unfortunately ever 
smce 1953 the economy of the United States has been operating at 
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substantially less than full capacity. The result is that our economic 
growth-rate has been about one half the average annual growth-rate of 
the countries of Western Europe. 

Thus we have a responsibility to adopt policies that will get the 
American economy operating in such a way that we will fully employ 
our work force and fully utilize our productive capacity. We cannot 
achieve these goals and thus stay competitive in the world-by pursuing 
policies designed to reduce the wages of the American people. For 
to do this would be to injure our own economy at home. It would re-
duce the income of the people of the United States and their ability to 
consume. It would reduce the level of operations of the American 
economy. It would reduce the utilization of plant capacity and eventual-
ly it would reduce our productivity. 

FULLY FUNCTIONING ECONOMY 
The best way we can make ourselves more competitive in world 

markets is not to hold wage levels down, but to bring them up in a 
fully functioning economy. 

So much, then, on the question of wage rates. But what about our 
imports? Can we create more employment and higher levels of living 
by refusing to accept the products of other countries in the United 
States? The first thing we must realize, of course, is that we cannot 
reduce our imports unless we are also willing to reduce our exports. 
And it is well known by anyone who has ever troubled to learn the facts 
that we cannot reduce our exports without suffering catastrophic effects 
on our economy. According to the studies of the United States Depart-
ment of Labor, about four and one half million American jobs are either 
directly or indirectly dependent upon exports. According to the same 
source, approximately one tenth of this number of jobs would be 
threatened by a complete liberalization of trade. In these terms we can 
see where the real opportunity for American industry-and American 
workers-lies. It lies in continuing to develop our trade with the world. 
~e hav~ much more to gain by expanding our exports than by restrict-
mg our Imports. This does not mean that we should neglect or ignore 
~e w?rkers who are hurt-through no fault of their own-by a 
liberalized trade policy. But there are ways of taking care of their 
needs without damaging the whole economy. 

In summary, let me reiterate first that the United States can remain 
co~petitive in world markets if we are willing to achieve an economy 
which fully employs its work force and fully utilizes its industrial 
~acilities .. Second, let us recognize that a liberalized trade program will 
mcrease JOb opportunities on the whole, and third, that there are ways 
to take. :are of the workers who may be adversely affected by import 
competition. 
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Productivity And Growth In The American Economy 

By 
Raymond Vernon 

Graduate School of Business Administration, Harvard University 

The notion most of us entertain about the nature of the interna-
tional trade problem tends to run along these lines: Here is the United 
States on the left side of the Atlantic Ocean and there on the right 
are Britain, France and Germany. We and they are not so very dif-
ferent. Both sides make very similar products. The only trouble is 
that they make these products while paying about 40 percent to 50 
percent of the U.S. wage level. Isn't there a substantial risk that, using 
lower wage rates, they will export to the United States and ultimately 
wipe out our industry? 

This is not a trivial worry. But facts have a way of putting worries 
in perspective. As you tum from this generalized concern to looking 
at what the U.S. imports and what it exports, you make an interesting 
discovery. You discover that U.S. exports are strongest, by and large, 
in the industries that pay the highest U.S. wages. You also discover, 
paradoxically, that the U.S. is weakest in its competitive position in 
the industries that pay the lowest wages. 

Run down the list with your eye. The industries which are exporting 
the most include the machinery industry, the chemical industry, the 
electrical industry. They include trucks and tractors, pharmaceuticals, 
and a variety of other relatively high wage industries. You find, in 
short, that the industries that pay the highest wages tend to export the 
most, while the ones that pay the lowest wages are confronted with the 
largest volume of imports. You see exceptions to the general pattern 
but as a whole the pattern holds. 

Then you begin to puzzle over what the other characteristics of 
these exporting industries may be. And you find that in general we're 
best at exporting in our fastest growing industries, in industries in 
which the demand is rising the fastest around the world. And you find, 
finally, that we have the strongest international position in the newest 
industries, in the industries in which technology is changing fastest, 
in the industries in which new product is being generated the most 
rapidly. 

Then you begin to get a clue to the peculiar position which the 
U.S. occupies in the international structure. The process is well illus-
trated by the office machinery industry's history over the years. In the 
first or second decade of this century, office labor was in growing 
demand and was getting terribly expensive in the United States. Young 
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men with green lampshades and quill pens sitting up on high stools 
and young women with very long skirts had to be paid a lot of money 
to come down to the offices and do the work which in other countries 
could have been done much more cheaply. 

The high cost of office labor in the United States began to force in-
novation in the office machinery industry. We began by engineering 
the concept of a typewriter into existence. 

Now the notion of a typewriter was available to anybody in any 
country. We in this country weren't any smarter than the Italians or 
the French or the British. But we had far higher wages and therefore 
a much greater incentive to try to perfect the typewriter, to try to put 
a generally known principle to work before they did. 

So we perfected the standard typewriter and improved it over the 
years. And for a while the big market was in the United States because 
of our high wage structure. American office managers, responding to 
the growing needs of the office and to the high wage structure of the 
United States, bought typewriters while the British and the Frenchmen 
did not. The typewriter manufacturing business boomed. Then, here and 
there around the world, Frenchmen, Englishmen, Italians, seeing that 
the typewriter was an efficient instrument, began to import it from the 
United States. 

We did a booming business in the export of standard typewriters 
for a time. Finally foreign demands and foreign wage levels rose to 
the point at which it was useful for the large bulk of foreign employers 
to begin substituting typewriters for quill pens. At this point, there 
developed a tremendous market for typewriters. At this point, therefore, 
the Italians, the British and the Germans began making typewriters too; 
they moved into what previously had been our market. 

PUSH TOWARD INNOVATION 

But the process did not stop there. The wages in the United States 
kept moving ahead of wages in other countries and we kept being pushed 
toward new innovations. So we shifted to the electric typewriter. The 
electric typewriter is significantly more efficient than the standard type-
writer even though it costs more. 

We began producing electric typewriters in large volume and for a 
while we exported them to all the corners of the world. Here again, 
there were only small markets at first, since office wages in other coun-
tries weren't high enough to justify the purchase of electric typewriters 
in large volume. Today, however, wages are rising in other countries 
to the point at which it is practical for them to buy electric typewriters. 

Now, just as sure as we are sitting here, the next stage is going to 
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be the direct voice transcribing to the machine. But it won't be justi-
fied in Europe, France and Italy as early as it will be justified in the 
United States because we pay our stenographers two or three times 
what Europe pays for stenographers; therefore, the relative cost of this 
machine will require most Europeans to wait a bit. 

Meanwhile we'll ship this equipment out for half a decade or a 
decade or more in modest volume until finally there is a justification 
for European production based on a large-volume home market. 

EFFECT OF HIGH WAGES 

Think of the industries in which the United States innovates, and 
you'll see that this pattern repeats itself time after time. We produced the 
drip dry shirt because of the high cost of laundresses. Most countries 
can still afford the laundress, but at a certain point they won't be able 
to. We produced the garbage disposal machine because we don't have 
maids in our kitchen and can't afford them. We produced the pre-
painted aluminum sidings because our painters are so expensive. In 
short, we innovated because our wages are so high. Other countries lag 
behind in the use of these products because their wages are lower. 

Sometimes international trade has a little different type of effect. In 
the cases I have just described, high wages generated new products, 
which in turn led to new exports. Conversely, however, the low wages 
of other countries permit them to ship into this country the things 
in which we are not innovating. 

Take the case of the giant electrical equipment, for instance. Here 
we have an industry in the United States which is dominated by three 
or four giants. The history of this industry, as you all know, has been 
punctuated with price collusion and marketing agreements. 

Now, at a given point, when the Federal Government asked for bids 
from foreigners on giant generators, foreigners began to export the 
products here to the United States at incredibly lower prices. It wasn't 
just a labor cost difference, obviously. These prices were so different in 
degree that there was obviously a different pricing policy governing 
the basis on which foreigners were selling these products here in the 
United States. 

Nobody can ever say with absolute precision what causes a busi-
nessman to innovate. But after a few years, our producers of giant 
electric generating equipment began to make major cost-saving changes 
in their method of producing some of this equipment. As a result of 
these innovations the cost of making electric generators in the United 
States has been significantly reduced. There are even reports around 
the world of U.S. companies now being able to export competitively 
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against the countries that were supposed to be able to underbid them 
because of lower wages costs. 

The moral of the story is perfectly obvious. We have to live by our 
ability to innovate. We either have to live by our wits, or else we must 
reconcile ourselves to the fact that we're going to have living standards 
no higher than the rest of the countries of the world. That's our choice. 

We can stop participating in international trade, of course. In that 
case we will have to take some of our men who are engaged in the 
export industries and over the course of time shift them gradually 
back into a series of industries whose products we have previously 
imported. Instead of being exporters of machinery, vehicles and chemi-
cals, we'll be domestic producers of textile, glassware, hats and all the 
other things that we import. 

We will have to take our highly productive and dynamic labor and 
push it back into industries in which technology is moving slowly, in 
which wages are lower, in which demand is not growing as fast. We'll 
have sons engaged in industries which have less dynamism than the in-
dustries in which we are engaged. 

Or alternatively we will have to continue our nimble-footed course 
in international trade. We will have to keep leaping from one new 
product to another new product, ahead of the bandwagon. 

NEED FOR IDGHER SKILLS 

We will have constantly to change the way in which we make 
things; the products we design; our very skills. We will have to take 
American labor and constantly, through its life, upgrade it toward 
higher skills. Instead of having a labor force which, in education, in 
skills, in attitudes, resembles an Italian labor force or a French labor 
force, or a British labor force, we will require a more competent, more 
highly skilled and more efficient body of labor capable of selling to the 
rest of the world those products which the rest of the world has not yet 
gotten around to making. Some day, the rest of the world will make 
any product we make, whatever that product is. Then we've got to 
move on. But this is the price of having a living standard which is 
so much higher than that of the rest of the world. 

This is why the adjustment program is really so important in the 
United States. This is why in all of the most recent thinking about a 
trade program, there is always a companion theme which says: While we 
do this, for heaven's sakes, let's keep increasing our technical educa-
tion; let's keep increasing our in-plant training; let's keep increasing our 
ability to generate new technological change. Because these are in-
dispensable parts of the process of keeping nimbly ahead of the rest 
of the world in the international exchange of goods. 
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Investment In Foreign Enterprises 

By 
Solomon Barkin 

Research Director 
Textile Workers Union of America 

In recent years there has been a continuing growth in the volume of 
American investments in manufacturing organizations in foreign coun-
tries. In the current year, it is estimated that the value of such direct 
investments in foreign manufacturing plant units alone will be $1.76 
billion. Their total value exceeds $12 billion. 

The motives for such investments are varied. In some instances it is 
to supply a foreign market for which American exports would be too 
expensive either because of shipping costs or tariff walls. Some manu-
facturers consider it important to locate in a foreign country to com-
pete with local producers in their own domestic markets on a more 
nearly equal cost basis. The products sold abroad may not have been 
promoted in the United States as in the case of the smaller cars until 
the compact automobile came to be manufactured. Other manufac-
turers saw an opportunity for a special profit in producing for foreign 
markets while local competition was not apparent. 

Special financial inducements by foreign governments or incentives 
under our own American tax laws have encouraged American produc-
ers to locate outside of the United States. Foreign countries have offered 
investors, including foreigners, low interest or even free loans, tax abate-
ments and exemptions, free or low cost land and other assistance if 
they would locate. These have been telling inducements. American tax 
laws have also made such investments attractive for some companies 
and individuals. Tax treaties have eliminated the threat of double tax-
ation. Our American laws have permitted corporations to defer the 
taxes on earnings secured in foreign countries until such earnings are 
brought back to the United States, thereby allowing the parent com-
panies to secure interest-free funds. This practice has, of course, also 
encouraged reinvestment of profits in foreign countries. Tax havens 
have enabled a number of companies to avoid all or a substantial part 
of the American tax. Special tax privileges are now also granted to 
investors in Latin America, which reduce their total tax liabilities. 

A third group of American businesses saw a chance for manufac-
turing merchandise abroad at lower cost than could be done in the 
United States frequently because of the lower labor rates. These manu-
facturers not only have reduced the volume of exports from the United 
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States on the products they produced abroad, but also have shipped some 
of their output to the United States to replace domestic merchandise. 

Some items manufactured abroad for the American market are pro-
duced under the supervision of American distributors according to their 
designs and specifications and often with the assistance of engineers and 
production specialists which the latter provide. Another form of capital 
export which directly substitutes foreign skills for those of Americans 
has been the organization of laboratories and research organizations 
to engage in research at lower costs than would be required in the 
United States. Now the actors unions and TV studio unions are pro-
testing the production of American programs abroad. 

While at one time these capital exports and know-how were enthusi-
astically endorsed as a means of speeding up recovery in other coun-
tries and are still supported for underdeveloped countries by the present 
Administration and official AFL-CIO policy, more and more people 
are questioning the wisdom of permitting the unrestricted outflow of 
such capital to developed countries. One of the major reasons is that 
the volume of such investments has attained truly significant propor-
tions. It is estimated that the direct total investments in property, plant 
and equipment in 1961 will amount to $4.5 billion, bringing the total 
value of direct investments to a new high of some $35 billion. 

What is most important is that the foreign plant and equipment 
expenditures are becoming an increasingly large proportion of the 
overall capital investment programs of many U.S. manufacturing indus-
tries. In 1961, the U.S. transportation equipment industry reports that 
foreign investments will constitute some 31 percent of its total invest-
ments. The ratio in the rubber industry is 24 percent; in primary and 
fabricated metals and electrical machinery, 18 percent; chemicals, 15 
percent; machinery except electrical, 14 percent; food products, 13 
percent; paper and allied products, 10 percent, and mining and pe-
troleum industries, 37 percent. These ratios have been rising during 
recent years. 

EXPORT OF JOBS 

This outflow has, of course, been accelerated by the recession and 
low level of industrial investment and plant expansion in this country. 
American businessmen and capital owners have, therefore, seen it as 
their opportunity to utilize their funds abroad profitably while there was 
less opportunity in this country. Workers have seen jobs exported en 
masse. 

The question is what can be done to reverse this outward flow of 
capital? The most obvious solutions are first to erase currently existing 
tax incentives that encourage the export of American capital-and 
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second prohibit American firms from using tax havens in foreign coun-
tries. These solutions have the approval of the Kennedy Administra-
tion. The President has proposed, for example, the elimination of the 
right to the deferral of tax payments on earnings overseas, the elimina-
tion of tax havens and the reduction of tax privileges for Americans 
living abroad for long periods. These proposals have been vigorously 
protested by American businesses operating in foreign countries. 

FOREIGN INVESTMENT CONTROLS 
At best these measures designed to establish equalization of treat-

ment between investments at home and those in developed countries 
abroad do not resolve the basic question as to whether we should curb 
the export of capital to these developed countries. The present Admin-
istration appears reluctant to proceed beyond the preceding tax equali-
zation recommendations. It is squeamish about establishing controls on 
such capital movements even though they are currently employed by 
many European countries in an effort to right their balance of payments. 

Let us examine the significance of the issues confronting us as 
Americans and trade unionists. The United States is faced with a sig-
nificant deficit which it must seek to correct. The Federal Government 
has taken a number of steps toward reducing it. It has lowered the 
amount of tax exemption for tourist purchases abroad from $500 to 
$100. An agreement has been apparently negotiated with West Ger-
many for it to purchase annually $400 million of armaments. The 
OECD nations have been asked to shoulder part of the cost of eco-
nomic development for the newer countries. We have reduced the vol-
ume of offshore procurement, particularly in hard currency countries to 
preserve our dollar purchases. The government tried to reduce the num-
ber of military dependents abroad to save on such costs. The Federal 
Reserve Bank has tried to encourage return of short term capital funds 
by seeking to raise the interest rates for such monies and reducing 
them for long term loans, but with only modest success. Conversations 
with foreign central banks have led to understandings which will pre-
vent panic in the money markets. 

The overhanging concern about our deficit and its possible impact 
on the value of our money has promoted a renewed program for en-
couraging exports from the United States. This effort is being advanced 
with little reflection as to its consequences for other countries. 

While these moves are being made, the Administration remained 
relatively unconcerned with the export of $365 million by the Ford 
Motor Company to buy up minority interests in its British subsidiary. 
Nevertheless, many business leaders and economists have become much 
troubled by the nation's ability to continue our exports and our cost 
structure. They have begun a campaign to popularize the idea that our 
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wage levels are too high and our costs embarrass our export efforts. 
They have urged restraints in future wage policies. 

The issue before us is therefore real. Shall we permit freedom of 
capital export even at the price of having to adopt controls or limitati_ons 
on our freedom for collective bargaining negotiations in the Umted 
States? If the problem of the payments deficit is so press~g, should not 
controls be made effective particularly in the areas most drrectly related 
to the creation of such deficits; namely, the export of capital? 

FOREIGN POLICY CONSIDERATIONS 

The control of such capital exports could have other advantages for 
the American economy. First, it would increase the supply of capital 
in the United States, thereby reducing long term interest rates. _s~cond, 
it would discourage producers from seeking to escape competition by 
running off to lower wage areas and place a greater_ pressu;e on ~em 
to seek to solve their competitive problems through mnovatwn, des1gn, 
research and hard thinking and more risk taking. Third, the gove~ment 
would be enabled to favor investments in underdeveloped countnes. 

We therefore urge a vigorous program of control over such direct 
foreign investments. 

In any program of control of foreign investments, two additional 
requirements should be added to a license for export. O?serva~ce of a 
code of good behavior as respects labor standards and mdustnal rela-
tions should be made mandatory. Second, foreign investors should be 
continuously apprised of this nation's foreign policy an~ interests and 
be required to observe them in their conduct and practice. 

When an American company sets up a subsidiary in a foreign 
country, it doesn't have to pay any United States taxes on profits 
until such time as it brings the profits back home. Corporation taxes 
are almost always lower in these foreign countries, and American 
companies can often get special concessions as well. 

The American Management Association has found that because 
of tax differences the profits on earnings reinvested overseas pile 
up twice as fast as they do here at home. We do not think any tax 
concessions can be justified for companies that invest in other 
industrial countries such as those in Western Europe, and certainly 
such concessions are outrageous when the overseas plant is designed 
primarily to ship goods back to the United States. 

Why should any favors be extended to a corporation that delib-
erately sets out for the sake of extra profits to rob Americans of 
their jobs? 
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Some Foreign Policy Implications Of U.S. Foreign Trade 

By 
Theodore Geiger 

Chief of International Studies 
National Planning Association 

Since World War II the nature of world politics has changed funda-
mentally. Today virtually every part of the globe participates in world 
politics. 

World politics is no longer the exclusive concern of a few great 
powers, such as Great Britain or France or Germany or the United 
States. It is the concern of every country in the world, and in one way 
or another every country in the world plays a part in it. 

This transformation of world politics is in turn an expression of a 
more fundamental movement which has been occurring throughout 
the world in the 20th century. In country after country the people and 
more particularly their leaders have begun to recognize that control 
over the standard of living, over the rate of economic growth, over 
social conditions, over justice in the society, is no longer something 
which must be left to nature, to impersonal forces, over which human 
beings have no control. 

They have recognized that social and economic conditions can be 
changed by deliberate human action. And they have set out to make 
the changes they desire. The countries of Latin America, for example, 
which for 400 years have been passive participants in their own des-
tinies, have within the last 20 years become cognizant of the fact that 
through their own actions they can improve their standards of living, 
achieve greater social justice, and play a more important part in the 
affairs of the world. 

In the past 20 years, scores of new nations, previously ruled by Euro-
pean powers, have come into existence in Asia and Africa. Here again, 
the leadershsip of each of these new nations is imbued with the idea 
that through its own actions it can raise the standard of living and the 
rate of economic growth, improve the division of the national income, 
and magnify its own role in world affairs. 

So we have throughout the world this fundamental revolution which 
has been occurring in the course of this century, but which has been 
greatly accelerated since World War II. 

This transformation of the world scene is, in itself, a major problem. 
It is complicated, however, by the rise of international communism. In 
origin, communism is one product of this fundamental transformation, 
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but having come into existence it becomes a further complicating factor. 
As is well known, the Soviet Union and Red China are aiming at world 
domination. They are exploiting the world revolution to serve their own 
ends. They are making it more difficult for many countries to achieve 
their goals by democratic procedures because, if they can make volun-
tary methods fail in these countries, the interests of international com-
munism will be advanced. 

It is this greatly complicated world situation that confronts the 
United States and the other Western countries, and provides the 
setting in which U.S. trade policy must be formulated. 

It must be recognized that international trade is a factor of major 
importance in helping countries all over the world advance their own 
well-being. It is hard for us today in the United States to understand 
just how important foreign trade is to most other countries. We must 
realize that, in the aggregate, our foreign trade-our merchandise ex-
ports and imports-are together only about seven percent of our gross 
national product. 

This means that in their daily life the American people as a whole 
are not deeply or directly involved in foreign trade. But the reverse is 
true if you look at the picture from the point of view of the other 
countries of the world. 

There are, in fact, few other countries in the world, industralized 
or underdeveloped, in which at least the more progressive parts of the 
economy are not far more dependent upon exporting or importing than 
is the case with the United States. 

In the various European countries, foreign trade ranges from a mini-
mum of about 20 percent to a maximum of approximately 50 percent 
of their gross national products. 

DEPENDENCE ON TRADE 

For the underdeveloped countries of Asia, Africa and Latin America, 
the dependence is even greater. In Africa, for example, though the great 
bulk of the population may still be living within a subsistence and self-
sufficient tribal economy, the part of the society which is progressing 
and growing-that is, the market economy-may be dependent upon 
foreign trade for as high as 80 or 90 percent of its goods and services. 

So, whether the economy is advanced or underdeveloped, in almost 
all countries today, foreign trade is of overwhelming importance, because 
their standards of living, their rates of investment, and their ability to 
import the capital goods necessary for economic development all de-
pend upon foreign trade. 

More important than the foreign aid which other countries receive 
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from the United States is the foreign trade which they carry on with 
us. There are countries in the world, particularly in Latin America, in 
which 80 percent of their foreign trade is with the United States. 

There are very few countries which carry on less than 10 percent 
of their foreign trade with the United States. Thus, for many countries 
the extent to which they can export to the United States is of far 
greater significance than the amount of direct aid which they receive 
from us. This means that a serious reduction in their export earnings 
from trade with the United States can have a far more adverse impact 
on their economy than a reduction in U.S. aid to them. 

IMPORTANCE TO U.S. 

Thus, if we look at the problem of U.S. foreign trade in its world 
setting, we see that to virtually every other country of the non-com-
munist world it is the very essence of their existence and the essence of 
their opportunities or potential for progress in the future. 

One may ask why is this important to the United States. Granted 
that to other people their trade with the United States is of great sig-
nificance, why should it concern us to the extent to which we would be 
prepared to sacrifice some American jobs and to the extent to which 
we would be prepared to subject Americans to the painful adjust-
ments that would result from lowering our tariff barriers? 

The reason why it is important to us is quite fundamental. It touches 
the very existence of Western society in the future. In today's world 
one group of countries, led by the United States has a relatively high 
and rapidly growing standard of living. 

But many of the countries in the non-communist world do not. For 
all the talk that there has been in the last 20 years about economic 
and social development, the fact of the matter is that the "have" coun-
tries, the advanced industrialized western countries, have been growing 
at a rate double that of the underdeveloped countries. 

In fact, in a great many underdeveloped countries there has been 
no net progress at all. The increases in productivity that have been 
achieved in the past 10 or 15 years have in many cases been offset by 
rapid increases in population. 

In quite a number of countries, some very important to the future 
of mankind, like India, the living standard of the ordinary man, of the 
Indian peasant, is not as high today as it was 30 or 40 years ago. 

Throughout the world, therefore, the economies of the richest coun-
tries are continuing the expand at a faster and faster rate. And it is 
quite possible-in fact, according to targets recently adopted by the 
Organization for Economic Cooperation and Development (OECD)-
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the productivity of the Western countries will be doubled over the next 
20 years. 

Such an increase in productivity is technically attainable in the 
countries that are already industrially advanced. But in the underde-
veloped countries, any comparable increase in productivity may not 
be technically possible unless a great many things happen which are 
not happening in the world today. The more likely outcome is one in 
which the gap will continue to widen between the small group of rich, 
advanced countries and the much, much greater group of overpopu-
lated, underdeveloped and very slowly progressing countries. 

In such a world, there could be no security for the rich and the well 
off nations. As we become a smaller and smaller minority, we will also 
become less and less secure. One of the most important steps which 
we can take to prevent that gap from widening-and if possible to 
narrow it (which will, of course, be more difficult)-is to foster our 
trade with these "have not" countries. If we increase their ability to 
earn through exports, we will help them to accelerate their own de-
velopment. These long-range considerations make a liberal foreign trade 
policy more important to us than even the direct economic gains we 
derive from our trade. They are certainly of greater importance than 
the short-term injuries which may be suffered by individual producers 
in our economy as a result of lowering our tariff barriers. 

FUTURE OF FREE WORLD 

If European trade policy-and ours-are conducive to the advance-
ment of the other countries of the world, then we can look forward 
hopefully to the future. If they are not, if U.S. and European trade 
policies are dominated by an excessive concern with protecting domestic 
special interest groups, then to that extent we can be pessimistic about 
the kind of world in which our children and grandchildren will be 
forced to live. 

This does not mean that we must sacrifice without thought the wel-
fare of groups in American society who have a stake in the problem 
of import competition. There are ways in which their legitimate inter-
ests can be safeguarded without resort to protective tariffs. 

Obviously, this is also a political problem at home. We have to be 
realistic and we have to be humanitarian, but there are ways in which 
the problem of adjustment to increased import competition can be 
eased for those who are adversely affected. It is imperative that we seek 
these ways-and that we do not jeopardize the future of our country-
and of the free world-because of our lack of imagination or willing-
ness to do so. 
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ACHIEVING A MORE EFFECTIVE TRADE POLICY 
Changes In Existing Protection Against Injury From Imports 

By 
Howard S. Piquet 

Legislative Reference Service 
Library of Congress 

According to pure economic theory, injury resulting from import com-
petition is essentially a short-run phenomenon. Under free trade, 
theoretically, the people who are displaced by imports will find new 
jobs-in the long run. The problem of injury is the problem of some-
body being hurt in the short-run. 

It's the problem of immediate displacement, not of ~e eventual 
adjustment. The first thing of importance is the magmtude of ~e 
problem. Statistics have been repeated, almost ad nause~m, s.howmg 
that relatively few persons would be involved by way of JOb ~splace­
ment, even if the United States were to go on a free trade bas1s. 

It is generally agreed that the number of persons affected would 
be between 200,000 and 300,000, but that is largely irrelevant, since 
it makes little difference if I'm run over, whether I'm part of a large 
statistic or a small statistic. 

The problem of injury is an individual problem; it involves individ-
ual people and individual firms. 

The next point that we must bear in mind is that, when we've talk-
ing about the liberalization of trade, on the import side, we are, for 
the most part, talking about small business. 

Now the small business problem and the problem of import com-
petition do not exactly coincide. There are a lot of other problems that 
small business faces besides import competition, but we should be 
cognizant of the fact that the complaints that come in with respect to 
import competition are complaints from businesses that quite properly 
would be called "small" by Americans standards of size. 

The Administration has been talking lately about a new type of tariff 
bargaining. There is a growing belief that instead of approaching 
tariff concessions, reciprocally, on the basis of item-by-item negotia-
tions, we should approach it on an "across-the-broad" basis, through 
parallel, or linear, cuts. 

If such a policy were adopted, it would mean that the problem of 
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injury would probably become greater than it now is because the cuts 
would be made in the first instance without regard for individual in-
dustry peculiarities. 

So, it's highly important that we discuss the escape clause in the 
context of a liberalized trade policy. 

In the first place what is injury? The dictionary meaning is pretty 
clear; "injury" means that somebody is hurt; it does not mean, and 
should not be confused with, "inconvenience." 

The inconvenience of shifting from one job to another is often con-
siderable, but it doesn't mean that a person is necessarily "hurt" or 
"injured," merely because he has to adjust to some new line of activity. 
In a free enterprise economy we do this every day. 

It is the essence of the individual enterprise system that those who 
are not well-adapted to the environment should transfer to other lines of 
work for which they are better qualified. The theory of the individual 
enterprise system is that, through self-interest, we maximize the utiliza-
tion of resources in the most efficient manner. When we introduce 
obstacles to such adjustments we minimize our efficiency. 

So, when we're talking about injury resulting from import competi-
tion, we should be clear in our own minds that we are not talking 
about the inconvenience of shifting from one line to another, provided 
the opportunities for shifting are there. 

I'll give you an illustration. In New York City, not so long ago, 
some producers of briar pipes were confronted by import competition. 
It was easy for the workers to find new jobs because New York City 
is a highly-industrialized, highly-diversified area, with many job oppor-
tunities. 

INCONVENIENCE VS. INJURY 

But, if the same happened in West Virginia, where there is specialized 
production in chinaware, glass, toys, and coal, the adjustment itself-
the inconvenience-becomes injury. When you can't reasonably find a 
job, you're "hurt." 

When you lose your job, you're hurt, and when you lose your capital 
investment, you are also hurt. That's what we should mean by "injury," 
in connection with the escape clause of the Tariff Act. Injury means 
hurt; it means essentially the inability to find an alternative oppor-
tunity. 

Next, who suffers injury? We have become mixed up in our think-
ing on this subject. Not long ago I was sitting down with some research 
people in the government trying to find an industry or two that would 
fit certain requirements for study. We could hardly find such a thing 
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as an industry. Very few products today are produced by a single in-
dustry, and very few industries produce a single product. Industry is 
primarily a statistical concept, rather than an economic concept. 

"Industries" don't suffer injury; no statistical category can suffer 
injury. People suffer injury, and this means individual workers and 
individual firms. In the trade adjustment bill introduced not long ago 
by Senator Javits this principle is clearly recognized. It's the first bill 
along this line that recognizes this principle. 

So much for the "who." 
Now what do you do about it? What's the "how"? What do we do 

about injury? Do we just let these people suffer? I think I'm correct 
when I say that most Americans believe that no small group of in-
dividuals should be called upon to pay the cost of foreign policy by 
losing an opportunity to work for a living. 

AVOIDANCE OF INJURY 

I think this is basic to our American philosophy. But, it does not mean 
that a person must be frozen into his job. If he can find another job, 
or if capital can be adjusted to some other line of activity, then the injury 
has been avoided. 

When we think of this problem in terms of the individual, the 
"avoidance of injury" philosophy makes sense, but when we couple the 
"avoidance of injury" philosophy with an iron-clad requirement that 
imports must be curtailed, we are guilty of muddy thinking. 

Injury is something we want to avoid. Curtailment of imports, under 
an escape clause, is only one way out. The escape clause means what 
it says. It's an "escape" from something. It's an escape from a commit-
ment, made with another country, to reduce trade barriers on a 
reciprocal basis. 

Under the present law, whenever the Tariff Commission finds injury 
to exist it communicates that fact to the President, together with a 
recommendation for action. The President either can accept the find-
ings and recommendations of the Tariff Commission and impose a 
higher tariff or an import quota, or he can, in the national interest, 
refuse relief by rejecting the Tariff Commission recommendation. 

What is needed, now is a new formula; a third choice for the Presi-
dent. Here is where an "adjustment assistance" formula comes into the 
picture. "Adjustment" should emphasize, not relief to the person who 
is injured, but the adjustment to some other line of activity. This can 
be done in several ways. 

One way that has been proposed, a rather simple way when an 
entire industry is found to be injured, would be to invoke the escape 
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clause, raise the tariff, but then provide automatically that the new 
tariff will decline automatically, every year for a period of five years, 
with no renewal. 

In other words, you would give the industry protection while they're 
adjusting. However, it would be desirable to invoke adjustment assist-
ance for individual workers in the industry involved. 

This would extend the GI Bill of Rights philosophy to the people 
who are required to bear the cost of foreign policy, on the economic 
side. It would provide young people with retraining; small business 
with loan assistance; manufacturers with technical assistance; workers 
with moving allowances and stepped up unemployment insurance. It 
would, in fact, include a large number of devices designed to give 
assistance to the individuals who stand to lose from foreign policy. 

In any case, it needs to be emphasized that the important thing in a 
free enterprise economy is flexibility and mobility. We should make it 
easy for people and opportunities to come together in a way that will 
maximize the productivity of the country. 

So, it seems to me that the escape clause and the "avoidance-of-
injury" philosophy is at the very center of what we shall be talking 
about in this coming session of Congress and for some time to come. 

With the development of the European Common Market-and other 
regional economic blocs-the United States, the biggest free enterprise 
economy in the world, cannot follow a policy which would, in effect, 
freeze everybody in his present job, regardless of efficiency. 

The conclusion with which I came away from these (GATT) 
meetings in Ge·neva is that we have got to find a way of reorganizing 
our own trade thinking so that we can get along in international 
trade and compete on sound grounds with the new European Com-
mon Market. The Common Market is a customs union but it is ac-
tually approaching a political union between Belgium, Netherlands, 
Luxemburg, Germany, France and Italy. The United States Govern-
ment, with the support of the labor movement, pushed for the Com-
mon Market idea for a long time. We want unification of Europe, 
as a bulwark in the fight for freedom in the world. 

The Common Market has resulted in a tremendous increase in the 
real wages and standard of living of the workers of Europe. 
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Government Assistance For Workers, Firms And 
Communities Affected By Foreign Trade 

By 
Hyman Bookbinder 

Special Assistant to The Secretary 
U.S. Department of Commerce 

The concept of adjustment assistance or development assistance 
is not new in American economic history. There are many analogies 
to this program. When this country felt that it needed railroads it 
didn't say, "Let private industry, all by itself, on the basis of the 
market, on the basis of the outlook for immediate profit just go out 
and buy lands and build railroads." It made the land available. 

When this country feels that it needs a merchant marine it doesn't 
say to American shipbuilders, "Go ahead and build ships because the 
market situation in the world will permit you to make a lot of money." 
It says "This country needs a merchant marine. It needs it for national 
reasons. Therefore, we will contribute certain incentives and induce-
ments that will subsidize the shipbuilding industry." 

When this country took millions of young men and sent them to 
war, some of them never to return, and deprived them of education 
and job opportunities, it said, "We have a special responsibility, since 
these young men and some women were deprived of their normal edu-
cation and job opportunities, to help them acquire a college education". 

When we needed expansion of industries for war purposes we gave 
accelerated amortization. There's nothing new in this concept of helping 
individuals and industries to adjust to economic actions made in the 
national interest. 

In the same way, as a matter of national need and interest, it is con-
templated that modifications be made in our trade policy. 

Since this is to be done in the national interest, whatever burden 
there might be should not fall on certain segments of the people of this 
country. No individual groups, no specific industries, should be required 
to bear the full cost of this necessary national economic decision. 

The Administration, along with the labor movement and progressive 
people generally, recognizes the need to provide a climate of security 
for all people. That's why we are working to achieve a decent unem-
ployment insurance bill. 

We favor proper training for everybody; we favor proper social 
security for everybody and, of course, if we have all of the programs 
we're interested in, there might not be a need for a special trade ad-
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justment program. After all, if anybody willing to work becomes un-
employed, for any reason, we could argue that he should receive the 
best kind of unemployment insurance, retraining, relocation and so on. 

But we don't have this paradise and so we're now saying, while we 
work for general improvements in all of these programs, we have a 
special need and urgency to provide alternative opportunities for men, 
women, plants, and communities that can demonstrate they have in fact 
been hurt by our trade policy. 

We do not anticipate that many thousands or millions of workers 
will be so affected. But where they may be so affected, a package of 
remedies should be available. 

The individual is hurt no matter whether he is one of a group of ten or 
one of a group of ten million. 

Now, briefly, what are the remedies that have been proposed? Some 
you'll recognize as already in existence in other programs. First, there 
is the basic retraining function. We would want to help individuals ac-
quire the skills that may be needed to go into a new job in the same 
plant or in another plant or in another industry, perhaps even another 
area. 

This is basic. 
Second, while a worker is retraining, while he is awaiting a further 

job opportunity, we think his unemployment insurance should be ade-
quate to keep him going. It should be more adequate than the average 
situation now permits in the country. 

RETRAINING AND RETIREMENT 

Third, because some of the changes may require actually moving 
to a new area, this administration has already endorsed as part of a 
general retraining bill, the concept of providing relocation expenses, 
at least partially, for the cost of moving to another area. 

The fourth proposal, which has appeared frequently in these bills 
that have been introduced on this measure, is the concept of earlier 
retirement. The bills that have been introduced in the past usually talk 
about the 60-year retirement. But we believe this should be flexible. If 
a man becomes unemployed when he's 58, 59, 60 or 61 years of age, 
it is almost impossible for him to get trained or started in a new in-
dustry or new plant. 

So we must seriously consider provisions which will permit workers 
displaced by foreign trade to retire at a somewhat earlier age than the 
general statute permits. As you know, last year the men's age was 
reduced from 65 to 62. But further adjustments to cover special situa-
tions may be needed.' 
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These, then, are some of the kind of measures that would help to 
soften the impact that a liberal trade policy might have on some in-
dividuals. But what do we propose for specific industries? 

First, we would supply industries, injured by imports, in a more 
coordinated, careful, and complete way, information and technical 
assistance to help them learn new methods, new markets, new products, 
and so on. 

Second, we would enlarge the small business loan program, so as to 
make firms that have been hurt by imports eligible for loan assistance. 

Third, it has also been suggested that such industries also be given 
the benefits of accelerated amortization. And, fourth, it has been sug-
gested that more government procurement be channeled to firms that 
have been affected by imports. 

FOCUS ON NATIONAL INTEREST 

In the years ahead we will need a trade policy that keeps the national 
interest sharply in focus. In order to implement that national trade 
policy there will inevitably be some cases, relatively few, but some 
cases of hardship. 

Where those cases can be identified, it is suggested that the President 
be clothed with authority to provide to communities, industries and 
workers, a series of measures which will help them adjust to new and 
productive economic activity. 

This way the nation as a whole will benefit without undue hardship 
to specific workers, communities and industries. 

1 Since this statement was made, the Administration has sought to achieve this objec-
tive by allowing for larger adjustment allowances for those over 60 years of age. 

International trade is the new frontier for American industry. 
Like all frontiers, it demands hard thought, hard work and 
endurance, but the rewards are great. For the American worker it 
means new opportunities, not only for himself but for his children 
and for his grandchildren, because, as the world grows, as the world 
progresses, as the per capita income of countries like India grows 
from $70 a year to what it is in Japan, $350 a year, and ultimately 
what it is in the United States, where per capita income is $2,000 
a year, there is great opportunity for us as a great nation, and for 
many other countries, to meet unfilled needs throughout the world. 

33 

ARTHUR GOLDBERG 
U.S. Secretary of Labor 



IMPORTS ARE. VITAL TO 
OUR DEFENSE 

BRAZIL RHODESIA & 
INDIA NYASALAND 

\ SOUTH AFRICA 

\ 
CASTOR OIL CHROME ORE 

\ \ 

MANGANESE 

I 
INDIA 
GHANA 
BRAZIL 
MEXICO 

BRAZIL 
CONGO 

MOZAMBIQUE 

34 

CONGO 

~ICKEL 

CANAOA 

NORWAY 
NIGERIA 
CONGO 

I 
COLUMBIUM 

I 

TIN 

\ 
MALAYA 

INDONESIA 
BOLIVIA. 

PERU 
CANADA 

CHILE 

I 

BRAZIL 
BOLIVIA 

PORTUGAL 
AUSTRALiA 

International Fair Labor Standards 

By 
Everett Kassalow 

Director of Research 
Industrial Union Department, AFL-CIO 

Foreign trade has always been important to the United States but it 
is of greater importance today than ever before, both in terms of prod-
ucts exported and imported-and our relationship with other countries. 

Despite this ever-growing importance many union members say, 
"Look, we've got unemployment, so let's shut out all these foreign im-
ports." Unfortunately, this would be a very dangerous thing to do. The 
facts demonstrate beyond a doubt that we gain many more jobs from 
foreign trade than we lose. So our task is not to cut off foreign trade, but 
to find solutions which will let us have the benefits of foreign trade 
without causing undue hardship to individuals and companies. 

In terms of impact, the problems raised by foreign trade are not sub-
stantially different than those raised by automation. We do not try to 
stop automation. But when workers are forced out of jobs as a result 
of new machinery, the trade union movement tries to insure that the 
hurt is kept to an absolute minimum. And so it is with foreign trade. 
We can't stop it-but we can keep workers from being hurt. 

As we have seen, one approach to the problem is through enactment 
of a comprehensive trade adjustment act. But this is not the only ap-
proach. Another way to meet the problem of international competition 
is through the development of fair labor standards in international 
trade. 

One of the difficulties in determining fair labor standards for the 
world as a whole is that we cannot be too precise. For example, in the 
United States we talk about a minimum wage in terms of $1.00, $1.15, 
or $1.25 an hour. We obviously could not apply this standard to very 
many countries elsewhere in the world. We cannot demand that all 
products sold in international trade be produced at an hourly rate 
of no less than something like $1.00 per hour. 

We cannot do so simply because productivity differs from country 
to country; living standards differ from country to country; and efficiency 
of industry in one country is quite different from another. 

Yet the AFL-CIO and many of its constituent unions have taken the 
position that exports and imports, whether you look at it from the 
point of view of the export country or the import country, should not be 
based upon exploited labor conditions. 
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In other words, we believe that workers in the United States should 
not have to compete against products coming from abroad which are 
produced by workers employed under sweatshop conditions. 

We believe it is not only unfair to American workers, but that it is 
not good for workers in the exporting country--or even for the export-
ing country itself. 

We know that in the long run, a country cannot build a sound and 
healthy economy if it is working its labor force 80 hours a week at 
wages of five, six or eight cents an hour. 

This is the general framework within which the American labor 
movement has been trying to develop an approach to fair labor standards 
for international trade. 

In deciding what constitutes a fair wage for a product entering into 
international trade, I must frankly admit that while we have some 
ideas as to how to determine whether a product is being unfairly ex-
ported to the United States, we have not reached any final definition. 
However, we are developing criteria-which I would like to discuss. 

As an example, let's take a specific company in a country which is 
exporting textiles to the United States. If it can be shown that the 
wages this company pays its workers are significantly below the wages 
generally prevailing in the textile industry in that exporting country-
this would indicate that these workers were probably being exploited 
-and that the products being sent to the United States were being 
produced under substandard conditions. 

This is one test that might be applied. 

EXISTENCE OF SWEATSHOPS 

A second method for ascertaining the existence of sweatshop--or 
substandard-labor conditions would be to compare wages in a specific 
industry (such as the textile industry) in an exporting country with 
wages for manufacturing generally. Here again, if it is found that a 
substantial differential exists, it can be presumed that workers are being 
exploited. 

A third way to measure exploitation is to compare unit labor costs 
as between one country and another. This is not an infallible measure, 
of course, since in a technologically advanced nation high wages and 
low unit labor costs are by no means incompatible. However, if a 
country gains increased production-by the introduction of new and 
better equipment-but continues to follow the old wage pattern, based 
on less productive labor, it could be presumed that the workers were 
not receiving a fair share of their increased productivity. But here 
again we cannot make a hard and fast judgment. In some cases, as for 
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example, where it could be shown that other production costs-includ-
ing raw materials, power, and capital investments-were materially 
higher, the exporting country might argue the necessity of offsetting 
these higher non-labor costs with a comparatively low wage scale. 
This argument could only be considered valid, however, when it could 
also be shown that profits were not unreasonably high. 

Having devised these and similar tests in order to determine if goods 
shipped in international commerce are being produced under sub-
standard conditions, the question remains: what can be done about it? 

From our own experience we know, of course, that the most effec-
tive antidote to unfair labor conditions is a strong labor movement. 
And this is true even in countries that may try to raise wages-and 
living standards-through minimum wage legislation. To be effective 
such legislation needs policing by a watchful labor movement. 

BUILDING STRONG UNIONS 
Thus we can make a significant contribution to international fair 

labor standards by supporting the development of trade unions in un-
derdeveloped countries through such instrumentalities as the Interna-
tional Labor Organization and the International Confederation of 
Free Trade Unions. 

Although in the long run this approach--of building strong unions 
throughout the world-will be the most effective approach, we recognize 
that it is a long run technique and that there will remain many areas 
in the world in which for some time the labor movement will be too 
weak to establish and enforce meaningful standards. 

Therefore, we must seek more immediate solutions. To this end we 
are trying to develop machinery which can operate through the Gen-
eral Agreement on Tariff and Trade (GATT) meetings. For those 
unfamiliar with GATT let me briefly explain that it is a conference at 
which all the countries of the Western World meet periodically to stimu-
late trade through the negotiation of tariff concessions. 

We are suggesting that at each GATT conference there should be 
a review of the impact of increased trade upon specific countries for 
the purpose of determining whether the labor force is sharing fairly in 
the expanded benefits made possible by such trade. 

We believe that where it should be found that the labor force was 
not sharing in those benefits--or where there was other evidence of 
exploitation-GA TT, as an organization, could exert a strong moral 
pressure to encourage the improvement of labor standards. 

Should such moral pressure prove ineffective, we believe that a 
second stage is indicated. If, for example, a specific industry or group 
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of workers was being unfairly injured in the United States by the 
importation of goods from a country in which labor exploitation had 
been demonstarted, we believe our government should negotiate through 
the machinery provided by GATT for a variety of remedies. Our gov-
ernment might demand that the other nation either raise its wages-
or limit its exports to the United States. This could be done gradually 
-with a period of adjustment during which-as wages were raised in 
one country, opportunities for greater trade would be opened up in 
another. 

Our goal, of course, is to maintain and even increase our channels 
of trade with other countries. To do this, we will naturally have to 
make some adjustments at home. But this adjustment must work both 
ways. While we adjust to importation of foreign made goods, we ex-
pect other countries to adjust their living standards upward so that 
our working and living standards are not undermined by exploited 
and sweated labor elsewhere in the world. 

A simple comparison of wage rates in different countries at pre-
vailing rates of exchange is, of course, not an adequate indication 
of comparative labor costs. Wages are supplemented in most coun-
tries by fringe benefits and other indirect labor charges, and the 
addition of these narrows the gap between American and European 
wage costs. In any case, however, a proper comparison of labor 
costs between countries must also take account of productivity in 
the countries compared. In other words, the comparison should be 
based on labor costs per unit of production. Where productivity of 
American labor is much higher than productivity in the same in-
dustries in other countries that will go a long way-if not the whole 
way-towards offsetting whatever competitive advantage other coun-
tries derive from lower wage rates. 

HERMAN PATTEET 
International Confederation of 
Free Trade Unions 
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Progressive Management Practices And 
Federal Full Employment Policies 

By 
Russell Bell 

Assistant Director of Research 
Canadian Labour Congress 

Unlike the United States, which has a favorable trade balance, 
Canada has a significant deficit in world trade. For this reason the 
arguments of those who claim that workers must sacrifice-and reduce 
-their wage levels in order to make Canadian goods more competi-
tive-are even louder and more vociferous in Canada than they are 
in the United States. 

But there is one inescapable fact that reduces this argument to 
absurdity. Our trade deficit is traceable not to our commerce with 
low wage nations-but very largely to our trade with the highest 
wage country in the world-the United States. For example, in our 
trade with the United Kingdom and Japan, both of which have signifi-
cantly lower wage standards than ours, we have not a defiicit but a 
favorable balance of trade. In fact, in our trade with Japan we have 
had a favorable balance of trade in every single year in the post-war 
period. 

Therefore there is not a shred of evidence to support the contention 
that the wages of Canadian workers are pricing Canadian goods out of 
world markets. Unfortunately, however, many Canadian newspapers, 
like those of the United States, have repeated the high wage fallacy 
for so long that they have convinced far too many people-including 
many good trade unionists-that Canadian wages are indeed too high. 
In this respect, as in many others, our problems are quite similar to 
those of the labor movement in the United States. In our country-as 
in yours-we have anti-union forces who try to make black out of 
white-who try to portray decent wages as a national detriment instead 
of a national benefit-and who are willing to talk long and loud about 
wages but who studiously ignore factors of far greater significance such 
as productivity and unit labor costs. 

Actually, as every economist knows, wages are only one small part 
of prices. Furthermore, as every smart business man knows, price is 
only one of many considerations in the seller-buyer relationship. As 
one authority stated recently in the Harvard Business Review: "How 
all-important is price anyway? Many American marketers have taken 
great pains over the years to emphasize that price is only one element 
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in making the sale. They have claimed th.at other fa.ctors. c?ntribute 
heavily to the selling task-that to do the JOb really nght, I~ Is neces-
sary to have a total marketing effort that brings t? bear service, adver-
tising, personal selling, effective channels, marketmg research, and the 
other functions of the marketing mix." 

In their own interest more businessmen must begin to recognize 
certain evident truths about their own shortcomings in international 
trade-including their serious failure to compete effectively-and must 
stop trying to shift the blame for . their own shortc?mings onto. the 
shoulders of workers. It is encouragmg to know that m some busmess 
circles, at least, such a recognition is beginning to dawn. As a writer 
in the Washington Post stated recently : "The popular dogma that 
American business mostly because of high wages is pricing itself out 
of world markets has been repeated so often that it is rapidly becoming 
accepted as fact, but a strong dissent was ~egiste~e~ thi~ week from 
members of the United States trade promotiOn mission JUSt returned 
from seven weeks in Japan. The burden of their argument was that 
we're just not trying hard enough to sell our goods overseas." 

Here again, what is true for the United States is also true for Canada. 
In other words we have a situation that applies to the whole North 
American Continent. Our businessmen are beginning to realize that their 
post-war picnic-in which they did not have to worry about competi-
tion-is over. 

As you know, following the Second W?rld War the United .states 
and Canada, with their industry intact, enJoyed an unusual penod of 
years during which Europe and ~a pan w~re rebuilding their shattered 
industries and dislocated economies. Durmg these years-and so long 
as other countries needed our products so desperately-we could sell 
practically anything at all without regard to styling, quality or service. 

DEMAND FOR LOW WAGES 

Now, however, this situation has been drastically changed. Europe 
and Japan are producing goods at an unpr~cedented rate-a~d are o~t 
pushing these goods in world markets with unsu~passed vigor. ~t IS 
truly ironic that North American management, which has long pnded 
itself on its imagination and aggressiveness, is seemingly unable to 
meet this competition with anything more imaginative than a demand 
for lower wages and higher tariffs. 

It is doubly ironic that should management succeed in convincing 
the people and the governments of the United States and Canada of the 
necessity of such a course they would be committing a form of economic 
suicide. For how much should you cut wages to bring them down toward 
European or Japanese levels? 20 percent? 30 percent? What would 
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such a curtailment of purchasing power do to sales, jobs, profits, 
services, dividends, executive salaries, production, and public revenues 
in our two countries? The consequences are too hideous to contemplate. 

Therefore it is obvious that management must stop looking for a 
scapegoat and start remedying its own inadequacies. 

It must, for example, start to emphasize such long neglected factors 
as design, style and quality. It must start to expand credit facilities-
and make them at least equal to those that exist in Europe and Japan. 
It must train salesmen and technicians who understand the problems 
-and the ways in which business is conducted-in other cultures. It 
must realize that the days when it could merely sit back and take 
orders are gone. It must, in brief, recapture the energy, imagination, 
and aggressiveness that originally made the United States and Canada 
the great trading nations they are. 

EFFECT OF AUTOMATION 

Of course the fundamental purpose behind any effort to maintain and 
increase trade is to generate an expanding economy of full employment. 
However, a liberal trade policy is not the only method by which a 
democratic government can encourage full use of resources and skill. 
And unfortunately neither the United States nor Canada is making such 
a full use of these resources and skills at the present time. In both of 
our countries there has been a continuing growth, over many years, 
in the rate of what the economists call "structural unemployment". 
This problem of unemployment has been aggravated because while 
automation has been erasing jobs on the one hand, population-
and the needs for jobs-has been increasing rapidly on the other. It is 
obvious that under these conditions even vastly expanded trade will not 
be sufficient to reverse the growth of chronic unemployment. Further 
government action-aimed at putting people to work and raising per-
sonal incomes-is plainly needed. 

Although we are the two wealthiest nations in the world tens of 
millions of our citzens are today living on the bare edge of subsistence. 
In the United States, for example, more than 36 million Americans-
or one-fifth of the nation-live in households in which the total family 
income is less than $3,000 a year. Another 5.4 million, who live alone, 
have incomes of less than $1,500 a year. In both the United States and 
Canada such families and individuals create a drag on the economy-
a drag that could be converted to a pull if we could, through private 
and public action, raise the incomes-and thus cash in on the fantastic 
marketing potential--of this portion of the population. 

The labor movement is attempting to do this, of course, by organizing 
-and bargaining for these underpaid and exploited workers. But in 
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both the United States and Canada this effort has been sadly handi-
capped by restrictive policies in government-and unfair treatment in 
the big business press. H we are to achieve a dynamic economy the 
Government, at least, must maintain a favorable climate for legitimate 
trade union activities-especially those aimed at raising the purchasing 
power and living standards of the work force. For this is the key to an 
expanding economy of full employment under the economic system 
of North America. 

Unfortunately, neither the Canadian nor the American Labor Move-
ment have enjoyed this kind of climate in recent years because many 
people-holding positions of financial or political power seem to be-
lieve that the national welfare can be served by a cheap and docile 
labor force. 

They appear to be strangely blind to the relation that exists between 
low wages and reduced markets, between reduced markets and less 
production, between less production and more unemployment, and be-
tween more unemployment and business recessions. 

So before we mingle our tears with those who mourn the loss of 
some of our markets to vigorous foreign competition, let us challenge 
management to develop the now neglected market potential that exists 
right now from one end of the North American continent to the other. 

FILLING UNMET NEEDS 

We could set the stage for a new boom in manufacturing and 
processing industries in both our countries, if we but took an inventory 
of our national needs and set out to fill them. These needs extend to 
education-in terms of hundreds of thousands of classrooms; to hous-
ing in terms of replacing present slums-and building the additional 
millions of dwellings that will be needed in the next ten years to meet 
the expected growth in population; to community facilities in terms 
of recreational areas, retirement centers, youth centers, parks, and 
sewage and water-treatment plants; to medical facilities, including 
catching up with current shortages in rest homes and mental institu-
tions, and to transportation in terms of development of both mass transit 
systems for our burgeoning metropolitan areas and airports adequate 
to meet the demands of the Jet Age. 

These are only a few of the currently unmet needs of the growing 
populations in our two increasingly urban countries during this-the 
second half of the 20th century. If we move forward to meet these 
needs we will more than take up any slack in production caused by 
foreign competition. We will also create useful job opportunities for the 
fast-growing populations of the U.S. and Canada. 
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PART IV 

A POSITIVE WORLD TRADE POLICY FOR LABOR 

By 
Albert J. Hayes 

International President 
International Association of Machinists 

(Based on discussions, reports, and 
recommendations of delegates to the 
First I.A.M. World Trade Conference 
Washington, D.C., November 1961) 

The importance of world trade to the American-and Canadian-
economies can no longer be doubted. A liberalized flow of goods to 
and from our shores will boost our industrial activity-and help to 
absorb troublesome pools of chronic unemployment now existing in 
many industries. Conversely, restrictions which hamper trade-whether 
they are imposed by us against other countries or by other countries 
against us--can only result in economic stagnation. 

Because of these considerations the I.A.M. strongly supports liberali-
zation of the Reciprocal Trade Act. However, we are realistic enough 
to recognize that such a liberalization will raise serious problems for 
many workers. In some industries increased competition from imports 
will cause unemployment and individual hardship. 

Accordingly, we further believe that there is a need for supplemen-
tary legislation which will lessen the possibility that individuals, com-
munities and industries will suffer alone and unaided when jobs, pay-
rolls or markets are jeopardized because of the requirements of an 
overriding national policy. 

To insure a healthy trade relationship between our country and the 
rest of the world-while, at the same time providing necessary safe-
guards for U.S. and Canadian workers-the I.A.M. proposes the fol-
lowing ten-point program: 

First: In order to expand our export markets in other countries, we 
urge our Government to take all necessary steps to persuade other 
countries to remove unreasonable and unnecessary restrictions on the 
goods which we produce. 

We recognize that trade is a two-way street, but unfortunately the 
United States and Canada are not the only countries in the world in 
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which sentiment for trade restriction exists. In fact, in some countries 
where the products we make are highly desired they are kept out only by 
discriminatory tariffs. 

Our Government should make every reasonable effort to eliminate 
these discriminatory restrictions by negotiation. However, should these 
efforts prove fruitless, we are justified in requesting adequate and prop-
er counter-measures. For if trade is to be a mutual benefit, other 
nations, as well as our own, must allow it to flow easily in both direc-
tions. 

Second: As a further method of expanding our trade possibilities 
we urge our Government, in cooperation with other governments and 
international bodies, to support programs designed to raise living 
standards in the newly emerging nations of the world. 

We not only recognize that even a small rise in the standard of living 
of South America, Asia, or Africa will create vast new markets for our 
production, but that this process, once started, will generate even further 
increases in living standards, and in markets, as well. 

Third: We urge our Government to expand its efforts to help our 
employers compete more fully and effectively on world markets. 

When failure to compete is due to obsolete production techniques, 
unimaginative products, unaggressive marketing practices, unattractive 
credit terms, and inadequate service, we strongly support expert 
Government technical assistance. 

But where, as has sometimes been the case, the failure to compete 
is due to administered prices-and price-fixing conspiracies-then we, 
as the ones who suffer most directly, have a right to demand and ex-
pect vigorous and unceasing prosecution under the anti-trust laws. 

LOOPHOLES IN TAX LAWS 

Fourth: To lessen unemployment at home which has been caused 
or aggravated by the flight of American capital overseas, a flight that 
has been accelerated by loopholes in the tax laws as now written, we 
urge: 

-That our Government conduct an up-to-date census of all United 
States business investments in foreign countries so that it is possible to 
determine the full extent to which we are competing with our own em-
ployers. 

-That present tax laws be amended to eliminate the tax-deferrable 
privileges that are now enjoyed for earnings on investments in indus-
trially advanced nations. 

-That such laws be further amended to also deny such tax-deferrable 
privileges to firms which are now using underdeveloped nations as tax 
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havens where they may have profits from many sources taxed at rates 
far below those that would be imposed in the U. S. 

-That firms which intend to relocate all or part of their produc-
tion overseas be required by law not only to give ample notice to their 
employees, but also assume direct responsibility for lessening the 
human hardships caused by such relocation. 

An assumption of such a direct responsibility is justified by both 
morality and precedent. It is only right that firms which have built 
themselves and their profits on the service, loyalty and skills of a work-
force should not be permitted to abandon that workforce without ab-
sorbing some of the social costs involved. 

This is not a revolutionary proposal since both the I.C.C. and C.A.B. 
have required railroads and airlines seeking to consolidate to guarantee 
certain protections for workers who are displaced. 

SOFTENING IMPACT OF IMPORTS 

Fifth: As a start in this direction-and in the absence of any exist-
ing legislation-we urge all local lodges to seek provisions in their 
collective bargaining contracts which obligate the employer (a) to give 
ample notice of any intention to shift operations abroad, and (b) to 
provide severance pay, supplemental unemployment benefits, retrain-
ing allowances, and other similar protections. 

Sixth: To soften the possible impact of imports upon individual 
workers, we urge the prompt enactment of legislation providing the 
following minimum protections for workers whose jobs are eliminated 
by foreign trade: 

-Unemployment compensation providing two-thirds of earnings for 
a period of one year. 

-Retraining for available jobs in other industries. 

-Relocation allowances covering the cost of transferring workers, 
their families, and their household goods to new jobs. 

-The option by workers who have reached 60 years of age to retire 
on the full Social Security benefits due them. 

Seventh: To offset the impact of imports upon specific industries, 
we strongly urge and support enactment of legislation providing loans, 
technical assistance, and other forms of aid to communities and firms 
that can demonstrate injury caused by imports coming in from foreign 
countries. 

The purpose of such assistance should not be to subsidize incom-
petent or marginal producers but rather should be aimed at helping 
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them to either (a) compete more effectively, or (b) shift to other lines 
of production. 

Eighth: To lessen the impact of imports on industries and individuals, 
we urge the GATT (General Agreement on Tariff and Trade) Com-
mittee on Market Disruption to develop machinery that will prevent 
any nation from exploiting our liberal trade policy by suddenly flood-
ing our markets with goods which will disrupt any domestic industry 
without giving its employers and workers sufficient opportunity to make 
necessary adjustments. 

Ninth: We urge our Government to support more fully our efforts 
to eliminate unfair competition based on exploited labor. We believe, 
for example, that our efforts to strengthen unions in other countries 
through our association with the ICFTU, the International Transport 
Workers' Federation and the International Metalworkers' Federation 
must be supplemented by efforts on the part of our Government to raise 
labor standards in other countries through the ILO and GATT organi-
zations. 

In this connection we ourselves, in our own locals, should explore 
the possibilities of making more direct contributions to the ICFTU 
Solidarity Fund for the purpose of organizing workers and strengthening 
trade union principles and practices in parts of the world where the 
labor movement is still in is formative stages. 

Tenth: As our final major point and the one which is probably the 
most basic of all, we urge this Administration to adopt overall spend-
ing, tax and credit policies which will produce a rate of economic growth 
commensurate with our nation's needs and resources. 

ACIDEVING FULL EMPLOYMENT 

It should be the national objective to reduce unemployment as 
quickly as possible to a maximum of 3 percent of the labor force. As 
Walter Reuther has so well stated it, "Before we attempt to balance the 
national budget we should first balance the family budgets of America". 

For, if we can achieve substantially full employment, we will also 
expand our production of goods and our sources of tax revenues at a 
far higher rate than we are now doing. And when that happens, the 
national budget will balance itself. 

Also if we solve the problem of unemployment, we will solve the 
problem of trade. For if we achieve a dynamic, expanding full-employ-
ment economy, jobs that are eliminated by imports will be quickly re-
placed by new production in other areas. 

And finally, with an expanding economy at home, fewer American 
firms will be tempted to invest their capital overseas. 
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YOUR LIFE WITHOUT FOREIGN TRADE 

If the U. S. stopped trading abroad, there would 
be many shortages here, and prices would rise 
sharply. For example, you would soon 
be unable to buy • • • 

CHOCOLATE 
OR VANILLA. 

ANYTHING 
IN TIN CANS 

hf/!: 
/ KITCHENWARE. 

A NEW CAR 

rr r ---ji"·'' / \g 
-~ A~ ~ 

~ A NE~ 
TV SET 
~ WASHING MACHINE 

A NEW 
TELEPHONE 
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In our world today, there is the revolution of rising expectations, 
as it has been called, this reaching out of people in Asia and Africa 
and Latin America to secure a better life, for more doctors, more 
school teachers, better opportunities, greater freedom, a greater 
measure of dignity . This is a very powerful revolution. It would 
happen if there were no communists left on this world today. 

If every communist turned in his card tomorrow, this revolution 
would be going on. The Soviet Union did not create this revolution; 
is is simply trying to ride it, to control it, if it can, to use it for its 
own purposes. 

The queston is: can we, as Americans, deal with it? 
Can we, a comfortable and rich nation, a powerful nation also, 

become part of a world revolution? Can we actually participate in 
the extraordinary, changing pace of today's world, can we become 
part of all this, or are we going to take the path of most rich and 
privileged peoples in the past, either to obstruct change wherever 
we can, to try to protect the status quo to try to check the forces 
that are breeding change and ferment or, at best, to sit on the side-
lines, uneasy, insecure, frustrated, as mere observers perhaps trying 
to adjust ourselves to these great events but incapable actually of 
participating in this revolution of such tremendous consequences to 
every human being on this earth? 

I would like to suggest that for the first time in history, we, the 
American people, have the capacity to be participants in this great 
revolution. No other people have ever accomplished this in history. 
They have been onlookers, they have been opposers, but they have 
never been participants. 

CHESTER BOWLES 
Special Representative 
of the President of the United States 
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BY THE ECRETARY OF COMMERCE 

TO THE PRESIDENT 

THE SENATE 
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NOVEMBER 15, 1962. 
THE PRESIDENT, 

THE HoNORABLE PRESIDENT OF THE SENA'l'E, 

THE HoNORABLE SPEAKER oF THE HousE OF REPRESENTATIVES. 

Srns: I have the honor to submit herewith the Sixty-first Qua,rterly 
Report, covering the third quarter 1962, as required under the Export 
Control Act of 1949. 

Respectfully submitted. 

~~ 
Secretary of 0 ommerce. 
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I 

Introduction 
It is the policy of t{i,e United States to U8e ~xport control8 

to the extent necessary (a) to protect the domestic economy 
from the exces8ive drain of scarce materials and to reduce 
the inflationary impact of abnormal foreign demand; (b) to 
further the foreign policy of the United States and to aid 
in fulfilling its international respomibilities ,· and (c) to exer-
cise the necessary vigilance over ewpm·ts .from the standpoint 
of their 8ignifioanoe to the national security of the United 
States. 

It is further the policy of the United States to formulate, 
reformulate, and apply such controls to the mamimum extent 
possible in cooperation with all nationB with which the United 
States ha8 defeme treaty commitments, and to formulate a 
unified commercial and trading policy to be observed by the 
non-0 ommunist-dominated nations or area8 in their dealings 
with the Omnmunist-dominated nations. 

It is further the policy o.f the United States to U8e its eco-
nomic resources and advantages in trade with Omnmunist-
dominated nationB to f~trther the nati011al security and foreign 
policy objectives of the United States. (Sec. fJ, Ewport Con-
trol Act of 1949, a8 extended and a.mended by Public La,w 
87-515, 87th Oong.) 

Export controls as administered by the Department of Commerce 
are basically of two types---"short supply" export controls, and "secu-
rity" export controls. Although short ::;upply controls primarily 
relate to part (a), and security controls. to part (c), of the above 
extract of the Export Control Act, both controls reflect appropriately 
established U.S. foreign policy and international responsibilities. 

Security export controls include an embargo to Communist China, 
No:vth Korea and north Viet-Nam, and broad controls ,to the U.S.S.R. 
and other Soviet-bloc countries in order to control direct shipments of 
U.S. products to these destinations. Controls to the free world coun-
tries are mainly concerned with a highly selective list of goods, the 
control of which is necessary to prevent the unauthorized diversion 
of free world security goods to the Soviet bloc, and to prevent the 
frustration of U.S. controls over shipments to Soviet-bloc destinations. 
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2 QUARTERLY REPORT UNDER EXPORT CONTROL ACT 

All commercial exports from the United States and from its Terri-

tories and possessions, except exports to Canada for internal consump-

tion, are prohibited unless the Department of Commerce has either 

issued a "validated license" or established a "general license" per-

mitting such shipments. 
• A validated license is a formal document issued to an exporter by 

the Department. It authorizes the export of commodities within the 

:specific limitations of the document. It is based upon a signed appli-

cation submitted by the exporter. 
A general license is a broad authorization issued by the Department 

of Commerce which permits the export of some commodities under 

specified conditions without requiring the filing of an application by 

the exporter. Neither the filing of an application nor the issuance of 

:a license document is required in connection with any general license. 

The authority to export in such an instance is given in the Oomprehen-

8ive Export Schedule, published by the Department of Commerce, 

which specifies the conditions under which each general license may be 

used. 
The "Positive List of Commodities;' is tlie highly selective list of 

commodities presently controll~d .by the Department of Commerce 

for security and foreign policy reasons. This list is maintained on a 

current basis, and identifies the commodities which require a validated 

,export license for shipment to stated destinations. 
Exports to Poland require validated licenses for a small number of 

:specified non-Positive List commodities, in addition to all Positive 

:List items. Exports to Yugoslavia require validated licenses for Posi-

tive List items only: 
All Positive List commodities, and all non-Positiv·e List goods 

except certain specified general license commodities,1 -require vali-

dated licenses for shipment to the U.S.S.R. and other Eastern Euro-

pean destinations (other than Poland and Yugoslavia); to Communist 

China, North Korea, and other ' Communist-controlled areas in the 

Far East; and to Hong Kong, Macao, and Cuba. 
The Department of Commerce, through its Bureau of International 

Programs, exercises control over all exports from the United States, 

except for: 
1. Commodities for the official use of or consumption by the Armed 

Forces of the United States, and commodities for general consumption 

in occupied areas under their jurisdiction, when the transport facilities 

of the Armed Forces are used to carry such shipments. 

1 Certain specified nonstrategic and non-Positive List commodities which are listed In the 

Oomf)rehensive Ea:11ort Schedule and which may be shipped under general licenses (I.e., 

"GLSA" to Eastern European destinations, not Including Poland; "GHK" to Hong Kong 

and l\incao; "GCU" to Cuba; etc.). 
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2. C_ommodities exported by the Department of Defense pursuant 

to sectiOn 414 of the Mutual Security Act of 1954. 
3. Arms, ammunition, implements of war (including helium) and 

technical data relating thereto, which are licensed by the Department 
of State. 

4. Gold (except fabricated gold with a gold content value of 90 

percent or less) and narcotics, ~hich are licensed by the Treasury 
Department. · 

5. Source material, "byproduct material," special nuclear material 

and facilities for the production or utilization of special nuclea~ 

material (except components for such facilities, which are licensed 

for ex:port by the Bureau of International Programs), and .technical 

da~a. relating . thereto, which are licensed_ by the Atomic Energy 
Commission. 

6. Vessels (other than vessels of war) w hlch are licensed by. th~ 
U.S. Maritime Administration. . 

7. Natural gas and electric energy which are licensed by the Feder~l 
Power Commission. · 

8. Tobacco seed and live tobacco plants which are licensed by .the 
Department of Agriculture. . · . : · 

Exports to Territories and possessions of the United States are ~ot 

sub.ject to export ~ontrol. U.S. exports to Canada do not require 

validated export hcenses when they are for consumption in that 
country. 

. ,.r, 



II 

Interpretation and Administration of the 
Export Control Act 

At the beginning of the third quarter the Export Control Act was 
extended by Congress to June 30, 1965, with several amendments. 
Later in the quarter the Select Committee of the House of Representa-
tives as part of its investigation of the administration and the enforce-
ment of the act, requested the Department to report on (a) its interpre-
tation of the amendments to the act; and (b) the steps taken to carry 
out recommendations made by the Committee in its report of May 25, 
1962. 

On September 13 and 14, 1962, Department representatives re-
sponded to the committee's request at a public hearing. Because of 
general interest in the subjects, this chapter will summarize the 
Department's oral report. 

A. The Depa.rtment's lnterpetatwn of the 196~ Amendments to the 
Ea:port (Jontrol Act 

By Public Law 87-515, Congress amended sections 1, 2, 3, and_5 of 
the act. The act, as amended, is reprinted in full in the appendix to 
this report. 

The amendment to section 1 (b) sets forth the finding of Congress 
that unrestricted exports without regard to their potential military 
and economic significance may adversely affect the national security 
of the United States. (The italicized words are those added by the 
amendment.) The Department construes this amendment as provid-
ing a foundation for and guide to the implementation of the amend-
ments to sections 2 and 3. 

Section 2 has been amended by the addition of two new paragraphs. 
The first paragraph is a congressional declaration that it is the policy 
of the United States (a) to formulate, reformulate, and apply export 
controls to the maximum extent possible in cooperation with all 
nations with which the United States has defense treaty commitments, 
and (b) to formulate a unified commercial and trading policy to be 
observed by the non-Communist-dominated nations or areas in their 
dealinrrs with the Communist-dominated nations. In keeping with 
the fir~t cla.use of the amendment, this Department is assisting the 
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Department of State in efforts to maintain the cooperation of other 
nations in a high level of multilateral controls, and is formulating, 
reformulating, and applying U.S. export controls as much as possible 
to accord with the multilateral agreement level, subject, of course, to 
one major qualification. This qualification is that the United States 
should not refrain from exercising control over any item or toward 
any country, which is regarded as important to U.S. national security 
or foreign policy, merely because multilateral agreement cannot be 
obtained. The second clause of this amendment, referring to a unified 
commercial and trading policy to be formulated with non-Communist-
dominated countries, includes much more than export control. This 
Department is working with the Department of State on ways of effec-
tuating the intention of this amendment, but this is regarded as a long-
term project on which it is too early to report. 

The second amendment to section 2 of the act is a paragraph setting 
forth a congressional declaration that it is the policy of the United 
States to u.se its economic resources and advantages in trade with 
Communist-dominated nations to further its national security and 
foreign policy objectives. Having in mind that the economic resources 
and advantages in trade possessed by the United States obviously 
include much more than the power to impose export .controls; the 
Department construes the scope of this amendment as transcending 
the preexisting statutory authority and responsibility vested .in the 
Department under the act. To the extent that the policy expressed 
in this amendment can be effectuated under export control procedures, 
the Department undertakes to do so·by denying export licenses when 
such denials are found to be in furtherance of the national security 
and foreign policy objectives, and by approving them when that 
course appears to be beneficial to those national interests. Further, 
the Department construes this amendment as providing congressional 
policy authorization to vary the scope and severity of export control 
to particular countries, from time to time, as national security and 
foreign policy interests require; e.g., during a period of heightened 
international tension. Finally, the Department regards the policy 
statement of this amendment as related to the policy expressed in 
the amendment to section 3 (a) of the act-a finding of a trade 
"advantage" under the amendment to section 2 being one means, for 
example, of counterbalancing what might otherwise be a claim of 
"detriment" under section 3 (a). 

The amendment to section 3 (a) makes it the explicit responsibility 
of the Department to deny export licenses to ship any item to a 
nation or combination of nations threatening our national security, 
under the conditions set forth therein. These conditions are that 
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6 QUARTERLY REPORT UNDER EXPORT CONTROL ACT 

the item is deemed to make a significant contribution to the military 
or economic potential of the unfriendly nation or nations which 
would prove detrimental to the national security and welfare of 
the United States. The amendment requires that the rules and 
regulations issued under the act shall so provide. The Department 
has adopted a regulation to this effect which has been published in 
the Federal Register. 

As the Department interprets this amendment it is called upon, 
in the case of any application to ship an item to the Soviet bloc, for 
example, to consider whether that item will significantly contribute 
to the military or economic potential of the bloc. If the item does, 
from the information available to the Department, contribute in a 
significant way to the bloc's military potential, then it would most 
likely deny the application because it is very difficult to see how 
approval in such a case would not prove detrimental to the national 
:security and welfare. When, however, it is found that an item will 
contribute significantly to the economic potential of the Soviet bloc, 
it may or may not be detrimental to the national security and wel-
fare to approve it. There is, of course, a burden on any one who 
would argue that there is no such detriment. One situation where 
this burden can at times be met is where the same item, or a close 
equivalent, is readily available to the bloc from other free world 
sources. The Department has in particular cases concluded that, 
under such circumstances, and assmning that the United States is 
unable to persuade other free world countries to refuse to export the 
item in question to the Soviet bloc, it should properly conclude that 
export of the item from the United States would not be detrimental 
to the national security or welfare. In such cases the Department 
has decided that as long as the bloc can get the same or a similar 
item elsewhere, it is the fact of acquisition and use by the bloc that 
affects the security and welfar&-n<Jt the source of the export. And, 
when it is considered that denial under such circumstances only 
operates to the detriment of U .S. business firms and workers, the 
Department believes it is not unwise in concluding on balance that 
there is, ill such cases, more detriment to the national security and 
welfare in denial than there is in approval. There is, of course, a 
"gray" area between the military and economic, where one may find 
an item that appears to contribute to both potentials, but contributes 
significantly more to the one than the other. Such items must, 
of course, be dealt with on a case-by-case basis, in the light of such 
factors as the relative degree of contribution to the military or eco-
nomic potentials, and the relative degree of effectiveness of U.S. 
control. Lastly, if export of an item will not contribute significantly 
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to either the military or economic potential of the bloc, the Depart-· 
ment considers that it should-unless there is some other reason ro 
deny it-approve the license. 

The Department does not regard the amendment to section 3 (a) 
of the act as clearly and easily applied in every case that comes 
before it. To find facts· bearing, for example, on whether a proposed 
export would or would not contribute to the "military or economic 
potential" of the Soviet bloc, and would or would not be detrimental 
to the national security and welfare, is very often a difficult and time-
consuming project. However, the Department considers that it is its 
responsibility to carry out this law to the very best of its abilities, 
and strives constantly to do so. 

The amendment to section 5 of the act provides a substantially 
increased fine or imprisonment, or both, for second and subsequent 
offenses, as well as for willful unauthorized exports, with knowledge 
that the items will be used for the benefit of any Communist-domi-
nated nation. In such cases the fine may now be as much as five 
times the value of the export~ involved or $20,000, whichever is greater, 
and imprisonment for as much as 5 years. For other types of viola-
tions, the previous provisions for a fine of not more than $10,000 and 
imprisonment of not more than 1 year remain in effect. 

Since no criminal case has yet arisen to which the provisions of 
this amendment have been applied, it is not possible to report any 
judicial interpretation of this amendment. However, the Depart-
ment has treated the congressional intention implicit in the amend-
ment as being applicable to the Department's administrative export 
denial proceedings, warranting more severe sanctions for repeated 
and willful violations than may heretofore have been applied. In 
addition, at the request of this Department, the Bureau of Customs 
has recently increased the administrative penalties it will impose in 
seizure cases involving export control violations. 

B. Steps Taken To Oarry Out Recommendations of the House Select 
Committee 

In the report of May 25, 1962, on its investigation and study of the 
administration, operation, and enforcement of the Export Control 
Act of 1949 and related acts, the Select Committee ~f the House of 
Representatives made 10 specific recommendations. Two were ad-
dressed to Congress. Five were basically directed to the Departments 
of State and Treasury. Three called upon the Department of Com-
merce to take certain actions. This report is concerned with the 
steps taken by the Department to put these three recommendations into 
effect: 
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1. The committee's recommendation for improvement of enforce-
ment procedures comprised a number of proposals. The first was 
that the Export Control Investigations Staff should be increased. 
This recommendation has already been implemented by the addition 
·of seven investigators and two clerks. At the close of the third quar-
ter a total of 35 persons were engaged in this work, of whom 23 were 
investigators. The Department's long-range plan is to bring the 
Investigations Staff up to a total of about 50 people by fiscal year 
1967. 

The committee further recommended that the Department's In-
vestigations Staff exercise more initiative and be more actively in-
volved in planning the entire export control program, including that 
part carried out by the Bureau of Customs and the Foreign Service. 
For some time the Department order assigning responsibilities in 
connection with the administration and enforcement of export con-
trols had specifically provided that the Export Control Investigations 
Staff, the General Counsel's Office, and the Office of Export Control 
should work together in the enforcement of the export regulations 
and control programs, including the initiation, development, and 
recommendation of policies and measures for the control of U.S. 
exports. These policy-formulating responsibilities continue to be 
borne by the Investigations Staff, in addition to its duties of in-
vestigating possible violations and developing evidence for appro-
priate administrative and penal actions. The InvestiO"ations Staff 
is also participating actively in new enforcement programs which 
the Department is working out with Customs and the Foreign Service. 
One of these programs pertains to the inspection by Customs of con-
tainerized cartons as they are packed. Another concerns the estab-
lishment of a procedure for Customs' inspection of export air cargoes 
at inland ports of origin. 

Development of these cooperative programs also aids in the effec-
tuation of the committee's further recommendation that the enforce-
ment activities of the Bureau of Customs should be implemented to 
insure more adequate detection of export control violations. Another 
illustration of how this recommendation is being carried out is the 
Department's recent cooperative arrangement with Customs and the 
Post Office Department for a significantly stepped-up program for 
the inspection of mail shipments at all gateway post offices. These 
inspections will be conducted by Customs officials. 

The committee's recommendation to improve enforcement proce-
dures through strengthening of the Foreign Service participation in 
the export control program is being effected in several ways. This 
Department has devised with the Department of State an agreed list 
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?f oversea posts where export control work is a significant responsibil-
~ty, and for the ~tablishment of a training program for Foreign Serv-
Ice personnel gorng abroad for such work. The traininO' proO'ram to 
be conducted by the Commerce Department with the ~oper~tion' of 
the Department of State, will seek to give these Foreign Service offi-
cers a thorough understanding of the Export Control Act and U.S. 
export licensing policies, as well as of the Export Control InvestiO'a-
~ions St~ff's ~chnique and methods for detecting and investigat~g 
~llegal. diVersiOns ~nd other violations. It is also the Department's 
mtent10n to have Its Investigations Staff and other enforcement per-
sonnelf?o overs~as more often than in the past to assist in the training 
of foreign service officers and to participate in regional meetings with 
such officers for exchanges of information. 

With respect to the committee's recommendation that as an en-
forcement aid, the Dep~rtment should ee that ForeiO'n Service per-
so~el are J?romptly notified about ontbotrnd shipments moving under 
validated licenses so as to check on possible il]eO'al diversions the 
Department. has pointed out that it can fea ibly ~arry out the 'sub-
stance of th1s recommendation on a spot-check basis. Since the De-
pal~ment i sues about 140,000 export license a year and there may 
be from 2 to 10 (or even more) partial shipments under each licen~e, 
any procedure other than of the pot- he k nature would be too much 
for Foreign Service posts to handle. Nevertheles , the InvestigatioJJs 

taff and the Office of Export Control have made plans to increase 
the number of pos~hipment checks to be made in the coming year over 
t~1e nu~ber made m past years. One procedure which is under con-
sidera~IOn. would b,e the selection of parti ular shipments by the 
~Ye tiCYati~ns Staff on the basis of a review of ships' manife ts and 
hills o~ ladmO'. Inf?rmation on these selected shipments would be 
t~n m1tted to Foreif?TI ervice personnel. with requests for po t-
~lupment checks . . Ne1th~r the e~port r nor the importer would know 
~n advance that hi partiCtllar shipment ha been selected for check-
J~g. ;r'he.InvestiO'~tions -Sta.ff is also undertakinCY to work wit11 For-
~1gn ~erv~ce posts m certa~ sensitive countries to institute tracing 
mvesticratiOn · of selected shipments made to tho e countries in recent 
months. Other plans a}S() are under con )deration. · 

The Department al o ha taken careful note of the committee' 
d t" . s 

recommen a IOn t.o mcrea the number of preli e.nse inve. tigations. 
In the first .9 month~ of 1962, the number of prelicen e checks made 
by ~he Fore1rn Semce was substantia]]y in reased-from 187 in the 
entire ye~r of 1961 to 394 in the .first 9 months of i962. · Durin()' this 
same pe~10d. 5,766 applications, includinO' the 394 selected for fur-
ther reVIew by the Foreign Service were sent to the Commercial 
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Intelligence Division of the Bureau of ~ternati~nal B~iness ?pera-
tions for review against the extensive mfonnat10n aVJalable m that 
Division about the personnel and activities of speci~c fo~eign fir~. 
Ths review constitutes a prelicense check on the basis of mfonnation 
already developed and enables licensing officers to take ~otion on ~p­
plications with the same assurance but without the necess1t~ of askmg 
the Foreign Service to repeatedly check cases for any particular ~er­
son or firm. Only those cases where there is insufficient infonnat10n 
available in the Commercial Intelligence Division on which to ba.se a 
licensing decision are selected by the Department for preli~nsing 
checks by the Foreign Service. In some instances, where more infor-
mation about the parties is considered desirable but referral to ~he 
Foreign Service does not appear warranted because of the small s1ze 
-of the shipment, the relatively low strategic importance. of the ~m­
modities or for other such reasons, the case is returned without actwn 
to the ~orter with a request that h~ supply ~rtain. sp~ific facts 
about the forei!m parties and his busmess relatwnship with them. 
If the information which is returned is adequate, licensing action can 
be completed. If not, a prelicense check through the Foreign Service 
may have to be made. . . . . 

The committee also recommended an mcrease m mspectlons of out-
bound mail shipments. Since publication of the committee's report, 
one mail inspection has been held, and nine additional inspections at 
international dispatching depots have been scheduled for the 1963 fiscal 
year. . . 2. The committee has recommended that Immediate steps be taken 
to control more effectively exports of technical data.. The Department 
has responded that, while it fully shares the committee's concern. on 
this subject, it must point out that control over expo~ of ~e?hmcal 
data presents several very difficult problems. For one thing,, It IS clear 
that exports of published technical data cannot be effective~y ~on­
trolled in view of our free press and other means of commumcat10n. 
yet th~ existence of this limitation has raised the question whether re-
straints can and .should be placed on the ability of persons ownin~ un-
published teclmology to frustrate export controls t~ough the srmple 
process of putting it into the fonn of a book, magazme, pamphlet, or 
patent. Another difficulty arises from the fact that teclm1cal ~ata may 
be in oral as well ·as written form. Full control over technical. d~ta 
exports could involve the United States in proble~ of restram_mg 
foreign travels of engineers and other persons havmg teclmologiCai 
infonnation in their heads. . 

Furthennore there is a serious question about the extent to which 
the United States ought to go, beyond controlling exports of unpub-
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lished technical data to the Soviet bloc, to deal with ~xports of such 
data to free world countries in order to curb possible reexports of the 
data from the free world countries to the Soviet bloc or exports of the 
foreign-made products of such data from the free world countries to 
the Soviet bloc. 

The Department assured the commit tee that it would endeavor to 
implement the committee's recommendation on this score as much as 
possible. It noted that restraints have been imposed on reexports of 
unpublished technical data and foreign-made products thereof from 
free world countries to the Soviet bloc in limited fields pertaining to 
petrochemical plants, petroleum line pipe, aircraft, and airborne elec-
tronics. It emphasized, however, that tlus is a subject which must be 
approached with great care so as not to do unnecessary damage to our 
freedoms and to the economic growth of our country and the free 
world. The Department observed that such growth appears to be 
very much related to the free ftow of technological information ·back 
and forth, within the free world. ' 

3. The committee's final recommendation to the Department is that 
tight control be maintained over exports of prototypes or sin()'le units 
to Communist countries. The Department has assured the c:mmittee 
that it is, and has been, scrutinizing each application to the Soviet 
bloc from the standpoint of the commodity's possible significance as 
a prototype. It should be borne in mind, however, that not every re-
quest for a single unit means that it can or will be used as a prototype. 
M~ny times in the export business, as in the domestic business, a single 
un1t may be purchased simply because only one is needed or because 
the buyer desires to determine from testing one whether he should ulti-
mately order a large quantity. Also, there are many situations where 
it is not possible to copy an item even by having one or more units 
to take apart and study. 



III 
Security Export Controls 

Licensing toE astern Eu1·ope 1 

During the third quarter 1962, the Department processed export 
license applications totaling $61,474,766 for Eastern European desti-
nations. Approximately $47 million of this total represented appli-
cations ,which had been held within the Department for substantial 
periods of time, while commodities and transactions involved were 
subjected to intensive teclmical scrutiny and top-level interdepart-
mental policy review. Of the total processed in this quarter, 
$16, 58,597 were approved, while $44,616,169 were denied. 

In view of the large volume of accumulated applications acted on in 
thi quarter, customary tatistical comparisons with the last quarter 
of 1962 and the corre ponding quarter of 1961 are not meaningful. 
Applications Approved for Expo1•t 

Of. the total value of applications approved in the third quarter 
1962 ( 16.9 million ) . oYer half ($9.1 milJion) were in the agricultural, 
chemicals, and pla tics field . 

The main agri cuH urn l items were : Raw cotton linters for film and 
rayon textiles, $346 121 to Ea t Germany, and tobacco, $737,199, 
principally te East Germany. Mexican-origin raw cotton, $1,910,362, 
for Czechoslovakia, required a validated export license because it 
transited the nitcd tates en route to its bloc destination. 
, The major items in the chemicals and plastics category were: 

caprolactam monomer for the manufacture of nylon fibers, $1,132,500, 
to the U.S. .R.: carbon black for the manufacture of tires and ·rubber 
products, $430,530, principally to Czechoslovakia and the U.S.S.R.; 
rubber compounding arrents, for use in rubber goods, $1,229,226, to 
the U.S.S.R.· hydrated ilicone dioxide for the manufacture of white 
rubber products, $650,002, to the U.S.S.R.; certain types of non-
strategic synthetic rubbers for the manufacture of rubber products, 
$873,949, principally to Czechoslov-akia and Poland; and furfural for 
the manufacture of plastic materials and use in the synthetic resin 
industry, $124,895, to Hungary. 

• The term "Eastern Europe" as used throughout this report Is employed In a special 
sense, and is defined to Include the following countries: Albania, Bulgaria, Czechoslovakia. 
East Germany (Including the Soviet sector of Berlin), Estonia, Hungary, Latvia, Lithuania, 
Poln,nd (Including Danzig) , Rumania, and the U.S.S.R. 

12 
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Other principal items were: paper converting machinery, $3,345,-
250, to the U.S.S.R. ; rayon tire cord and fabric, $558,025, to the 
U.S.S.R.; equipment~ $419,475, to Hungary for production and main-
tenance of locomotives for their railways; and aircraft parts and 
accessories for the maintenance of Polish Airlines (LOT) aircraft, 
$45,292, to Poland. Tractors, excavators, and parts, $1,500,000, were 
licensed for temporary use on a Finnish project in the U.S.S.R., on 
condition that they are to be returned to Finland upon completion of 
the project. 
Applications Rejected for Export 

During this quarter, the Secretary of Commerce authorized the 
denial of a large number of long-pending applications. Involved in. 
these were automotive machine tools, with a total value of approxi~ 

mately $43.7 million. Of these, $2.3 million were destined for 
Czechoslovakia and $41.4 million for the U.S.S.R. These comprised 
a wide variety of machinery necessary for the production of auto-
motive parts and components. 

Denial was based largely on the fact that equipment of this magni-
tude and advanced type would have contributed significantly to the 
automotive capacity of the bloc. While it is recognized that equip-
ment similar to most of that co>ered by the license applications is or 
could be produced and sold by foreign manufacturers, their ability 
to deliver more than a few units in the near future is limited. 

Other major items authorized for denial during the quarter, covered 
by both pending and current applications, were: Carburetors for 
cars and trucks, $100,000, ior Rumania; vanadium pentoxide, $50,772, 
for Czechoslovakia; aluminum alloy ingots, $484,880, for Rumania; 
silicone diffusion pump fluid, $32,349, for Hungary; and synthetic 
rubber of types over which the United States has effective unilateral 
control, $30,989, :for Czechoslovakia and the U.S.S.R. 

"' 

6647155- 62-3 
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Table I. Dollar Value of Export License Applications Processed and Issued 
and of Actual Exports, to U.S.S.R. and Eastern Europe, Quarterly, 1953-62 

[Thousands or dollars) 

Total 
Quarter processed 

I 

1953: 

~C:,~~u;~~ier·.·====== ============================== Third quarter •••••...••.•.••••.•.....••••••••••••••• 
Fourth quarter.------------------··----------------

1954: 

::c:,~~u;~~w.·==================================== Third quarter .•••••••••••••......•.••••••••••••••••• 
Fourth quarter ••••••••••••••••••••••••••••••••••••• 

1955: 
First quarter •••••••••••••••••••••••••••••••••••••••• 
Second quarter···--······---·-·············-----·-· 
Third quarter •.•.•...•••••...•••.•...•.••• ---•••.••• 
Fourth quarter •• ···········-----------------······· 

1966: 

:::,~~uq~ter·:==================================== 
i~~hq~~~--==================================== 1967: 

~~~~~~t.er·:==================================== Third quarter •••.•••••••••••••. -----······----------
Fourth quarter •••••••.•..•..•.......•••••••••••.•.. 

1968: 

:.:~~~~~ier·::=================================== Third quarter .•.•••••••••••• .••••••••••••••••••••••• 
Fourth quarter.----·······--·-------··············· 

1959: 

~~~~u~s;er·::::::::::::::::::::::::::::::::::::: 
Third quarter ••••••••••••••••••••••••••••••••••••••• 
Fourth quarter ••••••••••••••••••••••••••••••••••••• 

1960: 

::c:,~~u;~r-:::::====== ========:::::::::::::::::: 
Third quarter •..•.•••••••••••••••••••••••••••••••••. 
Fourth quarter ••.•••••••••••••••••••••••••••••••••• 

1961: 

=~~~r·:::================================== Third< qua1er •••••• ~ •••••••••••••••• •••••• -· •••• - ••• 
Fourth quarter •••••••••••••••••••••••••••••.••••••. 

1962: 

=~~~---==================================== Third quarter •••••••••••••••••••••••••••••••••••••.• 

491 
100 
114 

2,044 

I 42,142 
4.472 
3,661 

17,987 

I 30,911 
4,203 
4,839 
1,809 

8,915 
4,301 

19,555 
7,650 

20,499 
21,637 
26,932 
16,067 

19,132 
6,909 

13, 136 
16,005 

21,800 
18,326 
28,168 
31,968 

42,695 
27,430 
22,969 
26,223 

48,742 
116,734 

16,91.6 
13,673 

14,046 
12,019 

10 61,476 

Actual exports 
Licenses Issued (lncludlnf 

reexports 

390 816 
94 394 

109 115 
2,043 451 

4,011 330 
3,097 463 
1,340 850 

J 10,355 I 4,478 

4,968 • 2,979 
4,006 2,065 
2, 778 1,051 
1,625 948 

8,582 3, 11!6 
4,116 3,615 

'9,983 2,016 
6,350 2,428 

• 16,435 5, 718 
7 19,435 6,190 

26,109 29,n9 
6,~ 45,408 

6,153 21,U9 
6,663 26,490 

12,939 44,702 
10,213 21,514 

6,627 18,863 
7,247 9,961 

111,446 40,322 
30,540 20,123 

35,420 26,876 
24,473 43,863 
19,536 48,584 
15,596 74,531 

23,826 60,383 
12,906 40,136 
131 Ul7 17,731 
7, 871 16,123 

13, 34(J 45,192 
10,836 42,079 
16,859 n.a. 

1 See Thirty-ftrst Quarterly Report, pp, 7-8, for an explanation of the sharp rise In the value of license 
applications recelvfld In the ftrst quarters or 1964 and 1955. , 

1 Includes $6,162,000 of food grains, medicinals, and Insecticides licensed under the President a ftood relief 
program for the Danube Basin. 

1 Includes $3,227,000 or food grains and agrlculturallnsootlcldes shipped to Hungary, Czechoslovakia, 
and East Germany under the President's flood relief program for the Danube B~ln. . 

• Includes $1,611,000 or oorn and $6,000 or aureomycin ehlpped to Czechoslovaklalllld Hungary In 1anuary 
1955 under the President's ftood relief program for the Danube Basin. • 

• Includes $3,200,000 of·but.ter, .beans, corn and whea~ llOI!naed to H!IDgary In July 1956, under the Presi-
dent 's retler program to relieve distress in Eastern Europe caused by severe winter weather. 

1 Includes $4,076,646 or relief shipments licensed to Hungary under U.S. Goves:nment International Co-
operation Administration programs, and $632,400 or relief shipments under auspices or the American Red 
Cross and other nongovernmental relief organizations and private Individuals. . 

r Includes $1,392,975 of relief shipments licensed to Hungary under U.S. Government International Co-
operation Administration programs, and $113,859 of relief shipments under auspices or the American Red 
Cross and other non~ovemmental relief organ!>.atlons and private lndlvlduals. 

1 Includes $1,«7,679 or goods and equipment licensed for the U.S. National Exhibition in Moscow. 
1 Covers cases with total value or $46,000 approved In second quarter but actuBllloenses Issued in third 

q~:"~udes cases appro:rimatlng $47 milllou which have been held by the Department over a substantial 
period of time. (See page 12.) 

n.a.-Not available. 
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Trade With Eastern Europe 1 

U.S. exports to the U.S.S.R. and other Eastern Europellll coun-
tries during the second quarter 1962 amvunted to $42.1 million, some-
what below the $45.2 million exported in the previous quarter. It is, 
however, a slight increase over the $-!:1.1 million exported in the cor-
responding period of 1961. Exports to these countries represented 
0.7 percent of total U.S. exports for this period. Of the $42.1 million, 
Poland accounted for approximately 70 percent, or $31.0 million, 
the major items consisting of wheat, unmanufactured cotton, and 
synthetic fibers. The U.S.S.R. accounted for $7.3 million, made up 
mainly of inedible tallow, synthetic fibers, and paper and paper 
processing machinery . 

U.S. imports from these same Eastern European countries during 
the second quarter 1962 totaled $20.9 million, somewhat higher than 
the $19.6 million imported in the previous quarter, but below the 
$22.0 million recorded in the second quarter 1961. Imports from 
these countries represented 0.5 percent of total U.S. imports for 
this period. Of this total, Poland supplied more than 50 percent, 
consisting mainly of canned hams and undressed furs. The U.S.S.R. 
supplied less than 2 percent, mainly in undressed furs. 

t See footnote on p. 12. 
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Table 2. Commodities Licensed for Export to Eastern European Destinations 
in the Third Quarter 1962 

Country and commodities Value In 
dollars 

All Eastern European oountriea..______ 16,868,697 
Albania: 

Indu~trlal sewing machines, parts 
and accessories, total-------- ---- 600 

Bulgaria: 
AntibiotiCS--------------- ---------
Compounds or mixtures contain-

Ing antibiotics ___ ---------------
Drugs and medicinal prepara-

tions, n.e.s_ ---------------------Sullonamlde drugs _______________ _ 
VItamins and preperatlons _______ _ 
MouoethanolamlDe (Industrial 

cbemieal) ______________ ---------
Other chemicals and plastics _____ _ 
Optieal measuring Instruments 

and accessories- ---- ----------- --
Ball bearings and parts------------
Grinding mill, parts and acces-

sories. _ - - ------------ - --- -------
Industrial sewing machines, parts and accessories _________________ _ 
Automotive parts and accessories, 

n .e.s. -- ---------- ---------------
Parts for automotive diesel en-

gines_--- ---------------- ------

216 

74 
245 
143 

10, 200 
35 

1,833 
9 

13, 728 

600 

367 

2,614 

Total------------------ ---------l===30='=006= 

Czechoslovakia: 
Cotton, raw (Mexican origin) ____ _ 
Soybeans.--------------- ---------
Tobacco._------------------- - ----Other agricultural products ______ _ Antibiotics _______ _____ ___________ _ 
Compounds or mixtures contain-

ing antibiotics ••.••••. __________ _ 
Culture media _________ __________ _ 
Drugs and medicinal prepara-

tions, n.e.s----------------- ---- -Glandular products ______________ _ 
Medicinal chemicals.---·---------Parenteral solutions ______________ _ 
Sullonamide drugs _____________ __ _ 
Surgleal and medical equipment, n.e.s __ --- ___ ___ ------ __________ _ 
VItamins and preparations _______ _ 
Butyl alcohol (Industrial chemi-

cal) __ -- - -- ----------------------
Carbon black: 

Channel.---------------- ----_ 
Furnace •• --------------------

Cellulose aoetate and cellulose acetate butyrate ___ ____ ________ _ 
Cellulose acetate phthalate (cy-

cllc chemieal product>----- ------
-Qolor developing agent (photo-graphic chemical) ______________ _ 
Industrial chemicals, n.e.s _____ ___ _ 
Methyl propyl ketone (Industrial 

chemical) ______ . ____ __ _ -------- _ 
Mold release emulsion (chemical 

specialty compound) ___________ _ 
Polystyrene (synthetic) resin.. ..... 
Rubber compounding agents __ ___ _ 
.Synthetic pearl essence (pigment) _ 
Synthetic rubber _________ __ ______ _ 
Tertiary butyl alcohol (Industrial 

chemical). - --- ------- ----- ------
<>ther chemicals and plastics _____ _ 
Laboratory glassware ________ _____ _ 
Meteorological Instruments and 

accessories .. _. _____ . ____________ _ 
Nuclear radiation detection and 

measuring Instruments, parts and accessories _________________ _ 

1, 910,362 
199,339 
27,892 

2 
72,818 

1,860 
4, 404 

213 
109, S33 
12,928 
2,022 

27,450 

1,633 
46, 007 

82, 000 

11,411 
224, 100 

268,063 

1,650 

6,040 
346 

1,640 

2 
91, 466 

81 
39,472 

403,401 

11,999 
37 

467 

1, 200 

23,389 

Country and commodities 

Czechoslovaltls-Contfnued 
Other laboratory equipment. . ___ _ 
Air conditioners __________________ _ 
Air-conditioning condensers ______ _ 
Ball bearings and parts ______ _____ _ 
Electric motors, parts and acces-

sories ......... ............. ..... . 

E~~~~~~ntr_a~:~---~~~~~~~~~~~-
Fork.ll!t trucks (construction 

machinery) ... .... ............. . 
Glass-forming machlne and parts .. 
Grinding machine parts _________ _ _ 
Indicating, recording and/or con-

Value In 
dollars 

48 
42, 902 
5,162 

798 

1, 778 

5,690 

432 
230,611 

1,146 

trol Instruments, parts and 
accessories, n.e.s...... ........... 10,800 

Industrial sewing machines, parts 
and accessories ....... ........... 26,066 

Metalworking tools, portable...... 60 
Motor controlling and electrical 

devices.......................... 466 
Printing apparatus................ 1, 066 
Rubber bins and unloader (con-

veying equipment) ............ .. 2, 051 
Steam traps (power generating 

machinery) ................... .. 146 
Other Industrial equipment _______ 891 
Automotive parts and accessories, 

n .e.s............. ... ............ 3 
Civil aircraft, used harvester and 

parts............................ 935 
Marine gasollne engines........... 1, 776 
Passenger cars......... .. .......... 2, 700 
Switches (aircraft ground mainte-

nance equipment)............. .. 14 
VOR ground stations, spares and 

accessories ................... __ __ 23, 963 
Other radio TV, and electronic 

equipment.... ... .............. 302 
Crude sulfur_----------- ------ ---- 21l0, 000 
Accounting machine.............. 15,637 
Adding machines and accessories.. 8, 174 
Rayon tire cord and fabric __ ______ 6 
Unexposed still picture Illm. ...... 71 
Used clothing (relief).............. 296 
Viruses and virus and bacterial 

cultures......................... 140 
All other______________________ ____ 216 

1----
Tota\. _____________________ _____ 4, 256,310 

East Germany: Cotton linters, raw ______________ __ 
Tobacco ..... ----.------- ... ------. 
Other agricultural products ... __ __ 
Antibiotics ....... ______ ... ______ .. 
Fuse! oil (Industrial chemical) ... .. 
Other chemicals and plastics .. .. .. 
Humidity Indicators and parts .. .. 
Industrial sewing machines, parts 

and accessories .. _ ...... __ .. __ ... 

Total . ___ _ ------------ -- ----- -

Hungary: 
Other agricultural products ....... 
Antibiotics ... _. ____ ----- --- ----- --
Compounds or mixtures contain-

Ing antibiotics ................ . .. 
Culture media •. ------------------
Drugs and medicinal prepara-tions, n.e.s _________ ____ _______ __ 
Glandular products _____ ___ _____ __ 
Medicinal chemicals ............. . 
Surgical and medical equipment, 

n .e.s _ -- -__ ---- -------- ---- -- -- --
Vacclnes . ........................ . 

346, 121 
674, 847 

5 
1,466 
3,842 

4 
11,886 

600 

1, 03R, 760 

2 
108, 661 

6, 598 
8111 

3,335 
3, 750 

1 

69 
9,154 
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Table 2. Commodities Licenaed for Export to Eastern European DestinatiOILII 
in the Third Quarter 1962--Continued 

Country and commodities 

Hungary-Continued 
Vitamins and preparations _____ __ _ 
B utyl alcohol (Industrial chem-

Ical) ___________ -----.--- - ---- --- . 
Carbon black, rurnace ____________ _ 
Cellulose acetate and cellulose acetate butyrate __ _______ __ _____ _ 
Dlnlt.ro - ortho -secondary butyl 

phenol (coal-tar product) _______ _ 
Furfural (coal-tar product) ____ ___ _ 
Industrial chemicals, n .e.s ________ _ 
Methyl cellulose (Industrial chem-

Ical) ---- ___ --- - _____ -------------

N~~~l:u~=r-~--~~---~~:. 
Reagent chemicals !or laboratory 

use .•. ------------ -- -- -----------Rubber compounding agents _____ _ 
Synthetic glycerine (Industrial 

chemical) ._--- ---- ----- ---------Synthetic rubber __________ _______ _ 
Other chemicals and plastics _____ _ 
N uclear radiation detection and 

measuring Instruments, parts and accessories _________________ _ 
Other laboratory equlpment. -----
Air condltioners ________ -----------
Air-condltloulng condensers ______ _ 
Ball bearings and parts _________ __ _ 
Bolts, pins, nuts, washers, screws, rivets, and plugs _____ ____ ______ _ 
Carbon brnshes.- ---- ---- ---------
Electrlc industrial beating nults, parts and accessories _____ ______ _ 
Electric motors, parts and acces-sories __________________ -- --- ____ _ 
Generators and controls for rail· 

way transportation vehicles .. ... 
Grlndlng machines, parts and ac-cessories .. .• ---- ___ __ _____ ______ _ 
Handtools, n.e.s ____ ______________ _ 
lndlcating, recording and/or con-

trol Instru ments, parts and ac-
(;e58()ries, n.e.s .•. ___ --- .--- -- -- -. 

Industrial manufacturing and ser-
vice Industry machines ........• . 

Industrial sewing macblnes, parts 
and accessories .• ---------- ----- -

Lubrlcating equlpment. __ ---- -- --
Metalwork:lng tools, portable .••• 
Parts and accessories !or Internal 

combustion engines . - -----------
Parts and accessories !or locomo-

tives, n.o.s . ___ - -----------------
P arts for pipe milL --------------
P arts for portable electric tools, 

n .e.s . • _ .• __ ----.--------------- -Printing apparatus __ _____________ _ 
Railway transportation equlp-

ment ... ____ . ----- .. - ------------
Shoe machines, parts and acces· BOries ... ·---_ .• ________ . ________ _ 
Size-measuring machines and In· 

truments ... ---- --·-·--.••.. __ .•. 
Steam generators (power hollers), 

parts and accessories ._ . •••.••••. 
Voltage regulators ...••....•...•••. 
Wrenches, parts and aecessorles •. 
Automotive parts and accessories, 

n .e.s ... ---·-·---------- -- ----- --CivU aircraft , used ___ ____________ _ 
Passenger cars ••.•• ----------------
Electrical quantity-lndlcatlng In· strumcnts, n .e.s ___ ___ __________ _ 
Electrical testing Instruments, 

parts and accessories._ --········ 

Value In 
dollars 

8 

80,000 
19 

8,374 

105,280 
124, 895 

158 

7, 506 

2,492 

72 
51 

25,463 
11 

201 

540 
114 

1, 650 
750 

1, 312 

3,869 
4,0# 

904 

29,670 

27,985 

1, 785 
3, 378 

784 
67( 

600 
1,167 
1,511 

56,610 

21,HO 
1, 700 

622 
60 

8,602 

1,427 

668 
132, 976 

722 
2,694 

22 
17,000 2,500 

1, 172 

1, 742 

Country and commodlties 

Hungary-Continued 
Graphic recorder (~lectrical quan-

tity recording Instrument) and 
accessories _____ .• ___ •••••• ---- •.. 

Lead-In wires for radlo receiving 
tubes . ....•.••• -- --- ••.••• -··· ••. 

Value In 
dollars 

554 

655 
4, 100 TV broadcast studlo equlpment .. 

Other radlo, TV, and electroulo 

c!r~~~~-W~re:·iiiici00i8d: ::::: 100, 78~ 
Other metals and minerals........ 4la 
Mlcro!llmers, parts and accessories. 2, 374 
Unexposed still picture film ... .... 10T 
Used clothing (relief).............. 367 
Virnses and virus and bacterial 

cultures .••..... . -----·-·--·-···· 10 
Wiping cloths and filter cartridges_ 6, 453 
All other •••••••• -------- - ---···-·· 440 , ___ _ 

Total .• ••• -- --··· ·-··--·---··-·- 942,907 
Poland: I=== 

Ion exchange resins (synthetic 
resins) . __ -·-·---·-··--······-·--

Synthetic rubber . ...••.••.••• ••••• 
Other chemicals and plastics __ ___ _ 
Optical measuring Instruments 

and accessorles .. -- --------·····-
Orindlng machines, parts and 

accessories ....•.. ·- -- _____ ---· •• _ 
lndlcatlng, recording and/or con-

trol lnstrumen ts, parts and 
accessories, n.e.s _____ _____ __ ____ _ 

Parts and accessories !or rotary 
drill rig_. -----··········-··-----

Other Industrial equlpment ..••. •• 
Aircraft engine parts ... .......... . 
Aircraft ground • based power 

supply-···---··-·-- -············ Aircraft landlng gear parts ___ ____ _ 
Aircraft parts and accessories, n.e.s. 
Aircraft starting, lighting and 

ignition equlpment .• . .•.•.•.••.. 
Automotive parts and accessories, 

n.e.s. ___ ____ _____ ---- ___ __ -- ----
Analog computers. ____ ___ ___ _____ _ 
Calibrator (radlo testing Instru-

ment) _______ __ ·--------- ---·----
Oscilloscope (waveform testing 

Instrument) ___ -·-•• •••• ·--_·--__ 
Other radlo, TV, and electronic 

equlpment. _ ••••••••. _ ••••••.•.. 
Other metals and minerals ..••••• _ 
Fuel oll . -··-·---------·-·---·-···· 
All other·----- ------ ----··--·····-

Total . ____ _ ·----·--·····- --··-

Rumanlli: 
Cotton, raw (mexican origin) .••.•• 
Antibiotics •.. ____ .. ___ ••• _--·._ •• _ 
Compounds or mixtures contain-

Ing antibiotics •......•..•....•.•. Culture medJa ____ ____ __ __ ___ ____ _ 
Drugs and medlclnal prepara-

tions, n .e.s . ____ --- ----·-------- -
Glandular products . .•••.•.•••••• _ 
Medicinal chemicals .•..•••••••••. 
Parenteral solutions ..••..•.•..•••. 
Tetrafiuoroetbylene surgical pros-

theses ... -·-·· •••• -- •. --- -- -- --·-
Vaccines ....••••• -·------·-··-----
Acetal resin (synthetic resin) ____ _ _ 
Industrial chemicals. n .e.s . .... ••. . 
Mold release emulsion (chemical 

specialty compound) ••••.•••.•.. 

1, 158 
446, 574 

H 

382' 

112, 075 

2,336 

5,652' 
300 

18,000 

3, 2~ 
21,000 
1,580 

1,470 

322 
1,545 

941 

1.250 

107 
369 

1, 450 
290 

1----
620, 117 

184 
79, 509 

671 
2, 147 

3, 287 
55 

m 
794. 

1, 671 
616 

15,000 
6 

576 
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Table 2. Commodities Licensed for Export to Eastern European Desthuttlons 
in the Third Quarter 1962-Continued 

Country and commodlties 

Rumania-Continued 
Rack coating and reducer (syn-

thetic resin) .•.. --·····-···-- ___ _ 
Reagent chemicals for laboratory 

use ........................ ..... . 
Rubber compounding agents ... . . . 
Synthetic rubber . . ...••.• ••• ••• •.. 
Other chemicals and plastics._ •• __ 
Nuclear radiation detection and 

measuring l.ustruments, parts 
and accessories .•.....•..•.•••••• 

Ball bearings and parts .•••.... ••.. 
Fiber testing machine and parts __ _ 
Industrial sewing machines, parts and accessories __________ _______ _ 
Paper pulp mill machinery, parts 

and accessories . .•. ____________ _ _ 
Plastic-pouch-making equlpment. _ 
Shoe machines, parts and acces-

sories. ________ .. _._. ____ ------ __ _ 
Steam traps (power generating 

machinery) ___ -·----·---·-··--•• 
Other Industrial equlpment . ••.•• • 
Agricultural corn sheller •.•.•• • •••• 
Agrl.cultural grain dryer ....• •• . •.• 
Automotive parts and accessories, 

n.e.s .. _ ··-·-···-···-··-·-·····-· 

5!~E~~~~::: :: ::::::::::::: 
V-belts and belting ..••.•••••.•••.. 
Cathode-ray oscilloscope •.• .• •.••• 
Electronics characteristics testing 

Value In 
dollars 

759 

1,130 
1,800 

1~. ~76 
83 

3,086 
55 

2, 750 

700 

1, 997 
6, 080 

9,647 

1,896 
45 

1,558 
4,679 

271 
3,068 

665 
732 

1, 042 
1, 181 

Instruments______________ _______ 2, 728 
VO R J!T()Und stations, spares and 

accesaorles....................... 34,74.2 
Other radio, TV, and electronic 

c~a~rfr'w~~--~~::::::::::::::::::: 1, ~~ 
All other·--·----··-·---·---· -- ---- 21 

1----
TotaL.................. ........ 203, 768 

U.S.S.R.: I=-=== 
Tobacco __ ____ .. -.----- --- -- --- --·-
Antibiotics ........ . •.•.. ...•....•• 
Compounds or mixtures contain-

Ing antlblotit'S ..... ••.....•.•.• • . 
Culture media ................. . .. 
Drugs and medlclnal preparations, 

n.e.s . __ --- ----------------------
Glandular products. -·----···-·-·· 
Medicinal chemicals . __ ----- --- - --

~~~~~a ~~caiii<iiiiJiiiie~;c 
n.e.s ___ ---------- ------- --------

Vitamins and preparations ..•.... . 
Acetal resin (synthetic resin) •.•.•• 
Aluminum chloride (Industrial 

chemical) __ ---------------------
Oaprolactam monomer (Industrial 

chemical) . • _····-·---. ......... . 

34,460 
6,116 

239 
156 

820 
884 

3 
4.8 

311 
13 

2,140 

143, 001 
1, 132,500 

•To be returned to the free world. (Bee pace 13.) 

Country and commodities 

U.B.B.R.-Contlnued 
Carbon black, furnace ....•...••.• _ 
Cellulose acetate and cellulose 

acetate butyrate .....••..••... .• . 
Cyclohemnone (coal tar product) ._ 
Dimethyl ethanol amine anhy-

drous (Industrial chemical) ..... . 
Ethylene dlamlne (Industrial 

chemical) ._---------------------
Hydrated silicon dloxide (rubber reinforcing agent) . ___________ __ _ 
Methyl bromide (Industrial chem-

icall----------------·------------
Resorclnal technical flakes (coal 

tar lntermedlate) . __ ------ -- -- · -
Rubber compoundlng agents . .. . . . 
Sodlnm sulfide (Industrial chem-

Ical) ...•......•••••••. .••.• . •••.. 
Synthetic robber ...•..•••••••••••• 
Other chemicals and plastics • .••• • 
Amino acid analyzers •.••••• •••••• Laboratory glassware ____________ _ 
Seismograph system, stationary-

observatory type . •. ---------- - --
Forkllft trucks (construction ma-

chinery) __ ________ .. . --------- -- -
Humidity control systems ..•.•.•.• 
Indlcatlng, recording and/or con· 

trol Instruments, parts and ac-
cessori.es, n.e.s .•. ------------- ---

lndustrlal sewing machines, parts 
and acccssories . • - ----------·----

Metalworklng tools, portable . . . •.. 
Motor controlling and electrical 

devices . .•• _·-- _____ ._ ••.•••••••. 
Paper converting macblnery .. __ _ . 
Paper-pulp mill machinery, parts and accessories. ____________ ____ _ 
Parts for textlle machines . -- -- --- -
Tractors, excavators and parts .• •. 
Materials testing (weathering) In· 

stmment, parts and accessories .. 
Other Industrial equlpment ..•..•• 
Automotive parts and accessories, 

n.e.s . ______ ·-·--- ___ ·-----_____ _ 
Land levelers . __ -·--··------ ----·-
Passenger cars------ -·----------- --
Land-type commnulcation receiver 
TV receivers ..••.••.•.••.••••••. . • 
Other radlo, TV, and electronic equipment. ___ __ _________ ____ __ _ 
Other metals and mlnerals . •....• . 
Rayon tire cord and fabric._------
VIruses and v1rns and bacterial 

Value In 
dollars 

195, 000 

250 
103,616 

624 

28,800 

650, 002 

7(, 000 

124,000 
1, 229,226 

198,000 
8, 387 

413 
32,488 

261 

20,000 

13, 365 
1,2U 

36,415 

31,764 
236 

131 
3, 345, 250 

259,244 
867 

•t, 500,000 

U,440 
141 
112 

2,900 
10, 900 

009 
1,807 

286 
79 

558,025 

cultures... ...................... 585 
Watch batteries. ----·-·-·---- ·--·· 935 
Wooden <lisp lays or colored pboto-

Aif:fb~~: :::::::::::::::::: ::::::: 500 
1---1.:..' 26_7 

Total. . ......................... 9, 767, 130 
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Table 3. U.S. Trade With Principal Countries of Eastern EUI"'pe, 1947, 1960, 
1961, and January-June 1962 

[Thousands or dollars) 

Commodity 1947 

TRADE WITH CZECHOSLOVAKIA 

1960 1001 I 
January-
June 1002 

Exports, total'------------------------------------- ----- _4_9_, 094 ___ 4._4_7_3 __ 7_, «_6 __ 4_, 5_94_ 

UNRRA •----------------------------------------------- 14,400 

liorsemeat--------------- ---- ------------------- --- ------- ----- 2, 334 ------ ---- ---------- -- --------i 
Meat, other, and meat products------------ -------------- ----- 660 11 -- --------
Lard_ __ ------------------------------------------------------- 2, fr19 ------- --- ----- ___ _ _ 125 
Dairy products ___ ---------------- ------ ------------------ ---- 236 ---- ------ ---------- ----------Seedoorn, except sweet seedoorn __________________________ __ ____ ---------- 72 35 21 

Wheat and wheat tlour--------------------------- ------------- 2, 129 ------i4ii-------380- -------in 
Hides and skins, raw, except rurs------------------------------- 226 
Lcatbtu· and manufactures___________________ _____ __ ____ _______ 329 (1) ----- ----- - -------- -
Furs and manufactures---------------------------------------- 760 5 ------27i- -------175 
~~~; ~et~~iiiactiiies-~~::.::::::::::::::::::::::::::::::::: ----·~iiii- :::::::::: to 242 
Rosin and other naval stores----------------------------------- 860 86 115 132 

~~g::soif,-criid"e:_-:::: ::::::::::::::::::::::::::::::::::::::: ------4iii- :::::::::: 2
' m 1

' 
215 

Vegetable otis and rats, Inedible, other-------------------------- 1,146 2 -------iii- -------iiii 
Seeds, except oUseeds------------------------ ------------------- 981 66 
Tobacco and manufactures.._______________________ __ ___________ 1, 464 167 417 --- --- --- -
Hops _________ _ ---------- ----------------------- __ -- ------------ ---------- 190 326 922 
Cotton, unmanuracture<L------------------------------- ---- --- 6, 264 ---------- ------3-iii- -------iiiii 
Pencil slats----------------------------------------------------- 116 373 354 123 

rt~f~~~~c~~=~~=================================== ------g~- ::::::::i: ----- ---i- ----------
Carbon and graphite and products----------------------------- 292 8 47~ 714 
~~~k~~~~:::::::::::::::::::::: ::::::::::::::: :::::::::::::: -------~~- 1, ~~ 362 
Steel shoots, carbon, black1 cold-rolled, ungalvanlzcd_ ___ ________ (') 175 100 
Iron and steel-mill products and advanced manufactures, other__ 179 36 6 1 

~~~~~e~ns~~i>s~i)igs:-o-r-1>-tiick"s_-::::::::::::::::::::::::::::: 
1
' ~~ :::::::::: :::::::::: :::::::::: 

Magnesium and alloys, crude, and scrap __ --------------------- --- ------- 84 ---------- ---- ------
Vanadium, except ores nnd scraP------------------- ------------ (4) 117 100 ------ ----
Metels and manufactures, other-------------------------------- 4frl 27 --------8- ---------6 Electrical machinery and apparatus---------------------------- 1, 333 8 
P ower cranes and shovels, excavator type_____________________ _ 4 78 
Metal-cutting machine tools and parts------------------ ------- (4) 65 
lndnstrlal machinery, other------ ------------------ -- ---- ------ 6,400 160 
Card-punchlng and atuillary machinerY---------- ------------- 369 10 

~~:U":~lin.:i~h~~;;iDii>itiiiieniS~ifiiC:iO~s~an<l-i>art5::::::: 1, ~ 1~ 
Passenger cars, trucks, ouses, parts, and accessories____________ 917 (I) ... 
Coni-tar products __ ---- ------------------- -------------- ------- 1, 259 o • 
Medicinal and pharmaceutlcsl preparations------------------ gr~ ~ 

~=EiE~~~~~~:::::::::::::::::::::::::::::::::::::::::: 1
' ~ 1ro 

-------28- ----------
218 40 
61 ----------
12 • 

--------6- - ---,~r---

77 
219 

46 
42 

165 

-------3i7 
10 
3 

Phosphate rock------- ----------------------------------------- ---------- 149 -------2i- --------15 
Chemical products, other--- ----- ------------------------------ 264 1 
Photographic and proJection goods---------------- ---------- --- 274 128 ~ ~ 
Bclentltlc and proresslonalinstruments, apparatus, and supplies_ 730 ~ 

75 4 Private reller shipments---------------------------------------- 2, 157 
98 11 OthAr domestic exports-- ------------------------------------ 2,125 60 

~=~~~.ott~:-~~~~~:-~~~-e-~_-::::::::::::::::::::::::::::= ------492- -------«-1===1=~=5•1,-=-=-=--=-=--=7=3 
General Imports, total-------------- --------- ------------ - _23_, 2_10 ___ 1_2_. 2_14 ___ g_, 286 ___ 4_,_77_2 

Imports ror consumption, total•-------------------------- _20_,1_47 ___ 1_1_, 948 ___ 9_, 1_65 ____ 4,_565_ 

Canned cooked hams, shoulders, and other preserved pork ___ __ ----------

¥!~2s~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ - -----~-
Rats or rur or fur Colt and other rur manufactures_____________ __ 146 

~t~:t8~~~~~: ::::::::::::::::::::::::::::: :::::::=: :::::::: 3~ 
Rubber allied gums, and manufactures---------- -------------- 29 Hops ___ ' ____ __ ___ __ ________ __ ___ _______________ ---____________ __ 2, 910 

See footnotes at end of table. 

680 
48 
96 

108 
153 
195 
171 

75 
221 

2 

688 
11( 
56 

106 
92 
76 
94 
82 

141 
1 

2D' 
78 
34 
26 

139 
46 
2 

47 
105 
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Table 3. U.S. Trade With Principal Countries of Eastern EUI"'pe, 1947, 1960, 
1961, and January-June 1962--Continued 

[Thou81Uldti of dollars] 

Commodity 1947 1960 

TRADE WITH CZECHOSLOV AKI.A-Oontlnned 

1001 I 
January-
June 1002 

Cotton manufactures-------------- ---------------------------- - 590 42 61 34 
Jute burlaP-- -------- -- ------------ ---------------------------- 943 ____ __ 1_85 ___ ------i~;- 16 
Fabrics or flax, hemp, and ramle--------------- --- ------------- 597 .,.. 124 
Flax, hemp, ramle, and manufactures, other-------------------- 233 121 120 76 

~n~~r~:t~~t~_-_-::::::=::::::::::::::::::::::::::::::::::= ______ 284_ (l)639 256 235 
Artltlclal frult and tlowers------------ -------------------------- 404 184 ------ii2- --------37 
Textile tlbers and manufactures, other__________________________ 299 9 (1) 4 
Wood manufactures-------------------------------------------- 47 112 126 76 
Glass, cyllnder, crown, and sheeL---------------------------- - (I) 543 404 186 
Glass Christmas tree ornaments------- -------- ----------------- 40 179 145 37 
Glass and glass products, other--- ------------------------------ 2, 215 1, 536 1, 567 716 

~ra~~ ~a f;~~c:O-i>recioi.iSor-semiilreciiiiiSstoiies;P6a;~S;- 178 246 146 57 

real and Imitation marcasltes_________________________________ 4, 594 969 739 260 

~~=~~f~-e:iciei>t-i>~eciol8-ii:iii61S:-w;(filianUi8Citires:= <·>~1 1~ ~ ~ 
Platinum __ -----------------------------·---------------------- ------- -- - 253 137 
PaUadlum_--- ----- ----------------- ----- ---------------------- ---------- 79 -------ii- --------i7 
Metal Jewelry, rosaries, and accessories___________ _____________ _ 792 12 
Lnthes and parts---------------------- --- ----------- ---- ------- (') 187 116 
Metalworking machinery and parts, other_____________ ___ ___ ___ 6 175 214 
Typewriters_______________ ____ ______ ___ ____________ _________ ___ _ ______ --- 252 192 
Passenger cars, new, lnclndlng chassis__________________________ 4 771 75 
Bicycles______ ___ ____________ ____ ___ __ __ ____ __ _________________ _ (1) 949 209 

rJ~rg~~fcfes~::::::::::::::::::::::::::::::::::::::::::::::::::: ~ m ~~ Benzene ___ ___ ______ -----__ _________________________________ ____ _ _ _ _ _ _ ____ ___ _ __ _ _ __ _ _____ ---_ 
Naphthalene----------------- ---------------------------------- 16 _______ 

6
-g- 140 

Chemicals and chemlcal products, other------------------------ 101 86 
Mnsicallnstruments and parts------------------------------- -- 318 28 57 
Dolls, toys, and parts---------- -------------- ---- -------------- 80 83 72 
Books, pictures, and other printed matter---------------------- 136 339 535 
Beads and fabrics and articles or beads___________________ __ ____ 2, 018 741 739 
Buttons _____ ------_---- ____ ------------ -----___________________ 4 78 4 4 
Other Imports- --- -------------------- -------------------------- 637 • 721 • 657 

TRADE WITH EAST GERMANY 

Exports, total'--------- ---------------------------------- (') 4,042 2, 775 

-------i4ii 
172 
15 
28 

251 
104 
118 

--------36 
60 
23 

279 
3« 

4 
• 314 

912 

Furs, undressed-------------------- ----- -------- ---- ----------- ----- ----- 23 26 12 
~ob= ~d c~~~actures::::::::=:::::::::::::::::::::::::::: :::::::::: ----i~OOii- 1

' ~ -------759 
Hops----------------------------------------------------- ______ ------- ______ _______ ---------- 20 

~~~~eJ~~~~~~~~~·-~~~~~-~~-s-~-~-~~·-~:~-e~:~~:: :=:::=:::: J :::::::::: -------~~ 
Paraffin wax--------------------------------------------------- ---------- 66 ---------- --------- -
Steel sheets, carbon, black, ungalvanlzed _______________________ ---------- 2, 468 62 --------- -
Tin mill black plate-------------------------------------------- ---------- 79 ----- ----- ----- -----

~J;f?~~ =~~~~~~~:::::=:::::::::::::================:::: :::::::::: ~ :::::: :::: :::::::::= 
Coal-tar products, other------------------ --- ------------------- -------- -- 86 74 ----------
Medlcinaland pharmaceutical preparations _________________ __ ---------- ---------- 15 ----------

~~g~=~fo~:O~~~~======================================= ========== ~ --- - ---i~- ::::::::i~ ==== 
General imports, total ___ -------------------------- ______ _ (T) 

Imports for consumption, total ~--- - -------------- ------- - (') 

Mink fur, undressed ___ ---------------------- ------------------ ----------
Furs and manufactures, other--- -- ------------ ---- ----- --- ----- ----------Artltlclal frult and Howers __________ ____________________________ ----------

8}~· a':i~~· :~~ct!;"gt~~~-t:::::::::=:=::::::::::::::::::: :::::::::: 
China ornaments--------------------------------- --- ----------- ----------
Montan wax--------------------------------------------------- ---- ------
Metalworking machinery ___ ----------- -- --------- ---- --------- ---- ------

See footnotes at end of table. 
66471111-62-----4 

3,153 

3,036 

110 
51 

660 
65 

1011 
30 

210 
48 

2,529 
2,543 

190 
64 

385 
65 

}.2g 
38 

178 
14 

1,895 

1, 766 
392 
205 
1011 
25 
60 

114 
88 
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Table 3. U.S. Trade With Principal Countries of Eastern Europe, 1947, 1960, 
1961, and January-June 1962-Continued 

[Thousands of dollars] 

Commodity 11147 1960 1961 I 
Janwry-
June 1962 

TRADE WITH EAST GERMANY-Continued 

TYJl('wr Jters .•• -_ ----------------------------------------------- ----------Printing presses and parts.--- ---- -- --- ------ ------------------- ------ ----
Machinery, other ___ ----------------------------- ------ -- ---- -- -- --------Bicycle parts .• _______________________________________________ -- -- _______ _ 
Vehicles and parts, other----- --- ------- ------------------------ ----------
g~~~~hC:J:J~:~:~~-~~~~::::::::::::::::::::::::::::::::: :::::::::: 
Potassium ferricyanide •...•••...•.••.••••••••••.. ......•.••••.. ----------
Potassium ultrate, refined •• ---------------------------------- -- --------- -Sodium sulfate, crude (salt cakel------------------------------- ----------Cameras, Including motion-picture and box-type ____ ______ _____ ----------
Optical goods, Instruments, and parts--------------- ---------- - ----------
Musical instruments and parts------ -- ------------------------- ----------
Artworks and antiques ..• -------------------------------------- ------ -- --Other imports ••• ________ -------_---_--- __ --- ______ ------------- ----------

TRADE WITH HUNGARY 

Exports, total •--------------------------- ---------------- 12,859 

413 
178 
95 

112 
11 
13 
54 
42 
49 
58 

290 
49 
84. 

140 
• 247 

1,650 

342 281 
84. 10 
84. 68 

102 80 
39 9 

---------- 38 
3 ----------38 23 

53 28 
------332" -------i45 

61 19 
75 31 
77 55 

1190 • 86 

1,349 346 

UNRRA 1 _ ____ - -- -------·----- -------------------------- 256 -- -- ------ ---------- ----------

Dairy products.----------- ------ ------------------------------- 589 ---------- ---------- ----------
Wheat.--------- ----------------------------------------- ---- -- 902 ------- --- -- ----- --- ----------
Wheat flour------------------------ ------------ __ ----------- --- 143 ---------- ---------- ---- ------Hides and skins, raw, except furs___ ____________________ _____ ___ 26 94 215 37 
Leather and manufactures_____________________________________ 298 ---------- ---- ----- - - ----- ----
~~b:r :::.et~~iiiactiires-_::::::::::::::::::::::::::::::::::::: ------ii4- 343 3~ :::::::::: 
~=~x~J =ciilles::::::::::::::::::::::::::::::::::::: ~~ :::::::::: ----~~:_ ___ ---------~ 
Hops ________________ ----- ______ --_--- __ ---_------------- ------- ---------- ---------- ---------- 33 Nylon filament yarn and monofllaments; nylon tire cord and 

fabric._-------------------------- ------- ----- __ ------ -------- (') 219 100 --- - ---- --Textile fibers and manufactures, other__________________________ 230 7 4 --- - --- ---Container board liners._, __________________________________ ____ ---------- 105 --- - ------ ----------
Petroleum products·---------------------------- - -------------- 140 - --------- ---------- ----------Carbon and graphite and products-------------- --------------- 102 --- ------- 28 ----------Magnesite ____ ___ __ _________________ --- - -------- - ____ __ --------- 3 121 ---------- ----------
Iron and steal-mill products, rolled and finished ________________ 32 111 1 --- -------
Ferrosillcon .. ----------------------------------- -- ------------- ---------- 145 ---------- -------- --Copper, refined. __ _ ------ - -------------------------------- - ---- 207 Metals and manufactures, other·-- ----------------------------- 59 
~~~f~~;Y~:_e~:_-:::::::::::::::::::: :::::::: ::::::::::: ::: ~~ 
Passenger cars, trucks, buses, parts, and accessories__ ________ __ 227 
PhenoL _________________ -__ -- __ --------_------- -- ------------- ----------
Coal-tar products, other.--------------------------- ---- -------- 506 Medicinal and pharmaceutical preparations_________ __ _________ 238 
Chemical specialties ______ -------------------------- -- ----- -- --- 39 
Chemicals, industriaL ___ --- ----------------------------------- 180 Photograpnic apparatus and supplies______ ___ ____ _________ __ ___ 98 
Scientific and professional instruments, apparatus, and sup-

plies. __ ------------------------------------------------- --- --Books, pictures, and other printed matter-----------------------
P rivate roller shipments ____ ---------------- - __ __ ------ -- -------Other domestic exports ______________________ -------------------Reexports. __ _________________ ___________________ ______________ _ 

71 
9 

6,669 
277 
130 

--------4- -------26" ---------3 
20 14 2 
27 16 8 
3 3 

70 ------2ii7" ---------3 
~ 34 56 
25 20 29 
52 156 57 
13 10 2 

44 
8 

14 
45 
5 

52 
3 

12 
68 
43 

10 
50 
6 

45 

==== General imports, totaL ... ------------------------------- 1, 501 1,809 2,024 862 

Imports for consumption, total ' -- -- ---------------------- 1, 472 1, 701 2,046 826 

Birds, edible, prepared or preserved____________________________ 45 
Vegetables and preparations .... -------------------------------- 21 Pa prlka. ___ _______ ___ ____________ _____________________ ___ • -- _ -- 109 

:'~~ :~:~~r-~~~~~~:::::::::::::::::::::: ::::::::::::::: 1~g 
Bristles. ___ ---------------------------------------------------- ----------
Feathers, crude ••• -- ----------------- ------- ---- --------------- 837 

-------37" -------79" --------22 
277 379 70 
80 89 52 
11 9 
~ ~ --------35 

See footnotes at end of table. 
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Table 3. U.S. Trade With Principal Countries of Eastern Europe, 1947, 1960, 

1961, and January-June 1962-Continued 
[Thousands of dollars] 

Commodity 1947 1960 

TRADE WITH HUNGARY- Continued 

Crude drugs, herbs, roots, and similar Inedible products___ _____ 22 28 Seeds, except olJseeds__ _________________________________________ 21 24 
Brooms. ________ ----------------------------------------------- ---------- 87 Flax, hemp, ramie, and manufactures____________ __ ____________ (1) 22 
Textile fibers and manulaotures, other . ... ---------------------- 21 38 
Baskets and bags or straw-- ------------------------------------ (') 43 
Baskets and bags or willow or osier. ---------------------------- (1) 69 
Olass and glass products. __ -------- ---------------------------- 21 64 
Olay and clay products.-- - ------------------ -- ------ ---------- 4 50 
Aluminum scraP---------------------------- ---- ------ ---- _____ ---------- 69 
Bicycles and parts--------------------------------------------- 30 90 
j;~~t~~~:na·P&~t.S:::::::::: ::::::: ::::::::::::::::::::: :::: ----<;>·--- -------59-
Books, pictures, and other printed matter. --------- ---- --- ----- 68 85 
Ar tworks and autiques ..• -------------------------------------- 9 32 
Other imports ... ----------------------------------------------- 140 1 237 

TRADE WITJI POLAND 

Exports, total•----------------- --------------- ------ ____ _ 107,705 143,090 

1961 

I January-
June 1962 

31 4 
66 

173 118 
71 52 
53 76 
64 23 

108 86 
81 45 
40 28 

138 
58 
26 4 

158 71 
49 22 

I 25() I 117 

74,791 69,664 

UNRAA ~- -- ------ ------------- ----------- ---------- ---- 43,258 ---------- ---------- ----------
Horsemeat. --- ----- ----- --------- ------- ------- --------- --- ---- 3, 110 __________ ----- - ____________ _ _ 
Lard. ------ -- ------------------------ -------- - ------------- ---- 3, 253 ------- --- ---------- ------- - --
D ried whole milk and cream .. -------- -- ----------- ------- --- -- 111 147 -- ----- ---
Nonfat dry milk---------------- ----- -------------------------- 1,116 828 418 ----- -- ---Dairy products, other--------- ---- - ----------------- ---- --- ---- 803 ---- -- ---- ---------- -------- --Barley, except pearl barleY------------------ ------- ------- ----- 180 14, 12 3,138 5,686 
=cio~;";ef:ce~tdsweetSOOd"ooin:: ::: : :::::::::::::::::::::::::: } a, 475 {__ _~ :~~- - -----~~- :::::::::: 
Grain sorghums------------------------------------------------------ ---- 4, 71 444 -- ------ --
Rice, milled---- ---- -------------------------------------------- (1) -- ---- ---- ---------- 2, 237 
;::::hic>iii:::::::::::::::::::::::::::::::::: :::::::::::::::::: ~~: ~ 74

• ~ ---~ :~~- ----~:~~~ 
Grains and preparations, other-- --------------------------- ---- 1, 136 
Soybean oilcake and meaL---------------- -------------------- ---------- ------548- ------139- :::::::::: 
Soybean flour •• -------------------- ---------------------------- 758 ---------- ---------- ----------
b~~n~~~l~~ilftiiii<i:::::::::::::::::::::::::::: ::: :::::::::: 2

' f~~ ---------- ------iii4- :::::::::: 
Soybean oil, refined, except shortening.-- - --------------- ------ 174 4, 350 2, 667 910 Vegetable rats and oils, edible, other____________________________ 1,1 7 -- - ------- ---- ------ 646 
Foodstulls, other·---------------- ------------------------------ 758 118 ll9 139 Hides and skins, raw, except furs--------- ------------------ ---- 431 1, 459 792 180 Leather---- -- ------------ --- ----------------------------------- 435 _____________________________ _ 
Leather manulactures •• ---------------------------------------- 959 --- ------- 4 ----------
Au1mal oils, Inedible--------------- ---------------------------- -- -- ------ ---------- !54 ----------
L~~bor~?~~~pt-iortii-oodlng:::::::::::::::::::::::::::::::: ----i~463- ----~: -~~- ----~:~~~- -----~:~ Rubber and manufactures______________________________________ 2, 523 490 ~~- 837 
~~=--=::::::::::::::::::::::::::::::::::::::::::::::::::::: :::::::::: :::::::::: !:~ 479 Soybean oil, crude, inedible____________________________________ 296 1,867 521 3,422 
Vegetable oils and rats, inedible, other______________________ ____ 3, 602 ------ ---- 2 24 Seeds, except oiJseeds___________ ________________________________ 685 193 149 2 
Tobacco and manulactures____________ _________________________ 142 1, 646 678 139 
Hops ___________ _____ _____ ___ --- --- - ---------------------------- ---------- 61 73 Cotton, unmanufactured_______ ___ ____________ _________________ 9, 317 15,537 ---i6~635- 16,492 
Cotton PulP-- ------------------ -------------------------------- ---------- 26 205 176 Wool rags and used clothing or wooL----- ------------- ---- ---- a 775 1, 264 623 303 Acetate filament yarn and monofllaments ______________________ ---------- 403 375 275 
Synthetic fibers and manufactures, other___ ____________________ 14 415 353 274 
Woodpulp_- ----------------------- --------------- __ ----- __ ---- _ -------- _ 631 141 
Petroleum and products ... ------- ------------------------------ 662 75 18 Aluminum oxide, fused, crude, and in grains ___________________ ---------- 143 309 46 Silicon carbide, crude, and in grains ______________________ ___ ___ ---------- 106 243 136 
Sulfur, crude ________ _____________________ ___ __ ____ _____________ ---------- 377 --- ------- ----------
Electrical steel sheets and striP---------------------- -----------} 256 ( 121 161 82 Iron and steel-mill p.roducts, rolled and finished, other ___ ------ \ 380 62 1 Iron and steal advanced manufactures_ ______ _______ ____________ 663 (1) 6 6 

See footnotes at end of table. 
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Table 3. U.S. Trade With Principal Countries of Eastern Europe, 1947, 1960, 
1961, and January-June 1962~ntinued 

[Thou88llds of dollars] 

Commodity 11147 

TRADE WITH POLAND-Continued 

1Q60 11Hll 

I 
January-
June 1962 

Aluminum ores and concentrates _______ _____ ______________ _____ -------- -- -------- -- I, 550 733 
Copper, refined._ ----------- --------- -------------------------- ! , liD ---------- ---------- ----------Metals and manufactures, other_____________________ ___________ 625 10 2 88 
Electrical machinery and apparatus-------------------- ---- ---- 4, 627 45 405 45 
Excavators, loaders, and dredging machinery and parts- ------- 146 26 28 
Construction and related machinery, other.------------------ -- 1, 760 00 163 73 
Metalworking machinery and parts·--------------------------- 6, 517 I, 047 I, 524 I, 1184 
Textile machinery and parts------------------- ------ ---------- 127 846 13 8 
Sewing machines and parts·------------------------------------ 68 260 12 45 Food and beverage processlnL'::S,chlnery and parts____________ 97 294 320 I 
Glass maldn5, forming, and lng machinery and parts _____ } { 653 2 
&~~~1~~=~~&~!-~~~~~-~~~~~~-~~-~-~-~:: 8, 176 ~ ------306" --------99 
Agricultural machinery, Implements, and parts---------------- 800 40 2 I 
Tractors and parts-------------------- - ------------------------ 2,650 41 60 ----------Passenger cars, trucks, buses, parts, and accessories__ __ __ ______ 952 21 ll8 10 
Merchant vessels·------------------------------- ------------ --- 1,050 ------ ---- ---------- ----------
Machinery and vehicles, other-------- ---------------------- --- 459 66 118 14 Medicinal and pharmaceutical preparations___ ______________ ___ 1,028 238 786 333 
ButanoL---- ---- ------ ----------------- --- --------------------- ----- ----- 661 --------- - ----------
Chemicals, Industrial, other---- ----------- -- ------------------- 475 334 97 48 
Fertilizer and fertilizer materials----------- ------------ ----- --- 570 ---------- ---------- ----------Soap and toilet preparations_____ ______ __ __ __ _____________ ______ nz 1 1 
Chemicals and related products, other •• ------------------------ 520 231 264 89 Photographic and projection goOds___________________________ __ 122 55 57 80 
Scient! ftc and professional inStruments, apparatus, and supplies. 1, 697 206 189 35 
Bound bocks and other printed matter.__ _____ __________ _______ 251 73 120 74 
Private rellefshlpments •• -- -- - - --- ----- ------- ----------------- 9,048 5,554 5,328 4, 75 
Other domestic exports·---------- -------------- ---- ------------ l, 915 121 112 117 
Reexports.----------------------------------------------------- 1,549 3 77 14 --------------- ---------General lmpor!B, totaL __ _____ ---------------------------- 1,335 38,800 41,316 24,488 

Imports for consumption, total•---- --- ----------- - ------- 1,312 38,650 41,248 24,006 

Canned cooked hams and shoulders----------------------------- --- ------ 25, n5 23,626 12,416 
Pork, prepared or preserved, other----------------------------- - --------- 2, 101 2, 474 1, 779 
Chicory roots, dried .. ---------------- ---- ---------- ------------ - ---- -- --- 193 200 128 

~~~!rs:r~~~~~=:::::::::::::::::::::::::::::::::::::::: ~~~~~~~~~~ ~~ ------~- --------~ 
~:ueg:a~:::::::::::::::::::::::::::::::::::::::::::::::::::::: :::::::::: 1~ a~ 27~ 
~~<!J>J\~~~e~~:~~:============ ========= === ================ ========== ~ ~~ m Fox fur, except silver and black, undressed __ __ _________________ ---------- 1, 559 1,108 866 

~~f~~t:J=~~:::::::::::::::::::::::::::::::::::::::: :::::::::: ~~ 7~~ 1,S: 
BriStles •• _------- - ----------- ---------------------------------- 11 266 213 101 

~F~~~;~~~a=~~~i~~::::::::::::::::::::::::::::::::::: =======~~= ----~:~- ----~:~~- ~ 
Poppyseed.-------- ----- ----------------------- ------------ ---- ---------- 315 251 170 
Brooms •• -------------------------------------------- --- --- --- - ---------- 122 139 00 Flax, bemp1 ramie, and manufactures------- ------------------- (1) 179 620 721 Baske!B ana bags____ __ ___ ______________________________________ 45 366 475 326 
Wood furniture and parts.--------- --- -------------------- ----- 12 183 658 342 
Wood manufactures, other--------------- ----- --- -------------- 1 18 69 90 
Newsprint paper.------------------------------------------ -- -- 279 28 22 
Cement----- --------------- --- --- - ----------- ------------------ ---------- 478 407 128 
Glass Christmas tree ornamenill .. ------------------------------ (I) 662 853 205 
Glass and glass products, other--- ------------- --- ----- -- --- ---- 50 450 607 235 
Clay and clay products---------------------------------------- 46 42 175 56 
Pig Iron . • ----- --------------------------------------- - -- --- ---- 484 ---------- ---------- -- --------Wire naUs, over 0.066 lach Ia diameter, or Iron and steeL------- ---------- 225 94 147 
Zinc blocks, pigs, or slabs .•.. ------------- ----------------------------------------- 92 50 Bicycles ___ _____________________________________ ---------------- ---------- (I) 693 323 
Benzene . . ---------------------------------- -------------------- ---------- _ --------- 783 154 
Naphthalene. -- ---- ----- ---- ---- --- ---------------------------- ---------- 190 900 149 Coal-tar medicinals _____ ___ ___ ___ __ _______ ___ ___ ____________ __ _ -------------------- 148 268 
Peat moss, fertllzer grade-------------------- - --- ---------- ---- (1) 332 281 227 
Chemicals and related products, other------- -- --------------- -- 27 ---------- 18 117 

See footnotes at end of table. 

QUARTERLY REPORT UNDER EXPORT CONTROL ACT 25 

Table 3. U.S. Trade With Principal Conntries of Eastern Europe, 1947, 1960, 
1961, and January-Jnne 196~ntinued 

[Thousands of dollars] 

Commodity 1947 

TRADE WITH POLAND-Continued 

¥g~ :~8 &a::::otiier.:::::::::::::::::::::::::::::::::::::::::: 
Books, pictures, and other printed matter----------------------
Other Imports .. _-------------------------------- --------- --- ---

(I) 
1 

53 
240 

TRADE WITH RUMA IA 

Exports, total'------------------ ------------------- ------ 15,079 

1Q60 1001 I January-June 1002 

179 179 89 
18 92 5 
7D 87 85 

'570 1759 • 589 

1,260 1,404 366 

Dairy prodncts---------------------------------- --- ----------- 610 ---------- ---------- ----------
Corn, except seed---------------------- ----- -------------------} 8,420 {------

78
--- -------1~;- -_-_-_-_-_-_ -_-__ --_ Beedcom, except sweet seedcom________________ _____ ___________ .., 

Ora inS and preparations, other ___ ------------------ - ----------- 608 ---------- ---------- 15 Seed beans _________________________ __________________________ __ ---------- ---------- 46 ----------

~~~d0=Ui8c~----==::::::::::::::::::::::::::::::::: ~~~ :::::::::: ~ ---------i 
Own rosin----------------------------------------------- ------ ------- --- - --------- 79 ------ ----Soybeans._---------------------------------------------------- ---------- 65 --·---__ __ ----------=· ;l~r;{ ~=i:.:::::::::::::::::::::::::::::::::::::::: ------~~- :::::::::: 4~~ -------~~~ 
Steel sheets, carbon, black, cold-rolled, ungalvanfzed _____ ______ ---------- 387 ---------- ----------
Tinplate.--------------------------------------------------- --- ---- ------ us ---------- ----------
~:~~· s~~producti;otiier::::::::::::::: :::::::::::: :: -------65- -- ----~~~- :::::::::: :::::::::: 
Iron and steel advanced manufactures____________ ___________ ___ 71 20 2 ----------
Textile machinery and parts·---- ------------------------------ ---- ------ ---------- 131 ----------
Glass making, formlag, and Onlahlng machinery and parts.---- (') 114 ---------- ----------Industrial machinery and parts, other_________________ ______ ___ 18 45 00 51 
Printing and bookbinding machinery---------------------- ---- ---- ------ « g Agricultural machlnery1 1mplements, tractors, and parts__ _____ (') ll8 141 
Passengsr cars~ trucks, ouses, parts, and accessories____________ 673 28 1 
Antibiotics ana preparations·---------------------------------- (') 68 80 52 Medicinal and pharmaceutical preparations, other____ _______ __ 231 6 37 3 
Chemicals and related products, other---------------- --- ------ 73 56 76 27 
Private relletshlpments________________________________________ 3, 466 -------~8-- ----- --

7
-
9
-- ---------

15
-

0ther domestic exports·----------- ------------------------ ----- 464 ~ 
Reexports __ --------------------- -------- ---- -------- ___ ---- -- -- 4 ---------- ------ __ __ ----- ____ _ === 

General Imports, total------ ------ -- ------ ---------------- 435 1, 461 1,362 362 

Imports for consumption, total•---- ----------------- - ---- «0 1,386 1,339 349 

~~~:~~ r:!s~:t-t~·--:::::::::::::::::::::::::::: :::::::: :::::::::: 
W alauts, shelled. __ --- ___________ -- ___ -_-_--------------------- ----------Spicas . • __ ----- __ --- _____________________ ___ _____________________________ _ 

r~~$~;================================ ============== ------27J-
g~~t~ws::r~u~~cti========================== =========== :::::::::: Stamps _________ -------- ______________________________ ---- _____ 12 
Other Imports •••• ------- __ ---------------------------- -- ------- 68 

80 32 11 
33 60 7 
59 121 33 
49 80 104 

519 862 
31 27 
41 1 31 
15 30 74 

345 ---------- ----------115 123 13 
100 130 • 49 

TRADE WITH U.S.S.R. 

Exports, total•--- ------------------------- ---- --- --- ---- - 149,069 38, 440 42,650 10.404 

UNRRA •- ---------- ------------------------------------ 32,072 ---------- ---------- - ---------

Meat, canned •. ----------- ---- ------------ ----- ---------------- 3, 129 ---------- ---------- ----------
Dairy products-------------------------------------- ----------- 479 ---------- --- ---- --- 1 
~:fl~~~~:~~:::::::::::::::::::::::::::::::::::::::::::::::: :::::::::: ----~:~~- ---i5;i22" 4, M1 
Horses and mules.---------------- ---------- --- -- -- -------- ---- ------------------------------ 130 
Rubher and manutactures------ -------------- ------- ---- ------- 427 16 1, 476 1, 455 

~~~~ =~t~~================================== 1. m ----------========== ====== == == 
See footnotes at end of table. 
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Table 3. U.S. Trade With Principal Countries of Eastern Europe, 1947, 1960, 
1961, and January-June 1962-JContinued 

[Thousands of dollars] 

Commodlty 11147 

TRADE WITH U.S.S.R.-Continued 

1960 1961 I January-
June 1962 

Cordsge and twine of sisal and s=--------------------------- 1,343 ---------- ---------- ----------

~o;>~:~~~~t -;:~iill<ioo~cC~ayciiitire-c'O;<i-an<fraii;ie;_-_:::: ------~~- ---- ~~145- ----2~762- -------201 
Synthetic staple fiber and tow---------- ------------------------ -------- -- I , 400 I , 603 I, 114 
Synthetic fibers and manufactures, other----------------------- 72 258 295 114 
Textile fibers and manufactures-------------------------------- 405 92 33 9 

i~~?v'!:..~-"~~~~~:::::::::::::::::::::::::::::::::::::::::::: 3
' ~M ~g ___ __ ___ :_ :::::::::: 

Carbon and grapblte and products-- --------------------------- 640 ---- -- ---- ---------- ----------
Sulfur crude------ ----------- -- --- ----- ----- -------- -------- -- - 341 ---------- ---------- --------- -
Steel sheets, carbon, black, ungalvanJzed_____ __________________ 4 10,618 I, 086 ----------
Iron and steel mill products, other----------- ------------------- 15, 246 115 1 (') 
Iron and steel advanced manufactures---------- ---------------- 942 124 104 141 
Copper and manufactures----- --------------------------------- 496 ---------- ------- --- ----------
Metals and manufactures, other-------- -------------- ----- ----- 274 -------49- ------388- --------48 
Electrical macblnery and apparatus_____________ _______________ 19.992 
Power generating macblnerY------------------- ---------------- 5, 504 63 40 3 
Conveying equipment and parts___ _____ ___ _______ _____________ 604 92 828 27 
Trucks Industrial type, electric-powered---------------------- - (') 378 
MJ.nlni machlnery and equipment, specialized, and parts_-- --- (<) 81 1, 260 
Construction, excavating, mlnlng, and related macblnery, other_ 27,837 239 530 
Metalworking macblnery and parts-- ------ --- ----------------- 23, ~~ ---------- 834 
Textile and sewing macblnery and parts ___ ------------------- - 841 12, 721 0, 928 
Food and beverage processing macblnes and parts____________ __ 760 176 103 
Paper, pulp, nnd paper processing m81'blnery__________ _______ _ 1,171 757 7 
Air-conditioning and mechanical refrigerating equipment______ _ 240 179 105 
Laundry and drycleanlng equipment, commercial, and parts___ 357 60 1,143 
Plastic making and manufacturing machinery____________ ______ 15 553 9 

1 
33 

62 
83 

1,442 

21 

Presses, power-<lrlven---------------------- --------------- -- -- - (') 260 ------009- -------732 
Industrial machinery and parts, other-- ------------------ ------ 20,295 1,103 
Typesetting machines----------------------------------------- - ---------- 217 149 
Printing and bookbinding apparatus, other ___ ----------------- 27 7 241 

~=:~;=~::~~~~~·=~~~~=~~=~~~======= ~: ~ ~ ~ 
Other automotive vehicles and parts--------------------------- 517 96 20 

20 
7 

~~~:~~~~~~~~~~~~~~~~==::::::::::::::::::::::::: ----~~~r ====~=~~~= ====== ==== ========== 
~~~c;so3~~[.t_t~~~~~~~:::::::::::::::::::::::::::::::: 1

• S:~ ------i7i- ------77o- -------iu 
Veterinary medicinals and preparations_____ ___________________ (') 129 ---------- ----------
Chemical specialties----------- --------------------------------- 78 164 528 130 
ButanoL---------- ------------------------- --- ---------------- ---------- 575 -------93- ---------6 
Obemleals, Industrial, other----------------- ---- --------------- 165 I, 649 5 
Carbon black:-------------------------- ---- ---- ---------------- 25 404 828 ----------
Soap and toilet preparations_ ___ _______________________ _________ I. 210 ------i0

7- -------35- --------40 
~~~~~~~ :~~oS:!i!nStilliiieiit5~apii&rati:iS~-Miif5iiiipiles: 3, ~ 151 255 61 
Private relief shipments------------ ---------------------- ------ 2, 174 2 ----(ij ___ _ ----(ij ___ _ 

~~J::.~~-~~~=~~;;~============== =================== ~:m (')26~ 35~ 1~ ==== 
General imports, totaL---------------------------------- 77, 102 22,629 23, 228 7, 37'..! 

Imports !or consumption, total •--------------- ----- ------

~t~~n~~tiier-ftsh-roo::::::::::::::::::::::::::::::::::::: 
Persian Jamb and earacul fur, undressed------- - ----------------
Sheep and lam~ undressed---------------------------------
~~~'flu'::'~dresse<i::::::::: :::::::::::::::::::::::::::::::: 
Furs and fursk~ undressed, other.- --------------------------

~%1i~~~:-~~--~~-~~~~:~_e_:;:::::::::::::::::::::::::::: 
Licorice root ___ ____ ---------------------------------------- ___ _ 
Essential or distilled oiJs __ ----- ------------ ------- -------------
6~~~1n~~~~~~:::::::::::::::::::::::::::::::::::::: Cotton waste __ . ______________________ _____ ______ ______________ _ 

See footnotes at end of table. 

---
72,152 

---
853 
520 

17,950 
28 

1,502 
6,640 

15, 411 
684 
380 
352 

73 
1, 916 
1, 037 

889 

--- ------
22,764 22,786 7, 557 

---------· 
ll8 8 
208 177 44 

1,4l2 2,322 618 
71 364 230 

1,613 2,335 1,362 
2,403 1,569 988 

468 171 172 
78 36 44 

1(5 307 73 
405 287 89 
160 84 79 

------680 - ---------- -------367 641 
52 25 18 
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Table 3. U.S. Trade With Principal Countries of Eastern Europe, 1947, 1960, 

1961, and January-June 1962-Continued 
[ Thousa.nda of dollars] 

Co=odity 1947 

TRADE WITH U.S.S.R.-Oontlnued 

1960 1961 

I 
January-
June 1962 

Wool, unmanufactured- ------- -------------- --- ------ ---- ------ 730 ---------- ---------- 6 

8~~~s~::~~i~============================== ------~- -------~- ======i~= =======~ Diamonds, cut but not set __ ---- --------- ----- ----------------- 708 85 ----------

~~~i~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ i: m ----~-~~- ----~~~- =======~ 
Iridium and osmium___________________________________________ 335 ---------- ---------- ----------

~~~.;:', : :::::::::::::::::::::::::::::::::::::::::::::::::::: ----~~~~~- l: ~ 4
' ~ Wo 

Benzene---------------------- ----- ----------------------------- ---------- 7, 819 3, 671 N apbtbalene _______________________________________ ___ _________ ---------- ---------- 2, 018 

Pyridine _------------------------------------------------------ ---------- 196 317 

~r~~~ ~~!~~~~~~ -~-~~~:::::::: ::::::::::: ::::::::::::::::::: -------55- 1~ m 
Books, pictures, and other printed matter- -- ----- -------------- 11 76 118 

~n::~~::~~~~~~~~::::::::::::::::::::::::::::::::::::::::: 1. 4~ • :Jll • ~} 
• Excludes "special category" exports. 
• UNRRA shipments are Included in commodity exports for 1947. 
1 Less than $500. 
• Not reported. 

-------409 
23 

264 
16 
40 

149 
• 277 

' Commodity datn are reported on the bnsls of imports for consumption. 
• Includes an estimate of low-vnlue shipments $250 or Jess each on Informal entry sblpments and under 

$100 each on formal entry shipments. 
' East Germany not reported separately prior to 1952. 
• Wool rags only. 
• Not Included In export statistics for 1060, 1961, and 1962. 

T echnica:l Data 
During the third quarter 1962, U.S. technical data continued to be 

of interest to the Soviet bloc, with particular emphasis, as in the past, 
on industrial equipment. U.S. firms continued to seek the Govern-
ment's views as to the desirability of their providing, directly or indi-
rectly, through foreign licensees, affiliates or subsidiaries, technical 
data and/or equipment and material for constxuction of facilities of 
possible strategic importance to Soviet-bloc countries. 

The Department approved 17 export license applications covering 
shipment to Eastern European destinations of technical data for other 
than the filing of patent applications. These covered: 

For Poland.- Technical data for quotation, erection and MRO of a 
rotary flying hot saw. 

Technical data for quotation, erection, and MRO of copper or brass 
tube rolling mill equipment. 

For Bulgaria.-Technical data for quotation, erection, and MRO 
of a shearing line and an electrolytic tinning line.* 

Fm· Ozechoslovakia.-Technical data for installation and MRO of 
a continuous heat treatment furnace.* 
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Technical data for quotation for continuous annealing and gal-
vanizing lines.* 

Photograph prints-designs for glassmaking molds. . 
For H'l.l/1tgary.-Technical data for installation and MRO of eqwp-

ment relating to hot rolled steel strip.* 
Technical data for quotation for a six-stand continuous billet mill.* 
For Rumania.-Technical data for quotation on installation, erec-

tion, and MRO of yarn preparation, weaving, knitting, and finishing 
machinery for the textile industry. 

Technical data for design, installation, erection, and startup services 
in connection with the supply of equipment and facilities for a Kraft 
pulp mill. . 

Technical data for quotation, erection, and MRO for a cold rmll 
installation.* 

Technical data relating to a carbon dioxide removal plant for the 
manufacture of fertilizer. 

For U.S.S.R.-Technical data for quotation on installation, erection, 
and MRO of yarn preparation, weaving, knitting, and finishing 
machinery for the textile industry (two applications). 

Technical data for assembly, erection, installation, and MRO of 
stationary power boilers and recovery units. 

Technical data relating to process, plant and equipment layout, 
erection, installation, and MRO of a viscose staple tow plant. 

Technical data for material specifications, equipment layout, erec-
tion, installation, and MRO of a foUl'-strand wire rod mill.* 

The asterisked items above relate to steel manufacturing and proc-
essing equipment and represent applications which have been pending 
in the Department for some time. 'l'he final decision to approve these 
was based primarily on the fact that such data and related equipment 
are readily available to the Soviet bloc from non-U.S. sources. Fur-
thermore they were not deemed significant to either the military or 
the econ~mic potential of the bloc in any way that would prove detri-
mental to U.S. national security and welfare. All of the other tech-
nical data were approved on the basis of their nonstrategic nature and 
their availability from non-U.S. soUl'ces. 

Two applications covering technical data were denied during this 
period. One involved technical data for th~ c.onstruction of. a plant 
for the production of fiber-grade acrylorutnle to Rumarua. The 
other application involved technical information for the maintenance, 
repair, and operation of transfermatic machines, which were among 
the automotive machine tools denied to the U.S.S.R. 

In addition, export licenses for the export of technical data were 
aranted in 35 cases involving the filing of patent applications by 
b 
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U.S. firms with the Goverrunents of Czechoslovakia, East Germany, 
Hungary, Poland, and the U.S.S.R. 

It is extremely difficult to place a dollar value on exports of techni-
-cal data, since eventual payment for the data, provided the contract 
were negotiated, would depend almost entirely on the extent to which 
the contract would cover technical data (including training and 
operating instructions); design, engineering, and construction serv-
ices; and materials and equipment. 
Licewing to Oo'T1111r1111Jnist Ohina 

The Department's policy provides for a total embargo on all U.S. 
exports to Communist China, and other Far Eastern Communist-
controlled areas. However, provision is made for the approval of 
license applications where the consignee is a diplomatic mission of a 
friendly foreirn country located in these areas, provided there is 
reasonable assurance that the commodities involved will not enter the 
economies of these areas. 

Under this policy, during the third quarter 1962, the Department 
approved, for export to Communist China, passenger cars, valued at 
$4,560. 
Additio'IUJ to the Polish GRO E wceptiow List 

Dlll'ing this period, the Department extended its validated export 
license requirements to certain materials and equipment which here-
tofore were exportable under general license to Poland. These in-
cluded certain metalworking equipment, size-measurina machines and 
instruments, metal heat-treating furnaces (nonelectri ) , ion exchange 
resins, and certain organic flocculating agents. 
Licewing Policy Toward Ouba 

In connection with the tightening of controls over shipments des-
tined for Cuba, the following actions were taken dUl'ing this period: 

General License SHIP ' STORES.-This aeneral license was 
amended to prohibit the supplying of any commodity for use or con-
sumption on board a vessel departing from the United States, if that 
vessel is registered in, owned or controlled by, or under charter or 
lease to Cuba or a Cuban national. Such stores include bunker fuel, 
supplies of engine and steward departments, medical and surgical 
supplies, foods, etc. 

General License 0 REW.-This general license was amended to pro-
1libit a crewmember from exporting his personal and household 
effects if these effects are intended for importation into Cuba, or if the 
effects are being exported from the United States on a Cuban-
registered carrier. 
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General License GOU.-This general license was amended to delete 
from its provisions the following items: Malt liquors, wine, whisky 
and other distilled liquors and compounds, containing spirits. 

General License GLR.-This general license was amended to pro-
hibit the return to Cuba of commodities shipped from Cuba to the-
United States which do not meet specifications or conform to sample; 
items shipped without censent of the U.S. consignee; and those re-
fused entry into the United States by any Federal agency. In effect,. 
this general license no longer is applicable to Cuba. 

In addition to l'evising the foregoing general licenses, the Depart-
ment also amended Transportation Order T-1. This order prevents. 
any ship or aircraft documented under U.S. laws from transporting 
to Cuba any commodity which at the time is either on the Positive 
List, the U.S. Munitions List, or is controlled under the Atomic-
Energy Act of 1954 without an appropriate export license or without 
express authorization from the Department of Commerce. 

IV 
Short Supply Controls 

There have been no commodities under control because of short. 
supply reasons since 1959. 

However, the Department maintains constant surveillance over the 
supply-demand situation of all commodities in order to assure prompt 
action if abnormal foreign demand were to adversely affect the-
domestic economy. 
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Enforcement 

During the third quarter 1962, the Export Control Investigations 
Staff of the Bureau of International Programs had under investigation 
229 cases, including 15 surveys to detect possible violation of export 
·control regulations. At the close of the quarter, 43 of the cases had 
been closed-9 on the basis of a determination of no violation or. 
insufficient evidence, and 34 after warnings to the parties involved in 
various types of violations considered to be of a less serious nature and 
not warranting institution of formal charges or compliance proceed-
ings. In addition, two cases were referred to the Department's Office 
of the General Cotmsel for appropriate action. The remaining cases 
were still under investigation at the close of the quarter. A total of 
44 warning letters was issued by the Investigations Staff during this 
:period. 

Upon recommendation of the Investigations Staff, the Department 
rejected 11 export license applications, with a value of $137,855. 
TJU'ee shipments, totaling $5,988, were recalled to the United States. 

During this same period also, the collectors of customs seized a total 
of 64 shipments valued at $110,500. Ten of these, valued at $1,154, 
involved shipments apparently destined for Cuba. 

The following denial orders were issued by the Department during 
·the third quarter 1962: 

Ross, Ltd.; Ross Ensign, Ltd.,· Barnett Ensign, Ltd.; B.R.E., 
Ltd.; and Whitefriars Investment T7'U8t, London, England; 
Metallurgical Enterpri8es Ltd., Kenton, Middlesero, England 

On August 22, 1962, the above six British firms and three of their 
officials were denied all U.S. export privileges for an indefinite period 
because of their close relationship with Electrical Agencies (London), 
Ltd., which has been denied U.S. export privileges since 1953. 

The individuals involved are Louis Larhold, chairman of White-
friars and a director of Ross, Ltd., and Electrical Agencies; Walter J . 
Berger, owner of Metallurgical Enterprises and managing director 
of Electrical Agencies; and Brian K . Jones, a past director of 
:Electrical Agencies. 

The Department advised that during the last 2 years a number of 
the named firms and individuals concealed the interest of Electrical 
.Agencies and Mosche Gevirtzman, one of the direetors, in procuring 
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substantial quantities of U.S. electronic instruments and components. 
Such purchases were prohibited by the 1953 denial order, which had 
been imposed because of unauthorized transshipments of U .S. elec-
tronic equipment by Electrical Agencies to a Soviet-bloc country and 
because of the firm's refusal to explain such transshipments. All of 
the parties cited were found to be directly associated with Electricai 
Agencies within the terms of its denial order. Electrical Aaencies 
has made persistent efforts to obtain American products through these-
and other firms, and in order to prevent further evasion of U.S. export 
control regulations, the denial order was extended to the subject 
parties. 

Gerhard Louis Herzfeld, H ageraten, Sweden 
Alfred Rimberg, StockholJm, Sweden, and Hamlnvrg, W est Ge/1'-

many 
Ferdinand B ernatein, Hamburg, W eat Gerrnarn,y 
Willie August Richard Springer, Hamburg, West Gerrrw;n,y 

On August 13, 1962, the above Europe:tn businessmen were denied 
U.S. export privileges for attempts to divert and transship U.S.-man-
ufactured materials to Communist China. 

The denial order is effective for the duration of U.S. export controls, 
with the provision that Herzfeld, Rimberg, and Bernstein may apply 
for reinstatement of their privileges 2 years from the date of the order, 
as a result of their cooperation during the investigation. Springer 
failed to answer the charging letter and was found in default. 

The Department found that during August 1958 through April 
1959, Herzfeld ordered from a U.S. manufacturer $14,600 worth of 
X-ray tubes and related equipment. Herzfeld concealed from the U.S. 
supplier that his customer was in Communist China, naming instead 
Rimberg in Hamburg as the ultimate consignee. Herzfeld, in the be-
lief that the U.S. goods could not readily be transshipped from Swe-
den to Communist China, arranged with Rimberg and Bernstein to 
take delivery of the U.S. shipments at Hamburg and ship them on to 
Communist China. This action was taken, with Springer acting as 
their forwarding agent, despite their knowledge and specific notifica-
tions that the U.S. export control regulations prohibited transship-
ment of the U.S.-made products to Communist China. 

Kolle& Oo.,and W. G. Kolle,Amsterdam,Netherlands 
On July 19, 1962, the Department denied all U.S. export privileges 

to the above firm and businessman, for a period of 3 months plus an 
additional9-month probation period . 
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In April 1961, Kolle placed an order with the Amsterdam affiliate 
.of a U.S. supplier for 1,100 kilos of potassium permanganate valued 
at about $770. In making the shipment, the U.S. firm informed Kolle 

-that U.S. export regulations prohibited disposition of the commodity 
to a Soviet-bloc country without first obtaining U.S. permission. 
Nevertheless, in June 1961, he delivered the goods to its intended Hun-

.:garian customer. 
The Department called Kolle's deliberate disregard of U.S. export 

control regulations inexcusable. However, in setting the short denial 
period, it took into account the nonstrategic nature and small value 
-Of the commodity, for which a license would have been issued if it had 
l>een requested, and Kolle's admitted recognition of his error. 

".A uatiB" W arenhandelagesellschaft, Vienna, .A uatria 
On June 25, 1962, the Department issued a denial order against the 

.above firm and its owner and manager, Otto Goldeband. Also cov-
ered is "Austis" Chemometall W arenhandelsgesellschaft (also known 

.:as "Austis" Chemometall), ·which is affiliated with Goldeband. This 
·denial order is effective for the duration of U.S. export controls. 

The Department found that in September 1960, a firm in Munich, 
West Germany, sold and delivered to Goldeband in Vienna, Austria, 
·three U.S.-made electronic measuring instruments. Goldeband was 
specifically informed by the Munich firm that U.S. export controls 

banned the reexport of these goods to Soviet-bloc countries. How-
·ever, after Goldeband assured. theW est German .firm that the instru-
ments would remain in Austria, he knowingly had them delivered to a 
:Soviet-bloc firm,, EJectroimp~x, pf. Budapest, Hungary. 

VI 
The Positive List as of September 30, 1962 

The chief purpose of the Department's Positive List is to keep 
American exporters continuously ad vised of the commodities for which 
validated export licenses are required before shipments may be made 
to friendly foreign destinations. Export licenses are not required for 
commodities exported to Canada for consumption in that country. 

All commodities require validated licenses for shipment to the 
U.S.S.R. and Eastern European-bloc destinations (excluding Poland), 
Communist China, North Korea, north Viet-Nam, as well as Hong 
Kong, Macao, and Cuba, except for certain specified non-Positive 
List commodities which are exportable under general licenses-such 
as general license G HK for Hong Kong and Macao, GLSA for the 
U.S.S.R. and Eastern European-bloc countries, GCU for Cuba, etc . 

The Positive List is different in concept and content from the U.S. 
security export COD:trollist. The Positive List covers all items requir-
ing validated export licenses for specified friendly destinations. (but; 
as stated above, the majority of goods-all goods except those where 
applicable general licenses apply-even though not on the Positive 
List, require a validated license for shipment to Cuba and to the Sino-
Soviet bloc and certain "fringe" areas) . The commodity specifica-
tions on the Positive List are sometimes broader than those on the 
security export control list for administrative reasons. 

The number of entries on the Positive List should not be considered 
as an indication of the comprehensiveness of export control. While 
one Positive List entry may involve only a few applications a year, 
another may involve many thousands. 

The number of separate entries on the Positive List remained un-
changed during the third quarter of 1962. Thus, at the end of the third 
quarter there were 1,111 separate entries, of which 1,008 were controlled 
to both R and 0 countcy destinations, and 103 to R country de!¢~a- · 
tions only. 

The following table shows the commodities on the Department's 
Positive List of Commodities controlled for export as of September 30, 
1962. 

Two or more related entries are frequently grouped together in the 
interest of brevity and clarity. 

The numerical designations in column 1 indicate the appropriate 
commodity classifications as listed in the Bureau of the Census Sched-
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ule B classification of exports. This is the classification system used 
for identifying commodities on the Positive List. 

The designation "RO" in column 3 of the table indicates that the 
commodity requires a validated license for shipment to any destination 
except Canada. The designation "R" indicates that a license is 
required for shipment to Cuba and destinations outside the Western.. 
Hemisphere. 

Schedule 
BNo. 

20051-20105 
2061D-20638 

206Ii6 
20840-20932 

20998 

Commodity description 

RUBBER AND ' MANUFACTURES 

!:r~~~!:S~:::::==~=======================~~:_:_:_:_:_:_:_:_:_~:::_:_:_:_:_:_::::_:::::: 
Silicone rubber Insulating tape, molded braided bose, and packing ______ ~~~-~~~~~ 
Silicone rubber manufactures, n.e.c.; and microwave absorber material made principally or rubber. 

MAN-MADE FIBERS AND MANUFACTURES 

Area of 
control 

R• 
RO 
RO 
R 
R' 

38418-38482 Yarns, mono6laments, staple, tow, and woven fabrics wbolly made of polytetrn- RO flnoroetbylene. 
38500,39990 FUtar clotbi\ packtng, and other textile and tiber manufactures wholly made or RO polytetra uoroethylene. 

,I PAPER, RELATED PRODUCTS AND MANUFA TURES 

~I Pressure sensitive synthetic tspe ~------------ ------------------------ ------------1 RO 

. 

I 

00100 
00180 
00400 
50410 
005QO 

PETROLEUM AND PRODUCTS 
r 

r irt~~ -~~~ ~ ~~ :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: tviation engine lubricating oil I _____________________________________________ _ 

Hu~~ greases~----------------------------------------------------------::: y cor a•Jtomatic transmission llulds ~--------------------------- -:_----------

GLASS AND PRODUCTS 

RO 
RO 
R' 
RO 
RO 

52170 Aircraft windshield ________ ---------- ----------·-----------------____ --------__ RO g~g ~ilicotn lens ~a.nks; ~lens blanks for Infra-red equipment~ - - -- ------ ----- - - -=:: RO 
523u · s~b~tfcY:yst~~peci.!li~!&rte&iicrr<ii--M:iiS8rs-or-£8W5::: ::: ::::::::::::::: :: ~8 

CLAY AND PRODUCTS 

638110-636811 I Refractories 1··- ~--------------------------------- ----------- ---------- ---------1 RO 

OTHER NONMETALLIC MINERALS AND PRODUCTS (PRECIOUS INCLUDED) 

MOO! 
54114-M140 
M730-MB09 

57227 

~509 
69645 
69000 

!~.:r:~<>=~~d~~~J«-·------------------------------·---------------- --- -­car bon of graphite prod iict5-i ::::: :::::::::::::::::::: ::~ ~ ~=:: ::::::::::::::::::: 
M:ScJ~um oxide, and magnesia cement containing 97 percent or more magnesium 
~uw~C::~~:~t~;nd synthetic I ____ ___ __ _______ ____ ____ ______________ ____ _ 

Syntbetlc industrl~ d~~~dS-~~:::::::,:: ~ ~::::;::::::::::::::::: :~:::::f :::::::: 
See footnotee at ud of table. • I 

RO 
RO 
RO 
RO 

RO 
RO 
RO 

I 

cbedule 
B o. 
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Commodity d criptlon 

IRO:-< AND STEELMAKING RAW l\fATERlALS 

37 

Area or 
contro.l 

6003D-60085 1 Scrap, except tin p.lated or terne plated------------- -------------- --------- -------1 RO 60095 Rerolling materiaL _______ -------------- ___________ ____ ----- _____ ----------------- R 0 

60172~m ~l~~ ::l ~t~o~0Js~~:-~~~~:~::~~~::~~-~~~~-~~~~-~~~============:::::::::::: ~8 
60185 Steel skelp ~- - ---------------------------------------------- - - - ------------------- RO • 60187 Alloy steel wlre rods 1 __ - --- ------ ---------------------- --- ----- - ----- ---- ---- --- RO 

IRON PRODUCTS AND STEEL MILL PRODUCT , ROLLED AND FINISHED 

00220-60270 
603HHl0335 

60355 
60365-60390 
60027-60630 
60&1o-60680 
60710-60720 

60735 
60813-60821 

Alloy steel bars ' - __ --------------- -- -- ------- ---- --- - ---- ------ ------------ -- - ---teo! sheets ' - __ ---------- ----------- ------ - -- ------------------ -- ----- -------- ---Electrical (steel) sheets and strip 1-- ----------------------------------------------Steel strip 1 ___ ------ _ ------------- _ ------------ --- __________ _ ___ ------------------Steel line pipe '---- ----- -- ----------- __________ ---------- ______ -------------------Other steel pipe, tubes, and tubing'----------------------------------------------Steel pia tea ~--------------- - --- ------ _______ ___ _____ --------- _____ ----------------
Alloy steel structural shapes'------ ------- ---- -------- ------ ---- ------ ---------- --
Alloy steel wire 1 _ __ _____ -------------------------------------------- --- - ------ ---

CASTING AND FORGrXGS 

RO 
ROt 
RO 
RO• 
R 
RO 
RO• 
RO 
RO 

61050--010551 Castings, alloy steel, rough and semlfinlshed ~------------------------------------1 RO 61065 Forgings, alloy steel, rou gh and somlllnlshed ~------------------------------------ RO 

61857 
61869 
61875 
61 1 

61932-61936 
61938-61944 
61052-61964 
61974--61987 

619()5 
61!J95 
01995 
61995 
61995 
61995 
61995 
61995 

METAL MA UFACTURES 

Steel pipe fittin gs, pipe <lze connection greater than 19 lnche o.d.l ____________ ___ _ 
Alloy steel perforated sheets •--------------------------- - ------- -- --- ------ ------ -Llqueliecl ga< jacketed Horage containers~- -------------------------- - ------------Steel pipe lined wtth crslytetranuoroethylcue or polytrinuorocbloroel.hylene ______ _ 
Liquefied gi\S jackete sblpp!ng containers 1 _ __ -----------------------------------' eiding rods and wires' - ---- -------- -- -------------------------- ------------- ---
~~~ r;:,~~Jc~ I j =~==: = ~ = = = =: =:: =:: =: =:::: ::::::::::: =:::: =::::: ::::: = = =: :::::::::: 
Metal ron • -- --- --- ----- - ---- ---- -------- ---- ___ --- -------------------- -- --------Beryllium manufactures 1 ____ __ ___ __ __ ____ _____ _ ___ __ __ ------- ----- - - ---- --- -
Copper and copper-baso alloy perrorated plate and sheets------------------------Liquefied gas jacketed storage containers'------ ------------------ --- --- - ----- ----
Microwav~ absorber material made principally from meLal'--- -------------------Pcrmanent magnets 1 ___ ___ ___ - - ------------------ - --- - - -- - ______ -----------------'l'hermoelectric materials 1 _ ___ _____ ------------ _____ _ _ ------ ___ -------- -------- -- _ 
Zircouium and zirconium alloy manufactures-------------------------- -----------

<L 
FERRO ALLOYS 

n 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 

COPPER ORES, CONCENTRATES, SCRAP, AND SEMIFABRlCATED FORMS 

64010 
64120 
64130 

64220-64230 
64251 
64290 
64200 

Copper ore, concentrates/ matte, and other unrellned copper ____________________ _ _ 
Refined copper In crude orms---- ----- - ----- ------- ------- --- --------------------Copper scrap_---- ________ _____ _____ -_- ________ __________ •- ____________________ __ _ 
Copper pipe, tubing, plates, sheets, and striP-- --- --- -- ----- ----------------------
Copper wire and cable, bare __ ---------------------- ------------ ---- --------------Copper castings and forgings, rough and semilinlsbed _____ ____ _______ ___________ _ _ Copper rods and bars ___ __ ----_------ --- ------ __ ____________ ____ ________ ---------_ 

See footnotes at end of table. 

I ' 

RO 
RO 
RO 
RO 
RO 
RO 
RO 
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Schedule 
BNo. 

QUARTERLY REPORT UNDER EXPORT CONTROL ACT 

Commodity description 

COPPER-BASE ALLOYS, SCRAP, AND SEMIFABRIOATED FORMS 

ggg~~=~= :Hg~ ~~!e-ioriii8:::: :::::::::::::::::::::::::::::::::::::::::::::::: 
Copper-base alloy bars, rotis, and other barslze shapes, extruded, rolled, and 

drawn. 
Copper-base alloy plates, sheets, strip~. pipe, and tubing ___ -- --------------------
Copper-base alloy wire and cable, bare . .... --------------------------------------Copper-base alloy castings and forgings, rough and sem1ftnlshed _________________ _ 

Area or 
control 

RO 
RO 
RO 

RO 
RO 
RO 

NICKEL ORES, CONCENTRATES, SCRAP, AND SEMIFABRIOATED FORMS 

65455 Nickel ore, conoentrates1 and matte ..... ------------------------------------------ RROO 
65462 Nickel residues and dross; and nlckerRlloy metal scrap'--------------------------
65467 Jekel alloy metal In crude forms, and bars, rods, sheets, plates, and strip'------- RO 
65480 Nickel alloy semllabrlcated forms, n .e.c.•----------------------------------------- RO 

OTHER NONFERROUS ORES. CONCENTRATES, SCRAP AND SEMIFABRIOATED 
FORMS (EXCEPT PRECIOUS) 

66407-M411 
66429-00431 
664a:Hl6437 
66445-66447 
66441Hl6465 
66461Hl6473 

66475 
66471Hl6483 

66487 
66489 

665UHl6520 
66530 
66540 

Beryllium '- __ .--.--------------.-------------------------------------------------Cobalt '- _____________________________________ ________________________ ___________ _ 
Columbium or niobium. ________ --- .• --------------------------------------------
M ngnesium '- •••••• ___ • ____ • ____ -------------- --------------------- - -------------Molybdenum '· ____________________________________ ------------------------------
Tantalum ________________ __________________ _____ ___ --------------------------- -- -

~=1~~~-~~-~-e_r_c_~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Alloy steel scrap containing 1 peroent or more tungsten _________________________ __ 
Tungsten wire .. ________________ ------------------------- -------------------------
Zirconium '------------ ---- ---- ------ ------ ------------- - ------------ -------- -----
Lithium ores and lithium ore conoentrates-- --------------------------------------
Other nonferrous metals and alloys, in crud.e form, scrap, and semlrabricated 

Corms, n.e.c.l 

P~OIOUS METALS AND PLATED WARE, N.E.C. 

RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
ROI 

611561 Jsllver-oopper brazing alloy -------------------------------------------------------1 RO 

7001o-70087 
70101-70108 

7011o-70ll5 
70362-70879 

7040()-70498 
70655 
70659 
70660 

70741-70746 
70748 

70751-70753 
70764-70797 
70824-70844 
70848-70859 

70867 
70871 
70879 
70883 
70886 
70888 
70895 

70921-70922 
70948 

70972-70995 
70997 
'/099G 

ELECTRICAL MACHINERY AND APPARATUS 

Generators and turbo generators, 5,000 lrw. and over, and parts and accessories '--
Welding sets specially designed for the manuracture or arms, munitions, or Imple-

ments or war. 
Moblle generator sets, 5,000 kilowatts and over---- -------------------------------
Electrical quantity and characteristic measuring and testing apparatus, and parts 

and accessories.• 
Electric motors and motor controls, and parts and accessories'-------------------Flash discharge tubes specially fabricated for Lasers _____________________________ _ 
Sin (de coil tungsten Ill aments .. _____________________ -- __ ---------------- __ -- ____ --
Power-controlled searcbllgbts designed for military use __________________________ _ 
Electric Industrial melting. refining, and bent-treating furnaces and parts ________ _ 
Electron beam welders specially designed for the manufacture or arms, munitions 

or Implements of war; and blgb energy electric arc heaters. 
Flash discharge type X-ray tubes, and parts a:nd accessories ____________________ __ 
Radio, television, and communication equipment'-------------------------------
Electron tubes and parts' --------------------------------------------------------
Other electronic-type components '------ -----------------------------------------
Radar and other electronic detection and navigational apparatus and parts ' ------
Carrier current equipment ' -. ___ -------------------------------------------------
Electronic ampllfters, and parts' -------------------------------------------------
Recorders and reproducers, and parts and accessories ' ----------------------------
Electronic equipment; n .e.c.•. --------------------------- -------------------------
+:l:~J>:e ~~~~;'~:-t:W~J'~~~-.:::::::::::::::::::::::::::::::::::::::::::::::: 
Starting, llghtlng and Ignition eqnlpment ' ---------------------------------------
Copper bus bars--------- --------------------- -- ------- ---------- ---- ---------- ---
Wire and cable, Insulated'-------------------------------------------------------
Electrical steel punchings '- __ ----- ______ -------------------------------- ------ ---
Miscellaneous electrical apparatus and parts, n .e.c.• .. ----------------------------

See tootnotM at end ot table. 

ROI 
RO 

RO 
RO 
ROt 
RO 
RO 
RO 
RO 
RO 

RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 

Schedule 
BNo. 

QUARTERLY REPORT UNDER EXPORT CONTROL ACT 

Commodity description 

POWER GENERATING MACHINERY, N.E.C. 

39 

Area of 
control 

71131-71190 I Steam turbines designed for turbogenerators 200,000 ldlowatts and over.----------1 R 
7133o-71392 Weter tube boilers, marine type, and parts'-------------------------------------- RO 
714ro-71590 Diesel engines, 50 horsepower and over, and parts'------------------------------- RO 

CONSTRUCTION, EXCAVATING, MINING, OIL FIELD, AND RELATED MACHINERY 

7200o-72021 
7220&-72210 

72225 
72ZZ7 
72245 

72511-72540 
73091-73225 

73395 

Power excavators and loading machines, and parts, accessories and attachments ' - R • 
Scrapers and graders'------------------------------------------------------------ R • 
Contractors' off-the-road wheel-type tractors'------------------------------------ R' 
011-th•-road haulers'-- ---------------------------------------------------- ------- R 1 
Miscellaneous .construction and maintenance equipment, and parts, n.e.c.'----- - - R • 
Materials handling equipment'-------------- - ----------------------------------- R I 
Rotary drill rigjl, and parts and accessories'---------------------------- ------ ---- R' 
Petroleum and natutal gas field production equipment, and parts'--------------- R 

METAL-CUTTINO MACHINE TOOLS (NONPORTABLE), PARTS AND ACCESSORIES 

74021 
74032 
74039 
74045 

7404~74054 
74058 

74075-74079 
74086-74112 
74200. 74234 

74260 
74391-74410 

74420 
74427 
74429 
74439 
74440 
74447 

7445o-74455 
74456-74457 

Turret lathes ' ·-·----- ----. _ -------- - -- ---- - --------------------------------------
Artlllery and ammuniUon lathes ____ .---------------------- ----------------------Lathes, n.e.c.•. ___ ____________________ ------------ __________________ ____ _________ _ 
Automatic vertical boring and turning mills, cycle type __ ______________________ __ Boring machines, n.e.c.•. __________________ _______________________ _____ ________ __ _ 
Sbell tappers ___ ------------------------------------------------------------------
~~dia~~~:Sdtiiiesl:::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Drilling machines •- -------------------------------------- ------------------------
Armor plate planers ...... ----------------------------------------- -- --------- ---
External and internal cylindrical grinding machines •-- ---------------------------
Grinding machines for broaching tools, automatic cycle, automatic sl%1ng _______ __ 

~~~'fn~~~= ~~-~~~~-~~~~:::::::::::::::::::::::::::::::::::::::::: 
Other metal grinding machines, n .e.c.• .. .. ----------------------------------------
~=~~~~W':,!'~;~::,:3,~~~-~!~-~:~-~!~-~~!~~~~~!~-~~~~:::::::::: 
Other metal-cutting machine tools'----------------------------------------------
Parts and accessories for machine tools'------------------------------------------

RO 
RO 
RO 
R 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
R 
RO 
RO 
RO 
RO 
RO 
RO 

METAL-FORMING MACHINE TOOLS, N.E.C., PARTS AND ACCESSORIES 

74459-74461 
74463 
74465 
74466 
74466 

Metalworking presses ' - _______ • ___ ----------------------------------------------- RO 
Bending and forming machines' -- -------------- -- -------------------------------- RO 
Punching and shearing machines •------ ---------------------------- -------------- RO 
Forging machines and hammers' ----------- ---------------- ---------------------- RO 
Parts and accessories for metal-forming machines'-------------------------------- RO • 

METALWORKING MACHINES, PARTS AND ACCESSORIES, N.E.C. 

74480 I Rolllng mill machines, and parts'--- ------ -------- -- -----------------------------~ RO 1 
7i500-74529 Foundry equipment, and parts' ---- ---------------------------------------------- RO 
7~74601 Metalworking machines, n.e.c., and parts and accessories'---- -- -------- ---------- RO • 

See footootes at end of table. 
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chedule 
B :-<o. 

76491- 76605 

76650-766 0 
76693-76696 

76698 

~~g!~~~g~~ 
77086 

77101-77119 
77123 
77125 

77450-77465 
77480 

77485 
77516 

77520-77525 

77667-77570 
77585 
77588 
77596 
77599 

QUARTERLY REPORT UNDER EXPORT CONTROL ACT 

Commodity description 

O'l'HER INDUSTRIAL MACHINES AND PARTS 

R~r:geratlon equipment capabl or rna!ntalnlng temperatures below minus 130° 

Measuring, recording, and/or controlling Instruments, and parts'-- -- -------------
1'est!ng and measuring machines, and parts'---------------- ------ - ---- --- - ------
geophysical anu mineral prospecting equipment, and parts'--------- ------------

A.~rua~dg~u;~rn~~~~r.s.~.:;c'dP~~~·. ::~~= ===== ======= =====~=======:::::::::::::··-
gtgusion vacuum pumps, 12 inches in diameter and larger .•• ------- -- --- -----::: 

t er pumping equipment' ·---------------------------------- -------------------
Tubular condensers Che"t exchanger typo) '····------ ------ ---- ---- -- -------------
¥~ :~f~:sn:~~s,P~~~ p~~-~_'::~::::::::::::::::::::::::::::::::: :::::::::: ::: ::::: 
Glassmaklng, glass forming, and glass finlshlng macblnes; optical curve generators, 

and parts.• 
Electronic tube mannfacturlng and assembllng machlnes, and parts ..•. --- -------
P!po assemblles speclaUy fabricated for particular machlnes or equipment.-------
Chemical and pharmaceutical processlng and mannfacturlng machlnes, u.e.c., 

and parts.' 
Carbon black furnaces combustion type, and parts and accessories •..•• .••••••••• 
Processlng vessels, and parts'----------------------------------------------------
Industrial-type separators and collectors, and parts'-------------------------- - ---
Power-dri ven presses ' .. . . _____ ___ ____ ------ --- --------------- ------- ----------- -
MLsceUaneous industrial manulacturlng and service-lndustries machlnes, · and 

parts.' 

OFFICE, ACCOU TING, AND COMPUTING MACHINES 

Area or 
control 

RO 

RO 
RO 
RO 
RO 
ROt 
RO 
RO' 
RO 
RO 
RO• 
RO• 

RO 
RO 
RO 

RO 
RO 
RO 
RO 
RO 

77626-7762 3 I Electron ic computers, related lnformatlou processing machlnes, parts and acces-1 RO 
aor les.l 

TRAC'l' ORS, N.E.C., PARTS A ' -D ACCESSORIES 

78727-78891 I Tracklay!ng t ractors .... ----------------------------------------- -----------------1 R' 78780-7 7 9 Wheel t~e tractors, 125 belt horsepower and over------------- --------- ---------- R 
7 1- 78895 Parts an acceSSj)ries lor tractor '- - -·---- ----- ----------------------------------- R • 

AUTOMOBIT"E"'. TRUCKS, BUSSE , AND TRAILER , PARTS, ACCESSORIES A D 
SERV ICE EQUI PMENT 

7901a-79045 

~~t~~I~ 
79la0- 79133 

79Ia6- 79145 

7914 -792i7 

793.37-79355 
79361-79379 
79a8t-79489 

79496 

Motor trucks, military, or equipped to malntaln temperatures below 1ao• C. , or RO 
equipped with liquefied gas containers.• 

Motor biLSses, passenger cars, and chassiS, military .. ---- ------------------------- RO 
Special purpo'c vehicles, military or equipped to malntaln temperatures below RO 

1ao• C. , or equipp d with liquefied gas containers.• . 
Used veh!cl&, mil!tnry, or equipped to malntaln temperatures below 1ao• C., or RO 

equipped with !!quelled gas containers.• 
Trailers, military, or equipped to maintain t~mperatnres below 1ao• C. , or RO 

equipped wlth !lquefied gas containers.• 
Parts and ac~'CSSOries for automotive veb!cles '---------- -- ---- --------- ----- ------ RO 

AIRCRAFT, PARTS A).I"D ACCESSORIES 

Mllltary aircraft, models 0-46, C-47 and 0-54---- ---- - --------------------·------- RO 
Civil aircraft.. ____ --------- -- --- .. __ _____ ..•••••.••. ----------------------------- RO 
Aircraft part and aceessor!es . ..... -- --- ---------------- ------ --- - ------- ------- -- RO 
Aircraft ground handling equipment' -- ------------------------------------- ---·· RO 

RAILWAY TRANSPORTATION EQUIPMENT 

79660-796981 Railroad cars equipped to malntaln temperatures below 1ao• C. , or equipped with I 
liquefied gas contalners.l 

RO 

See footnote at end of table. 

Schedule 
B o. 

QUARTERLY REPORT UNDER EXPORT CONTROL ACT 

Commodity description 

COAL-TAR AND OTHER CYCLIC OHEMICAL PRODUCTS 

~ ~itg~:r~:~:,"te~iiiTO";iat.iii·cii;bOxyiiii-8Cid"si>Ouilli:-abO~e5oo•·F"::~~:::::::::: 
80279 P-nltro-N -methylanU lne ••.....•....•.•...•...... ____ ....•. __ .••.•.•.•••• _______ _ _ 
80279 Polyphenyl ethers contalnlng more than three phenyl groups .•••••••••••••.•...•. 80698 MIScellaneous finiShed coal-tar products' -------------------------- ------------- --

MEDICINAL A D PHARMACEUTICAL PREPARATIONS 

813981 Medicinal chemicals ' - -----------------------------------------------------------1 

82085 
82520-82610 

82670 
82740 
82986 
82992 
82996 
82999 

83285 
83299 

83440-83480 
83622 
83799 
83850 
83959 
8397a 
83979 
83990 

CHEMICAL SPECIALTIES 

Weed klllers consiStlng primarily of boron compounds--- ------------ -------------
Synthetic resins ln unflnlsbed and sem.lflnlshed forms, lncludlng scrap •- _ ·-------
¥:g~~ P~;:_t_e_~-~~~~~~-~~~_'::::::::::::::::::::::::==:::::=~:=::::::: :::::::: 
Radioisotopes, compounds, and preparations'----- --------- ----------------------

::~fcttg'b~~~~~i~-ii.J id.s-.-.~~:::::: ~:: ~: ::::::: = :::::::::::::::::: ==: :: ==:: ==:::: 
MIScellaneous chemical •pecialty compounds, n.e.c.•---- ----- -- -------- - -------- --

INDUSTRIAL CHEMICALS 

Organo-!luorlne compounds '- ..••••• -------- •••. _____ --------- __ ------ ••• --------
Miscellaneous organic chemlcals '------- -------------------------------------
Lithium bromide; and lithium Iodide •...•.•...•.••••.•..............•. •••••• ::::: 
Boric acid and borates. except sodium perborate .. ------ ------------ -- -- -------- --

[~l~:N~~~;~~~;~;~:~~~~ ~~~~~ ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 
M~ceJ:l.~~~ :;tr~{cl~~~~sl~ -n: ·· -~-- --------------- -----------------------, e. c. __ ·---. ------ ______ --- ----------- -----·-

PIGMENTS, PAINTS, VARNISHES, AND RELATED MATERIALS 

EXPLOSIVES, BLASTING AGENTS, FUSES, AND BLASTING CAPS 

41 

Area or 
control 

RO 
RO 
RO 
RO 
RO 

RO• 

RO 
RO 
RO 
RO 
RO 
RO• 
RO 
RO• 

RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 
RO 

~70 I ~t perforators; and oil well bullets .••• •.••••• •••...•. • . •..••...••••.•..•••••••••• , R 
70 etonators and priming compositions •- ---- ------------------ ---------- ---------- R O 

PHOTOGRAPHIC AND PROJECTION GOODS 

90028-90230 I Cameras for use in space ,·eb!c!es, and high-speed cameras; parts and accessor ies I 
therefor, lncludlng lenses; micro-flash equipment; and parts and accessories for 
mllltary cameras.' 

®Trademark regtstered In the Patent Office of the United States. 
See tootDotelat eDd of table. 

RO 
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Schedule 
B No. 

Commodity descripUon I Area of 
control 

SCIENTIFIC AND PROFESSIONAL INSTRUMENTS, APPARATUS, AND SUPPLIES, N.E.C. 

91475 
91495 
91699 
91620 

91620 

91650 

D191o-91966 
91972 
91980 

Lenses and prisms for ln!rared nod Laser equlpment •• ----------------------------
Ion microscopes, and parts therefor' -·--- -------------------- ------- --- -----------Surgical and medical apparatus wholly made of polytetraftuoroethylene __ _______ _ 
Integrators, resolvers, and electro-optical monitoring devices, and parts and 

p~g~i~~ories for military phototheodolltes, stereoscopic plotting equip-
ment, and photo interpretation equipment. 

compasses, gyroscopic equipment, acoelcrometers, and other navigational lostru-
ments, and parts and accessories.! 

Electro-optical moultorlng devices, and parts and acoessorlcs 1--------------------
Nuclear detection and measuring Instruments, and parts and accessories'--------
Miscellaneous research laboratory apparatus and equipment, and parts, n.e.c.1-- -

ORDNANCE .AND PYROTECHNICS 

RO 
RO 
RO 
RO 

RO 

RO 

RO 
RO 
RO 

D4700-9474.51Small arms and parts 1-----------------------------------------------------------l ~g 94814-94825 .Ammunltlon and parts'------------------------------------------- ---------------

MISCELLANEOUS COMMODITIES, N .E.C. 

t .All types of thls commodity under thls schedule B group are not on the Positive Llst. For detail of 
Items Included see Comprehensive Export Schedule Issued Apr. 1, 1962. 

• In general the area of control Indicated (either RO or R) ls applicable to these commodity classifica-
tions. However, cer tain specific commodities are under the other area of control. 

VI 

Supplementary Trade Tables 
A. U.S. Exporu and Imports by Areas, 1947, 1950, 1956-61, and January-June 

1962 
B. U.S. Exports To and Imports From Countries of Eastern Europe and the 

Soviet Bloc in Asia, 1947, 1950, 1956-61, and J anuary- June 1962 
C. U.S. Exports to Eastern Europe by Principal Commodities, 1960-61, and 

J anuary-June 1962 
D. U.S. Imports From Eastern Europe by Principol Commodities, 1960-61, 

an d January-June 1962 

Table A. U.S. Exports and Imports by Area , 1947, 1950, 1956-61, and 
J anuary-June 1962 

[MIIUons or dollars] 

I I I I I I I I 
Jan.-

Country 1947 1960 1966 1957 1966 1959 1960 1961 June 
1962 

Exports Including reexports t 

TotaL_. __ .-.---.----. 15,338 9, 798 17,020 19,001 15,925 15.926 18,892 19, 105 9,931 ---------------------------Canada, Including New-founland ____ ______ ________ 2,1a 2, 013 4,035 3, 939 3, 4.39 3, 74.8 3, 709 3, 64.3 1,959 
20 .Amerclan Republics ••... 3,866 2,676 3,778 4,579 4,085 3,526 3,478 3,380 1,629 
Western Europe •--- ------- - 5,419 2,952 5,220 5, 755 4, 5i4 4.635 6,318 6,292 3,278 
Eastern Europa and Soviet bloc In Asia _______________ 693 72 11 86 113 89 194 133 87 
Western .Asia •-------------- 215 222 406 411 423 441 4.82 513 310 
Southern, southeastern, and 

eastern .Asia.------------- 1,677 1,205 2,397 2,980 2,235 2,315 3, 165 3,594 1, 761 
Africa ____ ------------------ 821 364 688 695 618 691 766 827 610 
Other free world areas '- ____ 541 294 485 556 498 661 780 723 397 

General Imports 

TotaL --- -- ----------- 5, 768 8,874 12,774 13,255 113,255 15,627 15, 017 a,120 8,120 ---------------------------
C~~~~nniJ'~~~~~- - -~-~~:- 1,130 1, 968 2, 941 3,042 2, 96li 3,352 3.153 3,267 1, 767 20 .American Republics ____ _ 2,168 2, 910 3,639 3, 769 3, 589 3,602 3,528 3,214 1, 766 
Western Europe •--- --- ----- 768 1,364 2,890 3,078 3,297 4,523 4, 185 4,067 2, 260 
Eastern Europe and Soviet bloc in .Asia ________ _______ 225 227 73 66 68 88 84 85 42 
Western .Asia •-------------- 47 131 307 262 351 34.5 312 324. 152 
Southern, southeastern, and 

eastern Asia.------------- 833 1,360 1,682 1, 718 1,642 2,260 2,406 2,266 1, 270 
.Africa._-------------------- zm 494 681 693 668 679 627 669 393 
Other free world areas •----- 261 405 533 695 674 768 703 834 464 
Unclnssifted •- --- ----------- 9 15 28 32 34. 20 19 4 14 

• Figures for 1960 and 195(H;2 exclude "special category" exports which, for security reasons, may not 
be reported by destination. Data for 1960, 1956-60 have been adjusted, however, to Include aviation fuel 
and lubricating oils which were removed from "special category" In 1960. 

'Turkey Is Included with Western Europe and excluded !rom Western Asia. 
• Includes European possessions In the Western Hemisphere, Canal Zone, Gibraltar, and Islands In the 

Mediterranean, Australia, New Zealand, and other Oceania . 
• Estimated total which Includes adjustments for changes ln statistical coverage resulting !rom tho shUt 

to new tabulating procedures during the year. Area figures, ouly partially adjusted, overstate Imports 
In 1966 by approximately $33 million. 

• Consists mainly oC urlllliwn shipments for which country or origin detail are not available for security 
reasons. 

General Note: Data ln this table have been adjusted, for aU periods sbown, to Include Imports ofnranium 
ore and export of uranium and other nuclear materials. 

43 
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Table B. U.S. Exports To and Imports From Countries of Eastern Europe 
and the Soviet Bloc in Asia, 1947, 1950, 195~1, and January-June 1962 

[Thousands or dollars] 

Country lllH 

Exports including reexports ' 

Jan.-
June 
1002 

SoVIet bloc coun-
tries, total • . ••..•• 693,461 72, 313 11,245 86,104 113,130 89,272 193,853 133,386 87,271 

.Eastern European 
countries'-- --- --- ---- -- 339,857 26,759 11, 245 86,095 113,125 89,269 193,853 133,373 87,269 

Albania_______ ________ 4, 556 169 -------- -------- ------ -- ----- --- 2 -- ---- - - --------Bulgaria_________ _____ I, 471 857 24 (1) 129 763 72 47 6 

tr~~~~~~~~~~ ~:~ --~:(;~:- --2~:- --:;:. ::5 .. ;;~~~- --~~:- --~~~~- ;:):: 
Latvla. ______ _________ --------- --------- -------- 977 -------- ------ -- 824 2, 911 977 
~~~~~-:::::::::::: 101, 1~ ---8~964- ·-a:m· ·7a~ii59- iii5~iso- ·74~728- i43~ooo- ·74 ~ 791- 69, ool 
Rumania.------------ 15, 079 2, 009 464 000 71 I. 820 I, 260 I. 404 365 U.S.S.R .. ------- ----- 149,009 752 3,823 3,504 3,415 7,398 38,440 42,650 10,404 

Asian countries •---------- 353,604 45,554 • 9 15 13 --- ----- • 7 • 2 China including 

0~':-"~~~:0iia.~::::: }asa. 604 45, 554{ :::::::: -----'-~- -----'-~- -----'-~- :::::::: -----'-~- ------'-~ 
North Korea •••.•• ---- 1_..:<c.:•>c_..!...-!(..!.')_..!;-:.:·:.:·:.:-·:.:·.::·-=·-:.:·:;;··;.:·=::- -"-=-'--i-·;,:-·:,:·o-:-·:.!7·-:.:·:.:--:.:-:.:--=-·:.:·:.:-·:.:·:.:·-=··:.:·:.:-·:.:·:.:·-=-·:.:·:.:··:.:·.::.--

General imports 
Soviet bloc coun-

tries, totaL ••••.•• 224,947 227,080 72,754 65,616 68.000 88,154 83.850 84,641 42,222 ---------------------------
.Eastern European 

61,332 80,'936 80,936 40,502 countries •------ --- - ---- 108, 24~ 80,583 65,453 63,499 81,009 
Albania ____ ----- ---- -- 43 193 105 94 127 65 74 74 Bulgaria ______________ 4,651 2,348 436 4.59 700 965 781 1,248 677 
Czechoslovalda. --- ___ 

23ifo 
26, 600 5,000 7, 911 7, 7 7 11,001 12,214 9,286 4, 772 

East Germany __ ______ ~·> 5,455 4,881 6,073 4(1~37 3,153 2,529 1,895 
Estonia •. ------------ - I) 2 1 2 Hungary __ ____________ 1,601 1,865 1, 162 729 1,285 2,060 1,809 2,024 862 
LatvJa _____ ___ ------ __ 263 6 13 2 f!l f'> Lithuania ___ ________ __ (') 2 3 (I) 13 I) 
Poland. __ ----------- - 1,335 11,136 27,402 30,001 29,683 31,857 38,809 41, 316 24,488 
Rumania.-- -- -------- 435 287 377 474 373 1,205 1,461 1, 362 362 
U.S.S.R .• ----- ------- 77,102 38,200 24,468 16,504 17,497 28.611 22,629 23,2'28 7,372 

.Asian countries •---------- IJ 6, 705 146,497 7,301 4,284 4, 597 7, 218 2,914 3,1i72 I, 720 
China including 

146, 497( 
gg 142 200 253 447 108 Manchuria .. - ------ }116, 701i 223 

Outer Mongolia ___ ____ 7,078 4,185 4,453 7,015 2, 658 3,125 1, 611 
North Koren __________ (') (') (1) 2 3 3 I 

! ~!rar~ref~~~~~s~a~x~~~~'?r::d~~ East Germany which was not reported separately prior to 
January 1952. 

' Less than $500. 
1 Data for 1947 and 1960 exclude trade with North Koren which was not reported separately prior to Jan-

uary 1952. 
• Figures shown include printed matter under general license and shipments to diplomatic missions of 

friendly foreign countries 
NOTE.-Exports are shown by country or destination. Imports are credited to the country in which the merchandise was originally produced. not n ecessarily the country !rom which purchases and shipments were made. General imports represent merchandise entered immodiatoly upon arrival into merchandising or consumption channels pius commodities entered into bonded customs warehouses for storage. United States oxports to North Korea were embargoed JnJy 1960, and those to Communist China, Man-cburta, and Outer Mongolia were embargoed the following December. On Mar . I, 1951 general export licenses to Eastern European countries were revoked and the requirement or prior approvai by license was extended to cover all exports to this area. On July 26, 1954, exports to ortb Vietnam were embargoed . Since mid-1954 the policy with respect to exports or nonstrategic goods to Eastern European countries has been llberaUted to some extent. In particular a less restrictive policy with respect to Poland has been pursued since August 1957. Pursuant to the TBde Agreements Extension Act or 1951, benefits or trade agreement tariJI concessions were wlthdra'vn !rom the U.S.S.R. and its satellites and an embargo was Im-posed on the importation or certain rurs !rom Chinn and the U.S.S.R. On Apr. 26, 1956, a general license, GLSA, was estabilshed authorizing the exportation without a validated license or certain commodities to Albania, Bulgaria, Czechosiovaki!o East Germany, Esto':'ia, Hungary, Latvla, Lithuania, Outer Mon-

golia, Poland, Rumania, and the u.S.S. R . except the Mantime Province. Controls over imports or Chinese and North Korean mercllandise are exercised by the Treasury Depart-ment under Foreign Assets Control ReKUiations issued Dec. 17, 1960. Under these regulations the importa-tion or Chinese goods is prohibited without license by tlle Treasury D epart ment, and it Is contrary to the present policy or that agency to license such imports. Some items or Chinese origin, however continue to appear in tho statistical records or U.S . imports. For example, dutiable Chinese merchandise brought into the United States and stored in bonded customs warehouses prior to the effective date of the import con-trol regulations Is counted in Import for consumption statistics at the time of \\1thdrawal from warehouse. Duty-tree merchandise permitted entry for customs inspection but subsequently reJected when determined to ba or Chinese origin may also ba counted in tbe statistics. The figures may also include imports licensed 
to avoid undue hardship to firms and individuals who acquired the Chinese merchandise in good faith and imports, !rom third countries, or Chinese products in which all Chinese interests bad ceased by D ec. 17, 1960. In U.S. import statistics, goods or Chinese origin are credited to China regardless or the country 
from which they came. 
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Table C U.S. Exports to Eastern Europe by Principal Commodities, 1960, 
1961, and January-June 1962 

[Thousands o! dollars] 

Total to Eastern 
Europe 

Eastern Europe ex-
cluding U.S.S.R.• 

U.S.S.R. 

Commodity 

1000 
J an.-

11161 June 1000 
11162 

Jan.-
1001 June 1000 

1002 

Jan.-
tOOl June 

1962 - - ---------1--- ------------------------
Total.------------ ---------- 193,853 133,373 87,269 155,413 90. 723 76,865 38,440 42, 660 10.404 --------------------------

Dairy products___________________ 828 565 1 828 565 ------- ------ - -------Barley, except pearl barley________ 14, 816 3,138 6, 686 H , 812 3, 138 6, 686 3 (') - --- - --
Corn , except seed----------------- 4, 307 481 ------- 4, 307 481 ------- -- ----- ------- -------Grain sorghums____ _______________ 4,872 446 15 4,871 445 15 1 ----- -- - ·-----
Rice, milled----- ---------------- -- -------- -------- 2, 237 -------- -- ----- 2, 237 ------- ------- -------Wheat •.••• ------------ ---- ------- 74, 013 27,768 25,476 74, 009 27,768 25,476 4 -- --- -- -------Soybean ollcake and meaL. ...... 548 177 ------- 548 177 - ------ -- --- -- ----- -- -------Edible vegetable tats and olls..... 4,360 2, 21 1,556 4, 360 2,821 1,556 ------- ------- -------HidP-'1 and skins, raw, except fur __ 4, 316 4, 291 1, 610 2, 517 4, 291 1,366 1, m ------- 244 Tallow, inedible----------------- - 3,168 19, 002 7, 041 3,168 3, 940 3, 030 ------- 15, 122 4, Oll Rubber, synthetic.___________ ____ 485 2, 245 2, 533 485 782 1, 078 ------- 1, 463 1, 456 
Soybeans ••••••••.• --- -- ------- --· 76 3,360 I , 707 76 3,360 1, 707 -- ---- - ------- -------
~=oii~crude;iiiedibie~:::: :: -- ~~867- ~: ~ -a;m· --~~867- ~: ~ -a;m· ::::::: ::::::: :::::: 
Tobacco and manulactures.. ...... 2, 820 I, g79 898 2, 819 1, 979 898 1 ------- -------Hops_______________ __ __ __________ 251 326 1, 048 251 326 I, 048 -- ----- ------- -------
Cotton, unmanulactured-------- -- 15, 536 16, 635 16, 492 16,536 16,635 16,492 ------- ----- -- -------Wool r ags and used clothing or 

wooL.---------- ---------------- 1, 264 625 303 I, 264 Synthetic fibers and manulac-tures_ ____________________ __ __ ___ 3, 847 
Sulfur, crude---- ------------------ 768 Iron and steel-mill products....... 15, 788 
Aluminum ores and concentrates •• --------
Electrical machinery and appara-

tus .••• ___ ----_---- _____ --------- 116 

5,489 
470 

2, 256 
1, 560 

818 

a, 252 

1,g79 
714 
83 

733 

108 

144 

1, 0« 
768 

5,055 

66 

241 

829 
470 

1, 168 
1,560 

256 

303 

560 2, 803 4, 660 1, 4211 
714 83 iii~m- Tii87- ---,;>--
733 ------- ----- -- -------
60 388 

412 2,1196 60 
Construction excavating, and re-

lated machkerY-- - -------------
Metalworking machinery and 

parts. ----------- ---- ------------ 1,113 2,387 1, 1184 1,113 I, 653 I, gg{ T extlle, sewing, and shoe ma-
chinery·------------------------ 13, 88g 10, 174 

834 

121 1,168 :M6 fig 12,721 g,928 

1g:j 

62 

479 83 303 (') 
Food and beverage processing 

machinery and parts----- -------
Paper pulp, and paper processing 

maChinerY------ -------- -------- 775 27 1, 468 18 Machinery, industrial, other- ----- 3, 3g1 2, 456 886 1, 173 
20 

490 
26 

161 
Al(ricultural machinery, imple-

ments, tractors, and parts___ ____ 1, 014 
Alrcra!t, parts, and accessories.... 1, 676 
Coal-tar products_________________ 658 
Medicinal and pharmaceutical 

preparations. ---- ---------- ----- ~ 
Chemical s.l)e(;laltles. ............. 460 
Chemicals, industria)_____________ 3, 534 
Carbon black________ _____ ________ 544 
Scientific and professional instru-

ments, apparatus, and supplies .• 
Private relief shipments •••••••.•.• 
Oth~.r domestic exports __________ _ 
Reexports-------------------------

463 
6,658 
4,857 

62 

257 21 
--~~290- ----72-

1,292 763 
804 252 
900 126 
g:j1 I 

577 
5,416 
4,512 

331 

148 
4,885 
2,581 

92 

: ~u8:,e~.ts to Estonia, Latvla, and Lithuania. 

184 207 
48~ ---620- ----6i-
466 
200 

1, 310 
140 

312 
5,666 
3,857 

53 

1,177 
275 
307 
103 

760 
122 
120 

1 

322 87 
5, 416 4,885 a, 640 1,1193 

328 87 

176 

757 
2,218 

830 
1,671 

171 

138 
164 

2,224 
404 

7 
1,1166 

116 
529 
593 
828 

1,442 
735 

20 

3 
180 

G 

61 151 
2 1,000 ---863- ----688 
g 3 5 

NOTE.-Figures exclude "special category" exports which, for security reasons, may n.ot ba reported by 
destination . 
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Table D. U.S. Imports From Eastern Europe by Principal Commodities, 1960, 
1961, and January-June 1962 

[Thousands or dollars] 

Total from Eastern Eastern Europe ex- U.S.S.R. 
Europe eluding U .S.S.R.t 

Commodity 
Jan.- Jan.- Jan.-

1960 1961 June 1960 1961 June 1960 1961 June 
1962 1962 1962 

------------1------l-----------t-
Oenerallmporta,totaL ________ 80,936 81,069 40,502 58,307 57,841 33,130 22,629 23,228 7,372 

------------------Importa for consumption, total• . 80,283 80,388 39,833 67,619 57,602 32,276 22,764 22,786 7,667 ------------------Meat and meat products _____________ 28,691 26,850 14,433 28,573 26,850 14,425 118 8 
Fish and fish products, except shell-

fish_------------------------------- 310 236 68 98 42 21 212 194 47 Vegetables and preparations _________ 445 685 231 415 657 226 30 28 5 
Spices ___ ------- --------------------- 602 1,154 683 592 1, 154 683 10 ------- -------Molasses, inedible __ ----------------- 643 862 643 862 Beverages ____________________________ 214 207 120 208 201 118 -----ii- 6 2 
Rides and skins, raw, except fur_-- -- 610 794 798 610 794 798 ------- ------- -------Pig and bog leather _____ _______ ______ 61 261 314 61 261 314 ---,;)-- ------- -------Leather manufactures---------------- 246 187 131 246 187 131 -6;762- --3;37ii Furs, undressed---------------------- 9,109 9,063 6,683 3,142 2,301 3,313 5,967 Fur manufactures ___ ____ ______ _______ 269 123 7l 245 122 71 24 1 -----73 Bristles_--- -- ___ ---------- ----------- 517 649 191 372 342 118 145 307 

~:!~~~-'=~~~:::::::::::::::::::::: 1,259 I, 165 656 1,259 1.165 656 ------- ------- -------1,390 2,122 600 1,390 2,065 600 57 -------Rubber and allied gums _____________ 247 170 242 247 170 242 ---4%- -----sii Licorice root_ _______ _____ ____ ________ 405 287 89 ------- ------- 287 
O!lseeds ___ -------------------------- 328 266 187 328 266 I 7 ---iiiii- -----79 Essential or distilled oils _____________ 354 295 219 194 214 140 81 Brooms _____ ----- ____________________ 209 31.2 214 209 312 214 -- -680- ----367 Cotton linters _____________ ___________ 680 541 367 ---500- ------- ---974- 541 
Flax, hemg ramie, and manufactures. 506 1,008 974 1,008 ------- ------- -------Anl(ora ra bit hair ________ ___ ____ ____ 659 256 235 659 256 235 ------- ------- -------ArtiDcial fruits and flowers ___________ 744 497 146 744 497 146 -------Wood manufactures _________________ 824 1, 662 978 819 1, 551 976 5 11 2 Com en t ____________________ __________ 478 407 128 478 407 128 ----78- ------- ----280 8l::· 6l:~~~cr~..:~:~~:::: 697 1106 593 619 474 313 432 

852 1,023 242 852 1,023 242 ------- ------- -------Glass and glass products, other_ _____ 2,172 2,413 1,040 2,172 2,412 1,040 1 -------Cl.ay and clay products- -------- ----- 365 435 158 385 429 158 6 -------Montan wax _________ __ ______________ 225 191 94 225 191 94 ------- ------- -------Imitation precious and semiprecious stones __ __________________________ __ 969 739 260 969 739 260 {I) 
Steel-mill products, pig Iron and 

scrap_----------------------------- 374 148 234 310 122 233 64 26 1 
Chrome ore _____________ ----- -------- 162 502 441 2 ------- ------- 160 502 441 Pl.a tfnum ________________ -- __________ 3,013 2,019 320 253 136 ------- 2, 760 1,883 320 Palladium _____________________ ______ 1,662 4,238 480 79 ------- ------- 1,473 4,238 480 Pl.atlnum·group metals, other ________ 1,292 131 770 ---437- 1,292 131 770 
Metalworking machinery and parts __ 437 346 142 346 142 ------- ------- -------
~writers __ ----------------------- 665 534 453 665 534 453 ------- ------- -------

chlnery, other-------------------- 515 382 131 514 381 130 1 1 1 
Passenger cars, new, includl.ng chassis. 785 78 15 775 78 15 10 ------- -------Bicycles and perts _________________ __ 1,566 1,494 683 1,566 1, 494 683 ------- ------- ---·---Vehicles, and perta, other ____________ 258 262 144 257 262 144 1 Tii7i- -------Benzene ________________ -- ________ --- 7,819 4,454 272 ---ioo- 783 272 7,819 ----4iiii Naphthalene _________________________ 190 3,116 558 1,098 149 2,018 Pyridine ________________ -- ___ ________ 196 317 23 ---373- ------- ---32i- 196 317 23 
Coal-tar productst other------------- 376 172 324 162 3 10 3 Chemicals, lndns riaL __ ___ __________ 272 180 96 272 162 78 18 18 
Fertilizers and rertlllzer materials ____ 815 690 497 334 288 227 481 402 270 Photographic ~oods __________________ 366 468 188 346 440 178 20 28 10 
Dolls, toys, an athletic and sporting goods ______________________________ 357 392 192 356 392 192 (I) (1) 

B':!:ler ~~~~·--~~-~--~:~~~--~~:~- 928 1, 178 547 653 929 491 275 249 56 
Artworks and antiques ___ ----------- 273 239 270 263 178 121 10 61 149 
Beads and fabrics and articles or beads 741 739 347 741 739 347 ---358- ------- ----284 Other imports for consumption •----- 2,231 2,654 1,661 1,873 2,137 1, 277 517 

• Includes Estonia, Latvia, and Lithuania. 
, Commodity data are reported on the basis or imports for consumption. 
1 Less than $500. 
• Includes an estl.mate or low-value shipments of $250 or less each on Informal entry shipments and under 

$100 each on formal entry shipments. 

APPENDIX 
Export Control Act of 1949 

{As extended and amended by Public Law 8'7-515, 87th Cong.) 
AN ACT 

To provide for continuation of authority for the regulation of ex-
ports, and for other purposes 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That tllis Act may 
be cited as the "Export Control Act of 1949." 

Firuiings 
SEc. L (a) Certain materials continue in short supply at home 

and abroad so that the quantity of United States exports and their 
distribution among importing countries affect the welfare of the do-
mestic economy and have an important bearing upon fulfillment of the 
foreign policy of the United States. 

(b) The unrestricted export of materials without regard to their 
potential military and economic significance may adversely affect the 
national security of the United States. 

Declaration of Policy 
SEC. 2. The Congress hereby declares that it is the policy of the 

United States to use export controls to the extent necessary (a) to 
protect the domestic economy from the excessive drain of scarce 
materials and to reduce the inflationary impact of abnormal foreign 
demand; (b) to further the foreign policy of the Unit d States and to 
aid in fulfilling its international responsibilities; and (c) to exercise 
the necessary vigilance over exports from the standpoint of their 
significance to the national security of the United States. 

The Congress further declares that it is the policy of the United 
States to formulate, reformulate, and apply such controls to the maxi-
mum extent possible in cooperation with all nations with which the 
United States has defense treaty commitments, and to formulate a 
unified commercial and trading policy to be observed by the non-
Communist-dominated nations or areas in their dealings with the 
Communist-dominated nations. 

The Congress further declares that it is the policy of the United 
States to use its economic resources and advantages in trade with 
Communist-dominated nations to further the national security and 
foreign policy objectives of the United States. 
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Authority 
SEc. 3. (a) To effectuate the policies et forth in section 2 hereof, 

the President may prohibit or curtail the exportation from the 
United States, its Territories, and pos e sion , of any articles, 
materials, or supplies, including technical data, except under such 
rules and regulations as he shall prescribe. To the extent necessary to 
achieve effective enforcement of this Act, such rules and regulations 
may apply to the financincr, transportincr, and other servicing of ex-
ports and the participation therein by any person. Such rules and 
regulations shall provide for denial of any request or application for 
authority to export articles, materials, or supplies, including tech-
nical data, from the United States, its Territories and possessions, to 
any nation or combination of nations threatening the national security 
of the United States if the President shall determine that such 
export makes a significant contribution to the military or economic 
potential of such nation or nations which would prove detrimental 
to the national security and welfare of the United States. 

(b) The President may delegate the power, authority, and dis-
cretion conferred upon him by this Act, to such departments, agen-
cies, or officials of the Government as he may deem appropriate. 

(a) The authority conferred by this section shall not be exerci ed 
with respect to any agricultural commodity, including fats and oil , 
during any period for which the supply of such commodity is deter-
mined by the Secretary of Agriculture to be in excess of the require-
ments of the domestic economy, except to the extent required to 
effectuate the policies set forth in clause (b) or clau e (a) of section 
2 hereof. 

r onsultation mul tamdard 
SEc. 4. (a) In determinincr which articles, materials or upplies 

shall be control:led hereunder, and in determining the extent to which 
exports thereof shall be limited, any department, agency, or official 
making these deter.minations shall seek information and advice from 
the several executive departments and independent agencies con-
cerned with aspects of our domestic and foreicrn policies and opera-
tions having an important bearing on exports. 

(b) In authorizing exports, full utilization of private competitive 
trade channels shaH be encouraged insofar as practicable, giving con-
sideration to the interests of small business, merchant exporters as 
well as producers, and established and new exporters, and provisions 
shall be made for representative trade consultation to that end. In 
addition, there may be applied such other standards or criteria as 
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may be deemed necessary by the head of such department, or ao-eiH!)' 
or official to carry out the policies of this Act. 

Violations 
SEc. 5. (a) Except a provided in sub ection (b) of this section, in 

case of any violation of any provi ion of this Act or any recrulation, 
order, or license issued hereunder, the violator or violators, upon con-
viction, shall be punished by a fine of not more than $10,000 or by 
imprisonment for not more than one year, or by both such fine and 
imprisonment. For a second or subsequent offense, the offender shall 
be punished by a fine of not more than three times the value of the 
exports involved or $20,000, whichever is greater, or by imprisonment 
for not more than five years, or by both such fine and imprisonment. 

(b) Whoever willfully exports any material contrary to any pro-
vision of this Act or any regulation, order, or license issued hereunder, 
with knowledge that such exports will be u ed for the benefit of any 
Communist-dominated nation, shall be punished by a fine of not 
more than five times the value of the exports involved or $20,000, 
whichever is greater, or by imprisonment for not more than five years, 
or by both such fine and imprisonment. ·· 

Enjo1·aem,ent 
SEc. 6. (a) To the extent necessary or appropriate to the enforce-

ment of this Act, the head of any department or ag ncy exercisino- any 
functions hereunder (and officers or employees of such department or 
agency specifically designated by the head thereof) may make such 
investigations '3.nd obtain uch information from require such reports 
or the keeping of such records by, make such inspection of the books, 
records, and other writincrs, premi es, or property of, and take the 
sworn testimony of, any person. In addition, such officers or employ-
ees may administer oaths or affirmations, and may by subpoena require 
any person to appear and testify or to appear and produce books, 
records, and other writin!!S, or both, . and.'·in the ca e of contumacy by, 
pr refusal to obey a subpoena i ued to, any such person, the district 
court of the United States for any district in whicl1 such per on is 
folind or resides or transacts busine s, upon application, and after 
notice to any such per on and hearino-, shaH have jurisdiction to i ue 
an order requ,iring such per on to appear and ~i,-e te timony. or t o 
ap.J?ear and produce books, records, and other writincr , or both, and 
any failure to obey su h or ier of the court may be puni hed by . u h 
court as a contempt thereof. 

(b) No person shall be excu ed from complying with any require-
ments under this section b cause of hi priYilege acrain t elf-incrimina-
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tion, but the immunity provisions of the Compulsory Testimony Act. 
of February 11, 1893 (27 Stat. 443) shall apply with respect to any 
individual who specifically claims such privilege. 

(c) No department, agency, or official exercising any functions· 
under this act shall publish or disclose information obtained hereunder-
which is deemed confidential or with reference to which a request for 
confidential treatment is made by the person furnishing such informa-· 
tion unless the head of such department or agency determines that 
the withholding thereof is contrary to the national interest. 

EaJemption From Administrative Procedure Act 

SEc. 7. The functions exercised under this Act shall be excluded 
from the operation of the Administrative Procedure Act ( 60 Stat. 
237), except as to the requirements of section 3 thereof. 

Quarterly Report 

SEc. 8. The head of any department or agency or official exercising 
any functions under this Act shall make a quarterly report, within 45. 
days after each quarter, to the President and to the Congress of his. 
operations hereunder. · 

Definition 

SEc. 9. The term "person" as used herein shall include the singular-
and the plural and any individual, partnership, corporation, or other-
form of association, including any government or agency thereof. 

Effects on Other Acts 

SEc. 10. The Act of February 15, 1936 (49 Stat. 1140), relating 
to the licensing of exports of tin-plate scrap, is hereby superseded;. 
but nothing contained in this Act shall be construed to modify, repeal,. 
supersede, or otherwise affect the provisions of any other laws author-· 
izing control over exports of any commodity. 

Effectilve Date 

SEc. 11. This Act shall take effect February 28, 1949, upon the· 
expiration of section 6 of the Act of July 2, 1940 (54 Stat. 714), as. 
amended. All outstanding d~legations, rules, regulations, orders,. 
licenses, or other forms of administrative action under said section 6-
of the act of July 2, 1940, shall, until amended or revoked, remain. 
in full force and effect, the same as if promulgated under this Act. 
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T ermi!ruztion Date 

SEc. 12. The authority granted herein shall terminate on June 30~ 
1965,1 or upon any prior date which the Congress by concurrent 
resolution or the President may designate. 

NoTE 

The regulations issued under this legislative authority appear in 
Title 15, Chapter III, of the Code of Federal Regulations, in Parts 
368 to 399, inclusive. 

1 This extension from June 30, 1962, reflects the amendment contained ln Public Law 
87- 515, 87th Cong., approved July 1, 1962. 
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r• r. President, l ast week President Kennedy addressed the Whi te 
Several 

House Conference of Business ~ Editors and Publishers . ~ of the 
addressed to 

questions ~ the President by these business editors ~ 

raised the question of the alleged hostility of the Administration to 

the business xmdai corrum.mity, of its alleged anti-business attitudes . 
ani troubled 

I am continually amazed/by these feelings . 
a~zed ~~~~~~~~~~ 

I am ±TMKki.a because such attit d disclose serious misconception 
1(,.., M« d 'tt~ '1 i'< ._ ~'YYI-1o::. ~~~.....-or-

among certain business le~ders , misconceptions~that are fun amenta~ 
~ 

on the basis. of the exijng evidence . ..a.l~ am troubled 

:l'l.iiJII:z~illlliii~-IIC-IItt'~seriously harnpe r this country 
ahead / 

I am troubled because "this system of ours really depends upon comity, 

upon cooperation, if it is going to function . " L ~ struegle with 

international ComMUnism demands that our system of fx~ private 

enterprise and initiative function at peak effici ency and effectiveness . 

ny attitudes or beliefs , however unwarranted , that hamper the 

functioning of this system, weakens the United States in this struggle . 

I must give a simple and straight-fon-vard answer : I have no ideaj, 

Those <-lhO make this charge app: rently assume that business men subscribe 

to one list of approved attitudes and beliefs that President Kennedy 

opposes . 
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know To me this demonstrates that such business men xm very l i ttle about 

the business world. Like any other group in American society, the 

range of opinions and beliefs among business men is wide and inclusive. 
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healthy democratic system. They help stimulate full discussion and 

examination of the public issues before the country . But such 

disagreements should not be transformed into a basis for atfltbuting 

to the Pres i dent some manner of class hatred against business men 

in general . 

The wide divergency vrithin the business c cmnnmity itself makes 

such a conclusion ridiculous . At best , the use of the term "anti-

business" suggests that a pa rticular business man opposes the 

President on a particula rissue . ~Any understanding of the 

term that goes beyond this is irresponsible and seriously misleading. 
politically or economically 

Sec ond, it makes absolutely no sense/for the President to 

~hold this alleged anti-business a t titude . A flourishing 

and expanding business community means prosperity and progress for the 

entire nation. It means vigvrous economic gro1-rth and vitality. It 

means reduced unemployment and an end to recessions . No one hopes 

for these developments more fervently than the President of the United 

States, whateverhis party affiliation. Show me a party platform 

opposed to business prosperity and iiXk I'll show you a defunct 

pol i tical party. 

Third, the Kennedy Adninictration has given clear evidence of its 

appreciation for the contributions of the business community in our 

national life and a deep-seated determination to insure that this 

community will grow and prosper. The resident has brought to Washington 

some of the most able and talented bus i ness executives in the country . 

They have served the Administration and the country with distinction and 

honor . %kH Secretary McNamara and Secretary Dillion are only the most \( 
obvious ~ examples. There are hundreds more throughout the Government~ 
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~~business on the dmini ~tration ' s agenda in January 1960 

was halting the growing recession that w~ had spread across the 

country. -J:::CR_El!Ji.J!), YM By last summer this objective had been 

achieved. ~he President has proposed a nurrber of specific 

measures Mwi~ a I l · g m designed to assist the business CD IniTDJ.nity. 
. among others , {-(/I~Mv~ 

These lncludey'the tax incentive Pl<h}\ CD ntained in the tax reform 

measure of 19621 the rev:Ls ed schedules of depreciation released last 
the trade expansion act , 

July, the expanded housing program passed last year,/and the 
betHeen the Federal go ernment and private buS.iness 

cooperative arrangement/for controlling communi cations satellites . 

These examples c~1ld be multiplied many times . 

~~~~~~~~~~M~~~~~~o t~~he 1~ marks 

a£ tA:e Pt e sl&eii£'" oer;;;,~t;_ to Jl,le-.1Jhit,e J!PUA@ p co.nr.er.~:ae;""-03l"""'~~Siness 

In sum, they demonstrate 

the firm conviction of the Kennedy dministration that a healthy 

and prospering business community means a healthy and prospering 
as s ert 

U!]-i t~ S~a}es~ To~that the i:Jm: Kennedy Administration is 
M/\~ff) ~~ L it is to / 
"anti- ousiness'N-s to talk nonesens etlliiil/undermine the basic 

faith that all Americans , whatever their calli ng, should have 
elected representatives , whate ver their political 

in their. mrar . " 0 aff iliations . 

bel ief most eloquently last week in remarks delivered before the 

1Nhi te House Conference of Business Ha gazine Editors and Publjshers . 

~ My remrks today are rrade primarily to emphasize Hhat the 

President said to the bus j_ness editors . I hope every businessman 

who harbors some ~ feeling that the Kennedy dministration 

is 11 anti-business 11 vdll read these remrks carefully. 
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In essence the President again expressed his belief in the free market 
the need for 

econo~ as it operates in the United States and a firm parternship 

between business and government in the difficult task of keeping this 

free market operating efficiently and in the public interest. 

Let me quote the President directly: "Our experience during the 

present expansion has also demonstrated our ability to achieve 

impressive economic gains without shrinking the area of market freedom. 

I regard the preservation and strengthening of the free market as a 

card~ nal objective of this or any Administration's policies •• • • 

The free market is a decent r alized regulator of OLr economic system. 

The free market is not only a more efficient decision maker than even 

the wisest central ~ planning body, but, even more important, 

the free market keeps economic poHer Hidely dispersed, It thus is a 

vital underpinning of our democratic s ystem." 

Then the President >vent on to make Hhat I ~ consider the 

heart of his message to the business editors and publishers: "A market, 

of course , is not a fact of nature . It is a creation of man and , as such, 

we have no guarantee that it will work effectively and impartially 

if we pay no attention to it . \ le must encourage and protect the 

availability of full information, safeguard competition and extend 

freedom of opportunity to individuals and businesses to participate 

fully in the econo~ in accordance with their desires and thei r 

abilities . The full benefits of the market system can only be 

felt when all of our people and all of our resources are used as 

wisely and effectively as possible . 11 
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The President concluded his fonnal remarks with this frank 

observation: 11 It is, of course, natural that we will disagree as to 

how these goals can be implemented on occasion. Such cont roversies 

are essential to the democratic system, and also essential to democratic 

~regress . I think it is important , however, that the controversi es be 

based as soundly as possible on facts and on the most detailed 

information, that this information be made available as widely as 

possible in order to make sure that the business men of the country 

play as significant a role as their responsibility warr c?nts . " 

}tr . President, I can only repeat my hope that this expression of 

faith in our REEK free market economy and the proper role for 

government in the maintenance of this economy bex is studied by 

businessmen of all political persuasi ons . It is an outstanding and 

illuminatine statement . 

:Hr . Pres ident, I ask unanimous ro nsent that the text of the 

President's remarks and his answers to some questions posed by the 

business editors, as r eported in the l . Y. Times of Sept . ?7, be 

printed in the Record at this point of my remarks . I also ask 
.--,~-- · on this co~-sy }JAA:l 

lOrla ~;.~~ 

Washineton Post of September 28 be printed in the Record . 
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Mr. Pres ident, 
/Rather than stifling the growth of business , I find continuous 

eVidence that one of the central~ objectives of the Administration 

is to stimulate American businessmen into greater activity, to 

encourage a greater w-Tillingness to compete in world markets . 

Last week Governor G. Mennen Williams , Assistant Secretary of State 

for African Affairs, called for a 11 gr ~ater spirit of adventure" by 

prospective American investors in Af rica . Speaking before the Conference 

on Trade and Investment in Tropical frica, Governor Williams acknowledged 

that investors faced economic and poli tical risks in Africa but 

asserted that traditional American boldness could meet these r i sks and 

grasp"the many opportunities opening up on that dynamic cont i nent . " 

At present American investments in Africa are very low in relation 
or the opportunity that exists . 

to Africa 1 s needs (\ American business men should r ecognize this fact , 

should accept this challenge , and should contribute to the tasks of 

economic development and maintenance of political stability in this 
This is the most effective foreign aid this country can offer. 

critical area of the world . 

If 1-1e have faith in the merican system of pr ivate enterprise , we 

must demonstrate this faith in the emerging nations and the underdeveloped 

areas of the world. This must not be done in the spirit of XhK the old 

colonialism, but in a spirit of true cooperation with national leaders 

and businessmen of these nations . Our business men must receive a fair 
But 

ret rn for their investments . XROC they must be willing to see that a 

fair proportion of the returns~directed into the local economy. 
Last week I was also distressed to learn ~ merican business 

has seriously cutback investments in another critical area of the world, 

Latin America . 

TheJournal of Commerce reported that t he All i ance for regress is 



.. 

7/ 

working in reverse as far as private u.s. foreign investment is concerned. 

~fuile the Alliance projected annual private U. s . investment in Latin 

American on the order of $300 million in the first half of 1962 , 

a new outfl~v of $29 million from Latin American to this countr,y took place. 

This is a most disturbing development . Private resources are 

potentially the mNXkx best equipped to raise the economic li fe of these 

South American count ries. 

Without adequate priva te participation in 

the Alliance , ±t~ it is likely to fail . 

If the Alliance fails , and if the mass ive social and ec onomic 

reforms in South American a re not achieved, the forces of privr.te 

initiative will lmve suffered a serious , ~Dpln perhaps even critical , 

setback. The Uni ted pledged substantial economic and 

t echnical assistance . But thjs e-overnmen~ction can only be 
,~ ~-

successful in conjunction with equally determined privat~ ' t 

Mr . President, I ask unanimous consent that the news story 
of Sept 28 , 1962 

from the Journal 6f Commerce des cribing the reduced :bnao:x pri ;.ete 

investment j_n Latin Ameri can be printed in the Record at thj_s point . 

No, Mr . Pres ident , this Administration is not anti-business . 

This Administration is counting on private business to demonstrate its 

faith in com~etition and the free rrark et , not only in this country 

but arcund the world. It ha s assigned to private initiative a 

cri tical role in America's strugrle agains t the totalitarian systems 

of the Communist nations . 

.-Aili81 I 6'6 ~HiiRill!l IL&G'I I!Ji8p58! i.tll db&P¥5 80 1 5ll rtmne -
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I call upon 
x~ American business men to accept this challenge . 

I call upon :tmdtx those American business men 1-rho charge the Administration 

as being "anti-business" to ~ reco gnize the hollowness 
contribute to the mighty effort of 

of xnx the:i.r words . Let them instead coeep I& Mf' bAtl£ ~ 
in demonstratin~ 

this Administration i~ I .! • I 4t dw4ffi51ji m . 1 a i j that 
private 

private initiative and enterprise ,m~ in cooperation with 
enlightened democratic 
~ governmen~,a«ti wKfX provides the best path to economic 

growth and development and personal political freecbm. 
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THIS BOOKLET 
SURVEYS BRIEFLY 
THE OPERATIONS 
OF THE FOREIGN 
CREDIT INSURANCE 
ASSOCIATION 

FCIA has been estab-
lished in response to a 
request by the Export-
Import Bank of Wash-
ington for participation 
by the insurance busi-
ness with the Bank in 
providing export credit 
insurance for United 
States exporters. On 
October 27, 1961, Presi-
dent Kennedy said that: 
"The response of pri-
vate industry has been 
splendid in furthering 
the national interest 
in this area. The insur-
ance companies and 
commercial banks have 
given a distinctive pub-
lic service through their 
cooperation in making 
export credit facilities 

·available as part of the 
national effort to im-
prove the balance of 
payments of the United 
States." 

FOREIGN CREDIT INSURANCE 

INSURANCE FOR EXPORTERS 
On February 6, 1961, President Kennedy is-
sued a directive to Eximbank to provide fa-
cilities to insure American exporters where 
the extension of credit is warranted. 

Eximbank then invited private insurance 
companies to take part in a broad program 
of providing foreign credit insurance. 

The Foreign Credit Insurance Associa-
tion was formed in response to that invita-
tion. Membership in the Association is 
open to any insurance company that may 
qualify. Eximbank and FCIA are proceed-
ing in this undertaking in accordance with 
Federal Law which authorized Eximbank 
to establish this program. 

FCIA, at the direction of Eximbank, is 
to administer the details of the program. 
Eximbank will assume 10070 responsibility 
with respect to political risks. Eximbank 
:mel FCIA's member companies will share 
the policy obligations with respect to com-
mercial credit risks. 

The Foreign Credit Insurance Associa-
tion's purpose is to offer private insurance 
facilities in partnership with Eximbank in 
order to assist United States exporters to 
become more competitive in foreign trade 
through a sound foreign credit insurance 
program. 

1 
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ADVANTAGE TO EXPORTERS 

A POWERFUL STIMULUS TO NEW 
EXPORT BUSINESS 
Credit insurance is a valuable aid to the 
exporter entering a new market or expand-
ing his sales in an existing market. It assists 
the exporter in extending terms of credit to 
a new buyer although there has been no 
prior business transaction with him or in 
extending credit where previously sales 
were made only on a more restricted basis. 

LIMITS CREDIT LOSSES IN DEALINGS 
WITH A FOREIGN BUYER 
This new program insures payment of 
credits extended by an insured exporter to 
a foreign buyer, and may assist the insured 
exporter in obtaining fin ancing through 
commercial banks and other private fman-
cial institutions. With this program, an 
exporter whose foreign accounts receivable 
are insured under FCIA policies should be, 

more disposed to extend proper credit 
to his customers abroad 
more readily able to obtain financing 
from his commercial bank or other 
private financial inst itution than if 
the accounts were not insured. 

AID TO CREDIT MANAGERS 
The FCIA program will augment the func-
tion of credit departments. Credit insur-
ance is not intended to supplant or elim-
inate the work of a credit department. Ex-
port credit insurance is designed to protect 
against loss through failure to pay despite 
current reliable credit cla ta obtained by 
credit departments. 

The collection of payments will be the 
function of the insured exporter; it will be 

LO his benefit (since premiums will depend 
upon claim experience) to exhaust every 
avenue in making collections. FCIA will 
advise and collaborate with the exporter in 
effecting collections, but will be unable to 
serve as a collection agency. 

WHAT EXPORT CREDIT INSURANCE 
COVERS 

The FCIA-Eximbank policy covers both 
commercial credit and political risks. 

Commercial credit risks will be insured 
equally by FCIA and Eximbank. Political 
risks will be insured solely by Eximbank. 

Commercial credit risks include insol-
vency of the buyer and his protracted de-
fault exclusive of any risk defined in the 
policy as a political risk. 

Political risks are defined in the policy 
and include such risks as inconvertibility 
of foreign currency to dollars, expropria-
tion, confiscation, war, civil commotion or 
like disturbances, and cancellation or re-
stl·iction of export or import licenses. 

WHOLE TURNOVER 
FCIA requires that all eligible shipments 
be declared and premium be paid unless 
FCIA has agreed that the exclusion of cer-
tain products, markets or buyers would 
still provide a reasonable spread of risk. 

INDEMNITY 
Since the insurance offered by the mem-
bers of FCIA and Eximbank is intended to 
reinforce and not replace sound credit 
judgmtnts of the exporter, the insured re-
tains a liability of l5 7c of any losses arising 
out of commercial credit risks and at least 
57c of any losses arising out of political 
risks. 

3 
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TYPES OF POLICIES 

FCIA initially will provide insurance for 
sho1·t te1·m credit transactions ttp to 180 
days-in special circumstances, up to 1 year. 
Coverage for credit terms in excess of one 
year is being developed and wi ll be offered 
soon. 

The basic policy form provides insurance 
beginning on the date of sh ipment. An 
amendment to this policy providing cover 
from the date of the sales contract is also 
available. The contract form of policy will 
meet the needs of many exporters, particu-
larly those who are fabricating to special 
order where the loss may occur before ship-
ment, but after the contract is made. 

Coverage is offered in most foreign nations 
except for the "iron curtain countries." 

RATES AND PREMIUMS 

Premium rates vary by country to which 
shipment is made and by credit terms ex-
tended to the buyer. 

Eligible markets are grouped in three . 
classes depending upon the market climate. 

Insurance rates for commercial and polit-
ical cover may vary from 20¢ to $1.72 for 
short term credits. These rates apply per 
$100 of gross invoice value of shipments. 
A deposit premium is required at incep· 
tion and each policy will be subject to a 
minimum premium. 

The insured will report each month and 
pay premiums on eligible shipments made 

r 
r 

' t 
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during the preceding month of the policy 
term (normally one year) . 

The insured may elect at policy incep· 
tion to include shipments to Canada and 
shipments under irrevocable bank letters 
of cred it if payable in the United States. 

HOW TO APPLY 

To apply for foreign credit insurance an ex-
porter obta ins an application form through 
an insurance agent or broker or an FCIA 
member company. Submission of this form 
will constitute a formal request for a quo-
tation. If the exporter elects to purchase 
the coverage described in the resulting quo-
tation, he will submit to FCIA a signed 
copy of the quotation together with the 
requisite advance premium. -

LIMITS OF LIABILITY 

The policy will be subject to an overall 
aggregate limit of liability for the period 
of the policy (generally one year) . 

Each short term policy also will specify 
the maximum amount of credit outstand-
ing to each buyer at any one time which 
will be covered by the policy. This maxi-
mum amount of credit covered by the pol-
icy may be fixed in either of two ways. 

DISCRETIONARY CREDIT LIMIT 
ln each short term policy, FCIA will specify 
an authorized limit per buyer to be used 
by the exporter without prior submission 

5 
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of the buyer's name to FCIA. FCIA will 
not make a prior investigation of those 
buyers for whom the exporter uses the 
limits so authorized. Within this limit, the 
insured exporter is responsible for the ex-
ercise of good credit practices in extending 
credit to be covered by the policy. When 
making shipments to a buyer under a dis-
cretionary limit, the insured must have in 
his possession and retain favorable, current, 
written credit reports-from at least two 
reliable sources-on that buyer which jus-
tify extension of the credit contemplated. 

THE EXPORTER'S SPECIAL LIMIT 
lf the insured desires a credit limit higher 
than his discretionary limit on sales to a 
particular buyer, he may apply to FCIA 
for a special limit which will apply to all 
future sales to that buyer. In agreeing on 
a special limit, it will be necessary for 
FCIA to complete a credit investigation of 
the buyer. Once established, a special limit 
will supersede the discretionary limit for 
that buyer and will continue in effect until 
withdrawn or amended. The form used by 
FCIA to approve each special credit limit 
is to be attached to and made a part of 
the policy. 

HOW TO OBTAIN A SPECIAL LIMIT 
In order to establish a special limit, FCIA 
must have sufficient credit information to 
justify such action for a particular buyer. 
Accordingly, with each application for a 
special credit limit the insured should sub-
mit such information if available to him. 
If FCIA is obliged to procure this informa-
tion a fee of $10.00 will be charged. The 
amount of this fee will be re-evaluated each 
year in light of the actual cost of collect-
ing credit information. To facilitate the 
procurement of the necessary information 
it is suggested that application for limits 
on and credit information concerning new 
buyers be submitted as soon as it is known 

negotiations with a foreign buyer will re-
sult in a firm order. 
MAINTAINING A CREDIT LIMIT 
When a policy is renewed, the discretionary 
and outstanding special credit limits and 
policy aggregate limits will be continued, 
unless otherwise specified m the renewal 
endorsement. 

The credit information on a particular 
buyer will be reviewed periodically by 
FCIA at its own expense. The insureds can 
assist in keeping cost to a minimum by 
notifying FCIA if the special credit limit 
on a buyer is no longer needed, and in-
sureds periodically will be asked to review 
outstanding special credit limits so that 
such limits may be withdrawn voluntarily 
wherever possible. 
CREDIT LIMITS ARE ON A 
REVOLVING BASIS 
Unless otherwise provided, all authorized 
credit limits, whether discretionary or spe-
cial, will apply separately to each buyer on 
a revolving basis, i.e., as payments are made 
for earlier shipments, the credit limit be-
comes valid for further business. 
EXCESS BUSINESS 
The insured will declare and pay a pre-
mium on all of his business involving elig-
ible shipments including any credit sales 
made in excess of agreed credit ceilings for 
the following reasons: 

I. as payments are received from a par-
ticular buyer the totals outstanding 
are reduced to a point where the "ex-
cess business" will come within the 
scope of the credit limit; and 

2. the credit limit authorized by FCIA 
in its opinion represents the limit of 
prudent trade and any "excess busi-
ness" may lead the buyer into over-
trading, with a consequent increase 
in the risk to both exporter and in-
surers. 
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IN THE EVENT OF LOSS 

OVERDUE ACCOUNTS 
The insured will report m the monthly 
Shipment Reporting Form all amounts 
which at the end of the previous month 
remained wholly or partly unpaid for more 
than 90 days from the due date of the in-
debtedness in respect of shipments previ-
ously declared. 

NOTICE OF POTENTIAL LOSS 
The policy provides for notice in wntmg 
of the occurrence of any event likely to 
cause a loss, within 30 days of the insured's 
knowledge of such occurrence. Moreover, 
the policy contains specific conditions con-
cerning the efforts to be made by the in-
sured to minimize or prevent loss. 

PAYMENT OF CLAIMS 
All claims should be filed using the pre-
scr ibed form. Proceeds may be assigned to 
a bank or any other financial institution, 
with the approval of FCIA. 

RECOVERIES 
The insured will be allowed and urged to 
continue to seek payment from the buyer 
even after payment of the claim. Recovery 
action is in the common interest of both 
the insurers and the insured. FCIA will be 
subrogated to all of the rights of the in-
sured as respects recoveries. 

The policy provides that, after payment 
of any claim, any sums recovered from the 
buyer or any other source shall, after reim-
bursement of the expenses of recovery, be 
shared between the insurers and the in-
sured in the proportion in which they 
shared the original loss. 

MEMBER COMPANIES OF FCIA (1/11/621 

Aetna Casualty and Surety Company, The 
Aetna Insurance Company 
Allstate Insurance Company 
American Casualty Company of Reading, Pennsylvania 
American Employers' Insurance Company 
American Home Assurance Company 
Atlantic Mutual Insurance Company 
Boston Insurance Company 
Camden Fire Insurance Association, The 
Celina Mutual Insurance Company, The 
Cincinnati Insurance Company, The 
Commercial Union Insurance Company of New York 
Consolidated Mutual Insurance Company 
Continental Casualty Company 
Empire Mutual Insurance Company 
Employers Mutual Liability Insurance Company 
Fireman's Fund Insurance Company 
Firemens' Insurance Company of Newark, New Jersey 
General Insurance Company of America 
Great American Insurance Company 
Hanover Insurance Company, The 
Hartford Accident and Indemnity Company 
Home Insurance Company, The 
Insurance Company of North America 
Liberty Mutual Insurance Company 
Lumbermem Mutual Casualty Company 
MFA Mutual Insurance Company 
Middlesex Mutual Assurance Company 
Mutual Service Casualty Insurance Company 
National Casualty Company 
National Union Fire Insurance Company 
Nationwide Mutual Insurance Company 
New Hampshire Insurance Company 
Peerless Insurance Company 
Phoenix Assurance Company of New York 
Phoenix Insurance Company of Hartford, The 
Potomac Insurance Company 
Providence Washington Insurance Company 
Quaker City Insurance Company 
Reliance Insurance Company 
Royal Indemnity Company 
St. Paul Fire and Marine Insurance Company 
Seaboard Surety Company 
Security Mutual Casualty Company 
Springfield Insurance Company 
Transit Casualty Company 
Transport Insurance Company 
Travelers Indemnity Company, The 
Tri-State Insurance Company 
United Benefit Fire Insurance Company 
United States Fire Insurance Company 
Washington General Insurance Corporation 
Wolverine Insurance Company 
Worcester Mutual Fire Insurance Company 
Zurich Insurance Company 

and 
Export-Impart Bank of Washington 



This booklet is explanative and illustrative 
only. It does not supersede the FCIA policy 
o1· the provisions therein discussed. 
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~XPORT-IMPORT BANK OF WASHINGTON 
For The Press 

_____ _. 
The foffowing press release was 
the subject of FCIA- Eximbank 
Press Conference, New York 

January 30, 1962 

REpublic 7-7890 

FOREIGN CREDIT IN&JRANCE 
OFFERED BY NEW AGENCY 

NEW YORK, January 30 -- Credit Insurance for United States 

exporters, covering both overseas commercial and political risks, becomes 

available Monday, February 5 through the newly formed Foreign Credit 

Insurance Association. 

Details of the program were announced today qy Harold F. Linder, 

president and chairman of the board of the Export-Import Bank of Washington, 

and Thomas H. Bivin, chairman of the governing committee of FCIA. 

In cooperation with the Export-Import Bank, the FCIA will insure 

in a single policy both commercial credit and political risks on short 

term transactions resulting from U.S. export sales to buyers in friendly 

foreign countries. 

This new insurance guarantees payment of credits extended by a 

U.S. exporter to a foreign buyer. The policy contains coverage and 

provisions designed to give American exporters the best service of its 

kind in the world. 

11This program will provide two important benefits for exporters, n 

Mr. Bivin said. "First, exporters will be more disposed to extend credit 

to customers abroad and, second, they will be better able to obtain more 

financing from commercial banks than if the accounts were not insured." 
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Foreign credit insurance does n0t itself provide the financing 

required by the insured exporter . Such financing ia available from 

commercial banks and other private financial institutions. 

FCIA is an unincorporated association comprised at present of 

57 capital stock and mutual insurance companies. Membership is open to all 

responsible and qualified insurance companies. The insurance will be offered 

through the member insurance companies and their agents a&d brokers. 

Credit or commercial risks to be covered include insolvency 

of the buyer and protracted default. Also covered will be political risks 

of inconvertibility of a foreign currency to dollars, cancellation or 

restriction of export or import licenses, expropriation, confiscation, war, 

civil commotion or like disturbances. 

This type of insurance has long been offered to exporters in 

foreign countries, mostly through government agencies, but has been 

available only on a limited basis to U.s. exporters. 

"This concept of meeting the need for an insurance program 

through private companies is in keeping with the American free enterprise 

system," Mr. Linder said. "The program enables the exporter to purchase 

his credit insurance through a local agent or broker and eliminates any 

need for direct negotiations with Eximbank in Washington." 

Coverage will be offered in most foreign nations except for 

the "iron curtain" countries. 

At the suggestion of the United States Government through the 

Export-Import Bank, the FCIA was formed in late 1961 • . Earlier in the 

year President Kennedy had directed D:l.mbank to take steps to assure · 

American exporters were placed on a basis of full equality wi·l:ih their 

competitors abroad. The President specifically mentioned the 

desirability of utilizing private ·u.s. financial enterprises more 

effectively. 
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After studying foreign export assistance plans, Eximbank 
concluded that the system best suited to American needs was a partner-
ship between the private insurance sector and the u.s. Government. The 
FCIA represents such a partnership. Officials of both the private 
insurance industry and the government are convinced that the export 
credit insurance about to be issued is, as a package, at least equal to 
that offered anywhere in the world, and is superior to most. 

The underlying interest of the government in increasing u.s. 
exports relates directly to its concern with the overall balance of our 
international payments. Balance of payments deficits can be attacked most 
directly through an increase in overseas sales of American goods. 

On January 19th, 1962, President Kennedy said, 11A 10 percent 
increase in exports and our balance of payments problem is defeated." 

It is the aim and purpose of the FCIA and the Export-Import 
Bank to hel~ increase the volume of American exports through export credit 
insurance which both protects the exporter and places him in a better 
position to obtain financing for his transaction. 

Policies issued by FCIA will have Eximbank underwriting 100 
percent of the political risks with FCIA and Eximbank sharing the credit 
risks with FCIA. Last September Congress enacted legislation clarifying 
Eximbank's authority to enter such an arrangement with private insurance 
companies. The bank At the same time was empowered to insure export 
transactions in an amount up to $1 billion. 

The first FCIA policy will cover all u.s. products which may be 
legally exported from the United States on terms of 180 days or less. In 
appropriate cases, this cover may be had for transactions whose terms are 
up to one year. As soon as practicable, policies will be made available 
for export transactions whose terms are as long as five years. In all cases, 
terms of repayment in the transaction are not to exceed those customary 
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for the goods in international trade. 

The premium rates on short term policies where all export sales 

are covered will vary according to the terms of payment and the foreign 

country of the buyer and they will range from 20¢ to $1.72 per $100 of 

gross invoice value. 

Political risk coverage of the FCIA short term policy is as 

extensive and inclusive as any to be found among insurers of international 

trade transactions. For example, FCIA treats any external expropriation 

of or intervention in the buyer's bqsiness as a political risk and it is 

therefore covered to 95 percent of potential loss. Common practice abroad 

is to consider expropriation and intervention as simple default of payment 

with coverage of 85 percent of potential loss. Further, coverage against 

other acts of government such as war and civil war is broader than is 

usual in delineating the elements of "political risks" .• In supporting 

political risk claims, the exporter will be required to submit the "best 

evidence reasonably available to the insured", that the loss was covered 

by the policy. 

- 0-
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FOREIGN CREDIT INSURANCE ASSOCIATION 

EXPORT-IMPORT BANK OF WASHINGTON 

EXPORT CREDIT INSURANCE 

questions and Answers 

Prepared as of February 19, 1962 

Information contained herein is explanative and illustrative only. 
It does not supersede the FCIA Policy or the provisions therein 
discussed. 

1. Q. Is FCIA an insurance company? 

A. No; FCIA is an Association of more than 50 Stock and Mutual insurance 
companies . The Export Credit Insurance policies will be issued by FCIA 
on behalf of its member companies and Eximbank. 

2. Q. Under what authority does Eximbank become an Insurer? 

A. The Export-Import Bank Act of 1945, as amended. The most recent amendment 
was by Public Law 87-311 which became effective on September 26, 1961. 

3. Q. Is foreign credit insurance available in other countries? 

A. In most of the major free world industrialized countries foreign credit 
insurance has been made available. In some instances insurance is made 
available by a government agency (such as in Great Britain through its 
Export Credits Guarantee Department) and in others by private insurers 
acting for the sole account of the government (such as in West Germany). 
It was decided that in this country it would be preferable to make maximum 
use of available private insurance through an arrangement with the govern-
ment whereby the risks are shared in accordance with a specific agreement. 

4. Q. Will FCIA provide financing? 

A. No; but an FCIA policy may assist an insured exporter to obtain financing 
through commercial banks or other private financial institutions. 

5. Q. What types of policies will FCIA offer? 

A. On page 4 of the FCIA pamphlet reference is made to t he types of policies 
now offered a nd those to be offered in t l1e immediate future. 

6. Q. Is it contemplated that FCIA will offer coverage for the following: 

(a) Unsold goods held in stock overseas 
(b) Sales from overseas stock 
(c) Goods exhibited or demonstrated overseas? 

A. Coverage for these cases is not presently available from FCIA, but will be 
developed as circumstances permit and a sufficient need becomes evident. 
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Questions Relating Specifically To The 
Export Credit Insurance Policy (Short Term - Shipment Form) 

7. Q. Why is it necessary t o grant coverage for both insolvency and protracted 
default (failure to pay) when t he latter seems broad enough to include 
the former? 

A. Insolvency may take place prior t o delivery and acceptance by the buyer 
whereas "protracted default" is cov.ered only after such acceptance; and 
payment of a claim is made when insolvency occurs whereas a 6-month waiting 
period is required as proof of protracted default . 

8. Q. Will coverage be afforded if the loss occurs after the end of the policy 
period? 

A. Yes; provided that the eligible shipment was made during the policy period 
and written claim of loss is made within one year from the due date of the 
indebtedness . 

9 . Q. As respects the Transfer Risk (Coverage B-Political Risks) , if the failure 
of the appropriate exchange authority to transfer local currency into 
dollars is due to a fault of the buyer , will there be any coverage under the 
policy? 

A. The circumstances descr ibed would render subparagraph lb of Coverage B-
Political Risks inapplicab l e, thus making this risk insurable under Coverage 
A- Commercial Credit Risks, since this would not be a loss "insured under 
Coverage B-Political Risks" ( see concluding phrase of Coverage A). 

10 . Q. Would the same reasoning apply with respect to other situations where the 
loss is not "insured under Coverage B-Political Risks" e . g . confiscation 
after due date (subparagraph 2b ( 2) of Coverage B-Political Risks ) ? 

A. Yes; the example c ited is but one of many types of risks which, because it 
is not within the precise definition of any of the Political Risks, comes 
within the subject matter of Coverage A. The only Political Risk which does 
not have a Commercial Credit Risk counterpart is contained in subparagraph 2b 
(4) of Coverage B. 

11. Q. If there is a temporary blockage of local currency at the time of the deposit 
by the buyer which is followed by a devaluation, would t he Transfer Risk 
Coverage protect the insured in the event the buyer fails to deposi t the 
additional currency required? 

A. (i) If the deposit were made on or before the due date or within 90 days there-
after, as full payment of the debt a t the rate of exchange then in effect, any 
later event would not affect cover provided under the Transfer Risk; if the 
deposit were only a part payment , only that por t ion deposited would be 
insurable as a Transfer Risk with the remainder being subject to Coverage A. 
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(ii) If the deposit were made more than 90 days after the due date, 
only Coverage A would apply. 

(iii) Eximbank, however, does not cover a loss arising out of exchange 
fluctuations or devaluation of the currency of the buyer's country 
occurring on or before the due date of the indebtedness or date of deposit, 
whichever is later (see Exclusion A of Article V). 

12 . Q. Since subparagraph Bl of Article VII provides, in part, that Eximbank will 
make payment for a Transfer Risk loss within three months after submission 
of the required evidence, will the answer to the preceding question be in any 
way affected if the currency is unblocked after the devaluation, but before 
the end of the three months' waiting period required under Article VII? 

A. No. 

13. Q, Why is there a three month delay in payment of a claim by Eximbank? 

A. In the case of inability of the buyer to obtain dollar exchange 9 to assure 
that the exchange blockage is not merely a temporary one; and in other cases 
to permit the exporter to effeet alternate disposition of the goods or other-
wise to determine the net loss involved. 

14. Q. What rate of exchange will b~ utilized by Eximbank in calculating the payment 
for a Transfer Risk, when the buyer's country has a multiple exchange rate 
system? 

A. The rate of exchange appropriate on the due date for imports of the type of 
shipment in question . 

15. Q. What proof is required for the deposit of local currency by the buyer? 

A. The exporter's bank should state in writing thqt it has been advised by 
its fQreign correspondent that an irrevocable deposit of lqcal currency has 
be~n made in the correspondent bank or other appropriate entity. 

16. Q. Why is it necessary to have two subparagraphs (a and b) under paragraph 2 of 
Coverage B? 

A. Under suQparagraph b there m~st be a causal relationship between the loss and 
the event; no such causal relationship is requir~d under subparagraph a. 

17. Q. Under s~bparagraphs a(3) and b(3) of paragraph 2, Coverage B where reference 
is made to the "imposition of any law," is coverage afforded if the law is 
found to be arbitrary or unconstitutional? 

A. Yes; the phrase "having the force of law" taken in conjunction with the 
phrase "not due to the fault of the insured and the buyer" (subparagraph a(3)) 
is intended to cover any act, legal or defacto, which prevents the import of 
the shipment (subparagraph a(3)) or the deposit from being made (subparagraph 
b(3)). 
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18 . Q. Is it necessary to insure all "eligible sh ipments"? 

A. U11Llcr t he Short Tf~rm prograhl, an insured is expected to declare and pay a 
pr emium on his 11v1hole turnover," unless FCIA agrees in writing that the e;c-
c l usion of certain co1.mtries, products or buyers ~·lill provide a "reasonable 
s pread of r i d~ . 11 

19 . Q. Exp lain wha t t he term "whole turnover" is i~tended to mean? 

A. Gnnerally speaking, "r:Jhole turnover" includes every eligible shipment. However , 
i.Jy it s def i nition an e~igib le shipment does not include, among others, sales 
t ~ t ich require full cash payment in advance. In addition, paragraph 11 of the 
App lication and Request for Quotation provides t he insured the option to in-
clude or exclude sales to Canadian buyers or sales on Irrevocable Bank Letters 
of Credit whether or not: confirmed by a bank in the U.S . Hhere aninsured 
e lects to e:cclude either or both of t hese optional coverages. what remains i s. 
still considered as "whole turnover . 11 

20 . Q. As a corollary to the preceding answer , is it required that the insured declare 
and pay a premium on transactions Hhere the terms are cash against documents, 
cas h on arrival and sight draf ts? 

A. Yes; if the insured is to be eligible for a "whole turnover" rating such 
t ransactions mus t be included. However, a revie\.;r of tl.1e various rating schedu l es 
will reveal that such transactions carry one of the lowest rates >.;ri t h i n such 
s chedules . 

21 . Q. How can a prospective insured determine if FCIA \·lill be wi lline to consider 
a port i on of his foreign sales as a "reasonable spread of risk"? 

A. Only by f or mal application \·lith suhmission of complete de t ails concer ning 
t he sales \-itlich vlOuld be included and excluded . It should be noted that FCIA 
will ~ot be required to detail its reasons for rejecting such an applica t ion . 
However, ne>v proposals may be submitted by the insured including more sales 
unt i l f inally accepted by FCIA. 

?2 . Q. I f each of the affiliated corporations of a parent company sells a different 
t ype of goods, may insurance he obtained for sales by only one such affiliate 
or d ivis ion? 

A. Yes; provided t hat the goods are categorically different and not mere l y modi-
f ications of a basic item. 

23 . Q. I f the prospective insured conducts business in a certain area through a division 
or corporation, such as a Western Hemisphere corporation , established specifi-
cally for this p~rpose, may he obtain insurance solely for such division or 
corporation? 

A. He must offer to FCIA t he sales to other are~s by divis ions or corpora t ions 
1.;rhich are affiliates. In some cases it may then be possible on request t o 
exclude certain types of goods or some markets as suggested in the answer to 
Quest i on 18. 
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24 . Q. Why cannot the prospective insured obtain coverage on sales to only one 
area or to selected countries? 

A. A se lf-sustaining insurance program at reasonable rates requires an adequate 
spread of risk on short-term transactions not subject to individual advance 
review . This is the practice of all guarantors or insurers of short-term 
sales abroad . 

25. Q. Why cannot the prospective insured obtain coverage on sales to selected areas 
by paying higher rates? 

A. Rates sufficiently high to cover sales only to the more uncertain markets would 
generally be prohibitive from a competitive standpoint. Only an adeq~ate spread 
of risk can m~ke possible a self-sustaining operation at reasonable rates , 

26. Q. Can a prospective ~nsured who sells in only one country or area obtain 
insurance? 

A. Yes; if the limitation to one area is not the result of a restriction in 
the insureq's charter or by agreement as implied in Question 23. 

27 . Q. Are re-exports eligible? 

A. Only if analysis indic~tes that no effective competition with products made 
in the United States will result. 

28. Q. Are raw materials and c onsumers' goods eligible as well as durable goods 
and capital equipment? 

A. Yes. 

29. Q. Does the FCIA insurance cover the sale by a United States firm of goods 
produced abroad? 

A. No . 

30 . Q. Must the manufacturer or exporter of the goods be a United States firm? 

A. No; subject to the limitations of paragraph 17 of the Application Form, 
the export sales of a foreign firm doing business in the United States are 
eligible for coverage, provided that the goods themselves are produced or 
manufactured i~ the United States . 

31. Q. Are exports by merchants eligible fqr cover or is the coverage limited to 
goods exported by manufacturers? 

A. Herchants may apply for the insurance provided they hold title to the 
goods be i ng exported . 
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32. Q. How does a prospective insured determine if he is eligible for insurance? 

A. Subparagraph A of paragraph 17 of the Applicati.on and. Reques.t For Qyotation. 
sets forth the basic eligibility requirements imposed upon pros.pective 
insured. 

33. Q. Is it possible to insure sales to foreign subsidiaries? 

A. Subparagraph B of paragraph 17 of the Application and Request For Quotation 
sets forth the rules on this subj ect which are imposed upon Eximbank and, 
in turn, upon F'CIA. 

34. Q. Will FCIA insurance be available for shipments to or from the territories 
or possessions of the United States, Puerto Rico or the Canal Zone? 

A. Exports from these areas are eligible, but imports into such areas are not 
eligible. 

35. Q. Is it possible to s ecure insurance under a barter arrangement? 

A. No; the goods must be sold for United States dollars. 

36. Q. If the finished product includes component parts manufactured abroad, 
would the sale of such product be within the meaning of paragraph 2 of 
the definition of eligible Sipment ? 

A. A decision on each case must be based upon submission of complete under-
writing information . 

37. Q. An exporter has a buyer in Panama who reques t s shipment be made to another, 
unrelated, firm in Bolivia. The draft will be drawn on and paid by the 
buyer in Panama. Is this eligible for coverage? 

A. No; see Exclusion D, Article V. 

38. Q. Is there any limitation on the means by which the shipment is made? 

A. No; the shipment may be made by any available means of transportation. 

39. Q. Explain the applicat ion for and use of credit limits? 

A. The FCIA pamphlet provides an excellent summary of t he application for and 
use of credit limits. 

40. Q. Is there any limitation on sales to a particu l ar buyer? 

A. FCIA reserves the right t o establish for each buyer a credit ceiling beyond 
whi.ch sound business practice would not warrant the extension of additional 
credit. 
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41 . Q. If an exporter ships an account in larger amounts than the limit a~proved 
by FCIA, can that excess be covered against the political risk? 

A. No . 

42. Q. Is there any limitation on sales to a particular country? 

A. The Country Limitation Schedule contains all such limitations. 

43. Q. In certain countries FCIA will grant coverage only on CILC ·or ILC. 
If exporter ships accounts in such a country on a term credit basis, 
must premium be paid on these shipments? 

A. No. 

44. Q. As a corollary to the preceding ques tion, may the exporter exclude that 
country? 

A. Yes. 

45. Q. May a prospective insured apply for the insurance through his commercial 
bank or other financial institution? 

A. No; while such banks or other financial institutions may assist him, the 
prospective insured must select his insurance agent or broker or a member 
of FCIA to make the Application on his behalf. 

46. Q. Would either the insured or an assignee be able to recover under the Policy 
if the insured makes a false statement or misrepresentation to FCIA? 

A. The rights of an assignee would not be greater than those of the insured 
(assignor). FCIA does not intend to pay claims based on intentional fraud 
or misrepresentation. 

47. Q. Under Exclusion B of Article V there appears the phrase "due to fault 
of the insured or his agent." Does "agent" include the bank handling the 
draft and documents for the exporter? 

A. Yes. 

48. Q. May either the insured or the Insurers cancel the policy during the 
policy period? 

A. No; but paragraph B of Article X grants the Insurers the right to change 
the policy terms . 

49. Q. Is it anticipated that the insured's retention may be .amended on an in-
dividual risk basis? 

A. Generally speaking no; however, the Insurers may exercise this right under 
extraordinary circumstances under the provisions of paragraph B of Article X. 



- 8 -

50 . Q. Will it be possible to secure certificates of insurance which would 
provide assignees notice whenever the Insurers elect to exercise their 
rights under B of Article X? 

A. While such certificates have not yet been prepared) they will be made 
available if the need is established. 

51 . Q. In the event foreign competitors offer extraordinary terms) ie it anti-
cipated that FCIA will provide insurance for comparable terms? 

A. If it is demonstrated that foreign competitors are offering extraordinary 
terms with public assistance FCIA will consider requests for matchiqg terms. 

52 . Q ~ When reporting each month on the Shipments Report Form is it necessary to 
identify the particular buyer? 

A. Under normal circumstances) no. 

53 . Q. Should the Shipments Report Form be sent directly to FCIA or through our 
agent or broker? 

A. An insured may elect either route provided that the check for the full 
premium is made payable to FCIA. If you believe that your agent or broker 
can assist in avoiding mistakes, it may be helptul to send the Form directly 
to him rather than directly to FCIA . 

54 . Q. May Freight Forwarders purchase an FCIA policy to cover their charges on 
shipments handled? 

A. No; unless they take title to the merchandise. 

55 . Q. If 15% cash in advance is received by the exporter can he get 100% coverage 
on the remainder on which he will extend credit? 

A. No. 

56. Q. Can investments, services , or plant construction be insured under an FCIA 
policy? 

A. Investments, no; services and construction, not yet . 

57 . Q. Is it the intent of Article IX to permit the complete reimbursement to the 
insured for his recovery expenses before sharing the remainder with FCIA? 

A. Yes; this is part of our inducement to insureds to pursue recoveries even 
after payment of a claim under the FCIA policy. 
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58 . Q. How does the .coverage provided in the FCIA policy compare with _the 

cover~ge given to. exporters in other ·countries? 

A. The credit risk coverage and the political risk coverage . in the FCIA 
policy are as · extensive as, and in some .cases are more · extens_ive .than those 
of any foreign insurer. No fo,reign ·insurer -covers higher --percentages 

;of _ loss and, with one -exception~ _fqreign insurers cover lesser perce~tages . 
Proof of loss under the FCIA poli.cy for .credit risks _is · similar . to that re-
quired by foreign insurers but for .political risks it is more · liberal. Payment 

·of claims is as prompt as, and, for SOllie causes of loss., is more prompt than 
that provided by any foreign insurer. Rates are neither the lowest nor the 
highest, falling generally between those charged by leading foreign credit 
insurers . 

59 . q. Will extensions of the Due Date be authorized by FCIA? 

A. 

60 • . q. 

A. 

·~ur present program does not prov-ide_ for such extensions . 

Is :it anticipated that FCIA will introduce a .Rating Plan to reflect 
the actual experience of -a particular insured? 

While such a Plan has not .been prepared ,. we believe it : to be a proper 
~ubject . for _ future .consideration . 

61 . Q.. Is it possible to secure only political risk coverage under .an FCIA policy? 

A • . No .. 

62 • . Q . . There has been some reference in the public press to a. calendar year limitation 
cf liability of $1,000,000 as respects the liability of the members of FCIA. 
Is .there any such provision ~n the p~licy? 

A. No; these references allude to a purely internal arrangement between Exim-
b~nk and FCIA which is subject to periodic renegoti~tion, Under .no cir-
cumstances would this internal arrangement in any way effect -the ability 
of an insured to collect under the policy . 

63. Q. If it i s impossible to con~unicate with a buyer because his country has 
been i n a state of war since before the due date, wi ll the loss be deemed 
to be "caused " by the war l•l ith in the mean i ng of such paragraph 2b(l) of 
Coverage B? 

A. Yes ; unless t her e i s specific inf ormat i on available to indicate that a 
causal re l ationship does not exist between the war and the~ . bllyer 's refusal 
to pay . 

64 . .Q. The Ex imbank press release of -October 27, 1961 announced that "• special 
comprehensive guarantee will be offered .through the FCIA" .to small _exporters 
"whose direct exports in the preceding twelve months were valued at less 
than $50, 000 . " Is it . expected that this program will be put into effect 
in the near future? 

A. Yes . 
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ON THE 
TRADE EXPAIISION A(;f OF 1962, B. R.., 9900 

March 13, 1962 

I am grateful for this invitation to appear before your 

Committee today in support of the Administration's trade bill--the 

''Trade Expansion Act of 1962." The expiration of the Reciprocal 

Trade Act gives this country opportunity to adopt a new trade pol-

icy responsive to the needs, the challenges, and the opportunities 

of our time. The proposal which President ICennedy bas rec011111aended 

and which bas been introduced as B.R.. 9900 by the distinguished 

Chairman of this Committee offers such a policy. 

The legislation Congress finally enacts on this subject 

will vitally affect the economic future of millions of American 

working men and women. If we pursue a sound trade policy in the 

coming years, American industry and workers will benefit greatly 

from the expanded markets thus created. On the other band, if we 

fail to act prudently and do not pursue a policy conducive to a 

lively trade, our industries and workers will not only be denied 

the benefits of additional foreign markets, but many existing 

trade channels are likely to dry up and job opportunities will 

be destroyed as a result . 
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FOREIGN TRADE AND U. S. EMPLOYMENT 

For some twenty-seven years the Reciprocal Trade Act has 

represented an important cornerstone in our economic policy. In-

itiated in the midst of a worldwide depression, when, from the fears 

engendered at that time, the Western industrial nations were Balkanizing 

the world with high tariffs and trade restrictions, the reciprocal 

trade program has served effectively in unclogging the channels of 

world trade and in promoting economic well-being among the nations 

of the free world . A selective and progressive reduction of tariffs 

and other barriers to trade has been accomplished. Our exports have 

expanded from $2 billion a year to over $20 billion a year. 

These exports are a very significant source of employment 

for American workers . A recent study completed by the Bureau of 

Labor Statistics estimates that the equivalent of 3.1 million .. jobs 

for American workers were supported by the merchandise exported 

from this country in 1960. 

Of the 3 . 1 million total, almost half were involved 

directly with producing, transporting, or marketing the exported 

goods, with the other half in supporting industries--such as making 

the steel contained in exported machinery, and the tires, window 

glass and unholstery fabric on an exported automobile. 

Most of the jobs were in non-farm industries, with a 

total of 1.3 million in manufacturing. The individual manufacturing 

.groups which stand out as making the heaviest contributions to ex-

port employment are chemicals, primary metals, all types of machin-

ery, and transportation equipment. 
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There are jobs dependent on exports in every State of 

the Union. They are not concentrated in a few industrial or coastal 

areas. All 50 States participate in export employment, directly 

and indirectly, including the basically agricultural States of 

the South and Central areas of the country as well as the indus-

trial East, and far West. I am attaching a brief Table setting 

forth the State-by-State breakdown of the 3.1 million figure. 

So much for the effect of exports on our employment. 

What can we say about the relation of imports to employment? 

While we see or hear claims that imports are displacing 

American products in the market place and thus taking jobs away 

from American workers,a careful examination shows that a major 

effect of imports is to support American jobs. This is obviously 

true of such imports as coffee and tin which this country does not 

produce at all. These imports suppor.t many jobs in connection with 

the handling, processing, and distributing of these products in 

American markets. It is also true that imports of manufactured 

products support the jobs of those Americans who helped to bring 

these products to American markets. 

How many jobs are sup~orted by imports? The Bureau of 

Labor Statistics has p=oviaed me with estimates indicating that in 

1960 imports had the effect of supporting 900,000 to 1 million jobs 

in this country. 

When this figure is put together with the 3.1 million jobs 

supported by exports, there is a total of approximately 4 million 

U. S. jobs attributable to our foreign trade. 
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The 4 million does not include the numerous jobs resulting 

from the income-generating effects of this employment, i.e., the 

employment required to produce such items as the food, clothing, 

housing and other goods and services purchased by the workers whose 

jobs are dependent upon our foreign trade . 

We recognize , of course, that increases in certain imports 

have the effect of displacing some American workers from their jobs. 

As Secretary of Labor , I have been verymucb concerned with this 

problem. We may wish at times that we could have a situation where 

our foreign trade only added jobs to our economy without taking any 

away. However, we know that trade must be a two-way street and 

that we cannot have a flourishing and growing export business, which 

creates so many jobs, without some reciprocal imports. 

I wish it were possible for me to provide the Committee 

with a reliable estimate of the number of workers who have actually 

lost their jobs in recent years because of imports. Let me explain 

some of the difficulties in making such an estimate. 

It is not sufficient simply to identify industries in which 

imports have risen. The work we have done in this field makes it 

clear that there are many cases in which rising imports have not had 

any adverse effect on employment. Even in industries in which there 

have been declines in employment and increases in imports, changing 

technology, emergence of substitute products and shifts in consumer 
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demand have often had a more serious effect than imports on job 

opportunities. 

Some light can be shed on this problem by the experience 

we have had with escape clause actions under the present Trade 

Agreements legislation. Since the beginning of the program in 

1946 there have been 40 separate escape clause actions, covering 

34 industries, on which the U. s. Tariff Commission has found in-

jury to hmerican producers. For these cases, detailed employment 

statistics are available. They indicate that the total loss of 

employment since that time from all causes, in these industries, 

amounted to only 28,000 jobs. Not all of this loss can be attributed 

to imports, but we also recognize that some industries which have 

been injured by imports have not filed for escape clause relief. 

Our investigations into the relation between imports and 

employment have led us to ask this question: Suppose by the wave 

of a magic wand we could cut off all imports that might conceivably 

affect the sales of corresponding American products, what effect would 

this have on jobs in the United States? 

Answerin g this question in firm statistics, however, repre-

sents a most difficult task. In approaching the problem we have 

utilized a classification made by the Department of Commerce which 

has separated imports into two categories: (a) those raw materials, 

supplies and semi-manufactured goods which are necessary for the 

U. s. economy, and (b) those imports of products of the type produced 
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in this country that might affect the sales of comparable U. S. 

products. Approximately 60 percent ($9 billion) of imports fall 

into the first category and 40 percent ($6 billion) into the second 

category. 

I might also point out that all manufactured goods have 

been classified in the 40 percent group. This rather arbitrary 

classification is based on the theory that our productive capacity 

is such that we could, if necessary, import the raw materials or 

semi-manufactured goods and make the finished product ourselves. 

Using this classification of imports the Bureau of Labor 

Statistics has undertaken to calculate the answer to the theoretical 

question I posed a minute ago--if imports were cut off and demand 

remained unchanged, by what amount would American employment have to 

expand to fill the gap? Their answer is 8 to 9 hundred thousand jobs. 

But let me stress that this does not mean that this number of workers 

have in any sense lost their jobs because of these imports. Nor does 

it mean that our trade policy could be shifted to put this number of 

additional people to work in the future. I regret that I am not able 

to supply their detailed report on the matter at this time. I will 

submit it as soon as possible. 

It is clear that this number does not represent lost jobs. 

Most of these jobs simply have not existed in this country. We 

mUSt remember that these imports did not suddenly flood the American 

market. They- have been flowing into this country for many years as 
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they have won a,cceptance from American cona\mlers. They have 

contributed to America's rising living standards by pr~iding 

special advantages, in terms of price, quality, or style. The 

actual number of jobs lost because of competitive imports is much 

closer to the figure of 28,000 that I have already cited as the 

decline since 1946 in jobs in industries where the Tariff Commis-

sion has found injury to American producers. 

Let me explain what would happen if this Nation tried to 

create the 800,000 to 900,000 jobs that might be needed to produce 

this $6 billion group of imports. Such a decision would have an 

immediate impact upon our export trade. 

We could hardly expect our friends overseas to remain good 

customers for American exports if we decided to cut off their exports 

to us. Moreover, countries that send to us imports we critically 

need will simply not be willing to continue sending us these products 

unless we are also willing to take their other manufactures . The 

Russians have demonstrated time and time again their desire to pick 

up this trade in order to disrupt world markets. 

The cost of gaining these additional 8 to 9 hundred thousand 

jobs would be the loss of up to 4 million jobs now related to our for-

eign trade. Thus we could reasonably anticipate a net loss from the · 

total shutting off of both exports and imports of more than 3 million 

jobs. The price of adding one job would be the loss of three to four 

other jobs. The loss of income would be even greater since this 

country would be giving up its most e~ficient and more highly paid 

jobs to gain less efficient and lower paid ~mployment. 
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The importance of this can be better visualized if one 

keeps in mind the magnitude of the trade involved. It may uot be 

so widely known that our biggest dollar earners are our export• 

of manufactured products. In 1961 they amounted to ov•r 10 billion 

dollars while our ~ports of manufactured products were only 5 

billion . Thus any attempt to build up employment in this country 

by substantially curtailing imports is bound to boomerang. 

A more realist:l.e approach to this problem would be to 

examine the employment effects of the proposed legislation. Secre-

tary Hodges testified yeeterday that only about 18,000 workers a 

year, or a total of 90,000 over the five-year span of the legisla-

tion, might possibly be eligible for assistance if the trade legis· 

lation were enacted. Let me say emphatically that even this small 

displacement will be more than offset by the number of jobs geaer· 

ated by an expanding export trade. Judging by the relationship 

developed in our 1960 studies on exports each additional $1 

billion of exports will generate about 150,000 jobs. In the 

next five years we anticipate that our ~xports will increase by 

several billion dollars . 
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TEE NEED FOR A NEW TRADE POLICY 

In view of the highly favorable trade apd f!Jilployment 

situation that we have under the Reciprocal Trade Act, one might 

ask why we should adopt a new trade policy rather than merely extend 

the old one • 

The answer was contained in the President's Trade Message 

when he pointed out that five ,. fundamentally new and sweeping" de• 

velopments have made our existing trade policy obsoleteo These 

developments are: 

• The growth of the European CoiiiiOOn Market 

- The growing pressures on our balance of 

payments position 

- The need to accelerate our economic growth 

• The Communist trade and aid offensive 

- The need for new markets for Japan and the 

developing nations. 

Some of these developments relate primarily to the conduct 

of our overall foreign policy and to the fiscal position of our nation. 

Secretary Hodges and Under Secretary Ball have already discussed these 

matters and Secretary Dillon and others will supplement that testimony. 

Therefore, I believe that I can be most helpful to this Connnittee by 

directing my remarks to those developments which directly affect the 

job opportunities of American workers: the need for accelerated 
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economic growth, the growth of the CoiiliiX)n Market, and the need for 

new markets for Japan and the developing nations. 

(a) Accelerating our Economic Growth. President Kennedy 

has given top priority in our domestic economic policy to accelerating 

our rate of economic growth. Such action is necessary if we are to 

meet our responsibilities both at home and abroad and is imperative 

if we are to provide the millions of new job opportunities that will 

be required in this decade for those already unemployed and for the 

increasing flood of younger workers, farm workers seeking new oppor-

tunities, and city workers affected by technological change. 

By the mid•l960's the number of young people coming of wrk-

ing age will increase very rapidly. Then we will need not 1,000,000 

or 1,200,000 more jobs a year to take care of our growing labor force, 

but closer to 1-1/2 million. 

Jobs must also be found for the increasing number of workers 

who are dislocated or who find their job opportunities drying up as a 

consequence of the increasingly rapid development of automation and 

other technological advances which has been taking place in many occu• 

pations and industries since World War II. In agriculture the impact 

of technology has been tremendous. Alsong with other factors, it has 

resulted in over 1,600,000 workers-•20 percent of the total--leavirig 

farm work since 1950. Yet farm output has increased by one•fourth, 

making available an abundance of food unequaled elesewhere in the wrld. 
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Each year, if technological advances are not to lead to 

rising unemployment, it is necessary for our output to grow by around 

3 percent. When you add to this the increased output necessary to 

provide jobs for the newcomers to the labor force and to provide full-

time work for those who are involuntarily on short weeks, it is obvious 

that we need a major expansion of markets. 

We recognize that the best way to create new jobs is to 

develop new markets for the products and the services men at work 

will produce and provide. Filling America 1 s crwn unmet needs will 

constitute a major source of new jobs, but full employment and satis-

factory economic growth in this country also depend upon our ability 

to maintain and expand our foreign markets. 

Vast new world markets are emerging in which United States 

business faces tougher competition--and more opportunity--than ever 

before. 

We must continue to compete in these markets. 

The courses open to us seem clear: either we pursue active 

reciprocal trade policies that allow us to participate in the growth 

of those markets, or we drift into reciprocal protectionist policies 

that close us off from those markets. The consequences for our crwn 

domestic growth appear to be-either trade and grow IOOre rapidly, 

or lose markets and grow. less rapidly. It is in this spirit that 

the Trade Expansion Act of 1962 has been proposed. 



• 

(b) Growth of the Comnx:m Market. One of the great new 

economic challenges and opportunities confronting us is the growth 

of the Co:rmoon Market. The emergence of this ~erf'ul new factor in 

the trading world is one of the IIX)st significant developments that 

has occurred since the end of World War II. This community of nations 

consists of eome of the mst highly industrialized countries of 

Western Europe, with a total population of between 200 and 300 mil• 

liGn people, depending on how many applicant countries are finally 

admitted, and with a rate of growth much hig!:ler than our own in 

recent years. It will bring about fundamental changes in wrld 

trading patterns and become a potent factor in the political affairs 

of the -world. 

President Kennedy has personally stated the Administration • s 

view of the employment consequences of Congressional action in this 

field. The President said: 

"If we cannot obtain new bargaining power to open up 

overseas markets, our export industries will wither--and 

American labor will lose jobs. If American businessmen 

cannot compete from here for the growing purchasing power 

of the European ComiiOn Market, nany mre will build their 

plants over there--and American labor will lose jobs. If 

we cannot find expanding outlets for the goods of an expand• 

ing economy, this nation 1 s growth will be stified-and 

American labor will lose jobs. 
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"In short, we are confronted with a. very basic deci .. 

sion: Are we going to export our goods and crops-or a.re 

we going to export our ca.pi tal and our job opportunities? 

Are we going to be the free world • s greatest merchant 

trader--or merely its temporarily wealthiest banker?" 

Tb.a.t is the employment proposition in its bluntest terms. 

We have much to ga.in by bold action a.nd much to lose by inaction or 

by a. timid response. 

(c) The need for new markets for Japan a.nd the developing 

countries. Spectacular a.s the growth of the Comnx:m Market has been, 

we must not overlook the continuing growth of Ja.pa.n a.nd the develop. 

ing countries a.s powerful trading forces in the world. The great need 

of these countries is for markets for their expanding production. 

As Secretary Hodges and Under Secretary Ball ha.ve pointed 

out, it is in our interest to help them to secure those markets in 

the free world, for both political a.nd economic reasons. 

These countries a.re a.ll valued t~ing partners of ours-

and we recognize the importance of not unfairly restricting access 
' of their goods to our markets. However, if they a.re to secure tlle 

' 
outlets they need, then the other major countries of the F:ree World, 

· . . :,... . 
principally in Western Europe, must agree to accept their products in 

increasing quantities. 

If we have the authority to negotiate trade agreements 

with the industrial nations of the free world, the less developed 
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countries will automatically receive the benefits of opened markets. 

The recently eoncJ.ud.ed Cotton Textile Agreement proves that these 

nations can cooperate to expand markets in a manner which will 

prevent disruption. Expansion of the domestic economies of these 

underdeveloped nations, by raising domestic levels of living, offers 

some of th.e greatest opportunities for u.s. exporters. Economic 

development of underdeveloped nations will also relnll.t in major 

changes in our trade mix with those nations. 

(d) u.s. and Foreign Labor Standards. As you know, there are 

many who contend that we cannot afford to compete freely in world 

markets because our wage rates are so much higher than those of other 

countries. They say that our high wages price us out of comp~tition 

with low-wage foreign producers. These peop~e ~ call for a new 
1 

trade policy, but their new policy would be the policy of the early 

1930's--a return to high tariffs and the imposition of import quotas 

wherever tariffs did not hold down imports suffileiently. I have stated 

earlier that such protectionism would stifle our economic growth and 

reduce employment. 

I would like now to discuss the question of comparative 

labor standards and competition with low wage countries~ 

Historically, the United States has been distinguished as 

a country of high labor standards with a large volume of ~rts. We 

have demnstrated how to apply technology, skill and capital to economic 

processes in such a way as to increase productivity and thereby make 

available a high level of goods for domestic consumption and for export 

at low enough prices to out-compete our lower wage foreign competitors. 



- 15 -

As a.n essential part of this process, we have also led the 

way, through the mechanisms of a.n ever broadening industrial dezoocracy, 

in obtaining for wrkers an equitable share of increased production. 

The result is a great internal market, both broa.d and deep, in which 

it is profitable to continue to pioneer technoJ.ogical improvement and 

ever-increasing producti v1 ty. Free trade am:>ng all the parts of this 

great market has been a key element in permitting steadily rising 

labor standards. 

Another element has been an expanding foreign tra.de which 

becomes increasingly important as fGreign economies develop industrially • 

As a matter of fact, it has been primarily from ()Ur high wage 

industries that we have exported. 

There are severa..l points I woul.d like to underline in this 

connection. In the first place, wage rates are not the measure Gf the 

costliness of labor. The significant labor cost for trade purposes 

is unit labor cost. Unit labor costs take account of fringe and social 

benefits, wrking conditions, and various job security costs which 
I 

in llBllY fdreign countries are Di11h IJX)re extensive than in the United 

States. Even IIX)re significant, unit labor costs reflect the impact 

of productivity. That is one reason why llBllY of our high wage in• 

dustries have such a favorable export balance. Although their wage 

rates are high, their preductivity is so great, that is, they turn 

out so much mre product per worker per hour• that their unit labor 

costs are even lower than those in many cQWltries which have lower 

wage rates. 
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Second, even high unit labor costs do not necessarily in-

volve cempeti ti ve disadvantage if other costs are lower. For example, 

the costs of some raw materials, of distribution, of capital and of 

other elements in the final cost of a product tend to be lower in 

the u.s. than in mst foreign countries. In other words, it is 

the price at 'Which the product can be delivered 'Which is important 

in determining 'Whether we can export or compete w1 th imports. 

Furthermore, other considerations, such as quality, service, 

financing, and distribution, are also significant. As Secretary Hodges 

has said on many occasions, we must recognize that the post 'War com-

petitive vacuum in world markets is over and that the same kind of 

aggressive salesmanship is needed to hold and win markets abroad that 

is needed in this country. 

Final.ly, it must be recognized that a major part of the 

answer to any 'Wage-price problem we may have, is to encourage the 

raising of 'Wage standards abroad. We want to assure that any import 

compet.i tion is based on economic progress and not on the exploitation 

of labor. For this reason this Administration has made the achieve-

ment of fair labor standards in international trade a matter of special 

concern. 

While there has been some confusion as to just 'What is 

meant by fair labor standards, I think it is obvious that fair labor 

standards do not mean equal 'Wages in, say Hong Kong and the United 

States. I would like to mention two meanings which I believe are 

recognized as appropriate. 
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The first meaning has to do with the relation of wage levels 

a.n¥)ng the industries within a single country. In the Report of the 

Randall Commission on Foreign Economic Policy, this concept was 

described as fellows: "The clearest case of unfair competition is 

one in which the ~rkers on a particular conm:od.i ty are paid wages 

well below accepted sta.nda.rds in the exporting country." 

A second meaning of fair labor standards concerns the very 

important question of ma.k1 ng available to foreign workers, in the form 

of increased remuneration, the benefits of the increases in productivity 

which take place as their countries develop economically. In other 

words, remuneration and working conditions should fully reflect a fair 

share to labor of the productivity and technological advancement of a 

country. In this connection, the observations of the AFL-CIO Executive 

Council in a statement adopted on February 24, 1959, are worthy of 

note: 

'*• •• we are ful1y aware that it is neither desirable 

nor feasible that wage levels be equalized in all 

countries. We recognize that the stage of development 

of a country's econo!!zy' and the productivity of its 

industries may limit the level of wages that can be 

paid. Therefore, it is to be expected that wage differ-

entials will continue to exist and such disparities 

should not impede international trade. But we insist 

that wages and working condi tiona in exporting indus-

tries fUlly rertect the productivity and technological 

advance of the industry and the national econo!!zy'." 
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Of course, if one industry w1 thin a country were to become 

extremely productive, far beyond the average prod.ucti vi ty in compar-

able industries in the same country, it would be unrealistic to sup-

pose that this single industry could become a very high wage island 

in a sea of low wage workers. No one expects such an extreme develop-

ment. On the other hand, it is widely recognized that the entire process 

of the economic development of a less developed country requires that 

the local market be built up thl!eugh the return to workers of ~eir 

fair share of the productivity increases that are achieved in the 

econom;y. 

, As, the ~ead.dent' s Trade Message indicates, we intend to 

encourage the attainment of international fair labor standards through 

appropriate consultation with major exporting nations. At the meeting 

of the Joint~u.s. Japan Committee on Trade and Economic Affairs in 

Hakone, Japan, last November it was agreed that the two governments 

would make a study of labor standards, employment conditions, wages, 

and other aspects of labor policy. 

Furthermore, we intend to propose international discussions 

of charges of unfair labor standards and periodic reporting on labor 

standards in ex:.J?Orting industries. 
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Incidentally, I cannot pass up this opportunity to say 

a 'WOrd in tribute to the great work the American labor oovement 

is doing in this fiel.d. Inq>ortant officials from both AFL and 

CIO unions took a leading role in the formation of the Inter-

national Confederation of Free Trade Unions in 1949. A large 

number of leading u~s. trade unions are -working with the 15 

International Trade Secretariats. Under the aegis of these 

organizations--and in f~~quent formal and informal contacts 
. ' 

of all kinds, including assistance in taking concrete action 

directed to raising standards--leaders of American labor are 

cooperating, on a continuing basis, to help develop and make 

effective indigenous trade unions in all parts of the free 

wrld, especially in l~ge countries. This is a very 

important influence toward fair and rising labor standards 

i~ foreign countries. 
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THE TRADE ASSISTANCE FEATURES OF 
THE TRADE EXPANSION ACT OF 1962 

Having discussed the favorable impact of foreign trade on 

U. S. employment and having indicated the reasons why we believe that 

a new and expanded trade program is needed, I would now like to dis-

cuss some of the details of the program the Administration has 

proposed. 

Secretary Hodges and Under Secretary Ball have testified 

at length concerning the negotiating authority sought in the Act and 

the safeguards afforded to industries and firms. 

My remarks will be directed to the ways in which the Act 

proposes to assist workers whose employment is adversely affected 

by import competition. 

(a) The reasons for proposing a trade adjustment 

assistance proaram. 

The United States has traditionally recognized that some 

protection should be given to American firms and workers who are 

faced with serious tmport competition. However, until' now that pro-

tection has been exclusively supplied by tariffs or other import 

restrictions which had the effect of restricting foreign competition 

and generally subsidizing inefficient domestic producers. 

There are situations where such restrictions are still 

appropriate. As Secretary Hodges and Under Secretary Ball have 

testified, the proposed Act retains these traditional protective 

features--the reservation of items from tariff negotiations, the 

adjustment of imports which threaten national security, and where 
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no other solution is possible, the increase or imposition of duties 

or restrictions on imports which are found to be causing or 

threaten to cause serious injury to an industry. 

However, such features are no longer adequate as the only 

or even primary means of responding to import competition. They are 

inadequate because they do not provide sufficient flexibility in 

adjusting to changing patterns of international trade. The United 

States needs the means to assist American firms and workers to 

adjust to the competition they face. Only in this way can our trade 

continue to grow to the maximum advantage of ourselves and our trad-

ing partners. Only in this way can we adequately assist· those 

Americans who find themselves unable to compete with imports. 

The Trade Expansion Act of 1962 would provide the neces-

sary means to assist firms and workers to adjust to Laport compe-

tition. Let me emphasize that such adjustment does not necessarily 

mean a change of jobs or line of production. It may mean simply 

increased eff!ciency or skill in one's present work or business so 

that foreign competition can be met in the market place and not 

shut off at the port of entry. 

Let me also emphasize that the Pr~sident's program will 

not involve the creation of a vast Government bureaucracy. To a 

great extent it will utilize the services and facilities of exist-

ing programs and agencies throughout the Federal establishment as 

well as State agencies. Moreover, it will not be a program of 
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permanent Government paternalism. It will be, instead, as the 

President has stated, "a program to afford time for American adapt-

ability and American resiliency to assert themselves." 

The importance attached to affording time for chan8e is 

illustrated by one of the most significant of the adjustment features--

the "staging" requirement contained in section 243. Under this sec-

tion, in order to enable American firms and workers to adjust to the 

effects of reductions or elimination of dutie• or other import re-

strictions, such reductions or eliminations would be put into effect 

at a rate no greater than that of equal annual installments over a 

five-year period. 

As I have indicated, the overall effects of our expanded 

trade policy will benefit American workers. However, .its immediate 

effects on some industries, firms and workers may be adverse. Some 

workers may lose their jobs, and for some of these, their hope of 

reemployment may depend on their acquiring a new skill, or changing 

to another industry; some may even have to move to a different loca-

tion. This cacu.rr.ence;. however, is cOIIIIlOn in 1our competitive 

economy . 

We do not expect that many Workers will lose their jobs 

because of tariff concessions in the years ahead. The gradualness 

with which such concessions will be put into effect will greatly 

minimize any displacement . While our estimates are quite rou~h, we 

believe that an average of less than 18,000 per year would be laid 

off because of increased imports in the five years of the proposed 
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I, 

bill's operation . In this COIUlKtio.e it Dlll&t be remembered that 

increased numbers of workers will find employment due to new export 

opportunities opened up by the new legislation • 

• It should be noted that these numbers include not only 

those who will be affected by tariff concessions under the proposed 

bill but a substantial percentage who will be affected by conces-

sions already granted. 

It should also be recognized that this estimate of the 

averaae number who will be adversely affected by imports is only 

2-1/2 hundred~ of one percent of the labor force. 

Small as this number is, the problems can be serious for 

some of the individuals affected. Since their problems will have 

been precipitated by a ~litive Government policy taken in the 

national interest, the Government's obligation to assist them is 

clear. 

One of the · best ways to help workers who have lost their · 

jobs, who have been put on a part-time basis, or who are threatened 

with total or partial unemployment, is to assist their employer in 

order that he can fully employ them once again. Only in this way can 

the seniority, pension and other accumulated job benefits of workers 

be fullFprotected. 

This interest in preserving the employment relationship 

of firms and their workers is manifested in three places in the 

Act. 
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Firat, in section 3ll(b) dealing with assistance to firma 

where it is provided that one of the conditions for the granting of 

such assistance is that the fi~ gives adequate consideration to the 

interests of its adversely affected workers . 

Second, in section 326(b) concerning training, which requires 
• 

that tq~the extent practicable training programs shall be developed 

which will retrain workers to aeet the manpower needs of their 

employer. 

And third, in section 362(b) where the services of an inter-

agency boat-d are made available to the President to advise him "on 
1 

the development of coordinated programs for adjustment assistance to 

fi~ and workers, giving full consideration to ways of preserving 

and restoring the employment relationship ••• where possible, con-

sis tent with sound economic adjustment . " 

As that latter section expressly provides, there is no 

intention to perpetuate inefficient or uneconomic arrangements. 

Instead, there is aBly the very strong desire to assist fi~ and 

their employees who face a common hardship to adjust in a way that 

permits them to progress together . 

Secretary Hodges discussed yesterday the specific provi-
' 

sions for direct assistance to fi~. The Act provides several forma 

of direct assistance to workers who are totally or partially unem-

ployed or who are threatened with such unemployment as a result of 

action taken under a trade agreement. Such workers may receive weekly 

cash payments while unemployed · or "~n~ being. retrained. Training 
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will also be provided where appropriate,following vocational counseling 

and testing. For those who are heads of families, who cannot find 

employment in their community and who have received definite job 

offers elsewhere, provision is also made for payment of the reason-

able costs of the family's relocation • 

(b) Discussion of the proposed worker assistance program. 

There are two general conditions for the granting of 
' ' adjustment assistance to workers under the Act. 

First, employment in the firm or subdivision in which they 

have been working must have been determined to have been affected 

adversely by increased imports resulting from trade agreemen~s action. 

The Act provides that the determination of adverse eff.ect: 

will be made by the President on petition by workers ·in their own 

behalf or by their union or other duly authorized representative . 

In order to find adverse effect the President must con-

elude that the importation of art·icles in increasing quantities as 

a result of a trade agreement bas caused or threatens to cause unem-

ployment or underemployment of a significant number of workers in 

the firm or subdivision. 

Once such a determination has been made individual workers 

of the firm or subdivision in question who have been laid off (totally 

separated) or who have had their hours of work and earQ~~gs reduced 
·~ .• I! . 

substantially (partially separated), will be eligible to apply for 

adjustment assistance. 
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To qualify for any of the forms of assistance, a~worker 

must have worked 1-1/2 years, in the three years prior to his sepa-

ration, and have worked one-half year in adversely affected employ-

ment in the year immediately preceding his separation. In addition, 

he must, if he has been laid off, be available for work in accord-

ance with the requirements of his State unemployment compensation 

law. The disqualification provisions of such law also will apply to 

him unless inconsistent with the ·proposed bill. 

Primary responsibility for the administration of adjustment 

assistance for workers will be vested in the Secretary of Labor. As 

Secretary Hodges has already stated, the Secretary of Commerce, in 

administering assistance to firms, will work closely with the Secretary 

of Labor to assure that full consideration is given to the interests 

of workers in any adjustment programs approved for the rehabilita-

tion of such firms . 

In providing assistance to workers, the Department of 

Labor will operate insofar as possible through the existing State 

agencies. The State employment security agencies, for example, are 

the ·agencies now responsible for performing job counseling, testing, 

and plaeement and for the payment of unemployment insurance. 

Prompt determination of the workers' eligibility for 

assistance is, of course, of the greatest importance. 'It does little 

good to provide a program for assisting those who lose their jobs 

because of import competition, if the procedure for receiving that 
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assistance is so ttme consuming that no assistance is actually 

provided until many months after separation. 

Our goal is to provide adjustment assistance as promptly 

as poseible so that it can help the individual in his time of need, 

not merely provide lump sum compensation after the event. 

The determination of injury which must be made before any 

of a firm's workers can receive adjustment assistance is placed in 

the President by the bill. Once made, the determination will apply 

to workers separated within 2 years thereafter. 

Of major importance is the fact that a petition can be 

filed before the workers have lost their jobs . The bill permits the 

President to find workers eligible for assistance not only if in-

creased tmports have caused, but also if they 11i1JI.llediately threaten 

to cause,• unemployment or underemployment of a significant number 

of the £ira's workers. 

Under present escape clause procedures, the T ariff Com-

mission requires approximately six months in which to make its 

findings as to whether or not injury due to imports has occurred. 

It is intended that under the Trade Expansion Act the ttme required 
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for de~ermination of injury to workers is to be reduced to no 

more t~n 2 months. It is for this reason that the Act requires 

that the Tariff Commission give its advice to the President 

within 45 days. 

You may be sure that the other administrative functions 

will also be handled expeditiously to assure that assistance is 

furnished as quickly as possible. 

The form of assistance which will be most widely used 

will doubtless be the cash payments called Trade .·.Readjustment 

Allowances. These allowances will provide unemployed workers, 

including those undergoing approved training, with 65 percent 

of their individual average weekly wages but not more than 65 

percent of the average wage in manufacturing. 
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Generally, a worker who meets the eligibility requirements 

will be entitled to Trade Readjustment Allowances for 52 weeks ·of 

unemployment. There are two circumstances in which a worker can re-

ceive Trade Readjustment Allowances for more than 52 weeks. Because 

older workers usually have a harder time finding new jobs, and thus can 

expect longer periods of unemployment, the bill provides an extra 13 

weeks of allowances for those who are 60 or over at the time of their 

separation. Also, a worker who has begun a training course while 

drawing a Trade Readjustment A1lowance, and who exhausts his 52 weeks 

before the course is over, may receive payments for as long as the 

course lasts or up to 26 extra weeks, whichever is the shorter period. 

If a worker entitled to a trade readjustment allowance is 

also entitled to unemployment insurance for the same week or weeks under 

a State or Federal unemployment insurance law, his readjustment allow-

ance will be reduced by the amount of the unemployment compensation 

payable, whether or not he has filed a claim for such insuranceo 

If the unemployment insurance payable to a worker is less 

than a trade readjustment allowance to which he would have been entitled 

for the same period, he shall receive the difference when he does apply, 

but the weeks covered by such payments shall be deducted from the total 

otherwise payable to him. 

Thus, duplication and pyramiding will be effectively prevented. 

Trade readjustment allowances are payable for weeks of un-

employment including weeks in which the worker is undergoing approved 

training. In order to encourage workers to accept work even though 

full-time work is not available, weeks of unemployment also include 

weeks in which the individual earns less than 75 percent of his average 
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wage and in which he works less than full-time. Only half of the 

remuneration earned will be deducted from the allowance otherwise 

payable for such week. A partially separated worker, i.e., one who 
is still working for the adversely affected firm must in addition to 

receiving less than 75 percent of his regular wages have a cut in hours 
of 20 percent or m::>re, to be eligible. 

In no case, however, will Trade Readjustment Allowances be 
paid in an amount which, when added to unemployment insurance and wages 
for the week, would exceed 75 percent of the workerfs average wages. 

In some cases, as I have already emphasized, the workers un-
employed as a result of trade agreements action will have to develop 
new skills in order to find new jobs. This is fully recognized in the 
Act by section 326 which provides for counseling, testing, and training 
where appropriate. 

The provisions of the Act are designed to encourage the 
individual to enter approved training programs. Not only can those 
who accept such training continue to receive the weekly trade readjust-
ment allowance, but those who refuse training without good cause will 
not thereafter receive such allowances unless and until they subse-

quently do accept training. As I mentioned earlier, readjustment allow-
ances may be extended for as much as 26 additional weeks in order to 
assist a worker to complete a training program. Also, if the place 
where the worker is sent for training is not within commuting distance, 
he may receive additional payments for transportation to the training 
location, and subsistence costs while he is there. 
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The bill recognizes that, although every effort will be made 

to assist workers to remain with their present employers, and failing 

that, to develop new skills for employment in their area, some indivi-

duals will have to look to other areas to find suitable employment • 

Single workers, particularly younger workers who have not 

accumulated much seniority with their former employer, are relatively 

mobile. However, it is a different matter for the head of a family. 

Not only does he tend to be older and to have more of a ~stake" in his 

old job and in his community--but the costs of relocation are frequently 

too great--even when he has a definite job offer. 

The Act seeks to remedy this situation by providing_relocation 

payments for heads of families who have no reasonable prospects of suit~ 

able re-employment where they are, and who have been offered suitable 

employment with a reasonable expectation of long duration in some other 

area. The relocation payment will consist of the expenses of moving 

the worker, his family and their household goods, and a cash payment of 

2-1/2 times the average weekly manufacturing wage--which today would be 

about a $230 payment. 

I would like to emphasize that relocation is entirely voluntary 

both for tne worker and the community into which he might move. Only if 

the worker voluntarily chooses to move to a place where a job is available 

will he be offered this financial assistance. Only if an employer in 

another community has voluntarily made a firm and suitable job offer which 

is not available in his home community will the worker be assisted. 
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(b) Comparison of forms of assistance with benefits in 

existing or other proposed legislation. 

There may be some question in your minds about the reasons 

why this Trade Bill proposes to set adjustment allowances at 65 percent 

of the affected worker's individual wage, while the Administration's un-

employment insurance bill (H.R. 7640) only prescribes a 50 percent 

benefit level. 

Let me first point out that there is a basic difference between 
the Administration's general unemployment insurance bill and the Trade 
Expansion Act. 

In the Trade Expansion Act the allowance is a Federal payment 
and benefit. This allowance should thus provide the amount which the 

Federal Government considers necessary and adequate to facilitate the 

adjustment of affected workers to the changed circumstances resulting 

from the proposed new trade policies. 

Under the unemployment insurance system the benefits are State 

benefits, payable out of funds collected through a tax on employers in 
the States. 

In the Administration's unemployment insurance bill the Federal 
Government prescribes only the minimum benefit level which States are to 
meet. The States may pay a worker a larger benefit than 50 percent of 

his average weekly wage, the minimum specified in H.R. 7640. In fact, 
some States now provide benefits of as much as 67 percent of their average 
weekly wage for the lowest paid workers, or raise the benefit level by 
providing additional benefits to workers with dependentso 
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Most affected workers are expected to be in low wage indus-

tries. The amount of trade readjustment allowances to be paid to 

workers in suc.h industries will be little, if any, higher than the 

unemployment insurance benefits paid to such workers under some state 

laws. If rea.Qjustment allowances. were set at a level equivalent to 

only 50 percent of a workerts av:erage weekly wage, many workers would 

receive a weekly allowance of ~ than the national average weekly 

unemployment insurance payment. 

The 52 :weeks during which workers can receiVe Trade Readjust-

ment Allowances if they remain unemployed that long is longer than any 

of the various durations provided by State law for unemployment insur-

ance payments even with the 13 additional weeks of benefits now provided 

by the Temporary Extended Unemployment Compensation Act or which could be 

paid under the Administration t s unemployment insurance bill. In addition, 

the trade bill provides that workers over 60 can get 13 additional weeks 

of trade readjustment allowances, and that during training they can get 

up to 26 additional weeks if they need training for that long a period. 

Under the Manpower Development and Training bill, the ma.ximwn duration 

of training allowances is 52 weeks. 

We believe that the worker assistance provided by the trade 

bill, both in level and duration, is justified and appropriate. 

First, we have imposed employment tests which are consider-

ably more strict than those in the unemployment compensation system. 

These tests will assure that only those with a substantial attachment to 

the labor force are eligible for adjustment assistance. 
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We have imposed these tests in part so that eligible workers 

could be offered enough assistance to make an adequate adjustment. In 

this connection, it should be remembered that a significant number of 

the workers who will be adversely affected by imports are older workers 

who will probably encounter difficulty in finding new employment. We 

want tq be sure that the allowances they receive will not only be 

sufficient in amount but will also be sufficient in duration while 

they are being assisted to find other jobs or being retrained for 

different jobs. We further intend that affected workers will not be 

denied retraining or job opportunities because they cannot afford the 

cost of travel to the place where such retraining or job opportunity 

exists. 

The Government has a special responsibility to these workers who 

suffer hardship because of its own trade policy. Such workers are not 

casual ties of supply and demand, technology or any other imperso.nal force. 

In a very real sense their displacement is the price of our decision to 

expand trade to improve conditions for our people as a whole. As the 

President ,has suggested, the obligation we owe such workers is akin to 

that we owe to the veteran. We have long considered it appropriate to 

provide special programs for that group which exceed those for the general 

population. We should do likewise in this case. 

I have discussed that part of the Act which is the particular 

responsibility of the Department of Labor and to indicate the care that 

the Administration has taken to insure that those workers who do suffer 

hardship from our trade expansion program--however few in number--will 

nqt be neglected. 
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As my remarks have indicated the Administration has proposed a 

generous trade adjustment program for workers injured by imports as an 

integral part of the Trade Expansion Act. As a humane Government we 

recognize our responsibility to provide adequate assistance to those who 

may be injured by a deliberately chosen Government trade policy. This 

does not mean that we believe that an enormous new program will need to 

be laW1clleu. As I have already stated our estimates show that the number 

of workers involved will not be significantly large. 

CONCLUSION 

In conclusion may I emphasize that we are committed as an 

Administration and I hope as a nation to a bold imaginative policy lead-

ing to the rapid and extensive liberalization of trade possibilities. 

This policy is take.n in the co.ntext .not only of the rnaximwn possible 

benefit to American industry and labor but as a means of achieving ecooomic 

growth and strength for industry and labor in the entire free world. 

As Secretary of Labor I heartily endorse the Administration's 

.new trade program and the bill in which it is embodied, H.R. 9900. 

I do so mindful of my obligations as Secretary of Labor under 

the Department ' s basic charter "to foster, promote, and develop the 

welfare of the wage ear.ners of the United States, to improve their work-

ing conditions, and to advance their opportunities for profitable 

employment. u 

I am convinced that the Administration's proposed program will 

substantially benefit the Nation's workers, jobs, wages, and prospects 

for economic growth. 



Attachment 

Domestic Employment Attributable to u.s. Exports, l9bO 

State Distribution 

(In thousands) 
l Export y y 3/ Employment 

State Total Fann Manufacturing All other as a percent 
of State 

Employment 

Alabama • •••••.•..•.•• 71.3 44.9 17.1 9.3 9.4 
Arizona .•... ....•..•• 21.8 12.9 3.5 5.3 7.1 
Arkansas ••••••••••••• 71.5 61.9 5.2 4.4 14~0 
California ••.•••••••• 213.e 45.6 1106.1 62.0 4.9 
Colorado ••••.••.••••• 22.7 9.4 5.6 7.8 4~ 8 
Connecticut •••••••••• 51.7 1.9 43.3 6.4 6.1 
Delaware ••••••••••••• 7.4 1.0 4.4 2.0 5.0 
Florida •...••..•.•••• 50.8 19.2 12.8 18.7 4. 3 
Georgia . ...........•• 73.2 41.3 20.4 11.4 7.0 
Idaho • .........•••.•• 11.2 7.0 1.9 2.3 5. 9 
Illinois ..•••••.•..•• 197.3 24.4 126.4 46.6 6.1 
Indiana •..••••••..••• 83.7 15.7 54.5 13.5 5. 7 
Iowa .•. ..... , ..•.•..• 48.8 22.7 17.5 8.6 5. 7 
Kansas • •••••.•••••••• 39.8 21.3 8.3 10.2 6.6 
Kentucky ••••••••••.•• 52.8 27.3 13.2 12.3 6.8 
Louisiana •••••••••••• 70.2 35.3 ll.5 23.4 8 ~8 
Maine • •.••••.•••...•• 9.2 1.5 5.4 2.4 3.4 
Marylan.d • •••••••••••• 39.0 4.8 22.3 12.0 4. 8 
Massachusetts ••••••.• 71.7 1.6 54.7 15.5 4. 2 
Michigan ••••••••...•• 115.4 13.5 81.0 21.0 5. 2 
Minnesota •••••••••••• 56.3 23.7 16.7 15.9 5. 3 
Mississippi ••••.••••• 76.9 65.4 7.1 4.5 13 . 6 
Missouri • ...•.......• 66.5 24.2 23.8 18.5 4.6 
Montana •••••••• •••••• 12.7 8.1 1.4 3.2 7. 2 
Nebraska • ••••••••••.• 25.4 15.9 3.3 6.3 5.5 
Nevada ••••••••• •...•• 2.9 .8 .3 1.8 3.2 
New Hampshire •••••••• ?.6 .5 5.9 1.2 4. 0 
New Jersey ••••••••••• 93.6 2.3 73.1 18.1 5.1 
New Mexico ••••••.•••• 13.5 5.8 1.7 6.0 6. 1 
New York ••...•••..••• 241.5 9.7 144.4 87.3 4. 4 
North Carolina ••••••• 89.2 50.7 28.2 10.3 6. 2 
North Dakota ••••••••• 14.0 11.5 .2 2.3 7. 6 
Ohio .• .•..•......•••• 174.8 14.7 128.8 31.4 5. 9 
Oklah.oma •••••.••• •••• 43.8 26.1 8.0 9.6 7. 1 
Oregon . •••.•.•.•..••• 23.3 4.5 10.0 8.8 4G6 
Pennsylvania ••••••••• 190.8 10.2 136.0 44.6 5.5 
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Domestic Employment Attributable to U.S. Exports, 1960 

State Distribution--Continued 

(In thousands) 
Export y ~/ 21 employment 

State Total Farm Manufacturing All other as a percent 
of State 

em:eloyment 

Rhode Isl a.rx:i •••• ~ ••••••• 11.5 .1 9.2 2.2 4.5 
South Carolina •••••••••• 48.8 30.8 13.3 4.7 7.2 
South Dakota . •.......••• 11.0 9.0 .4 1.5 5.6 
Tennessee ••.•..........• 70.4 37.6 20.9 11.8 6.9 
Texas • •••••••••.•...•••• 231.3 129.0 41.7 6o.6 9.1 
Utah . .•.•....•........•• 11.2 2.4 4.1 4.7 4.8 
Vermont • ••••••••.••.•.•• 6.5 2.1 3.4 1.0 5.4 
Vir gi nia .... o • • • • ••••••• 63.9 15.1 20.8 27.9 6.2 
Washington •••••••.•••••• 57.1 7.3 38.8 n.o 7.5 
West Virginia ••.••.••••• 32.1 2.7 13.2 16,2 6.9 
Wisconsin ••.•..........• 65.6 13.7 41.6 10.3 s.o 
"Wyomi11g ••••••••••••••••• 6.2 2.8 .2 3.2 6.4 

4/ 
Total-••••..•.•.••••• 3,081. 7 941.4 1,413.7 726.4 5.8 

y State distribution of farm employment was made jointly by the U.S. Depart-
ment of Agriculture, Economic Research Service and the U.S. Department of Labor, 
Bureau of Labor Statistics. These state distributions were made by using data of 
the Economic Research Service which took into account regiom.l prcrluctivi ty factors 
for each of the crops. The resulting estimates of regional anploym:mt attributable 
to exports were allotted to each of the states in proportion to its share of the 
regional value of production for each of the crops. 

?} State distribution of manufacturing employment was prepared by the U.S. 
Department of Commerce, Office of Business Economics and Bureau of the Census and 
tre Bureau of Labor Statistics. The procedure followed involved use of data on 
the local origin of exports in 1960 coll~cted in a special survey by the Bureau of 
the Census and the state data in the 1958 Census of manufacturers. Each irrlustry 
was distri buted separately; the distributed estimates were then summed to obtain 
total manufacturirg anployrrent in each state. 21 State distribUtion of mining employment was based on data prepared by the 
U. S. Departrrent of Interior, Bureau of Mines and U.S. Department of Labor, Bureau 
of Labor Statistics. Wholesale trade was distributed by U.S. Department of Commerce , 
Bureau of the Census using the state distribution of wholesale trade in the 1Y58 
Census of Business. Railroad transportation was distributed by the Bureau of Labor 
Statistics using data from Ameri qan Association of Railroads showing state employ-
ment of railroad employees. The state distribution of the services irrlustries , 
banking arrl finance, transportation, except railroad, construction and all remain-
ing sectors was made by the Bureau of Labor Statistics using the state distribution 
of each of these sectors in the 1Y59 County Business Patterns. 

4/ Alaska, District of Columbia, and Hawaii are not shown separately but in-
cluied in the total. 
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~fv(~~~ March 23, 1962 

Memo to: Senator 
cc: Jack Piotrow 

From: Bill 

R. Henry Rountree, presently the Chief of the Economics Division, 

Export-Import Bank, and shortly to become one of its Vice Presidents 

( also in charge of Congressional Liaison) came in to see me about 

your comments on the floor of March 19th on export trade. 

He wanted to give us a report as to how rapidly the Foreign Credit 

Insurance Association was developing and to reassure you that there are 

some important policy, administrative, and personnel changes being made 

at the Export-Import in the direction that we are looking for. 

In the last 6\ weeks, since the FCIA has been in existence, there 

have been 632 applications for credit insurance amounting to 626~llion 

dollars. Of this)632 there have been 407 quotations and 128 binders are 

now in force. 

All of these have been for up to one year short-term policies, but 

they are expecting to move rapidly as soon as they have their personnel 

set, to move into the medium term -- up to five years of financing. 

Rountree says that the cost of this financing, which is carried on 

by a partnership between the major insurance companies and the government, 

is below the cost of the German program and somewhat above the cost of 

the British (which is operated at cost). 

He flatly states that when we get into the medium length (up to five 

year credit program) that we are going to have a superior program to the 

Germans and the British. Under the existing program, the private insurance 

companies and the government share the commerical credit risk about 50-50, 

but the idea is to shift this commercial credit over to the private insurance 
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companies, with the government retaining only the political risks. 
Another advantage he points out of having these insurance companies 
working in the Association is that an exporter does not have to come 
to Washington or any central office, but can operate through any 
insurance company, in order to arrange his insurance. 

previously talked to Jack Behrman, Assistant Secretary of 
Commerce, about some other objections to import-export procedures and 
one was that Export-Import was not exercising its advance commitment 
procedure. Rountree says that this procedure is now being implemented. 
About one-third of the applications in the past several months have used 
this new procedure. 

Behrman's objection is that the Bank has been tC¥conservative, was 
not taking enough risk as shown by its high profit and low defaults record. 
Rountree's answer was that he agrees fully, but that the new Board is 
much more liberal, and already there are signs that there will be more 
risks taken -- although the Bank is not about to get itself into a 
position of losing large amounts of money. 

Incidentally, Behrman is having some difficulty in getting enough 
cases worked up to backstop your talk on the need for expanded credit for 
exporters, but they are working on it. They have a first draft which is 
now under study by the Under Secretary. Behrman also wants to talk this 
over with Export-Import, so that we can try to get Export-Import to come 
in our direction before you even get out publicly on it. 

I think it would be well, when we get Behrman's proposed talk, to call 
this fellow Rountree. He is extremely sharp and articulate and I think 
you would enjoy talking this pro.lem over with him. 



-
FLYNN WORK FILE RECIPROCAL TRADE 

AprU 21 1962 
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THE SECRETARY OF COMMERCE 
WASHINGTON 25, D. C. 

MAI ::;· • .._ 7. 196 

Honorable Hubert H. Humphrey 
United States Senate 
Washington 25, D. C. 

Dear Senator Humphrey: 

I am terribly sorry that you were unable to attend the meeting in Senator Mansfield's office on March 13 where we discussed the President's pro-posed Trade Expansion Act, but I know how busy your schedule is. 
Because o f the questions raised by several persons present as to the methods used to prepare our state-by-state export origin surveys, I am enclosing a copy of a memorandum which we have prepared to explain how the figures on exports of manufactured goods by states were derived. 
I would like to emphasize that the Bureau of the Census was able to pin-' point the origin of $9. 8 billion of the $16. 9 billion of U. S. exports of manufactures in 1960 , from the responses to 7, 496 questionnaires which the Census Bureau received directly from manufacturing establishments throughout the nation. Of the $7.1 billion unreported balance, an esti-mated $1. 4 billion is the difference between value at port and value at plant represented by transportation and other handling. 

The Census Bureau distributed the remainder of about $5. 7 billion by states using specifications supplied by our Office of Business Economics on the basis of statistical information available in the Census Bureau. These specifications included such factors as the number of employees in the industry working in the state in question. 

Because of the importance of the studies themselves, I respectfully request you to read the attached memorandum and believe you will find that it thoroughly justifies your reliance on the Survey. 

F or your possible use, I have also enclosed a copy of the Department's Export Origin Survey on your state. 

Enclosures (2) 
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DISTRIBUTION OF EXPORTS OF MANUFACTURED GOODS BY STATES . -y 
Total exports of manufactured products amounted to $16.9 billion, value at port.(1960) 
The Survey conducted by the Bureau of the Census accounted for exports of $9.8 bil-
lion, f.o.b. plant, from establishments each employing more than 100 workerS and 
exporting $25,000 or more in 1960. A part of the $7.1 billion unreported differ-
ence is the difference between value at port and value at plant represented by 
transportation and other handling. The Department of Labor has estimated this 
difference at $1.4 billion, leaving an unreported remainder of $5.7 billion, f.o.b. 
plant, representing exports through wholesalers and others whose intention to ex-
port was not known to the manufacturer, and by small manufacturers not covered in 
the Survey. 

This remainder was distributed by States by the Bureau of the Census using speci-
fications supplied by the Office of Business Economics an the basis of statistical 
information available in the Census Bureau. 

Two procedures were used in making these distributions. Stated in over-simplified 
and general terms, they were: 

1. For those industry groups in which the Census Survey accounted for a substan-
tial proportion of total exports of that grou~, the state was assigned the 
same proportion of the unreported exports as represented by its share of the 
total reported exports. 

2. For those industry groups in which the Census Survey accounted for only a 
small proportion of the total exports, the State was assigned the proportion 
that corresponds to its share of total U.S. employment by that industry group 
as reported in the 1958 Census of Manufactures. 

These procedures were considered the best available for determining the share of 
a known total of exports not reported in the Survey to be distributed to each 
State. The procedures were uniformly and mechanically applied. 

Although it is recognized that any such procedure, uniformly and mechanically 
applied, may result in distortions for some industry groups for some States, the 
results obtained through the use of the selected procedures are generally re-
garded as reasonable . The distributed state shares are considered particularly 
reliable with respect to total manufactured exports originating in a State. 

The balance of exports of manufactured products not reported in the Survey was 
distributed only by States. It was not considered practicable to distribute 
this difference to Congressional Districts and other smaller areas. 

l} This figure exceeds the Department of Commerce figure based on export declara-
tions by some $800 million. WTIS Report, Part 3, No. 61-4. January-December, 
1960. The total figure used in this report includes exports to Puerto Rico 
and certain other adjustments developed by BLS in their study of direct and 
indirect employment attributable to exports. 

Department of Commerce, March 1962 
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FOREWORD 

In response to many requests from the Congress and the public for information re-
garding exports from each of the States, the Department of Commerce has prepared 
a series of export origin studies .. The Department has had the valuable assistance 
of the Departments of Agriculture, Labor, and Interior in the preparation of these 
interesting studies showing the value of manufactured, agricultural, mineral, and 
fishery exports from each of our 50 States and, where possible, their sub-divisions. 

On the import side, the relevant information is of a very different nature. The 
most meaningful measure of the importance of imports to the economy of a State or 
its sub-divisions is in terms of the particular area's share of total domestic pro-
duction of the related imported item. Tabulations of the relationship between 
total national production and imports of manufactured goods have been published by 
the Bureau of the Census for 1958 and currently are being brought up-to-date on a 
national scale by Census for public release in the next few weeks. 

The section of each study dealing with manufactured exports is based on a nation-
wide survey of export origin by the Bureau of the Census. This survey is the first 
of its kind in our history, and has provided comprehensive data never before avail-
able on a national scale. 

The studies show that exports originate in every one of our States in significant 
quantities, and thereby contribute to the economic well-being of American business-
men, workers and communities. 

These studi.es relate to exports which have occurred in the recent past, and do not 
indicate the increasing opportunities to expand our international trade. Yet, the 
whole fabric of world trade is changing rapidly. For example, the creation of the 
European Common Market, with its potentials for economic growth, presents American 
business and labor with a great opportunity to increase exports to help satisfy 
the growing European demand for goods and services. 

The United States enjoys a substantial surplus in its merchandise trade with the 
rest of the world. In 1961 our merchandise exports excee.ded our merchandise im-
ports by about $5 billion. This surplus is essential to the national security of 
the United States because it helps us pay for our military and economic aid and 
other national commitments abroad. These commitments, of course, are designed to 
help assure security of the Free World and to assist the less-developed nations to 
achieve higher standards of living and to develop their markets . 

Despite a favorable trade balance, however, the United States has been experiencing 
a deficit in its international accounts. Settlement of this deficit has led to an 
outflow of United States gold and dollars. To alleviate this outflow, it is vital 
that we increase our exports . Thereby, we will further increase our trade surplus 
and help to pay for our international commitments without the necessity of settling 
in gold . 
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Exports benefit domestic employment, lead to profits for our businessmen, pay 
for our imports, and help pay for our national commitments. Importantly, they 
also strengthen the United States and its allies. 

Today, the Soviet Union and members of the Communist bloc are engaged in a cam-
paign to "bury us" through economic warfare. They are increasing their trade 
throughout the world. They feel that through trade they can generate alliances 
and allegiances. Our country must counterattack with a trade offensive of its 
own, and exports must be our weapon. 

Thus, international commerce has become both an important key to prosperity and 
economic growth here at home and to the vitality and cohesiveness of peace-
loving nations everywhere. A step toward an increase of international com-
merce is a step toward a stronger America and a stronger Free World. 

February 1962 
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IMPORTS AND THE AMERICAN ECONOMY 

Imports, directly or indirectly, are in daily use in every American home, 
factory, office, and farm. They are essential to our economic growth; 
they contribute to our security. Without imports, we would be lacking 
many raw materials required for our manufacturing industries, foodstuffs 
necessary to enrich our diet, and finished consumer goods important for 
our physical comfort. U.S. imports in recent years have constituted 
only about 3 percent of our gross national product, but they supplement 
decisively our own resources. Lacking them, fundamental changes would be 
necessary in our national life. 

Competitive Aspect of Most Imports Minor 

Most U.S. imports--60 to 65 percent--are basically non-competitive with 
domestic production. They are goods which are not produced at all in the 
U.S., goods on which the U.S. depends heavily for the bulk of its supplies, 
and goods which are essential for minimizing producers' material costs. 

The remainder--between $5 billion and $6 bi'J lion, or less than 2 percent 
of· our gross national product- -offers varying degrees of competition with 
domestic production. 

In 1960, nearly $7 billion, or almost half of our imports consisted of 
crude materials and semimanufactures requiring further processing in U.S. 
Jnanufacturing plants before ultimate consumption. Another $3i billion 
represented imports of crude and manufactured foodstuffs, most of which 
are either not produced in the U.S. or are produced in insufficient quan-
tities for our needs. The remaining $4~ billion represented imports of 
finished manufactures. 

Among the indu~trial raw materials for which we depend largely on imported 
supplies are such essential commodities as natural rubber, manganese, 
chrome and industrial diamonds. We now obtain from foreign sources the 
great bulk of our supplies of tin, nickel, and newsprint, over one-half 
of our raw wool, one-third of our iron ore and copper, and one-fifth of 
our crude petroleum. 

Our dependence on many of these materials from abroad is growing. For 
example, imports of bauxite- - the material from which aluminum is made--
amounted to 65 percent of our new supply in 1950; in 1960, imports were 
81 perc·ent of the total. 

Imported raw materials are also necessary for the production of numerous 
items familiar to consumers. To build an automobile, for example, over 
30 key imported materials are required. For a modern t elephone, nearly 
half of the crude materials are obtained from foreign countries. 
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The use of imported materials helps reduce the cost of many finished 
products to industry, to farmers, and to ultimate consumers alike. 
Many of our raw material imports supplement scarce resources in the 
U.S. Their availability not only helps conserve these resources, but 
also makes possible the use of basic industrial materials at a cost 
considerably lower than if our supply were limited to domestic re-
sources. Many commodities included in the Nation's stockpile of 
strategic defense materials are obtained exclusively from abroad. 

Among the foodstuffs which we import, in recent years from two-fifths 
to nearly one-half have consisted of tropical products--coffee, tea, 
cocoa, bananas, spices--for which foreign sources provide the entire 
supply. Roughly one-half of our sugar and nearly as much of the fish 
marketed in this country is of foreign origin. 

Benefits Derived from Competitive Imports 

Directly competitive imports are mostly of manufactured goods, which 
increased from $2.8 billion in 1957 to $4.5 billion in 1960, following 
the reemergence of Europe and Japan as major world suppliers. Many of 
these imports--German cars, French perfumes, English woolens, Japanese 
zoris (sandals), Swedish glass, for example--present the American con-
sumer with a vider range of taste and style than he would otherwise 
have. Often these new products stimulate new production here in the 
U.S. as was the case with the current range of American compact cars. 

Competitive imports also stimulate our growth and efficiency by en-
couraging a shift of investment away from low-wage, less competitive 
sectors of the economy and towards high-wage, growth industries where 
there exists the prospect of higher earnings derived from clear tech-
nical and technological advantages. Furthermore, during a boom phase 
of the business cycle, imports help relieve supply shortages and miti-
gate inflationary price movements. At the beginning of the Korean 
conflict, for instance, the availability and prompt delivery of Euro-
pean stee.lmill products was of notable assistance in avoiding serious 
product.ion bottlenecks. 

Of prime importance is the fact that imports provide dollar exchange 
needed by foreign customers to purchase our goods. At least three-
quarters of our growing exports in recent years have been paid for 
with dollars earned from foreign sales to us. Our export sales, in 
fact, in a large deg~ee depend on our ability to import. 

In summary, the importance of imports to the U.S. economy has been 
succinctly stated by President Kennedy in his speech before the Na-
tional Association of Manufacturers in New York City last December, 
"We need imports if other nations are to have the money to buy our 
exports and the incentive to lower their own tariff barriers ... We need 
imports to give our consumers a wider choice of goods at competitive 
prices. We need imports to give our industries and defense establish-
ments the raw materials they re~uire at prices they can afford--and to 
keep a healthy pressure on our own producers and workers to improve 
efficiency, develop better products, and avoid the inflation that 
could price us out of markets vital to our own prosperity." 
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EMPLOYMENT AND FOREIGN TRADE 

The Bureau of Labor Statistics has estimated that the employment re~uired in 
exporting the more than $20 billion of merchandise exported from this country 
in 1960 was the e~uivalent of 3.1 million jobs. 

This estimate represents the average employment throughout the year 1960 at-
tributable to the production, transportation and marketing of goods for export. The number of workers who were engaged in export employment at some time during 
the year was, of course, far larger than the figures indicate. 

Of the 3.1 million total, almost half were involved directly in producing, transporting, or marketing the exported goods, with the other half in support-
ing industries --e.g., making the steel contained in exported machinery, the tires and upholstery fabric on an exported automobile, etc. 

The BLS estimates do not include the extensive additional employment resulting from the income-generating effects of export-related employment, i.e., employ-
ment re~uired to produce food, clothing, housing, etc. purchased by workers 
whose jobs are related to exports. Such inclusion would significantly increase the estimated employment affects. 

Most of the jobs attributable to exports were in non-farm industries (2.1 mil-
lion). An estimated 1.3 million jobs were in manufacturing industries and 0.6 million of these were directly related to production for export. The individual manufacturing groups which stand out as making the heaviest contributions to ex-
port employment are chemicals, primary metals, all types of machinery, and trans-portation e~uipment. 

These figures represent an estimated number of jobs, directly and indirectly, 
supported by exports. However, the role of exports in the American economy is far more important than is indicated simply by these figures. The export busi-ness of many manufacturing establishments may provide the margin which makes 
the entire enterprise profitable. A Bureau of the Census Survey shows that at least 6 million workers are employed in manufacturing plants that export. This Census Survey covered manufacturing plants employing more than 100 workers and exporting more than $25,000 in 1960. 

Exports, based on the Census Survey, are not concentrated in just a few plants in a few localities, but occur in every one of the 50 States. It is clear that U. S. exports affect the economic wellbeing of workers and businesses in almost 
every community. About 650,000 jobs in manufacturing establishments are di-rectly dependent on exports, according to BLS estimates, and a like number in 
these or other manufacturing establishments are producing components to be in-cluded in exported products. In addition, a large portion of the export jobs accounted for in agriculture, trade, transportation and other nonmanufacturing activities are re~uired to provide the raw materials and to perform other opera-tions needed in exporting the $15.5 billion of manufactured products. 

The imperative need we face is to create about five million new jobs every year for the next several years. The growth in trade envisaged by the Trade Expansion Act will provide a significant number of these new jobs necessary to full employ-ment. 
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The effect of imports on the employment is more difficult to measure, primarily 
because of difficulties in determining precisely which of our imports are com-
petitive with domestic production. We suffer no job loss at all, for example, 
from imports such as coffee and tin -- which we do not produce at all -- or from 
imports such as newsprint, which we do not produce in sufficient quantities to 
meet our domestic needs. These imports actually create jobs for those handling 
and processing such imports. 

The employment picture in industries producing items affected by imports is 
further clouded by the fact that circumstances other than imports, principally 
technological change, may also significantly affect employment in those indus-
tries. Thus in the textile industry, while employment has declined since 1953 
by two hundred thousand workers, domestic production has remained almost con~ 
stant. Some of this reduction in employment is unquestionably related to the 
increase in textile imports, but separating the impact of imports from that of 
technology in such an industry is obviously not an easy task. 

If American businessmen cannot compete for the growing purchasing power of the 
European Common Market and other areas and if we cannot find expanding outlets 
for the goods of an expanding economy, this Nation's economic growth will be 
slowed and American labor will be adversely affected. 

EMP-2 
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EXPORTS FAR EXCEED IMPORTS FOR MAJOR COMMODITY GROUPS 

Other 
Countries 

Western 
Europe 

Agricultural 
Products 

$4.8 Billion 

Exports Imports 

Machinery 
(Electrical, Construction, 

Metalworking, etc.) 

Exports Imports 

Transportation 
Equipment 

(Autos, Aircraft, etc.) 

Exports Imports 

Just over one-third of U.S. Imports are considered to be directly competitive with domestic production. 

Note: Data relate to 1960. 

Chemicals Coal 

Blion 

Exports Imports Exports Imports 
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THE STATF: OF MIN~SOTA AND FORT<::IGN TRADE 

SlJMHA..~Y HIGHLIGHTS 

Foreign trade has a direct impact on every community, its economy, its industries, 
its workers, its farmers--the life and livelihood of all of its people. 

MANUFACTURED EXPORTS 

Exports of manufactured goods from MINNESOTA amounted to $176.4 million in 1960, 

107 MINNESOTA establishments each exported more than $25,000 in 1960. 

MINNBSOTA workers were em lo ed in these establishments. 
Tota1 mnnber of manufacturing workers in MINNESOTA in 1958 was 209,191, 

accordin~ to the most recent Census Bureau Survey of Mlnufactures.) 

MIN~SOTA's major exporting industries are: Non-electrica} machinery, food and 
kindred products, instruments and related products, electricaJ machinery, 
chemicals and allied products, and paper and allied products. 

AGRICULTURAL EXPORTS 

billion of a i-

and nuts, 

About 23.700 MINNESOTA farm workers may be attributed to the production of farm 
products that were exported both in unproces~ed and in processed form. This 
number represents 8.9% of the 266,000 total workers on farms, (Estimates by 
the Departments of Agriculture and Labor.) 

MINSRAL EXPORTS 

E orts of iron ore from MINNESOTA amounted to 2 7 million in 1 60 (6.3% of 
local production • 

12,q75 workers were employed in MINNESOTA's iron ore mines. 

The fol1owing individual companies are iJJustrative of those which contribute to 
the merchandise exports of MINNESO~. They have extended permission to be 
identified as companies particip~ting in direct exports: 

ALBF.RT IEA 
King-SeeJy Thermns Co. - Fabricated metal products and non-electrical 

machinery 
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AUSTIN 
Geo. A. Hormel & Co.- lard, pork, dffal, beef offal, canned meats 

DUL'UTH 
Clyde Iron WOrks, (Republic Industrial Corp.)- Hoists, cranes 
Diamond Tool and Horseshoe Co. - Mechanic handtools 

FAIRMONT 
Fairmont Railway Motors, Inc. - Railway maintenance-of-way e.quipment 

FARIBAULT 
McQuay, Inc. - Air-conditioning units, refrigeration equipment 

G!ENCOE 
Telex, Inc. - Hearing aids, electrocoustic devicea, other electronic 

equipment 
HASTI~ 

F. Fl. Peavey & Company - Flour 
HOPKINS 

Motec Industries, Inc. - Farm machinery, materials-handling equipment 
HUTCHINSON 

Kraft Food J')ivision. Bational,~iry Products C6rp. - Dairy products 

I.AKE CI'IY 
Di-Acro Corporation - Metal-forming machine tools 

MARSHALL 
Marshall Produce Co. -Fresh eggs .and egg solids 

MINNEAPOLIS 
Archer-Daniels-Midland Company - Linseed oil, crude and processed 
Cream of Wheat Division, National Biscuit Co. -Cereal preparations 
Despatch Oven Company - Industrial ovens, furnaces, and other heat process-

in~ equipment 
Durkee-Atwood Company - Auto~otive and !ndustriaJ rubber products 
Hyprade Food Products Corporation - Coffee 
Maico Electronics, Inc. - Hearing aids, audiometers, auditory training 

instruments, electronic st~thoscopes 
McQuay, Inc., -Air-conditioning units and refrigerating equipment 
Minneapolis-HoneyweJl Regulator Co. - Automatic heating controls, air-

conditioning, and refrigeration 
Motec Industries, Inc. - Farm tractors 
The Pillsbury Company - Flour 
Pioneer Engineering Division, Poor & Company - Rock crushing, screening, and 

washing plants 
Possis Machine Corporation, Guarant~e Generator and Armature Co. - Machinery 

for manufacture of armatures, stators, 
coils 

Rogers Hydraulic Incorporated - Hydraulic presses 
Smith Welding Equipment Division, Tescom Corporation - Equipment for oxyacety-

lene welding and cutting 
OM.w Division., Studebaker-Packard Corporation - Electric generator sets 
G. H. Tennant Company - Floor maintenance equipment 
Thermo King Corporation - Refrigeration 
Unipress Company, Inc. - laundry machinery, ironers 
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MJRA 
Dairy Equipment Division, Blaw-Know - Food-and-milk drying equipment 

OWATONNA 
Owatonna Tool Company - Hydraulic presses and handtools 

ROCHESTER 
Libby, McNeill & Libby - Processed canned and frozen foods 

SAINT PAUL 
Capitol Ge~rs, Inc. - Marine reverse and reduction gears 
Koppers Company, Inc. - Coke 
Northwe~tern Refinin~ Co - Gasnline and home-heating oils 
Rayette, Inc. - Beauty salon cosmetics, hair preparations, and beauty 

salon equipment 
Standard Conveyor Company - Conveyors 
Standard Packaging Corporation - Remembrance advertising materials 
Telex, Inc. - Hearing aids, electrocoustic devices, other electronic 

equipment 
Y~irlpoo] Corporation - Refrigeration products 

SARTELL 
De Zurik- Corporation- Valves, and miscellaneous papermill equipment 

SPRING GROVE 
Mansfield Industries, Inc. - Photograppic equipment 

SPRING PARK 
J. R. Clark Company- Fabricated metal products, ironing tables 

S TILU..rA 'reR 
Maple Island, Inc. - Whole milk powder, milk-processing machinery 

WASRCA 
Birdseye 'Division, Genera] Foods Corporation - Frozen fruit and vegetable 

products 
E. F. Johnson Ccmpany - Electronic equipment and components 

WINONA 
Bay State Milling Company - Flour 
lake Center Switch Company - Stampings, die castings 
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State of __ ..;.;Mi=";.:;;nn;:.:;;e.;:;.;s:::.:o::..:t;.;;a,__ __ _ 
Exports and Employment of .Manufacturing Establishments Reporting Exports, 

Estimated Total Exports of Manufactured Products, 1960, and Total Manufacturing Employment in 1958 
' Establishments Report- ..I:!;Stl.mated total exports .o!" 
:r-J.ng @.ports in 1Q60{l manufactured products. 196o( 2 

Exports All Percentage Rank 
value employees Value of U. s.i distri- in 

Industry group 

number ( bution 
($mil) ( 1 ,QOO) ($mil total 31 in State State · 

Food and kindred products .•..•... 
Tobacco products •.•.••.....•..... 
Textile-mill products •.•.......•. 
Apparel and related products ..... 
Lumber and wood products •.••••... 
Furniture and fixtures .•...•..... 
Paper and allied products .•.•.... 
Printing and publishing ..•....... 
Chemicals and allied products .... 
Petroleum and coal products •••... 
Rubber and plastics products, 

n.e .c •.•••.•................... 
Leather and leather products ....• 
Stone, clay, and glass products .. 
Prim:a.ry metal industries •.•...... 
Fabricated metal products .•.•.... 
Machinery, except electr~cal •.... 
Electrical machinery •............ 
Transportation equipment •.•...... 
Instruments and related products. 
Miscellaneous manufacturing ..... . 

Undistributedt ...•....... 
·Total ........... . 

16.7 

(4) 

(4) 

(4) 
(4) 

.4 
(4) 
(4) 
(4) 

38.2 
8.7 
.4 

(4) 
. 2 

27.9 
92.5 

13.8 

(4) 

(4) 

(4) 
(4) 

• 8 

(4) 
(4) 
(4) 

19.1 
6.7 
5.0 
(4) 

. 7 
29.3 
75.4 

49.4 
5)-
1.3 
1.9 
1.5 

.3 
5.6 
1.8 
7.7 
1.2 

1.3 
.2 

5.1 
1.0 
3.3 

55.5 
11.0 
1.1 

19.1 
8.1 

176.4 

3.1 

.3 

.9 
1.0 

.7 
1.4 
1.3 

.4 

.2 

.4 

.2 
2.6 

.1 

. 7 
1.9 
1.1 
(x) 
4.5 
1.7 

1.1 

28.0 

.7 
1.1 

.8 

. 2 
3.2 
1.0 
4.4 

.7 

. 7 

.1 
2.9 

.6 
1.9 

31.5 
6.2 

• 6 . 
10.8 
4.6 

100.0 I. 
I 

2 

13 
10 
12 
18 

7 
11 . 
6 

15 

14 
19 

8 
17 

9 
1 
4 

16 
3 
5 

1) Establishments with 100 or more employees which exported $25,000 or more in "1960. 
2) 
3) 

;~ 
* x) 

See ac.dm~~n,_~:t:.m~ - :tabl.~ . £o;c ·expl.ailatl Otl 0~ thes-e· estimates. 
Percent of~.S. total in each industry group. 
Data withheld to avoid disclosing figures for individual companies. 
Estimated by U.S. Department of Commerce. 
Not distributed by industry group. 
Less than .05 percent. 

Source: U.S. Department of Commerce. 

.1950 Gensus of Manufactures 
ll em.nlovees 

Number 

. (1,000) 
51.8 

(4) 
2.8 
7.7 
7.2 
2.5 

11.5 
20.6 
5.0 
1.3 

2.1 
(4) 
8.3 
5.6 

12.1 
27.9 
10.8 

8.7 
12.2 

9.5 
1.6 

209.2 

Percentage 
distri-

of U.s. bution 
total( 3 in State 

3.0 
(4) 
.3 
.7 

1.2 
.7 

2.1 
2.4 

. 7 

.7 

.6 
(4) 
'1.5 

.5 
1.1 
2.1 
1.0 

.6 
4.1 
1.7 

1.4 

24.8 
(4) 
1.3 
3.7 
3.4 
1.2 
5.5 
9.8 
2.4 
.6 

1.0 
(4) 
4.0 
2.7 
5.8 

13.3 
5.2 
4.2 
5.8 
4.5 

. 8 
100.0 

USCOMM-DC-52109-22 
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MANUFACTURED EXPORTS.* 

U. S. exports of manufactures made up more than 75 percent of total exports 
for the year 1960. These manufactured exports were valued at $15.5 billion, 
f.o.b. plant. 

Nationally, the six largest industry gcoups were: Non-electrical machinery 
($2.9 billion); transportation equipment ($2.7 billion); chemicals and allied 
products ($1.8 billion); food and kindred products ($1.6 billion); primary 
metals ($1.1 billion); and electrical machinery ($1.0 billion). · 

Approximately 6 million workers were employed in U. s. manufacturing 
establishments each of which exported $25,000 or more in 1960. Thus, one out of 
every three industrial workers in the United States was. employed in plants which 
produced for export. These plants accounted for about 45 percent of all U.S. 
manufacturers' shipments in 1960. 

These facts ~ere revealed qy a recent survey of the geographic origin of 
U. S. exports of manufactures conducted by the Bureau of the Census. Nearly 
8,000 manufacturing establishments, reporting two-thirds of U. S. manufactured 
exports, responded to this survey, the first of its kind in the United States. 
Regional and State distributions of exports for the remaining one-third were 
estimated by the u. S. Department of Commerce. 

The following analyars is based on data from this survey. 

THE STATE OF MINNESOTA 

Minnesota's industrial progress has been marked by continuous growth in 
industrial employment and in value added by manufacture. Agriculture, meanwhile, 
has remained a vital segment of the State's econo~. Indeed, this ·continued 
vitality of Minnesota's agricultural econo~ has directly influenced the "site 
and shape" of the State's food and kindred products manufacturing industry. 

Total value of exports from the State of ' Minnesotm in 1960 was estimated at 
$196.4 million. X total of lo7 establishment&S~e;ortin~ $25aooo or morek report-
ed 192,5 million of this total. These establi_hm~s em loye_ 75,400 wor_ers and 
tbeir exports represented 4 percent of their total yalue of shipments. The bal-
ance was exported indirectly through middlemen qy these same establishments or qy 
other establishments. 

*Prepared by the U. s. Department of Commerce. 
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Minnesota ranked 23d in the Nation in value of manufactured exports in 1960. 

The State's significant exporting industries are: Non-electrical machinery, 
food and kindred products, instruments and related products, electrical machin-
ery, chemicals and allied products, and paper and allied products. Exports of 
these six industries were estimated at $148.3 million in 1960, almost 85 percent 
of the estimated total value of Minnesota manufactured exports in that year. 

The non-electrical machinery industry appears to be dominant in State 
industrial activity in terms of exports. In 1960 it accounted for more than 
31 percent of the estimated total value of Minnesota exports. 

Non-Electrical Machinery 

Total value of e orts of non-electrical machiner from Minnesota in 1 0 
was estimated at • million. A total of 36 establishments, exporting $25,000 
or more, reported $38.2 million of this total. These establishments employed 
19,0&& vorkers and their exports represented 9 percent of their total value of 
sm~. 

Beet customers for _similar U.s. exports in 1960 were Canada, Brazil~ Argen-
tina, Japan, Mexico, Colombia, and the United Kingdom. 

The most significant elements of this industry in terms of employment and 
value of exports from Minnesota were: Farm machinery and equipment, construction 
and like equipment, and service industry machines. 

Farm Machinery and Equipment 

The reported value of exports of farm machinery and equipment in 1960 was 
$10.5 million, which represented 13 percent of the total shipments from reporting 
establishments. These establishments employed a total of 3,656 workers. 

Motec Industries, Inc., which has plants in HOPKINS and MINNEAPOL]S, is 
representative of Minnesota industrial establishments that produce and export 
farm machinery and equipment. The principal exports from the Minneapolis plant 
are farm tractors, while the Hopkins plant exports farm machinery and materials-
handling equipment. Motec has sales subsidiaries in Canada and Argentina, 
distributors in principal cities in the United States.and Canada, and export 
distributors in 43 other countries. 

Other Minnesota establishments exporting farm machinery include the Gandy 
Company, of OWATONNA, exporting fertilizer spreaders, chemical applicators, and 
seeders; and Freeman Manufacturing Company, of MINNEAPOLIS, exporting hydraulic 
loaders. 
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Construction and Like Equipment 

The reported value of exports of construction and like equipment in 1960 was 
$6.2 million, which represented 11 percent of the total shipments from repOrting 
establishments. These establishments employed a total of 2,494 workers. 

The Pioneer Engineering Division of Poor and Company is included among 
Minnesota establishments productDg and exporting construction and like equipment. 
Tnis concern exports rock-crushing, -screening, and -washing plants. 

Other industrial establishments exporting construction equipment from 
Minnesota include: Northfield Iron Co., in NORTHFIELD, exporting graders; 
William Bros, Boiler and Manufacturing Co., in MINNEAPOLIS, exporting compaction 
}ollers; and Stockland Road Machinery Co., also in MINNEAPOLIS, exporting road 
machinery, 

Service Industry Machines 

The reported value of exports of service industry machines in 1960 was $6.3 
million, which represented 7 percent of the total shipments from reporting 
establishments. These establishments employed a total of 4,051 workers~ 

McQuay, Inc., with facilities in FARI:~T and MINNEAPOLIS, is illustrative 
of Minnesota establishments manufacturing exporting service industry machinery. 
This concern produces an extensive line of air-conditioning, refrigeration, and 
heating equipment. Distribution and manufacturing affiliates and licensees sell 
McQuay equipment in England, Brazil, Australia, and New Zealand. 

The Whirlpool Corporation plant in ST. PAUL is another Minnesota industrial 
establishment producing and exporting service industry machinery. One of seven 
Whirlpool plants exporting to overseas locations, the St. Paul facility exports 
refrigeration equipment through a number of distribution channels. 

other Minnesota concerns manufacturing and exporting service industry 
machines include: G. H. Tennant Company, in MINNEAPOLIS, floor maintenance equip-
ment; and J. R. Clark Company, SPRING PARK, ironing tables. 

Fairmont Railway Motors, of FAIRMONT, is one of several representative 
Minnesota industrial establishments exporting other lines of non-electrical 
machinery, This company makes and exports maintenance-of-way equipment for 
railroads. Included in its output is a wide range of equipment for ballast 
maintenance; . fo~ extinguisher, inspection, and derrick purposes; oil and wood 
spray equipment; and gang cars, pushcars, and trailers. 

Clyae Iron Works, Inc., of DULUTH, manufactures and exports large i ndustrial 
cranes, cargo winches, hoists, and monorail systems, It is a wholly owned sub-
sidiary of Republic Industrial Corporation, the only Republic subsidiary par-
ticipating in direct exports. 
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Additional exporting manufacturers of non-electrical machinery include: 
BlawOKnox Company, MORA, exporting food and milk-drying equipment; Capitol Gears, 
Inc., ST. PAUL, marine reverse gears; De Zurik Corporation, SAR'lBLL, papermill 
equipment; Despatch Oven Company, MINNEAPOLIS, industrial ovens and furnaces; 
Rogers Hydraulic, Inc., MINNEAPOLIS, hydraulic presses; and Standard Conveyor Co., 
NORTH ST. PAUL, exporting conveyors. 

The non-electrical machinery industry is indirectly dependent on imports for 
its high volume of production. Large quantities of ferroalloys, for instance, 
are produced by the primary metals industry from imported ores and concentrates 
of manganese, chromite, nickel, cobalt and columbite-tantalite, and tungsten. 
Other indirect import requirements include nonferrous ores or metals such as anti-
mony, bauxite, copper, and tin. 

Nonmetallic imports used--most of which are direct requirements of this 
industry--include aluminum oxide, silicon carbide, corundum, asbestos, industrial 
diamonds, graphite, and rubber. 

Food and Kindred Products 

Total value of exports of food and kindred products from Minnesota in 1960 
was estimated at $49.4 million. A total of 21 establishments exporting $25.000 
or more, reported $16.7 million of this total. These establishments employed 
13,810 workers and their exports represented 2 percent of their total value of 
shipments. 

Best customers for similar U. S. exports in 1960 were West Germany, the 
Netherlands, Belgium and Luxembourg, the United Kingdom, Switzerland, Canada, 
Venezuela, Indonesia, Egypt, and Nigeria. 

The Kraft Food Division of the National Dairy Products Corporation, in 
HUTCHINSON, exports dairy products. The corporation, which purchases, makes, 
processes, and -distributes a diversified line of dairy and other food products, 
is the largest processor and distributor ' of dairy products in the United States. 
In all, the corporation's seven divisions maintain over 200 processing and manu-
facturing plants and have more than 300 sales and distribution branches in the 
Western Hemisphere, Europe, and Australia. The principal foreign plants are in 
England, Canada, Denmark, West Germany, and Australia. The Kraft Food Division 
makes and distributes cheese·and cheese products, salad dressings, margarine, 
confec~ions, cooking oils and shortening, jellies and preserves, fruit salads 
and segments, as well as animal and poultry feeds. It supervises subsidiaries 
which make, package, and distribute cheese and other products in a number of 
marketsoutside the United States, principally in Canada, Australia, England, 
West Germany, and Denmark. 
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The Cream of Wheat Corporation, a division of National Biscuit Company, is 
another prominent Minnesota establishment engaged in the production and export of 
food products. This corporation, producer of the well-kno\oiil cereal preparation 
Cream of Wheat, has its main plant in MINNEAPOLIS. 

Libby, McNeill and Libby, a diversified food-packing and canning organization, 
operates a fruit, vegetable , pickle, and condiment cannery in ROCHESTER. This 
establishment, one of 26 operating plants owned by Libby, McNeill and Libby, 
exports processed foods,canned and frozen foods. 

The Pillsbury Company of MINNEAPOLIS is the largest exporter of flour in 
North America. It is the second largest flour miller in the United States and an 
important maker of prepared food mixes for home baking and commercial bakeries, 
formula feeds for poultry tlnd livestock, and soybean products. The company also 
merchandises grain and feed ingredients. It operates several subsidiaries in 
Canada. 

The George A. Hormel & Co. plant at AUSTIN, also is representative of the 
Minnesota food processing industry. The Austin facility is one of three Hormel 
exporting plants. The company's principal exports are lard, pork offal, beef 
offal, and canned meats. 

Also included among the State's exporting food products companies are: 
Archer-Daniels-Midland Company, of MINNEAPOLIS, exporting linseed oil; Bay State 
Milling Company, of W!NONA~ exporting flour; Hygrade Food Products Corporation, 
of MINNEAPOLIS, exporting coffee; Marshall Produce Co., of MARSHALL, and its 
branch, Farmers Market, of PAYNESVILLE, exporting eggs and egg solids; Birds Eye 
Division of General Foods Corporation, of WASECA, exporting frozen food products; 
F. H. Peavey & Company, of MINNEAPOLIS, also exporting flour; and Maple Island 
Inc., of STILLWATER, exporting whole milk powder. 

The food proc~ssing industry, including bakeries, dairies, and beverage and 
meat processors, uses imports. Various kinds of spices and flavorings, nuts, 
fresh ·and dried fruits~ sugar, coffee, tea, and cocoa, as well as tapioca are 
imported. Firms in this industry also import inedible items, such as cork, gums, 
casings, burlap, and bagging. 

Electrical Machinery 

Total value of exports of electrical machinery from Minnesota in 1960 was 
estimated at $11 million. A total of 11 establishments, exporting $25,000 or 
more, reported $8.7 million of this total. These establishments employed 
6,670 workers and their exports represented over 5 percent of their total value 
of shipments. 

Best customers for similar u. s. exports in 1960 were Canada, Venezuela, 
Mexico, Brazil, and Argentina. 
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The Minnesota Mining and Manufacturing Company, which has establishments in 
ST. PAUL, FAIRMONT, HUTCHINSON, and HASTINGS, exports electrical machinery as 
well as many other types of industrial goods. This company manufactures a wide 
variety of electrical products, including video-band recorders, reproducers, 
magnetic tapes and films, generators, and heat pumps. It also manufactures and 
exports many other products too widely diversified to be classified in any one 
industry group. These include tape and allied products, coated abrasives and 
related products, graphic products, electrical products, roofing granules, and 
reinforced plastics. The company's main exports include a broad range of 
abrasives, adhesives, coatings, sealers, plastic tapes, sheetings, and ribbons. 

Minnesota Mining handles. its own export business. Sales are made primarily 
to foreign distributors, to the company's foreign subsidiaries, and to export 
houses. Foreign subsidiaries and affiliates operating in Canada, Germany, Eng-
land, Spain, Mexico, Brazil, Argentina, South Africa, the Netherlands, and 
Australia in most cases produce and sell tapes, abrasives, and certain related 
products similar to those produced by the company in the United States. 

The Onan Division of Studebaker-Packard Corporation in MINNEAPOLIS, is 
representative of other Minnesota establishments manufacturing and exporting 
electrical machinery and equipment. The Onan plant, one of six Studebaker-
Packard plants from which exports are made, exports electric generator sets. 

The Minneapolis-HoneyWell Regulator Company,in MINNEAPOLIS, is another 
Minnesota industrial establishment exporting electrical equipment. Its export 
products include automatic controls for heating, air-conditioning, and refrigera-
tion. The Minneapolis facility is one of nine Minneapolis-Honeywell plants 
exporting various types of controlling and recording equipment. 

The company has manufacturing and selling subsidiaries in Canada, Great 
Britain, France, West Germany, and the Netherlands. Other subsidiaries, consist-
ing mainly of sales and warehousing organizations, operate in Sweden, Denmark, 
Belgium, Venezuela, Austria, Switzerland, Mexico, and Brazil. Including its sub-
sidiaries, affiliates, and branches, Minneapolis-Honeywell maintains 184 sales 
and service offices throughout the world, and has distributors in 43 foreign 
countries. A 50-perent-owned Japanese company makes industrial instruments for 
sale in Japan. 

The Possis Machine Corporation of MINNEAPOLLS also produces electrical 
equipment for export. The corporation, a subsidiary of Guarantee Generator and 
Armature Co. of Chicago, Ill.~ manufactures such equipment as armatures, stators, 
and coils. Exports go principally to Mexico, Canada, Venezuela, Colombia, the 
Republic of the Philippines, and Greece. 

The E. F. Johnson Company, of WASECA, exports electronic equipment and com-
ponents. 
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The electrical machinery industry is supported by various materials of 
foreign origin, including many indirect imports. This is evidenced by imported raw materials which are wholly or partially processed by the primary or fabri-cated metal industries prior to being used by electrical machinery manufacture~•· 

These include virtually the entire range of imported metallic ores and other imports consumed in the primary metals industry, such as bauxite, the 
various copper forms, and ferroalloys. Also included in this category of indirect imports are castor oil for making special wire insulation, and natural rubber. 

In addition, there are other materials--not fully available domestically--which are introduced more directly into the production system of this industry. These include diamond dies, industrial diamonds, mica, mercury, platinum, tung-sten, quartz crystals, talc, and abrasives. 

Instruments and Related Products 

Total value of exports of instruments and related products from Minnesota in 1960 was estimated at $19.1 million. establishments reported e orts of inst nts and related roducts valued at 2 000 or more. Estimated exports of instruments and related products represen nearly 11 percent of the total value of exports from the State of Minnesota in 1960. 

Best customers for similar u. S. exports in 1960 were Canada, West GermanY, Mexico, Japan, and the United Kingdom. 

Maico Electronics Corporation, which has its headquarters in MINNEAPOLIS, is .among Minnesota's exporters of instruments and related products. Maico, wholly owned subsidiary of Sheaffer Pen Company, makes and exports hearing aids and miniature electronic- devices, including audiometers, auditory training instru-ments, and electronic stethoscopes. Sheaffer's extensive system of overseas dealers, and affiliates, and subsidiaries facilitates the distribution of Maico products throughout the free world. 

Telex, Inc., with plants in ST. PAUL and GLENCOE, is another Minnesota producer and exporter of instruments and related products. This concern exports hearing aids, electrocoustic devices, and other electronic devices and equip-ment. 

Mansfield Industries, Inc. has its domestic production plant at SPRING GROVE~ The company also holds 49-percent ownership in a Japanese affiliate, Atlas Cine Works, Ltd. Through this affiliation a well-integrated program has been devel-oped for the production and distribution of photographic equipment and related instruments. Foreign distribution is handled by another affiliate, Mansfield International, in Geneva, Svitzerland, and by independent distributors in Canada. 



- 17 -

The instruments and related products industry requires high-precision 
manufacturing standards. As a result, the indust~y has a continuing requirement 
for imported, high-quality raw, semifinisttid and finished manufacturing material~ 
as well as processing materials,· many of which are not fully available in this 
country. 

Included among the materials for which the instrument industry is at least 
partially dependent on imports are: Aluminum oxide abrasive, corundum, diamond 
dies, industrial diamonds, jewel bearings, manganese, mercury, mica, nickel, 
platinum, sapphire and ruby, and selenium. 

Chemicals and Allied Products 

Total value of exoorts of chemicals and allied products from Minnesota in 
1960 was estimated at $7.7 million. A total of 4 establishments reported exports 
of chemicals and allied products valued at $25,000 or more. 

Best customers for similar U. s. exports in 1960 were Canada, Japan, Mexico, 
the Netherlands, and West Germany. 

Rayette, Incorporated, in ST. PAUL, is representative of Minnesota establish-
ments exporting chemicals and allied products. This company makes and exports 
practically all types of cosmetics for use in beauty salons, furniture for beauty 
salons, plastic products, and chemicals for cosmetics. Beauty salon supplies and 
equipment are sold through dealers in the United States and Canada, and directly 
to department-store beauty salons. Chemicals are sold through company agents. 
Rayette has agents and customers in many foreign countries. A subsidiary in 
South Africa manufactures the company's products for sale in Africa. 

The Hagen Supply Company of ST. PAUL manufactures and exports tear gal. 

Chester-Kent, Inc., in ST. PAUL, exports drugs and pharmaceuticals, cosmetic~ and household chemicals. 

The chemicals and allied products industry uses, in varying degrees, many imported materials. 

The drug segment of the industry imports the following: Agar, bismuth, 
castor oil, hyoscine, iodine, mercury, gum opium, quinidine, and selenium. Some imports of the following are also required: Adrenalin, bile salts, ammonium 
persulfate, tellurium dioxide, thyroid extract, lecithin, and hemoglobin. 

other segments of the chemical industry use a variety of imported materials, 
such as cadmium, celestite, mercury, selenium, and tin oxide for pigments; chro-
mite for dyestuffs; manganese for photographic chemicals; platinum and nickel for 
catalysts and other uses; pyrethrum for insecticides; shellac for paints and 
other uses. Also imported are: Fluorspar, rutile, silicon carbide, sperm oil, tantalum, and tin .. 
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The instruments and related products industry requir-es high-precisi~ manufacturing standards. As a result, the i ndustry has a continuing re~rement for imported, high-quality raw, semifinisted and finished manufacturing ~terial~ as well as processing materials, many of which are not ful~y available in this country. 

Included among the materials for which the instrument industry is at least partially dependent on imports are: Aluminum oxide abrasive, corundum, diamond dies, industrial diamonds, jewel bearings, manganese, mercury, mica, nickel, platinum, sapphire and ruby, and selenium. 

Chemicals tnd All~ed Proqucts 

Total value of exports of chemicals and allieg products from Minneso~a in 1960 was estimated at $7.7 million. A total of 4 establishments reported ~orts of chemicais and allied products valued at $2~aOQD or more. 

Beet customers for similar U. S. exports in 1960 were Canada, Japan-1 Mexico, the Nethe~lands • arui West Germany. 

Rat9tt~. Incorporated, in ST. PAUL, is representative of Minnesota establish-ments exporting chemicals. and allied products. This ~o~pany mak~s ~nd expdrts p1-actically ail types of cosmetics for use· in beauty sa1ons, furniture for ~au.ty salons, plast..J.c products, and chemicals for cosmetics. Beauty salon supplies and equipJilElnt are sold t.hrough d~alers in the UDited States and Call8.da, and dtreetly to depart~nt-store beauty salons. Chemicals are sqld through company agtmts. Rayette has agents and tmstomel"'S in many foreign· coWltries. A s1lbs:!d.iary in South Africa manufactures the company's products far sale in Africa. 
Tbe Hagen .Supply Co!poal!.Y of ST. PAUL· manufactu.t-'3s and exports tear gas. 
Chester-Kent, Inc., inS! •. PAUL, exports drugs· and pharmaceuticals, cosmetic~ and householq chemi~als. 

The chemicals and allied products industry uses, in varying degrees, many imported materials. 

The drug segment of the industry imports the following: Agar, bismuth, castor oil, hyoscine, iodine, mercury, gum opium, quinidine, and selenium. Some imports of the following are also required: Adrenalin, bile salts, ammonium persulfate, tellurium dioxide, thyroid extract, lecithin, and hemoglobin. 
other segments of the chemical industry use a variety of imported materials, such as cadmium, celestite, mercury, selenium, and tin oxide for pigments; chro-mite for dyestuffs; manganese for photographic chemicals; platinum and ni ckel £or catalysts and other uses; .Pyrethrum for insecticides; shellac for paints and other uses. Also imported are: Fluorspar, rutile, silicon carbide, ~perm oil, tantalum, and tin. 
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Paper and Allied Products 

Total value of exports of paper and allied products from Minnesota in 1960 
was estimated at $5.6 million. 

Best customers for similar U. S. exports in 1960 were Canada, the United 
Kingdom, Venezuela, West Germany, and the Republic of the Philippines. 

The Weyerhaeuser Timber Company, which exports its products, maintains a 
shipping container plant in AUSTIN. Weyerhaeuser is a leading producer of pulp, 
paperboard, hardboard, wood- fiber and bark products, as well as plywood, hard-
wood, and fabricated structural products. The company converts a substantial 
portion of its paperboard production into shipping containers and folding boxes. 
Manufacturing plants are operated in 27 States, as well as in Canada and Costa 
Rica. Subsidiaries operate oceangoing steamships and docking facilities. Weyer-
haeuser Belgium, S. A., recently formed by the U. s. company, has started con-
struction of a shipping container plant at Ghlin, Belgium, to serve the European 
Common Market. 

Decor Note Company in ST. PAUL exports scented, decorated, and fancy boxed 
writing papers. 

Waldorf Paper Products Company of ST. PAUL manufactures and exports paper-
board containers and boxes. 

This analysis has covered those industries with the highest value of exports 
for which there is specific information available. For other industries with 
smaller exports, in many instances possibility of disclosure of individual firms 
prevented tabulation of the precise value of exports reported. While these indus-
tries could not be discussed in detail, their combined employment and overseas 
shipments made an important and significant contribution to the international 
activity of the State of Minnesota. 
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FIElD CROPS-EXCl. VE~s., FRUITS AND NUTS 1/ • 350,530 lO,It92,820 3.3406 • 3,965,473 132.471 • 877,066 29,299 
• • • 

VEGETABLES 1/ • 9,989 139,629 1.3505 • 87,)1t6 1,180 • 61,847 916 
• • • 

FRUITS AND NUTS 11 • 1,359 lr398,1t62 • 0971 • 271t,407 266 • 169,072 164 
• • • 

TOTAl LIVESTOCK AND LIVESTOCK PRODUCTS • 837,066 17,051,805 xx.xxxx • 612,691 29,788 • 639,.91 29,441 
• • • 

DAIRY PRODUCTS • 259.077 4.021,593 6.4421 • 130,696 8t420 • 52.727 3,397 
• • • 

POULTRY AND POULTRY PRODUCTS • 99,516 2r257,501t 4.4082 • 87.082 3.839 • 2,031 90 
• • • 

OTHER LIVESTOCK AND liVESTOCK PRODUCTS • 471 •. 473 10,779.708 4.4386 • 394,913 17,529 • 584,733 25,954 
• • • 

TOTAl AGRI CUlTURAl PRODUCTS • 1191.91t4 29,689.716 xx.xxxx • 4,939,917 163,705 • 1,753,476 59,120 

! _•lit OF EACH DOLLAR'S WORTH OF FAR"i PRODUCTS SOLD BY THIS STATE CAME FROM EXPORTS. 

THE EXPORT AND JMPORT EQUIVALENTS SHOW THE PROPORTIONATE SHARE OF NATIONAL AGRICULTURAL EXPORTS AND COMPETITIVE AGRICULTURAL IMPORTS 
AND DO NOT NECESSARILY MEAN THAT THE COMMODITIES SHOWN WERE ACTUALLY EXPORTED OR IMPORTED. THEY DO REFLECT, HOWEVER, THE COMMON STAKE 
OF THE STATE IN TOTAL NATIONAL TRADE. 
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Sixty mUHon acres of Ameri. c~n cro'"~land -- one out o:' AVery six acres harvested 
oroduce for exnort. 

American a~ricultural exoorts are ~inning at a record high rate of $5 billion a 
year. U.S. farmers need these exnorts as a., outlet for their effi.cient and abun-
dant nroduction, and as an imnortant source of income. "li'oreign consumers need 
these exoorts as a si~S!1ificant source o~ food and clothing. 

In fiscal year 1960-61 U.S. exnorts equaled half of the Nation's oroduction of 
cotton, wheat, ri.ce. and dz:ied neas; two-fifths of the cutout of soybeans and 
tallow; a third of the nroduction of tobacco, hons, flaxseed, and nonfat dry 
milk; a fifth of the dried w11ole mUk cutout; and a sixth of the feed grains 
sold off farms. Other :t.mnortant exoorts were fruits, ooultry meat, and' variety 
meats. 

MTNNFS01'A'S farmers have a dtrect stake i.n exnorts of scrne of these a~ricultural 
commod it i.es. 

About 23,700 farm workers may be attributed to t 'he nroduction of farm products 
t hat were exported both in unprocessed and in nr ocessed form. This reoresents 
9 .9 percent of the 266,000 total workers on farms. (Estimates prepared in cooperA-
tion with the Bureau of Labor Statistics.) 

Minnesota's equivalent share in the 1960-61 national a~ricultural export total was 
$132.5 million for field croos; ~29.8 million for livestock and Hvestock nroducts; 
$1.2 million for vegetables; and ~300 thousand for fruits and nuts. 

For leading indi.vidual comrroditi.es, Minnesota 1 s equi valent share was $38.6 million 
for soybeans, $29.3 million for corr1,$24'million for wheat, ~8.4 million for dairy 
p~oducts, and $3.8 million for ooultry and eggs. 

("'Rquivalent share" signifi.es a State or Di s t rict's nrooortionate contributi on to 
nati onal. sales or out put as determi.ned from t he Agricultural Census data. T11e 
share re :'lects the coimnon stake 1 n .,at i onal trade and does not necessarily mean 
that t he "equival ent share" shown was actually exported or i moorted.) 

uivalent share of a ricultural exoort s f rom Minnesot a is over 
as tl-)e egu~valent share of comoeting imports. 

Minnesota. like every other oart of America, ~s an importer of agri cul tural 
products. These are largely tropical or semi-tropical products not grown here, 
such as coffee, tea. spices, bananas, rubber, etc. In addi t i on, t here are imports 
of competing nroducts. often of special grade and higher in orice. Under Sect i on 
22 of the A~ricultural Adjustment Act as amended, imnorts of the following commo-
dities are limited: Wheat and wheat nroducts, cotton, cotton waste, cotton 
produced in any stage nreceding spinning into yarn (picker lap), certain manufactured 
dairy products, neanut s, tung nuts, and tung oil. 

*Prenared by the U.S. Department of Agriculture. 



The domestic market, however, is unable to absorb the total output of America's 
highly productive agriculture. Fortunately, there is active need for these pro-
ducts in foreign countries. In the more prosperous countries, incomes are rising 
and there is excellent opportunity to sell larger amounts of U. S. farm products, 
provided such countries maintain liberal trade policies that permit u. s. agri-
cultural commodities to enter and compete on equal terms with those of other 
suppliers. In the less prosperous countries, u. s. farm products obtained under 
such programs as Food for Peace are helping these countries in their economic 
development and at the same time are increasing u. s. prospects for future com-
mercial sales to them. 
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CRUDE HINERAI.S* 

Almost $2 billion worth of crude minerals -- 10 percent of the total value of production at U, S. mine.s and wellheads - was exported in 1960, This export volume includes both direct and indirect shipments t . .''..:· ~..:..u. 

Production for export provided jobs for 90,000 American workers -- 14 percent of total emploJ~ent -- in the domestic mining industry, 

Indirect exports of metals and minerals -- contained in exported trucks and other manufactured products -- contribute substantially to sales and emploJr:ment in the mining industry, In 1960, such shipments were responsible for more than three-fourths of the industry's total export dollar volume and for more than two-thirds of its export production jobs, 

Direct exports, though proportionately smaller than indirect exports, nationwide, are highly important to many localities. For example, direct exports of bitumi-nous coal 1'\Te significant in Virginia, \.fest Virginia, Pennsylvania, and Kentucky; of anthracite in Pennsylvania; iron ore in Minnesota; molybdenum in Colorado; boron in California; sulfur in Louisiana; and phosphate in Florida. 

Crude mineral imports, on the other hand, are vital bec~use they help U, S, pro-duction to compete in world markets. In general, imported raw materials are noncompetitive to any significant degree with the domestic industry. The major exceptions, where the President has found it in the national interest to restrict imports, are lead-zinc and petroleum, 

Reduction or loss of such important raw materials as crude petroleum, iron ore, copper ore, diamonds, manganese, bauxite, asbestos, zinc, tin, and lead, for example, would raise production costs in American basic industries and, conse-quently, reduce American living standards. 

Elrnorts of iron gre from M!NNESOTA amoupted to $29 I 7 million in 1960, almost 6 I 5 percent of the total production. 

Einployment was about 13.000 in 1960 at both mines and mj11ls, Iron grg was pro-duced from 160 mines, 

Almost all production and employment was in the 8th Congressional District. The largest single producer was the Oliver Iron Mining Division of the United States Steel Corporation, 

About 65 percent of all U, s. iron ore is produced in Minnesota and the mine value of the State's production was $470,9 million in 1960, 

In 1960, Minnesota, with mineral production valued at $515.3 million, ranked ninth among the States and accounted for 3 percent of total U. S. mineral pro-duction" The principal minerals produced, in order of value, were iron ore, sand and gravel, stone, and cement, 

*Based on data supplied by the U. S, Department of the Interior, Bureau of Mines, 
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Firms Producing Iron Ore 
(listed in order of value of production) 

u. s. Steel Corp. 
Oliver Iron i·lining Division 
Pickands Nather & Co. 
The 1·1. A. Hanna Co. 
P.eserve Hining Co. 
The Cleveland-Cliffs Iron Co. 
Jones & Laughlin Steel Corp. 
Snyder !-lining Co. 
Pittsburgh Pacific Co. 
'vi. s. Hoore Co. 
Republic Steel Corp. 
Rlrude & Fryberger • Inc. 
Oglebay Norton Co. 
Inland Steel Co. 
Pacific Isle Mining Co. 
North Range Mining Co. 
Pioneer Mining Co. 
Schroeder Mining Co. 
E. A. Young, Inc. 
Haley Young luning Co. 
Charleston Iron Mining Co. 
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MANUFACTURING ESTABLISHMENTS REPORTTIIG THE EXPORT OF PRODUCTS m 1960, THE NUMBER OF THESE ESTABLISHMENTS, THEIR EMPLOYMENT AND REPORTED EXPORTS, COMPARED WITH TOTAL MANUFACTURING EXPORTS, BY REGION AND STATE 
Establishments .reporting expOJ:.ts,. Total Manufacturing Geographic Region Value of ~rts Exports and Ea tima ted and Number of All Employees, Reported Regional and State State Establishments A.'1Ilual Average (millions of $a) Totals 

(millions of $s) 
UNITED STATES, TOTAL 7,496 5,699,981 $ 9,792.4 $ 15,454.3 
New England 721 482,036 551.8 1,013. 7 Maine 26 16,271 14.5 37·5 New Hampshire 39 18,166 30. 3 54.7 Vermont 24 ll,l61 15 . 5 28.1 Massachusetts 319 204,495 224 . 4 435.2 Rhode Island 63 28,o66 22 . 2 65.9 Connecticut 250 203,877 244.7 385.9 Middle Atlantic 1,894 1,443,830 2,271.2 3,5o6.1 New York 685 573,331 888 .1 1,417.4 New Jersey 505 296,4o4 587.2 897.0 Pennsylvania 704 574, 095 795-7 1,189.5 East North Central 2,500 2 , o84,34o 3,119. 5 4,503 .8 Ohio 785 628,666 921-5 1,299.4 Indiana 312 310,259 310. 2 483.6 Illinois 666 464,430 971.1 1,4o7.8 Michigan 487 482,960 646 . 5 898.7 Wisconsin 250 198,025 270.0 4ll.4 West North Central 438 294,334 378.6 764.0 Minnesota 107 75,354 92.5 176.4 Iowa 101 84,987 121.4 243 . 0 Missouri 154 85,101 91.5 193 . 0 North De.kota 1 D D 2 . 4 South De.kota 3 D D 7.4 Nebraska 24 14,093 14.5 41.9 Ksr>.zas 48 30,729 56.7 9().6 South Atlantic 546 412,822 845 .8 1,655-0 Delaware 25 12,267 14.4 28 . 4 Maryland 102 92,012 138.4 216.9 District of Columbie 2 D D 7. 7 Virginia 89 74,485 213.3 338 -3 West Vilginia 71 58,489 125.3 156.1 North Carolina 93 103,162 128.0 391.8 South Carolina 27 27,353 30 . 4 121. 8 Georgia 82 54,502 107.0 230 .8 Florida 55 29,028 85.1 158.8 East South Central 309 2o8, 795 324. 9 587.3 Kentucky 89 57,66o 102.2 178.4 Tennessee 107 76,413 132. 0 220.1 Alabama 78 60,946 54.4 109.2 Mississippi 35 13,776 36.1 77.0 West South Central 397 222,032 938.2 1,243. 3 Arkansas 31 13,225 29 . 2 50 . 7 Louisiana 73 41,371 192.0 254.1 Oklahoma 51 19,966 65 . 5 98 . 9 Texas 242 147,470 651.3 836.6 M:>untain 67 46,386 97.6 177.3 Montana 1 D D 3-9 Idaho 10 2,055 8.4 15 . 6 Wyoming 1 D D 0.7 Colorado 21 19,130 28.2 48.4 New Mexico 4 378 11.3 26 . 5 Arizona 12 12,635 12.8 29-3 Utah 13 9,724 32.0 45.8 Nevada 5 1,639 4.6 5-4 Pacific 624 500,228 1,264.3 1,994.2 Washington 86 95,276 393 -7 582. 8 Oregon 43 19,428 50.8 87.1 California 490 385,524 809-7 1,302.6 
Alaska 1 D D 4.0 Hawaii 4 D D 15-5 

Note: Figures may not add because of rounding . The $9.8 billion in exports reported in this survey were made by establishments with 100 employees or more and exporting $25,000 or more in 1960. Based on a Census company survey covering 1958, these establish-ments account for substantially all shipments kn01m to the manufacturer to be destined for export. The $5.6 billion in exports not reported in the survey would be accounted for chiefl~ by products shipped through whOlesalers 1 independent export houses , etc., and by small manufacturers. 

The exports shown in this table are in f . o . b . plant values . The total value at port is estimated at $16 1 898 million , and exceeds the 1960 Census Bureau 1 s totals for manufactured foodstuffs 1 semimanufactures and finished l!Wlufactures by some $800 million. Figures given here include exports to Puerto Rico, bunker sales of fuel to foreign vessels, and certain other adjustments developed by the Bureau of Labor Statistics in their stuey of direct and indirect employment attributable to exports . 
The National total figures were prepared by the Bureau of Labor Statistics, based largely on Census export data and Census "bridge" tables oo export and industry classifica-tion systems. 
Regiooal and State distributions of exports, not reported directly by manufac -turers 1 were estimated by the Office of Business Economics and the Bureau of International Progr8JDS 1 U. S. Department of Commerce , in order to account for local origin of all manu-facturing exports . The figures reported by manufaatuxer s are frO!!! a survey conduated by the Census Bureau of plants with more than 100 employees included in the Annual Survey of .Manufactures. 

D Withheld to avoid disclosing figures for individual canpanies. 
Source: U. S. Department of Commerce 
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U. S. DEPARTMENT OF LABOR 
OFFICE OF THE SECRETARY 

WASHINGTON 

OCT 6 1962 

The Honorable Hubert H. Humphrey 
United States Senate 
Washington 25, D. C. 

Dear Senator Humphrey: 

~ This is in reply to your letter of September 
22~requesting a statement regarding wage costs and 
our foreign trade. 

As you probably know, this matter has been of 
great concern to us in the Department of Labor. It 
was discussed at some length in our testimony on the 
Trade Expansion Act. 

I hope that the attached brief restatement of 
the matter will meet the specific need expressed in 
your letter. 

Yours sincerely, 

(j__l, (t.)~Gv._/ ~~ 
Secretary of Labor - ~ 

Attachment 
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WAGE COSTS AND INTERNATIONAL COMPETITION 

The United States has been distinguished through much of 
its history as a country with high labor standards and a large 
volume of exports. We have demonstrated how to apply technology, 
skill and capital to economic processes in such a way as to in-
crease productivity and thereby make available a high level of 
goods for domestic consumption and for export at low enough prices 
to out-compete our lower wage foreign competitors. As a matter 
of fact, it has been primarily from our high wage industries 
that we have exported. 

Wage rates are not the measure of the costliness of labor. 
The significant labor cost for trade purposes is unit labor cost. 
Unit labor costs take account of fringe and social benefits, 
working conditions, and various job security costs which in 
many foreign countries are much more extensive than in the United 
States. Even more significant, unit labor costs reflect the 
impact of productivity. That is one reason why many of our 
high wage industries have such a favorable export balance. Although 
their wage rates are high, their productivity is so great, that 
is, they turn out so much more product per worker per hour, that 
their unit labor costs are even lower than those in many countries 
which have lower wage rates. But even with high unit labor costs, 
there may not be competitive disadvantage if other costs are lower. 
It is the price at which the product can be delivered which is 
important in determining whether we can export or compete with 
imports. 

In specific terms, the production of automobiles is one 
of the higher paying manufacturing industries in this country, 
with average earnings currently around $3.00 an hour. In Belgium, 
earnings in the metal industry in 1960 were $4.70 a day; in France, 
less than 60 cents an hour; and in Japan, $54.00 a month. Yet, 
despite these very large differences in wage levels, and despite 
various barriers to the importation of U. S. automobiles, such as 
heavy horsepower taxes, in 1961 we exported almost $17 million worth 
of passenger cars and chassis to Belgium;$5 million to France; and 
$4 million to Japan. Similar wage differences also exist in the 
chemical industry, but in the case of just one category of organic 



chemicals, we shipped $33 million worth into the Common Market and 
$9 million into Japan in 1961. Some other high wage industries 
where we export in significant amounts are machinery of all types, 
aircraft, coal and advanced metal products. 

On the reverse side, a study of average hourly earnings in 
some 33 industries which appear to be particularly sensitive to 
import competition showed that earnings in these industries were 
appreciably lower on the average than earnings in total manufacturing . 
In 1960 average earnings in manufacturing as a whole were, in turn, 
some 20% below the levels of our higher paying industries , so that 
these sensitive industries were paying 25-30% less than industries 
like aut os and industrial chemicals. This sensitive group included, 
among others, textile and apparel, rubber and leather footwear , and 
some metal products industries. 



IFORM-01Y·82A 
(7·6·62f 

TRANSMITTAL FORM· U,S, DEPARTMENT OF COMMERCE 
THE DEPUTY TO THE SECRETARY 

TO: Senator Hubert H. HumphreyoATE October 2, 1962 

FROM: Eugene P. Foley~ 

FOR: 

Dear Senator: 

In response to your memorandum of September 22, 
I am attaching a statement on American industry's 
ability to compete in foreign markets, despite 
our wage costs. 

Please let me know if I can be of any further assistance. 

Attachment 

DO NOT USE FOR PERMANENT RECORD INFORMATION 

USCOMM•DC 1434•P62 
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Statement for Senator Humphrey 

The Ability of American Industry to Compete in World Markets 

In 1961 the U.S. sold abroad merchandise valued at more than $21 

billion. More than $15 billion of this consisted of manufactured pro-

ducts. Low total cost and superior performance are what make American 

products competitive in world markets . Our ability to sell abroad is 

based on many factors including: 
AotVt!'.~ 

1. ~labor cost (despite 

2. Advanced technology and 

high wages) -tlno rut, JuG ~e~ .f raoue t~t/1 
1{ 1'1 f) .<!!. ff '~ ,~ )1(' '1 

superior products 
L..owe{l.. 

3. .frew- non-labor costs , 3 u e..~ CLs _pow ~t(J f ; N 14/t'e. e.- 1 fra vs;)o·ila to~ 
" !) r:ri'Y, h "ire AI 

1 • 4. Economic 
0 0(1) ~ n.1c.c-c..i( 

expansion abroad 

tow:J\:Labor Costs 

We have a stronger export position in our high-wage industries than 

we have in our low-wage industries . For instance, we compete effectively 

in world markets in such industries as engines and turbines paying wages 

of $2.77 per hour, metalworking ~4chinery paying $2.76, laboratory and 

engineering instruments at $2.75, agricultural machinery at $2.60, and 

office and store equipment at $2.57. Yet we experience considerable 

import competition in the glove industry paying hourly wages of $1.45, 

toys at $1.82, watches and clocks at $1.98, surgical instruments at $2.09, 

and pottery at $2.16. 

On the average, U.S. workers, with the help of superior machinery 

and technology, produce more units per hour than any other workers in 

the world--more than three times as much, for instance, as European 

workers and perhaps seven or eight times as much as Japanese workers. 

Thus u.s. labor costs per unit of production are frequently lower than 
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foreign labor costs, despite our far higher wage rates . For instance, 

while the U.S. coal miner is paid 8 times as much per hour as a Japanese 

miner, he produces 14 times as much coal. Result: • The U.S. labor cost 

per ton of coal is half that of Japan, and the United Statep exports o-

large amount of coal ($53.4 million in 1960) to Japan. In the relevant 

sense of labor cost per unit of product, the United States might be 

called the cheap labor country. 

To have low labor costs it is necessary that our technology be more 

advanced than that of foreign countries so that labor is used more 

efficiently. 

Advanced Technology and Superior Products 

In many cases our exports are noncompetitive with foreign products 

because there is no local manufacture or because U.S. products are 

superior. 

Many of our industries are geared to selling a substantial proportion 

of their production abroad. For example, we have sold abroad in recent 

years as much as 63 percent of annual U.S. production of tracklaying 

tractors, 64 percent of locomotives, 60 percent of industrial sewing 

machines, 41 percent of civilian aircraft, 40 percent of rolling-mill 

machinery and parts, 35 percent of oilfield machinery and equipment, 43 

percent of molybdenum, 22 percent of metalcutting machine tools, 20 per-

cent of textile machinery, 19 percent of motor trucks and buses, 16 per-

cent of diesel and semidiesel engines, and 15 percent of printing 

machinery. Trade sources reported that foreign orders accounted for 

nearly a third of total new business booked by the American machine tool 

industry in the first 8 months of 1961. 

Our exports are concentrated in the high-wage, dynamic industries--
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advanced electronic equipment, jet aircraft, machine tools, and advanced 

chemical products--which are pacing America's economic growth. 

For many products initial price is less important than efficiency 

and quality. Thi s is particularly true of machinery and equipment. For 

example, an American manufacturer of Jet engines for commercial airlines, 

may be significantly underbid by a foreign competitor. The vast majority 

of airlines, however, both domestic and foreign, purchase American rather 

than foreign engines because their lower fuel consumption and greater 

dependability, as well as the American company's better service facili-

ties, more than offset the higher original selling price. 

Just as wage rates must be considered together with productivity; so 

must original selling cost of producers' goods be considered in terms of 

the productivity of this equipment. The uniqueness and reliability--in 

short, the productivity--of a wide range of American equipment guarantee 

it a market even when it cannot--or is not required to--compete on a 

price basis. The creativeness and innovational capacity of American 

industry will keep the United States highly competitive in this rapidly 

developing area. 

Less publicized but highly significant for smaller firms are the 

important export markets for an increasing number of unique and special-

ized items. Characteristically, these items are those recently developed 

for the domestic American market which have not yet been exploited in 

foreign markets. For example, certain unique products of the American 

apparel industry--various styles of maternity clothes, sportswear, drip-

dry suits, and bathing suits--are in demand in foreign markets because 

of changing foreign consumption patterns, even though foreign production 

costs of these labor-intensive products might well be lower than American 
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costs. Other small manufacturers may produce unique lines of specialty 

products that can secure an entrenched position in profitable foreign as 

well as domestic markets. The markets for certain of these products may 

eventually be taken over by lower-cost foreign producers, but in the 

meantime our constant flow of new products and more efficient production 

methods will be creating new markets for American producers. 
J-owf-A. 
~ non-labor Costs 

The United States is the world's lowest cost producer of many pro-

ducts ranging from chickens and coal to polyethylene and jet aircraft. 

The reasons for our efficiency in these and other products are well known. 

Our large markets, and the sheer size and strength of our half-trillion 

dollar economy, make it possible for us to develop new products which 

require large investment and mass markets. Equally important is the 

spirit of resourcefulness and innovation which has led to better products 

and more competitive processes. 

While some branches of American industry pay more for labor on a 

per unit basis, they usually pay less for materials and power. Imported 

nickel, costing $3,000 a ton in Japan, costs about $1,950, or 35 percent 

less, in the United States; and coking coal, mostly imported from the 

United States, costs Japanese steel producers nearly double what American 

steelmakers pay. 

Aside from materials, costs of transportation, of power, and of 
/owe.a_. / ) 

credit are relathely low in the U.S. c.._ See tnSeRI ~ a...l e Ill D 

According to a U.S. Department of Labor study, 3.1 million American 

jobs are dependent directly on exports. Furthermore, a U.S. Department 

of Commerce survey disclosed that 6 million American workers are employed 
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in U.S. manufacturing plants, each one of which exports products valued 

at $25,000 or more each year. Although not all of the 6 million are re-

quired to produce that part of our output that is exported, the economic 

well-being of each of them depends on maintaining a high level of foreign 

trade, since a substantial drop in exports could mean a loss of income--

or a loss of job--for any one of them. 

Economic Expansion Abroad 

Prosperous expanding economies make the best customers for American 

exports. For example, on a per capita basis, U.S. exports to industrial-

ized countries in 1960 were $28.92 compared with $5.12 to less developed 

countries. If per capita exports to the less developed areas had been 

even half what they were to the developed countries, U.S. exports to 

those areas in 1960 would have been $20 billion or nearly 3 times what they 

actually were. 

We are just beginning to exploit opportunities in European markets 

whereas European producers have been building up their position in our 

market for the past decade. Europe, with the emergence of the Common 

Market, is becoming a "mass market" on the American pattern. We are 

familiar with the techniques of mass production and mass distribution; 

Europeans by and large are not. Furthermore, with Europe short of labor 

and their wages r ising faster than ours, we will be able to tap their 

great potential market for labor-saving machinery as well as consumer 

durables and other equipment characteristic of a high-income society. 
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Aside from materials, costs of transportation, of power, of distribution , 

and of credit are relatively low in the U.S. A study by the National 

Industrial Conference Board in 1961 found that among American corporations 

with subsidiaries abroad, 58% of these subsidiaries had higher operating 

costs than their American parents, in spite of generally lower labor costs. 

A Commerce Department study in 1961, limited to textiles, found that U.S. 

non-labor costs compared favorably with the U.K. , India, Japan, and Italy. 

Interest costs are especially high in Japan, while fut'l power and water 

costs are generally higher in Europe than in the U. S. Distribution costs 

in U. S. also compare favorably with the main industrialized countries. 
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THE WALL STREET JOURNAL, Friday, November 16, 1962 

Defending Farm Exports 
Freeman, Aides Go Abroad to Seek 
Minimum Common Market Barriers TV 

BY JOE WESTERN 
Sta!J Beporte1• of THE WALL STREET JOURN AL 

WASHINGTON- A determined band of U.S. 
negotiators headed overseas yesterday for 
urgent defense of a rich American market 
abroad. 

Agriculture Secretary Freeman and lesser 
officials went to Europe to try to hold · down 
trade barriers planned by the Common Mar-
ket, the six-nation trading bloc that promises 
to encompass most of Western Europe and to 
stretch its ties · beyond Europe's borders. The 
proposed barriers are threatening to cut U.S. 
exports of wheat, feed grains, poultry and 
some red meat products to Common Markel 
countries-sales that bring in more than $300 
million a year in hard dollar form. 

Furthermore, new uncertainties about treat· 
ment of U.S. farm goods are arising from con· 
tinued delays in Britain's entry into the eco· 
nomic community. While British membership 
is still expected, there are growing questions 
about the timing and terms on which Britain 
may join. 

So Mt·. Freeman is leading a U.S. delega-
tion to meetings of Common Market officials 
at their Brussels headquarters and to a Paris 
gathering of agriculture ministers of th!l 20· 
nation Organization for Economic Cooperation 
and Development. Mr. Freeman will take this 
stand, if present plans hold up: 

For now, while negotiations proceed, this 
country wants the six Common Market nations 
- West Germany, France, Italy, the Nether-
lands, Belgium and Luxemburg- to promise to 
continue to take some specific volume of farm 
goods from their outside suppliers; presum· 
ably this level would be close to the present 
rate of purchases. Such a pledge has been 
given in the past, but Americans would like it 
confirmed and ex-tended. 
Price Support Issue 

For now, too, the U.S. will seek ·reassur-
ances on one of the Common Market trends 
that most threatens American farm exports. 
This is a plan for increased price supports 
among member nations seeking to encout·age 
their own production of certain farm products 
competitive with U.S. ex-ports. This country 
wants, in effect, a freeze keeping these price 
supports at present levels. 

In any formal agreement that emerges, the 
U.S. wants either of two kinds of sales protec-
tion. One would be a limit keeping the Com-
mon M~trket's internal farm ric support ow 
enough to assure outside suppliers of some 
fixed percentage of the market. The other 
would be a ceiling of the bloc's tariffs that 
threaten to restrict its imports of certain farm 
commodities by pushing their prices above 
tho e of comparable internal products. 

U.S. chances of winning these protections 
in impending negotiations seem only fair. In 
secret talks Amet·icans have been rounding 
up support among fellow-exporters threatened 
by European trade barriers: Canada, Austral· 
ia, New Zealand, Argentina. To keep its threat· 
ened markets, too, this country could in a 
pinch either offer the Common Market extra 
concessions on European products coming into 
the U.S. or else retaliate against them. But 
U.S. dependence on the six nations as an out-
let for $1.2 biJJion of farm goods yearly makes 
it vulnerable to counter-attack. Anyway Com-
mon Market officials are committed to slriv· 
ing for self-sufficiency in certain products. And 
they are under heavy pressure from European 
farmers seeking protected markets. 
Commodity Cartels Discussed 

In any case, for the long pull the U.S. 
will embrace another idea: That · tightly con· 
trolled new international commodity cartels, 
designed to stabilize prices and production, 
may be the best means of assuring this coun· 
try and other key food and fiber exporters of 
a fair share of Europe's rich, fast-growing 
market for farm goods. And something seems 
likely to come of this idea, since Common 
Market officials are leaning the same way. 
The.y view such agreements as a way to over· 
come British Commonwealth nations ' objec· 
tions to Bdtain's entry into the European 
trade community; Commonwealth countries 
would thus get some assurance of interna--
tional support for prices of their farm products. 

Mr. Freeman proposes to begin with 
grains, sin<;e they make up more than 40% 
of the annual $5 billion total of U.S. farm ex-
ports. While an international wheat agree-
ment is already in effect, it covers only 
about one-third of world wheat shipments and 
lacks real price and sales guarantees ; there 
isn't any such accord on feed grains. Later, 
the list would include dairy products, meals, 
poultry and other goods exported by the U.S. 
and produced within the Common Market, too. 

temperate·zone farm goods In which the U.S. 
and Europe dominate international trade. A 
big reason is simply that temperate-zone na· 
lions generally are rich enough to hold price-
depressing surpluses off the market to bolster 
prices, if need be, and thus make stabilization 
agreements work. By contrast, tropical coun-
tries are often heavily dependent on income 
from one or two crops and must keep on trying 
to sell to earn badly needed foreign exchange. 

And while participation in these cartels 
seems to fly in the face of the Kennedy Ad· 
ministration's freer-trade policy, officials argue 
that the agreements need not restrain interna-
tional trade; the presence of thes:! basic con-
trols , they say. would help keep tariffs down. 
Anyway, it is added, ti1e growing prospect of 
Eut·opean farm surpluses makes some controls 
necessary. 

In the U.S. dealings with the Common Mar· 
ket, a good deal is at stake besides what is 
obvious. The Market's six regular members 
may well grow to 10 or more in Europe, plus 
perhaps two dozen associated countries in Asia 
and Africa; since all Western Euro'pe buys al-
most twice as m uch U.S. farm produce as do 
the six alone, any initial American sales losses 
could spread in time. 

Furthermore, even a partial loss of Euro· 
pean markets for meat or dairy products from 
Canada, Australia, New Zealand and Argentina 
could bring pressure on Washington to let more 
of these nations' exports into this country. AI· 
ready the U.S. is being urged to end its long· 
standing embargo on fresh beef imports from 
Argentina. ''After all," says a top U.S. trade 
analyst, "they'll argue that the U.S. is largely 
responsible for creation of the Common Market 
and that we ought to do something to eaee 
their pain." 
Threat to Balance of Payment 

Reduced exports and increased imports, if 
they did materialize, would hamper the U.S. 
struggle to erase its balance-of-payments defi· 
cit- the excess of dollar outgo abroad over 
dollar income from foreigners. Officials have 
been hoping to close the gap by the end of 
next year. 

The U.S. hasn't any quarrel with Common 
Market regulations affecting more than $700 
million of American farm exports not general-
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to suffer seriously from any new restrictions. 
"We' ll ell 'em less grain in '63 simply be-
cause European crops this year were extra-
good ," says an American trade analyst. 

So far , in any case, Common Market agri-
cultural authorities haven't been able to agree 
on any common target price support to stimu-
late internal pt·oduction of grains. This year, 
they simply froze prices. The regulations call 
for a decision on the 1963 crop by next April. 
"We think they'll freeze prices again," says 
a U.S. official bluntly. "It's a tough decision." 

Much will hinge on how high the common 
price supports are eventually set for 1970, the 
yeat· these production stimuli are due to reach 
their final levels, and how European farmers 
re pond. But if the propping point for wheat, 
for ins tance, were pegged at about $3 a bu hel , 
tile level prevailing in Germany , it is expected 
that French output might swell significantly to 
help fill the bloc's wheal deficit; France's 
present wheat price support is $2.33 a bushel. 
And U.S. bread-grain sales might suffer ac-
cordingly. 
TariUs Charges Under Way 

As for the Common Market's external tar· 
iffs , they are already on the move, although 
member countries are heading toward common 
levels at differing speeds and from differing 
bases. The effects on U.S. sales seem mixed 
so far , though Iong·range dangers are rated 
considerable. 

In Belgium, duties on imported barley went 
from $16.07 a metric ton to $21.87, effective 
Aug. 1. In West Germany, corn levies went 
from $46 a metric ton to $55 at the same time. 
However, U.S. authorities expect feed grain 
exports to hold up and possibly even increase; 
the market's livestock industry is expanding 
faster than its feed grain output. 

exceE 

sume 
depe 
presi 
and 
trove 
plied 
mak' 
will 
pres•l 
can 
- hu 
otl1e 

AI 

These agreements would resemble com· 
modity pacts currently in effect, but might be 
stricter and more sweeping. There would be 
attempts to fix prices, halt excess production 
and assign import and export quotas to con-
suming and producing countries. "For a given 
commodity," suggests an Agriculture Depart-
ment planner, "we might work out a deal 
among importers to take not less than 90% of 
average quantities imported during some base 
period, say the past three years." Nations 
participating would have to limit any dealings 
with outsiders to some percentage of such 

Less certain is the prospective reception for 
U.S. poultry 'Products. At the moment chicken 
and turkey meat shipments to Common Mar-
kel countries are near a standstill, Agriculture 
Department officials say, because Europeans 
stocked up heavily before increased tariffs 
went into effect Aug. 1. "We expect that the 
holiday season will restore much of the traffic 
and we'll end fiscal 1963 with about as much 
poultry exported as last year," one Govern-
ment econ01nist says. But others aren't so 
sure. About 85% of U.S. poultry shipments go 
to West Germany. There poultry prices went 
up around 30% Aug. 1, and many experts pre· 
diet German appetites for American poultry 
will be duller than before. 

U.S. officials are also eyeing the effect of 
a tariff boost on flour sales to the Nether-
lands, this county's only important Common IUMI 
Market customer for this product. On Aug. 1, 
the duty leaped from $18.04 a ton to $43.11. 
A U.S. Government .renort comment.. : "Tt ·s 



trade during a past period~ 
Though similar stabilization efforts have 

had only spotty success with tropical pt·oducts 
such as coffee and sugar, U.S. officials con· 
tend they may be more effective with 

A U.S. Government report comments : "It is 
believed that if this exorbitant levy is retained, 
imports ... will be lowered drastically." 

British Entry Discussed 
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THE TRADE EXPANSION ACT: PROBLEMS AND PROSPECTS 

The passage of the Trade Expansion Act of 1962 has provided the 
United States with a powerful and flexible instrument for the conduct of its 
international trade policy. The Act is not, however, self-administering. 
Although the U. S. Special Representative for Trade Negotiations, Mr. 
Christian Herter, is armed under the Act with unprecedented power to 
negotiate tariff reductions, his effectiveness in substantially liberalizing 
world trade will depend in large measure upon the cooperation of the 
Common Market, Japan and other important trading nations. 

Political and economic questions apart from tariff reductions will in-
fluence the course of future negotiations under the new Act. Aid to de-
veloping nations, political and military problems, conflicting national and 
regional goals, differences in economic and political structure and in the 
rate of economic development and the pressing internal problems of each 
of the major nations of the free world must be considered. 

The goals of the Act are the development of an open and non-
discriminatory trading system in the free world, an economic and efficient 
international exchange of goods and the stimulation of economic growth. 
The challenge of the Communist nations makes imperative the solution of 
the problems sure to arise. 

The Act not only furnishes the government with new negotiating 
powers, but also makes provision, for the first time, for adjustment of the 
domestic economy to new conditions which might arise from tariff reduc-
tions. 

NEGOTIATING AUTHORITY 

The Act provides general authority to negotiate reductions of 50% in 
existing duties. Under special authority to negotiate with the Common 
Market, the President could negotiate duties down to zero in those cate-
gories of products in which the United States and the EEC together 
account for 80% or more of free world exports. The categories to be used 
will probably be substantially the same as the Standard International Trade 
Classification three digit categories, which are rather broad in scope. 
Authority is also provided to negotiate down to zero duties which are 
presently not more than 5% ad valorem (or ad valorem equivalent). Agri-
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cultural commodities are exempt from the general limitation on reduction 
and could under some conditions be reduced to zero. Duties on certain 
tropical agricultural and forest commodities may also be negotiated to zero. 

The zero authority in the Act was based upon the assumption that 
the United Kingdom would join the Common Market. Without including 
exports from the U. K., U. S. and EEC exports alone would account for 
80% of free world trade only in aircraft and margarine and vegetable 
shortenings. Thus the zero authority becomes practically inoperative if 
the U. K. does not join the EEC. At this writing, it is not yet c:ear whether 
U. K. entrance is permanently foreclosed or whether negotiations will be 
re-opened at some future time. If the United Kingdom does not achieve 
membership in the EEC, the United States has the alternatives of either 
relying almost entirely on the general 50% authority or broadening the 
base for the zero authority by new legislation (e.g. including EFfA's 
exports as well as EEC's) . 

In view of the current situation, the timing of actual tariff negotiations 
is not certain. In any event, before the United States could enter into 
negotiations there are preliminary steps which must be taken under the 
new Act which will consume at least six months and probably well over 
a year. This means that negotiations will probably not be completed until 
some time in 1964 or 1965. Under the Act the United States must stage 
its tariff reductions pursuant to trade agreements over a period of 5 years. 
The full effect of negotiated reductions will thus not be felt until 1969 or 
1970. 

How items in U. S.-Japan trade will figure in these negotiations remains 
unclear at the present time. The United States could negotiate wtth Japan 
under the 50 % authority. Under the zero authority, if it becomes fully 
operative, Japan stands to benefit from the most-favored-nation principle 
as an exporter or potential exporter of some of the items in which the 
United States and the EEC together account for 80 tfo of world trade. 
The extent of Japanese participation in or benefit from such tariff re-
ductions will depend in large part upon the techniques of bargaining 
agreed upon between the United States and Europe, and especially upon 
what policies are adopted regarding the exclusion of particular items from 
bargaining. American officials have gone clearly on record that they will 
request concessions from Japan and any other third country which benefits 
from U .S.-European negotiations. 

PRE-NEGOTIATION PROCEDURES 

A major improvement in ~e new liiw is that the Tariff Commission is 
no longer required to go through the unrealistic procedure of finding 
"peril points," i.e., the speci.fic rate of duty below which United States 
industry will be injured. The Tariff Commission does have to make find-
ings, however, regarding the probable economic effect of modification of 
duties. Under previous law the President could, and on occasion did, 
ignore peril points, but the absence of an explicit peril point provision in 
the Act will make for a more flexible procedure. 

Otherwise, the pre-negotiation procedures are fairly similar to previous 
law. The President must furnish a list of articles which may be considered 
for tariff negotiation: The Tariff Commission, within six months, must 
hold hearings and prepare its findings on the offer list. Hearings before an 
interagency committee, equivalent to the Committee on Reciprocity Infor-
mation, are provided for. 

A new section in the law automatically reserves certain articles from 
negotiations. Any commodity with respect to which protective action has 
been taken under the escape clause or national security provisions of the 
new or old law is automatically reserved. Also reserved from negotiations 
for five years after the enactment of the Act, upon application by the 
affected domestic industry, are articles on which the Tariff Commission 
by a majority vote has found injury but the President has not implemented 
the recommendation. The President has complete discretion to reserve 
articles, taking into account Tariff Commission advice. It is feared by some 
that it is in the area of reservation of articles and the composition of the 
offer list that the Administration may have made protective commitments 
to some domestic industries during Congressional consideration of the Act 
last year. 

Under previous law if the Tariff Commission found that existing rates 
of duty were already below peril points an escape clause investigation was 
automatically commenced. This troublesome provision, which resulted in 
recent escape clause actions on several items, including baseball gloves, 
plastic raincoats, cerat.nic tile and sheet glass, has been removed from the 
law. 
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SPECIAL REPRESENTATIVE 

The Act sets up a Special Rep.resentative for Trade Negotiations who 
will be the chief representative of the United States in negotiations under 
the Act. The Special Representative is also Chairman of an inter-agency 
trade organization, under the Act, to assist the President in all aspects of 
trade policy, including recommendations on tariff relief under the escape 
clause. The provision for the Special Representative was an effort by the 
Congress to pinpoint responsibility for trade policy. 

MOST-FAVORED-NATION PRINCIPLE 

The Act specifically enunciates the most-fav.ored-nation principle. 
However, it provides that such treatment is not to be extended to nations 
or areas "dominated or controlled by Communism." This has the effect 
of withdrawing most-favored-nation treatment of products of Poland and 
Yugoslavia. This provision was strongly opposed by the Administration 
because it runs counter to the policy of encouraging the independence of 
these countries from Communist Bloc control, and efforts to amend it are 
anticipated. 

PROTECTIVE DEVICES 

The national security provision, which provides for restriction of im-
ports which threaten to impair the national security, has been retained in 
substantially the same form as in previous law. 

The escape clause has been modified by changes in some of its most 
objectionable features. However, the actual working of the new escape 
clause must await case by case determinations by the Tariff Commission, 
and may well not differ markedly from that under the old law. 

One such change is the deletion of the so-called segmentation clause 
in previous law. Under this provision the industry which the Tariff Com-
mission investigated to determine whether there was any injury from im-
ports was that part or portion of a plant producing a like or directly com-
petitive article. Under the provisions of the new law the Commission will 
look at the entire operation of a plant (and perhaps companies) produc-
ing a like or directly competitive article. 
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The Act also states that the increased imports complained of must 
result "in major part" from tariff concessions, and that imports must be 
"the major factor" in causing or threatening serious injury. The first change 
makes explicit the necessity for a direct causal relation between an in-
crease in imports and the tariff concession, which was by no means clear 
under the old law. The second change means at the very least that the 
increase in imports must be a larger factor than any other single factor 
in causing injury, and it may mean that it must be a greater factor than 
all other factors combined. Under previous law imports need only have 
been "a substantial factor" in causing injury. 

Another change provides new criteria for injury-inability to obtain 
reasonable profits , unemployment, idle plants-which, while not neces-
sarily more favorable to importers, are more realistic than prior criteria. 
The Commission is also given a broad charter to investigate "all economic 
factors which it considers relevant." 

As in previous law, the authority of the President to raise duties under 
the escape clause is limited to not more than 50 % above the rate exist-
ing on July 1, 1934, or in cases where there is no duty on the article, a 
duty of not more than 50 % ad valorem. 

Under the new Act, upon receipt of a finding of injury by the Tariff 
Commission the President may negotiate an "orderly marketing agree-
ment" instead of imposing increased duties or quotas. Such agreements 
would be entered into with foreign countries to limit imports into the 
United States and could be implemented by domestic regulations. It is 
important to note, however, that this device can only be used in cases 
where there is a finding of injury under the escape clause by the Tariff 
Commission. This is a significant enunciation of policy by the Congress, 
and will perhaps make the negotiation of such agreements less subject to 
ex parte political pressure than in the past. 

The Act contained new provisions concerning termination of tariff 
increases under the escape clause which are of major importance. Under 
previous law, there was no termination specifically provided for. By 
Executive Order escape clause actions were reviewed yearly by the Tariff 
Commission, but this had come to be little more than a formality. The 
new law provides that unless extended by the President, tariff or quota 
relief shall terminate four years after the initial prociamation by the Pres-
ident or, in the case of relief imposed under previous law, four years after 
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the enactment of the new Jaw. The President may extend the period after 
advice from the Tariff Commission (which must hold hearings) , the 
Secretary of Commerce and the Secretary of Labor. 

The Congress may overturn a Presidential rejection of Tariff Com-
mission recommendations for increased duties or quotas in escape clause 
proceedings by a majority vote of the authorized membership of each 
House. Previous law required a 2/ 3 majority but also made the resolution 
privileged, which meant that the legislative process was somewhat simpler. 
Action by the Congress must come within 60 days after the President re-
ports his action to the House of Representatives and the Senate. 

ADJUSTMENT ASSISTANCE 

A most significant improvement in the law is the provision for adjust-
ment assistance as an alternative remedy to tariff increases or quotas in 
cases where injury is found. Under previous law the President bad no 
alternative, in cases where the Tariff Commission found injury, to impos-
ing tariff increases or quotas or rejecting the recommendations of the 
Commission altogether. Under present law be now bas the possibility of 
providing adjustment assistance to workers or firms , either in place of or 
in addition to tariff relief. In the case of workers this assistance involves 
retraining and unemployment allowances, and in the case of firms there 
are provisions for financial , tax and technical assistance to allow them to 
adapt to new lines of manufacture or to improve and make more com-
petitive existing facilities. In cases where imports are found to be injuring 
a domestic industry, the new Act is thus designed to facilitate a shift of 
resources to a more efficient use rather than to restrict imports. 

There are many problems surrounding provisions for adjustment 
assistance and any evaluation must await actual administration. The con-
cept does involve a recognition that imports will increase and that some 
domestic industries may be injured by tariff reductions. As such, it may 
prove a realistic new approach to the problems of import competition 
faced by the United States. 

FOREIGN IMPORT RESTRICTIONS 

The Act contains a bewildering variety of provlSlons designed to 
strengthen the power and resolve of the President to combat foreign irn-

8 

J 
\ 

J 

d 

port restrictions. Although the main pressure for these provisions came 
from agricultural groups, and their chief target is the restrictive agricultural 
policies of the Common Market , they have broader implications as well. 

A section of the Act sponsored by Senator Douglas provides that when-
ever a foreign country maintains unreasonable import restrictions "which 
either directly or indirectly substantially burden U~ited States commerce" 
the President may in his discretion suspend, withdraw or prevent the 
application of benefits of trade agreement concessions to the products of 
such country and may refrain from proclaiming the benefits of trade agree-
ments with such country. The report of the Senate Finance Committee 
suggests that the word "indirectly" could be used as the basis for retalia-
tion against European restrictions or discrimination against imports from 
Japan. On the other hand, under the Finance Committee interpretation, it 
could also be used as a retaliatory weapon against Japan or other third 
countries if they refused to make compensatory concessions for benefits 
received under the most-favored-nation principle as a result of U.S.-EEC 
negotiations. 

Other sections direct the President to take all appropriate and feasible 
steps to eliminate unjustifiable foreign restrictions on imports from the 
United States. He is to refrain from negotiating reductions or elimination 
of U. S. import restrictions in order to obtain the elimination of any un-
justifiable restrictions by other countries. The President is also given power 
to retaliate against foreign import restrictions on U. S. agricultural exports 
by imposing duties or other import restrictions upon products from the 
offending country. 

Still another section directs the President, to the extent that such ac-
tions are consistent with the purposes of the Act to suspend, withdraw 
or prevent the application of benefits of trade agreements when a foreign 
country "maintains non-tariff trade restrictions, including variable import 
fees, which substantially burden United States commerce in a manner in-
consistent with provisions of trade agreements" or "engages in discrimina-
tory or other acts (including tolerance of international cartels) or policies 
unjustifiably restricting United States commerce." Although primarily 
directed against the variable fee system on agricultural products of the 
European Economic Community, this broad language could be interpreted 
to cover other situations and other countries. The Act provides that in 
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connection with any foreign restrictions covered by the Act public hear-
ings may be held upon request of any interested persons. 

* * * * * * * * 
These then are the main provisions of the Act. In the months ahead 

the principal parties to the negotiations will face many preliminary prob-
lems and policy deci ions. Of crucial importance wiJI be the attitudes 
and policies of the U.K., the EEC and the U.S. in response to the break-
down of the negotiations for U. K. membership in the Common Market. 
The ground rules and techniques to be adopted for bargaining present 
another key problem. After resolution of these and other matters, the 
nations of the GATT will pre umably embark on a major round of in-
ternational tariff negotiation . 

With the free world poised at the beginning of such an undertaking, 
it might be useful to analyze briefly the ba ic posture and problems of the 
major participants : The United States, Europe and Japan. 

THE PROBLEM FOR THE UNITED STATES 

The United States has much to gain from tariff reductions by the EEC 
and Japan. U. S. exports to the EEC could be seriously affected by the 
removal of EEC internal tari1fs, which puts countries within the market 
at an advantage over outsiders. They are also likely to be injured by the 
erection of a common external tariff, since this is done by averaging the 
tariffs of low-duty countries to which the U. S. exports substantially, and 
high-duty countries, which have not offered as large a market for U. S. 
products. The agricultural policies of the Common Market also threaten 
U. S. agricultural exports. If the U. S. is not to lose its export position in 
Europe, it must obtain substantial reductions in the EEC external tariff. 
Beyond this negative goal , the U. S. has an obvious interest in participat-
ing in a growing European market. 

Japan has been the best overseas customer for United States exports 
over the years, and expected economic growth in Japan will generate an 
accelerating demand for products which the United States could supply. 
Hence the United States has a definite interest in further Japanese liberali-
zation and tariff reduction. 
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Finally, the United States has a political stake both in the achievement 
of European integration and the maintenance of a strong and viable Japan, 
oriented to the West. 

The inducement which the United States has to offer is liberalization 
of United States tariffs and other import restrictions. Success in the negoti-
ations may well depend upon what policies are adopted with regard to the 
escape clause and other import regulating devices. 

Negotiations under the new Act will not be without difficulties for the 
United States. The U. S. economy is presently characterized by a low rate 
of economic growth, a high unemployment rate and a serious balance of 
payments problem. These difficulties are not caused by foreign trade and 
their solution cannot be looked for in trade policy alone. On the other 
hand, such problems must be resolved if the U. S. is to benefit from the 
results of world trade liberalization. 

The trade adjustment provisions in the Trade Expansion Act are a 
potentially important device for shifting economic resources to more effi-
cient uses and making U. S. industry more competitive. The success of the 
trade adjustment program will depend, however, in large part on broader 
economic policies regarding economic growth and employment. 

The United States has until 1969 or 1970 to prepare for the full effect 
of tariff reductions. In this period, if the goals of the Trade Expansion Act 
are to be achieved, the domestic conditions for success must be created. 

THE EUROPEAN ECONOMIC COMMUNITY 

The development of the European Economic Community has provided 
both the occasion and the necessity for a major round of international 
tariff negotiation. Western Europe today is vigorously pursuing economic 
and political integration on a regional basis. The EEC is well on the 
way toward the removal of tariffs between its member nations and the 
erection of a common external tariff. It is in the process of forging com-
mon agricultural and financial policies. High rates of internal growth 
and employment have been achieved . Wider markets for the industries 
of each member country are resulting in economies of scale and increased 
efficiency and competitiveness. Regional immigration and welfare policies 
are maximizing the utilization of labor resources. Foreign exchange 
reserves and gold holdings for most member nations are comfortably high. 
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The EEC's move toward agricultural self sufficiency presents knotty 
problems for the United States. The recent breakdown of U.K.-EEC 
negotiations may be a harbinger of EEC trade policy in the future toward 
non-European nations, particularly the United States. What the United 
States and the rest of the free world have to offer the Europeans in the 
forthcoming trade negotiations is broader markets . Given the present full 
employment of labor and productive resources in Europe, this might not 
only further stimulate EEC economic growth through exports , but the 
resulting imports into Europe might prove important as an anti-inflationary 
factor. 

The zero authority, if it becomes fully operative, represents a tool 
which could substantially reduce tariffs between the United States and 
Europe. If the most-favored-nation principle is strictly adhered to-and 
particularly if products are not arbitrarily exempt where other nations 
have some position as third suppliers-then the zero authority could also 
improve access to other markets, such as Japan for both the United States 
and EEC. 

JAPAN 

Japan today is characterized by rapid economic growth, dynamic 
changes in the structure of its economy and society, and recurrent balance 
of payments problems of some severity. 

Although Japan is already highly industrialized, the next decade should 
see a full maturing of its economy. At present more of Japan's labor force 
and productive resources are devoted to labor-intensive industries than is 
the case in the U. S. or Europe. Japan's goal is to move increasingly to 
heavier and more sophisticated industries with higher levels of productiv-
ity. Although official figures show full employment, a disproportionate 
share of the labor force is devoted to agriculture, and there is a high 
degree of underemployment. The next eight years will see approximately 
25% of the farm population moving to industrialized urban centers; an 
industrial labor shortage and rapidly rising wage levels are in the offing. 

As heavy industry is bidding for a larger share of productive resources, 
including labor, with a resultant increase in wages and costs to light 
industry, and as the emerging nations with still lower cost structures are 
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competing increasingly in world markets, Japan cannot continue indefi-
nitely to rely upon its labor-intensive industries as its major source of 
foreign exchange. At the same time Japan's heavy industries, in order to 
achieve economies of scale, must look increasingly to expanded markets 
abroad. 

These trends are, of course, economically and socially desirable for 
Japan. Highly productive industries will support higher wages, substantial 
increases in the standard of living of the people, and still greater economic 
growth. During the period of transition, however the traditional labor-
intensive export industries will continue to be of crucial importance to 
Japan, both as earners of foreign exchange and to provide employment for 
a labor force which will continue to grow at a high rate before leveling off 
in the 1970's. 

In view of these development trends, there are difficult problems of 
timing involved in Japanese trade liberalization. Japan's economic develop-
ment would suffer if at the same time that the products of its labor inten-
sive industries were subject to restriction in overseas markets, its emerging 
heavy industries were exposed prematurely to overwhelming competition 
from abroad. 

Japan, in effect will be asked to gamble that by 1969 or 1970, when 
tariff reductions will take full effect its economy will have been able to 
achieve the economic growth and structural changes required . In order to 
induce Japan to accept such a gamble, at the very least assurances should 
be given that the product of its e tablished export industries will not be 
restricted in the United States and European markets . This would involve 
an end to special European re trictions and a liberal administration of the 
United States escape clause. Also, in return for its own trade liberalization, 
Japan should be able to look to negotiation with the United States under 
the general 50 % authority on those products in which Japan now spe-
cializes. 

Furthermore, Japan should be able to count on the fact that, to the 
extent that it has the economic capability, it will be able to market the 
products of its more advanced industries abroad. This means that products 
on the "zero list" in which Japan has a present or potential ability to ex-
port should not be arbitrarily exempt from U.S.-EEC negotiations. At the 
same time, Japan cannot unduly prolong liberalization of imports of prod-
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ucts competitive with its growing industries. It may well find that foreign 
imports themselve will stimulate such industries to become competitive in 
world markets. 

Beyond problems of trade Japan's long-term political relations with 
the West are heavily involved . An exclusive relationship between the 
United States and EEC would only serve to heighten Japan's sense of 
vulnerability due to its expo ed geographic position off the China main-
land, and its sense of isolation from the councils of the Western powers. 
In order to integrate Japan into the society of the free, advanced industrial 
nations, trade negotiations are of critical importance. 

Access to European markets on a non-discriminatory basis and a role 
in Western economic planning through full membership in the OECD are 
Japanese goals which have received the full support of the United States. 
Achievement of these goals would do much to advance the interests of the 
United States as well as Japan. 

* * * * * * * * 
As the foregoing analysis has indicated, much more than trade is in-

volved and much more than trade is at stake in the implementation of the 
Trade Expansion Act of 1962. The international tariff negotiations of the 
next few years may indeed become the forum and focal point for the 
shaping of the free world alliance. The Act provides the authority and the 
machinery for the development of an appropriate United States trade 
policy. The broader implications suggested above will need to be borne 
in mind by all wlio participate in the administration of the Act and in the 
forthcoming negotiations. 

February, 1963 
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"Far from resenting the new Europe, we regard her as a wei-
tome partner, not a rival. For the road to world peace and free-
dom is still long, and there are burdens which only full partners 
can share-in supporting the common defense, in expanding 
world trade, in aligning our balance of payments, in aiding the 
emergent nations, in concerting political and economic policies, 
and in welcoming to our common effort other industrialized 
nations, notably Japan, whose remarkable economic and political 
development of the 1950's permits it now to play on the world 
scene a major constructive role." 

"The next most pressing concern of the alliance is our common 
economic goals of trade and growth . This nation continues to be 
concerned about its balance of payments deficit, which, despite 
its decline, remains a stubborn and troublesome problem . We 
believe, moreover, that closer economic ties among all free na-
tions are essential to prosperity and peace. And neither we nor 
the members of the European Common Market are so affluent 
that we can long afford to shelter high cost farms or factories 
from the winds of foreign competition, or to restrict the channels 
of trade with other nations of the free world. If the Common 
Market should move toward protectionism and restrictionism, 
it would undermine its own basic principles. This Government 
means to use the authority conferred on it last year by the Con-
gress to encourage trade expansion on both sides of the Atlantic 
and around the world." 

From the Text of the President's State 
of the Union Message Before a Joint 
Session of the House and Senate, 
January 14, 1963. 



Significant news affecting U. S. policy on world trade from the 

COMMITTEE FOR A NATIONAL TRADE POLICY 
Vol. X, No. 1, January 3, 1963 

TRADE CHIEF HERTER SEES HARD BARGAINING 
Kennedy Tightens Oil Quotas 
The Kennedy Administration has revised regulations governing 

oil imports to guarantee domestic producers a "fair share" of 
U.S. petroleum sales. Effective January 1, imports of crude oil, 
unfinished oils and finished products into states east of the Rocky 
Mountains will be limited to 12.2 percent of the area's domestic 
output of crude oil and natural gas in the preceding six-month 
period. 

Under the control system which had been in effect since 1959, 
imports had been limited to 9 percent of an estimated daily demand, 
calculated in advance. The net effect of the change in the formula 
is to increase slightly the total amount of crude oil permitted to be 
imported in 1963, but to limit the relative share of imports in total 
domestic consumption of crude oil. 

Demand for petroleum products, which has been increasing by 
some 2 to 2.5 percent annually, is expected to continue to grow. 
The new regulations will reserve a greater proportion of this ex-
panding market for domestic producers, holding down imports to 
approximately the same share of the market they now account for. 

The new import system, like the former plan, is invoked under 
terms of the national security clause of the Trade Act. 

Canadians Hint Retaliation Against Oil Import Limits 
There will be no specified limits on imports from Mexico and 

Canada, but oil shipped from these countries will now be counted 
against the total allowed imports. Heretofore, Canadian and Mexi-
can oil was not included within the quota system. Mexico has 
for the past 18 months voluntarily restricted its oil shipments to 
the U.S. Imports of Canadian oil have increased sharply since 1959. 
U .S. efforts in recent discussions with the Canadians to impose an 
"estimate" of 120,000 barrels daily-10,000 barrels below the 
level the Canadians had hoped to ship in 1963-have provoked hints 
of retaliation against American exports to Canada. Oil, like lum-
ber, is one of Canada's most important dollar-earners, accounting 
for some $125 million in 1962. 

Quotas for imports of residual fuel oil are not affected by the 
(Continued on page £) 

CHIEF NEGOTIATOR TO FACE STRONG 
DOMESTIC PRESSURES, BATT WARNS 

The trade legislation adopted in 1962 is "an authorization to 
move ahead, but no guarantee against heavy, insistent and insid-
ious pressure" on the Administration from protectionist forces 
"still so surprisingly powerful and persistent," warns CNTP 
Director William L. Batt, Sr., a former president of SKF In-
dustries, Inc. 

"Every private interest which fought to amend or kill the 
Trade Bill will be on the Chief Negotiator's neck urging him to 
hold out its particular product from the negotiating list. It may 
well be that his major negotiating headaches will not be with the 
Europeans, but with special interests in this country," Batt pre-
dicted. 

The same forces who fought for a strong trade bill must main-
tain their vigilance to assure that this vital program "shall not be 
used to trade out votes on domestic issues." The President must 
recognize that his failure to support a fum trade program "can 
carry serious political consequences for the President himself, let 
alone the immeasurable damage to the country's most critical inter-
national position," Batt concluded. 

Herter to Head Trade Agency 
Christian A. Herter, a prominent Republican, former Secretary 

of State and co-author (with William L. Clayton) of a.n in-
fluential report calling for U.S. " trade partnership" with the 
European Economic Community, now takes on heavy new respon-
sibilities in the key position of President Kennedy's Special Repre-
sentative for Trade Negotiations. 

In announcing Mr. Herter's appointment to the Cabinet-level 
post created by the Trade Expansion Act of 1962, the President 
emphasized that the Special Representative would play a "central 
role" in the formulation of trade policy. "He will become, along 
with the Secretaries of State and Commerce, one of the top policy 
officials of the U .S. Government in shaping our international ob-
jectives in the commercial, trade and economic fields," the Presi-
dent said. 

EEC Protectionism Will Make Negotiations More Difficult 
Herter has said that he has "no illusions" as to the difficulties 

of coming trade negotiations. "If anybody thinks they are going 
to be easy, they just have the wrong concept of the difficulties 
that are involved," he declared. He referred particularly to signs 
of a trend toward protectionism in the European Common Market 
as "very disquieting." Such attitudes will make negotiations 
"much more difficult," he said. 

As Special Representative, Herter becomes Chairman of the 
Inter-Agency Trade Organization set up under the 1962 trade Act. 
While he will be directly responsible for preparing the proposed 
objectives and strategies for negotiations and for directing those 
negotiations while they are in process, President Kennedy stressed 

(Continued on page 7) 

THE SECRETARY OF STATE 
WASHI NGTON 

December 6, 1962 
Dea r Mr. Gilbert: 

The adoption of the Trade Expansion Ad marks a turning paint 
in our foreig n economic: policy and a ma jor advance towa rd our 
goal of strengthening the Free World a nd building a n Atlantic: 
Community. The Committee fa r a Natio nal Trade Policy played 
a key role in securing the passage of the Ad, and I want you 
to know that we a pprecia te the Committee's leadership and 
imaginative support. 

In the coming months we will be preparing for the frade 
negotiations a uthorized by the Ad. The a ppointment of Christian 
Herter a s Specia l Representative for Trade Negotiations of the 
Un ited Stafes brings to these responsi bili ties a distinguished lea der 
with broad understanding of the many problems we face. He 
will need intell igent public support, and we are counting an your 
continuing efforts Ia keep the American people informed of our 
developing trade p rogra m. I know that your interest and help 
will make a vita l contribution. 

Sincerely, 

Mr. Ca rl J. Gilbert 
Chairma n, Committee for a 
National Trade Policy, 
Washing ton 6, D. C. 

DEAN RUSK. 

Summary of 1962 Trade Act-See Pages 3-6 
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U.S. COMPENSATES BRITAIN 
FOR ESCAPE CLAUSE 

TARIFF INCREASES 
The U.S. has agreed to a 20 percent re-

duction in duties on seventeen items im-
portant to British exports to this country, 
in compensation for American escape-clause 
tariff increases on certain carpets and glass 
which became effective last June. 

U.S. imports of the products covered by 
the compensatory concessions totaled $12.2 
million in 1961, of which the United King-
dom supplied $9.3 million. The most im-
portant products in the agreement are elec-
tric motors, packaging and wrapping ma-
chines, mustard, flax threads and flax yams. 

The U.S. was unable to negotiate duty 
reductions to compensate the six members 
of the European Common Market for our 
carpet and glass actions. The Six retaliated 
last August by doubling their tariffs on im-
ports of certain American textile and chem-
ical products valued at some $27 million 
annually (Trade Talk, Vol. IX, No. 9). 

The U.S.-British discussions were held 
under auspices of the GAIT. 

Kennedy Tightens Oil Quotas (Continued from page 1) 

new order. Neither are imports to the 
West Coast states, where domestic produc-
tion has declined in the face of rising 
demand. 

During consideration of the 1962 Trade 
Act, the House Ways and Means Commit-
tee rejected moves by independent oil pro-
ducers and domestic coal interests to impose 
a legislative limitation on crude oil imports 
of 14 percent of U.S. production in a given 
base period. Administration spokesmen op-
posed such quotas by legislation, stressing 
the need for "flexibility" in administering 
the oil import program (Trade Talk, Vol. 
IX, No. 7). 

Move Foretold in Senate Speech 
While the Administration avoided any 

public commitment, however, the current 
arrangement was foreshadowed in a Senate 
floor speech by Sen. Russell Long (D., La.) 

New CNTP Directors 
Christian A . Herter, Jr., General Man-

ager of Government Relations for the So-
cony Mobil Oil Co., and Adolph P. Schu-
man, President of the Lilli Ann Corp. and 
Chairman of the World Trade Center 
Authority of San Francisco, have joined the 
Board of Directors of CNTP. 

GATT Membership Now 44 
Trinidad and Tobago and Uganda have 

recently become full Contracting Parties to 
the General Agreement on Tariffs and 
Trade. Yugoslavia and the United Arab 
Republic were accepted as provisional 
members. 

Culliton to Tariff Commission 
President Kennedy has appointed J ames 

W. Culliton, dean of the University of 
Notre Dame College of Commerce and a 
political independent, to membership on the 
Tariff Commission. Since Congress ad-
journed without acting on Culliton's nomi-
nation, his recess appointment is subject to 
Senate approval in the coming session. 

Culliton succeeds ]. Allen Overton, Jr., 
a Republican. 

Simple, Long-Lasting Relief 
tt • •• the use of tariff relief un-

der the escape clause to deal with 
real problems of demonstrated dif-
ficulty ... may be accepted only 
so long as the emphasis is on re-
quiring the domestic industry to 
take all steps within its power to 
adjust to the new competition . ... 
Past experience, unfortunately, in-
dicates that once relief is obtained, 
it goes on and on with the per-
sistence of an encyclopedia sales-
man in the living room.'' 

-Cecil Morgan, Executive 
Assistant to the Chair-
man, Standard Oil Co. 
(New Jersey) 
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on the day before the President signed the 
new trade law. Long, a member of the 
Senate Finance Committee who represents 
an important oil-producing state, told the 
Senate that personal conversations with the 
President and other responsible members of 
the Executive Branch had "satisfied" him 
that the President "is prepared" to take spe-
cific steps-including tightening the import 
quota program and linking the ratio of im-
ports to past performance rather than fu-
ture estimates-"at the appropriate times." 

Several days later the late Sen. Robert S. 
Kerr (D., Okla.), who had managed the 
trade bill in Senate debate, sounded a sim-
ilar theme in a speech before the Independ-
ent Petroleum Association of America, re-
porting "relative unanimity" among all gov-
ernment agencies on the need for "equi-
table" oil import controls. 

KENNEDY VETOES BICYCLE 
TARIFF RISE 

President Kennedy has vetoed a bill, ap-
proved by Congress in the closing rush of 
the session, which would in effect have 
doubled the tariff on approximately one-
half of the bicycles currently imported 
from abroad. 

The President, who has used the veto 
power sparingly, could have let the measure 
die simply by withholding his signature. 
Instead, he chose to make an issue of the 
matter, declaring that approval of a tariff 
increase on bicycles so soon after comple-
tion of the 1961 negotiations and passage 
of the new Trade Expansion Act of 1962 
would be contrary to the aims of the new 
program and "would hamper our efforts to 
improve the position of American industry 
in foreign markets." 
Cites Relief Available Under New Law 

Noting that the new law offers "a wider 
variety of relief" to aid American firms 
suffering from imports, the President ob-
served that "should the American bicycle 
industry demonstrate the need for this re-
lief, it should be provided." 

The vetoed bill would have changed the 
tariff classification description for light-
weight bicycles so that the duty would have 
jumped from 11 Y4 to 22 Yz percent. The 
bill had coasted through Congress, reported 
unanimously by both the House Ways and 
Means and Senate Finance Committees, and 
approved by the House last April by unani-
mous consent. 

Javits Only Senator to Oppose Bill 
Senator Jacob Javits (R., N.Y.) was the 

only member to speak against the bill dur-
ing the Senate debate. Javits pointed out 
that approval of a bicycle tariff rise would 
be counter to the trade program embodied 
in the Trade Expansion Act which had 
cleared Congress only a day earlier, but the 
Senate rejected his amendment authorizing 
the President to suspend the effective date 
of a tariff increase if he found it to be in-
consistent with the new Act. 
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A summary of the Trade Expansion Act of 1962, and comparison 
of some major points with provisions of previous legislation. 

COMMITTEE FOR A NATIONAL TRADE POLICY 
1025 Connecticut Avenue, N.W., Washington 6, D. C. 

THE TRADE EXPANSION ACT OF 1962. 
The Trade Expansion Act of 1962-designed to help 

the United States consolidate and expand its interna-
tional trade position, strengthen its economic relations 
with foreign countries "through the development of open 
and nondiscriminatory trading in the free world," and 
prevent economic penetration by the Communist bloc-
was signed into law October 11, 1962. The legislation is 
a totally new statute, not simply a twelfth extension of 
the old Trade Agreements Act. 

The Statute authoriz·es the President to negotiate trade 
agreements, as well as to take certain forms of unilateral 
action, to obtain the reduction or removal of foreign 
duties or other import restrictions which are found to 
be "unduly burdening and restricting the foreign trade of 
the United States." It sets forth procedures the President 
is to follow in preparing for these negotiations, and the 
procedures, standards, and remedies to be applied in 
cases where it is claimed that serious injury to the 
welfare of certain industries or to the national security 
has been caused or threatened by increased imports. It 
makes similar provision for assistance to individual 
producers and workers who can show that imports have 
caused or threatened them with serious injury, whether 
or not the industry involved has itself encountered such 
difficulties. 

The adjustment assistance provisions, emphasizing the 
need for constructive response to import competition 
problems, introduce a new concept of relief from import 
injury. These provisions, together with special author-
ity for negotiation with the European Economic Com-
munity and the creation of the office of Special Repre-
sentative of the President for Trade Negotiations, are 
the major innovations in the trade legislation of 1962. 

THE PRESIDENT'S NEGOTIATING AUTHORITY 
Tariff-Cutting Authority 

During the 5-year period from July 1, 1962, to June 
30, 1967, the President may, with certain exceptions: 

1. Negotiate cuts in U.S. duties by as much as 50 
percent of the July 1, 1962 rates. He may eliminate 
duties that did not ~xceed 5 percent ad valorem (or 
ad valorem equivalent) on that date. 
2. Negotiate in agreement with the European Eco-
nomic Community the elimination of duties on articles 
within categories of goods in which the United States 
and the EEC in a selected base period together ac-
counted for at least 80 percent of the aggregate exports 
of the particular category by free world countries 
(omitting trade within the EEC). 
3. Negotiate cuts in duties beyond the general 50 per-
cent limitation, and without regard to the 80 percent 
dominant-supplier formula, on both temperate zone 
and tropical agricultural commodities. 
Although the original Administration proposal called 

for the use of 3-digit United Nations statistical classi-
fications of product categories, the new law authorizes 
the President to "select a system of comprehensive clas-
sification of articles by category." It requires him to 
do this as soon as practicable after the enactment of 

this law. The President, with the advice of the Tariff 
Commission, is to determine a representative period for 
each category of products. That period, which can be 
different from category to category, must be within the 
most recent 5-year period for which statistics are avail-
able and must contain at least two one-year periods. The 
membership of the European Economic Community is 
defined as membership on the date on which the Presi-
dent seeks the advice of the Tariff Commission on prep-
aration of the negotiating list. 

In EEC negotiations the President may go to zero on 
agricultural commodities (as defined in Agricultural 
Handbook No. 143 of the U.S. Department of Agriculture 
as issued in September 1959), whether or not they meet 
the 80 percent standard, if the President determines that 
such action "will tend to assure the maintenance or ex-
pansion of United States exports of the like article." 
This seems to imply a product-for-like-product reciproci-
ty, but such reciprocity is not clearly a requirement. 

The President may also go to zero on tropical agri-
cultural or forestry commodities not produced in signif-
icant quantities in the United States and on which the 
EEC has made an import concession "likely to assure 
access for such article to the markets of the European 
Economic Community" on a scale "comparable to the 
access which such article will have to the markets of 
the United States" and of a character giving substan-
tially equal treatment to all free world countries of 
origin. This clearly demands product-for-like-product 
reciprocity. 
Authority to Deal With Foreign Import Restrictions 

The President is given powers to cope with foreign 
import restrictions that unjustifiably or unreasonably 
burden U.S. commerce 9r prevent the expansion of trade 
on a mutually advantageous basis. The bill as it passed 
the House required the President (a) to take all ap-
propriate and feasible steps within his power to eliminate 
such restrictions; (b) to refrain from negotiating the 
reduction or elimination of any United States import 
restrictions under this law in order to secure the reduc-
tion or elimination of such foreign restrictions; and 
(c) where the other countries involved already receive 
benefits of U.S. trade agreement concessions, to counter 
the burdensome non-tariff import restrictions of those 
countries (including variable import fees) and other 
practices that unjustifiably restrict U.S. commerce-to 
the extent consistent with the purposes of the Act-by 
suspending, withdrawing, or preventing the application 
to those countries of .the benefits of trade agreement 
concessions, or by refraining from proclaiming the bene-
fits of new concessions in carrying out a trade agreement 
with those countries. 

The Senate added two significant provisions to that 
section of the Act, making explicit certain other pro-
visions requiring Presidential action. The first (generally 
called the Williams (R., Del.) amendment) deals only 
with foreign restrictions on agricultural products. When-
ever foreign import re&trictions on agricultural products 
are found to "impair the value of tariff commitments 



made to the United States," or to ''unjustifiably oppress 
the commerce" of the U.S., or "prevent the expansion of 
trade on a mutually advantageous basis," the President 
is required to impose import restrictions on U.S. imports 
from the country or common market involved to the 
extent "necessary and appropriate" to prevent the es-
tablishment or obtain the removal of such foreign import 
restrictions. 

The second, or Douglas amendment, is an addition to 
the action the Preside:Q.t must take with respect to bur-
densome and unreasonable restrictions (albeit legally 
justifiable under international agreement) imposed by 
countries which benefit from U.S. concessions. It is not 
limited to agriculture. It provides that whenever a coun-
try or a common market that receives the benefits of 
U.S. trade concessions "maintains unreasonable import 
restrictions which either directly or indirectly substan-
tially burden" U.S. commerce, the President may--con-
sistent with the purpos~s of the Act and with U.S. inter-
national obligations-spspend, withdraw, or prevent the 
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application of the benefits of U.S. concessions to the 
products of that country or common market. 

This provision is intended as a means of persuading 
other countries to reduce unreasonably high import re-
strictions directly affecting U.S. exports and to end dis-
criminatory treatment of goods from third countries. 
Other Presidential Powers 

The new legislation authorizes the President (through 
the Bartlett amendment) to use the threat of import 
restrictions on fish to induce participation in interna-
tional conferences on the use or conservation of interna-
tional fishery resources. If such a conference is called, 
the President is required by this trade statute to use 
all appropriate means to persuade countries whose fish-
ing policies or practices affect such resources to negotiate 
on their use or conservation. If any country refuses to 
do so, the President is authorized-if he thinks it would 
be effective in getting that country to participate in such 
negotiations-to increase the duty on any fish (in any 
form) from that country, for as long as he deems neces-
sary for that purpose. · The increased duty may not be 
more than 50 percent above the rate existing on July 1, 
1934. 

SPECIAL REPRESENTATIVE FOR 
TRADE NEGOTIATIONS 

The major administrative innovation of the new trade 
act is creation of the post of Special Representative for 
Trade Negotiations-unofficially referred to as the "Chief 
Negotiator." The President is directed to make such an 

appointment, subject to Senate confirmation. (Christian 
A. Herter has been appointed, with William Gossett as 
his deputy.) The Special Representative, holding Am-
bassadorial rank, is also Chairman of the Interagency 
Trade Organization created by the new statute. This 
in effect gives him Cabinet rank, since the Interagency 
Trade Organization is composed of those Cabinet officers 
and other government officials whom the President may 
designate as members. 

The Organization will in effect assume the advisory 
functions previously carried out by the Trade Policy 
Committee, which had been set up by Executive Order 
and which was chaired by the Secretary of Commerce. 
The statute requires that the Organization advise the 
President on basic policy issues arising in the adminis-
tration of the trade agreements program, on escape clause 
cases, on action to be taken to deal with unjustifiable or 
unreasonable foreign import restrictions, and on any 
other aspects of the trade agreements program with 
which the President rriay ask it to concern itself. 

In a letter to Chairman Mills of the Ways and Means 
Committee, President Kennedy stated his intention to 
work particularly through the Special Representative in 
achieving the "high degree of leadership and coordina-
tion in the executive branch" necessary in carrying out 
the major trade negoti~tions under this Act. This sug-
gests a key role for the Special Representative in co-
ordinating the activities of the various executive agen-
cies in the overall trade policy field. 

PRE-NEGOTIATION PROCEDURES 
Tariff Commission Hearings 

The President is required to submit a proposed ne-
gotiating list to the Tariff Commission. Within six 
months of ·receipt of such a list, the Commission is re-
quired to give the President its judgment as to the 
probable economic effect of U.S. trade concessions on 

. U.S. industries producing like or directly competitive 
articles on the list. In preparing its judgment, the Com-
mission is required to hold public hearings. 

This advisory responsibility of the Commission takes 
the place of the Commission's "peril point" function 
under the old law. Thus, the Commission no longer sets 
specific tariff points as supposed dividing lines between 
likely injury and safety from injury. It is now-more 
realistically-to present broad-gauged analyses (to the 
extent possible within the restrictive time limits speci-
fied in the Act) of the strengths and weaknesses of the 
industries concerned. 
Executive Agency Hearings 

The Special Representative and the Executive agencies 
also play an important part in preparing for trade agree-
ment negotiations. The President is required to seek 
information and advice from the Departments of Agri-
culture, Commerce, Defense, Interior, Labor, State, and 
Treasury, and from such other sources as he may deem 
appropriate. He is also required to designate an agency 
or an interagency committee (presumably within the 
framework of the new Interagency Trade Organization 
created by this legislation) to conduct a second set of 
public hearings providing any interested person an op-
portunity to present his views concerning (a) any article 
on the proposed negotiating list, (b) any article he thinks 
should be added to that list, (c) any foreign concession 
which should be sought. by the United States, or (d) any 
other matter relevant to the proposed trade agreement. 

The first item in this enumeration suggests that the 
Executive departments will be under pressure to remove 
products from the negotiating list. Such efforts will 
doubtless first be exerted publicly in the Tariff Commis-
sion hearings, but the ultimate decision rests with the 
President. The extent of duplication in the two sets of 



hearings will be a question for the Executive Branch 
to resolve, but it is important to note that the Executive 
would be subjected to pressures regardless of whether 
or not it were required to hold its own set of hearings. 

Trade negotiations may not begin until the President 
has received the judgment of the Tariff Commission, or 
until expiration of the six months the Commission is 
given to analyze the negotiating lists-whichever comes 
first-and only after the President has received a sum-
mary of the executive agency hearings referred to above. 

The "Reserve List" 
The President may exempt from negotiations any 

product which he deems appropriate, placing it on a 
"reserve list." In addition, there are statutory exemp-
tions from negotiations. These include: (a) products 
which have been the subject of Presidential action under 
the escape clause (Sections 351 and 352) or the national 
security clause (Section 232) of the new Act and on 
which that action is still in effect in some form; (b) prod-
ucts which have been the subject of Presidential action, 
still in effect, under corresponding clauses of previous 
legislation; and (c) products on which a Tariff Commis-
sion majority had, under the old escape clause, found 
serious injury but on which no Presidential supporting 
action had been taken. 

In the latter category, the products involved, if they 
are to qualify for "reserve list" treatment, must first be 
included in the proposed negotiating list; the industry 
concerned must, within 60 days after publication of the 
list, request that the product be exempted; and the Tariff 
Commission must find that economic conditions in the 
industry have not substantially improved since the Com-
mission's finding of injury. An industry may not make 
such a request for exemption if it failed to do so the 
first time the product appeared on a negotiating list 
prepared under the new Act. 

PRESIDENT1S POWER TO INCREASE 
RESTRICTIONS: ESCAPE CLAUSE AND 
NATIONAL SECURITY PROVISIONS 

Besides authorizing import restrictions as a bargain-
ing tool (see above), the new statute provides for the 
withdrawal of trade concessions that cause or threaten 
serious injury to U.S. producers and for imposition of 
import restrictions designed to prevent impairment of 
national security. The national security provisions are 
in substance the same as those enacted in the last exten-
sion of the Trade Agreements Act. The criteria to be 
applied in national security cases are without limit. 
The President is left with complete discretion in the dis-
position of such proceedings. 

The new escape clause, referred to technically as pro-
vision for " tariff adjustment," may be invoked only when 
injury to an industry is claimed. In some respects it 
is similar to the escape clause of the old law, in some 
respects different. A notable difference is that the so-
called "industrial segmentation" clause of the old law 
has been discontinued. The 1962 statute provides no 
definition of industry, thus permitting though not ensur· 
ing a broad definition. 

The House Ways and Means Committee, in its report 
on the bill, observed that in general an industry would 
be defined as including "those operations of those es-
tablishments in which the domestic article in question 
. . . is produced." This broad definition is affected by 
such factors as the accounting feasibility of distinguish-
ing between facilities producing and those not producing 
the article in question, and the extent to which the 
equipment and skills devoted to producing the article 
in question are interchangeable with the other resources 
of the firms involved. Thus the Tariff Commission will 

have wide discretion in determing definition of "in-
dustry." 

Although there was never any statutory limitation 
in previous legislation on the factors the Tariff Commis-
sion was to consider in deciding whether injury had oc-
curred, the listing of certain factors (not to the exclusion 
of others) tended to invite emphasis on those specifically 
enumerated. The new legislation mentions "idling of 
productive facilities, inability to operate at a level of 
reasonable profit, and unemployment or underemploy-
ment" as injury criteria. Thus the ingredients of injury 
are not unlike those suggested in previous legislation, 
and may even be somewhat more restrictive. 

In assessing the contribution of tariff concessions to 
import expansion, the Tariff Commission must determine 
whether or not the expansion of imports is a result "in 
major part" of those concessions. Under the previous 
legislation, the standard was whether or not the increased 
imports were due "in whole or in part" to the conces-
sions. The standard to be applied in determining the 
extent of injury is whether increased imports have been 
"the major factor in causing, or threatening to cau'Se" 
serious injury. Under the previous legislation, the stand-
ard was whether "increased imports, either actual or 
relative ... have contributed substantially toward causing 
or threatening serious injury." 

Where the Tariff Commission finds that an industry 
has experienced or is threatened with serious injury, 
it is required to determine the amount and kind of import 
restriction "necessary ~o prevent or remedy such injury" 
and to report its findings and recommendations to the 
President. If the President accepts the Commission's 
findings of injury, he may impose such import restric-
tions as he considers necessary to prevent or remedy 
the injury. Under the previous law, as interpreted by 
the courts, the President had no discretion with respect 
to remedies for injury: he could merely accept or reject 
the Commission's recommendations in toto. If he rejected 
them, he was in effect impelled to reject the finding of 
injury itself. 

Where tariff relief is used, the increase in duty cannot 
be in excess of 50 percent above the rate of July 1, 1934. 
If the product is dutiable but no duty existed on July 1, 
1934, the new duty cannot be in excess of 50 percent 
above the duty in effect just prior to the President's 
proclamation. Where the product is not dutiable, the 
duty imposed cannot exceed 50 pereent ad valorem. 

The President may also, concurrently with import re-
strictions or in lieu of such restrictions, provide that 
the firms and workers of the affected industry may seek 
adjustment assistance through the Departments of Com-
merce and Labor, respectively. Under the original Ad-
ministration bill, adjustment assistance was the primary 
remedy in injury cases, with import restrictions seen 
as "extraordinary relief." Amendments by the House 
Ways and Means Committee, which were sustained 
throughout the legislative history of the bill, placed these 
alternative remedies on an equal basis, removing any 
reference to import restriction as an extraordinary 
measure. 

Congressional Power to Override 
If the President does not impose the import restric-

tions :recommended by the Tariff Commission within 60 
days after receiving a finding of serious injury from the 
Commission, he is required to report his reasons to both 
houses of Congress. If both houses, by a simple majority 
of the total membership of each chamber (acting not 
on a privileged resolution as under the previous legisla-
tion, but following regular committee procedures), vote 
concurrent resolutions supporting the increase recom-
mended by the Tariff Commission, t he President must 
proclaim such restrictions. 



Termination of Escape Clause Action 
The President is authorized to reduce, eliminate, or 

extend in whole or in part for periods not exceeding 
four years at any one time, import restrictions imposed 
under the escape clause of this or previous legislation 
whenever he decides, taking account of advice from the 
Tariff Commission and the Secretaries of Commerce and 
Labor that such a step would serve the national interest. 
In the absence of extension by the President, escape 
clause action under this statute will terminate not later 
than four years after the effective date of the initial 
proclamation; escape clause action taken under the previ-
ous legislation will terminate not later than five years 
after the date of the enactment of the Trade Expansion 
Act (i.e., not later than October 11, 1967). 

As long as any escape clause action remains in effect, 
the Tariff Commission is required to keep the industry's 
situation under review and report its findings annually 
to the President. 

ADJUSTMENT ASSISTANCE 
The Secretary of Commerce is required to certify as 

eligible for adjustment assistance any firm belonging to 
an industry which has been the subject of escape clause 
action if the President has permitted the member firms 
to seek adjustment assistance. However, the firm must 
show to the satisfaction of the Secretary of Commerce 
that it has experienced or is threatened with serious in-
jury attributed to the import expansion the Tariff Com-
mission had assessed. The Secretary of Labor has cor-
responding functions with respect to a group of workers 
who prove to his satisfaction that a "significant number 
or proportion" have experienced or are threatened with 
unemployment or underemployment. 

Individual firms or individual groups of workers may 
eek adjustment assistance independently of escape clause 

proceedings applicable to their industries. The criteria 
are generally the same as those applicable in escape 
clause cases. If the Tariff Commission finds serious in-
jury with respect to such petitions for adjustment as-
sistance, it sends its report to the President, who may 
certify the petitioners eligible for adjustment assistance. 

To qualify for adjustment assistance, a firm must 
apply for such assistance within two years after eligi-
bility has been certified and must present an economic 
adjustment proposal. Assistance may take the form of 
technical, financial, or tax assistance, singly or in com-
bination. The adjustment proposal must be "reasonably 
calculated materially to contribute to the economic ad-
justment of the firm," "give adequate consideration to 
the interests of the workers of such firms" who are ad-
versely affected by import competition, and "demonstrate 
that the firm will make all reasonable efforts to use its 
own resources for economic development." The Secre-
tary of Commerce is required to refer adjustment pro-
posals to those government agencies which have respon-
sibilities in pertinent areas of technical and financial 
assistance. To the extent that these agencies do not 
wish to furnish technical or financial assistance, the 
Secretary of Commerce may do so if he feels that such 
assistance is necessary to carry out the adjustment pro-
posal. The Act authorizes appropriations to the Secretary 
of Commerce to carry out his responsibilities under the 
adjustment assistance program. 

Provision for tax assistance includes more liberal 
carrybacks and carryovers of losses. 

Workers may obtain supplementary unemployment 
compensation, retraining assistance, and relocation al-
lowances. While adjustment assistance allowances to 
workers are to be proyided through state governments 
to the extent practicable, the financing of the program 
is entirely Federal. Al_Iowances will be payable only to 
workers who have been employed over a three-year peri-

od, the last six months of this in a firm or firms found 
to have been seriously affected by imports, and who have 
become unemployed or underemployed because of the 
effect of increased imports on such a firm or firms. The 
trade adjustment allowance is 65 percent of the worker's 
average weekly wage, subject to a limitation of 65 per-
cent of the national average manufacturing wage, less 
50 percent of his remuneration for work he might obtain 
during the period of certified unemployment. Allowances 
are to be provided for · not more than 52 weeks, except 
where retraining extends beyond that period, or where 
the worker is over 60 years old. Allowances are not 
payable to workers who refuse, without good reason, to 
take or complete retraining. 

These benefits are greater both in amount and dura-
tion than those provided by most regular State-Federal 
unemployment compensation programs. 

MOST -FAVORED-NATION PROVISION 
With one notable exception, the new legislation con-

tinues in effect the most-favored-nation principle which 
has long been a feature of U.S. trade policy. Thus any 
duty or other import treatment proclaimed in carrying 
out any trade agreement will be applied to the correspond-
ing products of all foreign countries, whether imported 
directly or indirectly. This uniformity of treatment, of 
course, does not apply to those countries against which 
import-restrictive action is taken by the Pre ident to 
cope with unjustifiable foreign restrictions against U.S. 
goods; nor to imports from Soviet bloc countries which 
had been denied most-favored-nation treatment under 
previous legislation. 

The notable change from the previous policy is that 
Poland and Yugoslavia, which had enjoyed most-favored-
nation treatment under the expired statute, are denied 
such privileges under the new legislation. The House 
bill made the change, the Senate restored the previous 
policy, and the conferepce committee report reverted to 
the House position. The Act passed in that form. It 
does not mention .the two countries specifically, but says 
only that most-favored-nation treatment is not to be 
accorded to "products, whether imported directly or in-
directly, of any country or area dominated or controlled 
by Communism." 

SIGNIFICANT DEFINITIONS 
Two of the Act's definitions of terms are here singled 

out as important to understanding of the new legislation. 
"The term 'firm' includes an individual proprietorship, 

partnership, joint venture, association, corporation (in-
cluding a development corporation), business trust, co-
operative, trustees in bankruptcy, and receivers under 
decree of any court. A firm, together with any prede-
cessor, successor, or affiliated firm controlled or substan-
tially beneficially owned by substantially the same per-
sons, may be considered a single firm where necessary 
to prevent unjustifiable benefits." 

"An imported article is 'directly competitive with' a 
domestic article at an earlier or later stage of processing, 
and a domestic article is 'directly competitive with' an 
imported article at an earlier or later stage of process-
ing, if the importation of the imported article has an 
economic effect on producers of the domestic article com-
parable 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." This is a broader 
definition of "product" than under the old law, and makes 
it easier for claimants of injury to demand relief. In 
1958 an attempt was made on the Senate floor to write 
such a provision into the Trade Agreements Extension 
Act of 1958, but it was defeated in a close vote. 



Herter Sees Hard Negotiations 
(Continued frmn page 1) 

that the importance of the task and the 
scope of interest and endeavor of the Spe-
cial Representative go "beyond the imme-
diate particulars of negotiations" on trade 
and tariff matters. 

Gossett Is Deputy Negotiator 
Herter's deputy is \Villiam T. Gossett, 

a former vice president, general counsel, 
and director of the Ford Motor Company. 
Gossett had been with Ford from 1947 
until early 1962, when he resigned to do 
work of a public service nature. 

No other staff appointments have been 
announced as yet. The Special Represent-
ative is expected to draw on the resources 
of various executive agencies in meeting 
his wide responsibilities in the trade field. 

Mr. Herter's long and distinguished 
career includes service as a member and 
Speaker of the Massachusetts Legislature, 
two terms as Governor of Massachusetts, 
and several years as a member of the U .S. 
House of Representatives. He was Under 
Secretary of State from 1957 to 1959, and 
Secretary from 1959 to 1961. 

DEVELOPING NATIONS PRESS 
FOR U.N. TRADE MEETING 

A U.N.-sponsored international confer-
ence on world trade problems will probably 
be convened by mid-1964 despite the 
doubts and reported opposition of the major 
industrialized nations, particularly the U.S. 
and Great Britain. 

The conference, sought by developing 
nations anxious to expand exports and im-
prove their world trade position, has been 
overwhelmingly approved by a resolution 
of the U.N. General Assembly's Economic 
Committee. The 35 -power resolution was 
adopted by a vote of 73 to 10, with 23 
nations abstaining. The required approval 
by a two-thirds vote of the full Assembly 
is considered virtually certain after the un-
expectedly strong vote in Committee. 
Soviets Back Move Over U.S. Opposition 

The Soviet bloc supported the under-
developed countries in the demand for the 
meeting to consider removal of barriers by 
industrialized nations to the expansion of 
exports from the developing countries. 

Britain and the U.S. reportedly hinted 
that they might not attend such a confer-
ence if it is held this year, but efforts are 
underway to win the support of the major 
trading powers for the meeting. They had 
argued that a conference would not be feas-
ible in so short a time on account of the 
broad preparations that would be needed. 

ttTariffs or other import barriers 
artificially distort like a fun-house 
mirror." 

-Cecil Morgan, Executive 
Assistant to the Chair-
man, Standard Oil Co. 
(New Jersey) 

ttThe trading countries of the free 
world ••. are looking for U.S. lead-
ership in the forthcoming tariff ne-
gotiations under the trade expansion 
act. There is an increasing aware-
ness that if this act turns out to be 
a· meaningless instrument in the field 
of agricultural trade and the Com-
mon Market persists in providing ex-
cessive added protection for its own 
agricultural programs at the expense 
of o·utside suppliers, the consequences 
for all could be very serious, indeed." 

-Charles S. Murphy, 
Under Secretary of 
Agriculture, 
Dec. 17, 1962. 

Foreign Trade Convention Backs 
Strong Statement on Trade 

Needs of Underdevel-
oped Countries 

The forty-ninth National Foreign Trade 
Convention, meeting in New York in Oc-
tober 1962, adopted a strong declaration 
setting forth the interest of the U.S. in 
promoting expanding trade opportunities 
for the underdeveloped countries. The 
text of the statement is as follows: 

" . . . It is becoming increasingly ap-
parent that the less developed countries 
must have access to broader outlets and 
greater export earnings if they are to ob-
tain in turn the equipment and materials 
needed for the diversification and advance-
ment of their economies. Thus, in its own 
interest and in that of the wider interna-
tional trading community, the U .S. must 
exert every effort to maintain a multilateral 
trading system with a minimum of barriers 
and restrictions." 

EEC Farm Protectionism 
(Continued /rO?n page 8) 

to some $500 million annually, he said, but 
the European variable levy system "is de-
signed to make possible unlimited protec-
tion to domestic production and can readily 
be used for the deliberate purpose of achiev-
ing self -sufficiency." 

Good Prospects for Some Products 
On the other hand, Murphy reported that 

there are good prospects for expanding U.S. 
exports of some commodities not largely 
produced in EEC countries, for which EEC 
proposed a fixed common external tariff 
rather than the variable levy. These include 
cotton, soybeans, tallow, hides and skins, 
certain fruits and vegetables, and other 
farm items representing some $700 million 
in annual shipments. 

Western Europe has been a major market 
for U.S. farm exports. In 1961 , the six 
Common Market nations bought 31 percent 
of the $3 .5 billion in U .S. farm commodities 
that were sold abroad for dollars. More 
than half of all dollar sales abroad go to 
the Six, Great Britain, and the other Eu-
ropean countries that want to join the 
Common Market. 

Survival Demands 
Adjustment: 
tt. . . the survival of our eco-

nomic system, national and inteJ·-
?tational, depends ·upon our ability 
to adjust ourselves to change. 
There were types who did not ap-
prove and did not adjust them-
selves to the Stone Age. We are 
the descendants of those who did." 

-Sir David Ormsby-Gore, 
British Ambassador to 
the United States 

Sewing Machine Maker Defends Liberal Trade 
"We really do not have a practicable 

alternative to expanding our economic rela-
tions with the rest of the world and follow-
ing a policy of freer and expanding foreign 
trade," says the president of the Singer 
Manufacturing Co., America's largest pro-
ducer of sewing machines. 

Noting that his company's "fum com-
mitment" to the cause of free trade "is not 
merely theoretical but has been tested very 
severely in the fires of import competition," 
Singer president Donald P. Kircher declared 
that he is "not pessimistic" about the abil-
ity of American industry to compete effec-
tively against foreign producers, "even in 
the extreme circumstances" his industrv 
has faced. 

The attitude of the U .S. toward the 
European Common Market will be "crucial," 
he warned. "If we want greater access to 
their booming economies for our exports, 
we must give them greater access to our 
home market," he said. 
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"As businessmen presumably devoted to 
the principles of free enterprise and con-
vinced of the beneficial effects of compe-
tition, it ill becomes us as competitors to 
say that we need subsidies in the form of 
high tariffs in order to compete." 

During the 1950's, when imports of sew-
ing machines increased rapidly, Singer ad-
hered "sometimes grimly" to its traditional 
policy of favoring freer trade, Kircher re-
called. "We sought no import quotas ; we 
sought no increased tariffs," but asked only 
that the government make a more aggres-
sive effort to persuade foreign countries, 
particularly Japan, to reduce their barriers 
against our exports. 

While Singer's sales of American-made 
sewing machines have increased each year 
since 1957, and the company increased its 
share of the U.S. market both in 1960 and 
1961, "the conflict is not over," Kircher 
observed. "In a competitive economy it 
never is." 



U.S. & GATT Warn of EEC Farm Protectionism BRITAIN GRANTS JAPAN 
M-F-N STATUS Warnings against a growing restrictionist 

trend in European Common Market agri-
cultural trade have been sounded recently 
by both the GATT and the U.S. Govern-
ment. So far, the EEC countries have 
shown no inclination to compromise on their 
newly-adopted system of variable levies on 
farm products, and the issue promises to 
be a major problem in trade negotiations 
with the Six. 

A report drafted by a committee ap-
pointed by the GATT to consult with EEC 
on its new common farm policy expresses 
concern that the EEC could dictate the 
terms of world trade in farm products. Ex-
porting countries, according to the GATT 
report, fear that the EEC's policies "could 
not fail" to boost output by EEC farmers. 
The resulting increase, combined with 
EEC.'s concentration on expanding trade 
within the Community, would lead to lower 
imports of farm products from other coun-
tries. The "adverse impact" on world trade, 
says . the GAIT study, would be even great-
er if the EEC is enlarged by admission of 
new members. 

Freeman Warns U.S. Can Retaliate 
. At the same time, U.S. Secretary of Ag-

nculture Freeman frankly warned the Six 
to assure adequate access to European mar-
kets for American farm products, or else 
risk retaliation against European exports. 
In a major speech-reportedly cleared at 
the White House-Freeman told the Agri-
culture Committee of the 20-nation Or-
ganization for Economic Cooperation and 
Development (of which both the U.S. and 
the six Common Market nations are mem-
bers} that the U.S. is "sharply troubled" 
by recent evidence, particularly EEC ac-
tions affecting grains and poultry, "which 
suggests the European Economic Communi-
ty, instead of moving toward a liberal trade 
policy for agriculture commodities, actually 
is moving backward with regressive policies 
that could impair the existing trading ar-
rangement." 

Vol. X, No. 1, January 3, 1963 

trNow that the trade bill is 
passed, we cannot afford simply 
to go back to business as usual; 
if we do, we shall soon find 
business is not as usual but 
worse." 

-Leo D. Welch, Chairman 
Standard Oil Co. 
(New Jersey) 

~·· 

Pointedly recalling that the new Trade 
Expansion Act empowers the President to 
retaliate against countries placing un-
justifiable restrictions on American farm 
exports, Freeman noted that "the Congress 
and the American public find it difficult 
to understand why the United States should 
maintain liberal access for a wide range of 
competitive imports if our own agricul-
tural exports are restricted in foreign 
markets." 

EEC Reply Not Conciliatory 
Replying for the EEC, the French Min-

ister of Agriculture declared that the Com-
mon Market countries had no intention of 
retreating from agreed-upon agricultural 
policies, but would be willing to discuss 
problems that might arise. 

Freeman's point was echoed a month later 
by his Under Secretary, Charles S. Murphy, 
who told of U.S. concern for exports of 
such products as wheat and wheat flour, 
feed grains, certain meat products, poultry, 
eggs and rice. U.S. shipments have amounted 

(Continued on page 7) 

GATT MINISTERIAL MEETING 
IN 1963 

A meeting at the ministerial level under 
the auspices of the General Agreement on 
Tariffs and Trade will convene in February 
or March of 1963, to consider basic trade 
problems and policies, negotiating proce-
dures and definitions. 

The U.S., which joined with Canada in 
proposing such a conference to the Twen-
tieth Session of the GATT last November, 
expressed the hope that the Ministerial 
Meeting would stimulate a broad program 
of world trade liberalization. A major 
question for the Ministers to consider will 
be the holding of a new conference for the 
comprehensive reduction of tariff barriers 
on industrial goods and primary products, 
possibly in 1964. 

TRADE TALK 

A rna jor move toward freer world trade 
has come this past November with the sig-
nature of a British-Japanese treaty of friend-
ship and navigation in which Britain 
granted Japan most-favored-nation treat-
ment in trade between the two nations. 

In a statement the British Government 
said that discrimination against Japan under 
Article 35 of the General Agreement on 
Tariffs and Trade was becoming "progres-
sively harder to justify." 

The British observed that the Japanese 
market had become much more important 
for British exporters. Shipments from the 
United Kingdom to Japan more than dou-
bled in the period between 1955, when Ja-
pan signed the GATT, and 1960. 

Japan's growing significance as a world 
trader and the changing pattern of Japanese 
exports were other factors which reportedly 
caused Britain to join the United States in 
the drive to eliminate discrimination against 
Japanese products. 

Among the nations still refusing most-
favored-nation status to Japan are France, 
Austria, the Benelux nations, Portugal, Aus-
tralia, Malaya, Republic of South Africa, 
Federation of Rhodesia and Nyasaland, Ni-
geria, Sierra Leone, T anganyika, and Haiti. 
France and the Benelux countries have 
agreed in principle to grant Japan m-f-n 
status, and negotiations to implement these 
agreements are now underway. 

rrr am more concerned about 
how our products are doing tacross 
the counter in the free market of 
Hong Kong than how they are 
competing in Peoria, Illinois. For 
the fundamental fact is that if we 
can't compete in Hong Kong, it 
isn't likely that we will he com-
peting favorably in Peoria for 
very long." 

-Charles H. Percy, 
Chairman, Bell & Howell Co. 
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CONGRESSIONAL RECORD STATEMENT BY SENATOR HUBERT H. HUMPHREY 

TARIFF COMMISSION ACTION ON SOFTWOOD LUMBER 

February 25, 1963 

Mr . President, on February 14 the Tariff Commission by 

unanimous vote issued a decision on their Investigation No . 

7-116 , Softwood Lumber, in which they found that . " ••• softwood 

lumber is not , as a result in major part of concessions granted 

under trade agreements, being imported in such increased quanti-

ties as to cause, or threaten to cause , serious injury to the 

domestic industry producing the like article . " 

The Commission said further on in its findings , " ••. it is 

clear not only that trade-agreement concessions fall far short 

of being the preponderant cause of softwood lumber 'being imported 

in ..• increased quantities ' but also that they do not contribute 

as much to the increase as certain other causes . " 

I ask unanimous consent that the findings of the Commission 

be printed at the conclusion of my remarks . 
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On the same day a spokesman for the National Lumber 

Manufacturers Association described the Commission's action 

as disheartening and he went on to state, "It is equally clear ••• 

that under the present law the Tariff Commission has virtually 

ceased to exist as an effective agency to which any beleaguered 

domestic industry or its employees can turn for relief." 

This same spokesman also said " •.. the Tariff Commission ••• 

was barred from a favorable finding by the requirements of the 

1962 Act which requires that the petitioner must prove injury 

resulting 'in major part' from trade-agreement concessions." 

There is some misunderstanding, apparently, on the Trade 

Expansion Act and the purpose which it is intended to serve as 

evidenced by statements I have just read. 

The 1962 Trade Expansion Act is an extension and a continua-

tion of a trade policy of long standing. The American lumber 

industry had an obligation to itself to ascertain whether or not 
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the increased importation of lumber from Canada was caused by 

prior trade concessions . The Tariff Commission finds that this 

is not the case and , as it has always been required to do , it 

could not recommend relief merely because the importation of a 

product has increased . 

When this case was before the Tariff Commission, the American 

lumber industry was not united . Some of its most effective and 

forward-looking members completely opposed the effort to restrict 

the importation of lumber from Canada . The National Association 

of Home Builders filed a brief in opposition to the petition as 

did groups representing wholesalers and retailers of lumber . 

Within the ranks of the lumber industry there was an inability 

to agree on certain steps which might prove useful . 

There already has been substantial action by the Kennedy 

Administration to assist the domestic lumber industry . On July 26, 

1962, the President outlined a six-point program and substantial 

accomplishments have been made here . In addition, last year the 
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Secretary of the Treasury created a new schedule of depreciation 

allowances for the timber industry which brought assistance 

estimated at $25 million annually. 

This one step alone helps to enhance the position of the 

domestic timber industry and improve its competitiveness by an 

amount equal to what would have occurred if the maximum tariff 

permissible under law had been recommended by the Tariff Com-

mission. I want to be perfectly candid and point out that these 

depreciation benefits flowed not only to the lumber industry 

but also to the pulp, plywood, and the other parts of the timber 

industry . The Secretary of Agriculture and the Secretary of 

Interior have made increasing amounts of timber available from 

our public forests and have exercised great restraint in the 

pricing of it . However, the competitive-sale method fully protects 

the public interest and I am advised that sales of timber continue 

to be made at prices substantially above appraised rates. 
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I think it is particularly significant to note that a 

comparison of softwood lumber production made by the National 

Lumber Manufacturers Association itself shows that domestic 

production increased last year from 25.9 billion board feet 

in 1961 to 26.4 billion board feet in 1962--a gain of half a 

billion board feet. 

I have received an article and editorial from The Argus, 

a Pacific Northwest publication, which offer some interesting 

commentary on the situation facing our domestic lumber industry. 

In the February 5th editorial, The Argus writer points out, 

"Finally, we are not impressed by the alleged poverty of some 

of the companies crying loudest about a danger to their survival. 

What balance sheets are available to the public suggest thay are 

surviving very well indeed--a good deal better than some of 

those who would, we think, have to foot the final bills for 

myopic policies aimed at short-range protection." 
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I know that the problems which face our lumber industry 

are of concern to some members of the Senate . This industry 

has had some poor years . There has been a decline in employment 

and many small mills have gone out of business . But the answer 

to this situation ultimately lies in developing ways to enhance the 

use of wood, finding new uses for wood and wood products, and in 

reestablishing markets that have been lost . Fortunately there 

exist in the lumber industry certain persons dedicated to these 

objectives. 

Mr. President, I ask unanimous consent that pages 4- 22 of 

the Tariff Commission findings on softwood lumber be printed in 

the Record . I ~~ ask unanimous consent that a press release 

outlining the President ' s six-point program for the lumber industry 

and editorial from The Argus be printed in the Record at this point . 

I also ask unanimous consent that a report on the Tariff Commission 

finding issued by the National Association of Home Builders 

be printed in t he Record. 



REPORT 
February 21, 1963 

TO: 

TARIFF DECISION ON LUMBER 

The U. S. Tariff Commission has just rendered its report to President 
Kennedy on the results of its investigation of softwood lumber. You will 
recall we forwarded to you last November a copy of the statement submitted 
by NAHB to the Commission in which we objected strongly against any acti on 
which would result in raising the cost of softwood lumper to the construction 
industry. (See your Legislative Report, November 9, 1962.) 

After two weeks of hearings, an extended investigation by the Commission 
staff, examination of all available documents, studies, data and statements 
from industry (such as ours) •••• the Tariff Commission unanimously found 
that the domestic lumber industry in the United States is not being caused 
serious injury by the importation of increased quantities of softwood lumber 
as the r~sult in major part of trade-agreement concessions. 

This is a major victory for the Canadian lumber industry which has begun 
to supply an increasing quantity of softwood lumber for home building. T he 
statement filed on behalf of the lumber manufacturers in the United States 
specifically requested the Tariff Commission - -

(1) to impose a maximum tariff on all imported Canadian lumber, 

(2) to impose restrictive import quotas on Canadian lumber, and 

(3) to require marking of all impor ted lumber to show its Canadian 
origin. 

NAHB-"YOUR VOICE IN WASHINGTON " 
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On the basis of its hearings and investigation the five members of the Tariff 
Commission unanimously rejected all t hree of these requests. As a re s ult, 
there is no recommendation for any action by the President. In discuss ing 
the considerations which led to t heir findings, the members of the Commis -
sion made the following points: 

(1) Past Tariff Reductions. U. S. Tariff reductions were provided in 
trade agreements in 1936 , 1939 and 1948. These duty reductions 
were made so long ago that they can have only a negligible effect on 
current increased imports of lumber. Moreover, the reductions in 
duty probably operated much more to cause a rise in Canadian pric e s 
than to cause a l owering of U.S. prices. 

(2) Subsequent Tariff Action. The Commission rejected the argument that 
continuance of l ower duties on Canadi an lumber c aus ed damage to the 
domestic industry. It noted the domestic softwood lumber industry 
took no action between 1948 and 1962 to request any relief. Nor was 
legislation asked of Congress. And finally it point ed out that the ex-
tent to which Canadian producers expanded their output and exports to 
the United States as a result of the 1936-1948 lower duties "is not de-
terminable but probably was not significant." 

(3) Marking of Lumber. The Commission noted that for many years pri or 
to September 1 , 1938, t here was no requirement to mark lumber to 
show country of ori gin and that the requirement with respect to Canada 
was in effect for less than three months before being suspended by 
agreement between t he United States and Canada. The Commissi on 
noted t hat " the marking statute was never designed to afford protecti on 
to domestic producers" nor can it be regarded as a "trade-agreement 
concession" within t he meaning of the Trade Expansi on Act. 

Voluntarily, h owever , the Commission not es that restoration of the 
marking requirement "would n ot likely have contribut ed to a reduction 
in t he l evel of impor ts of softwood lumber. On the basis of evidence 
obt a ined by the Commission, its restoration might well have had a con-
trary effect . " 

The Commission a ls o "reject s c ompletely" the argument that absence 
of marking nullifie s t he "Buy Americ an Act " and cont ributes t o ex-
pansion of lumbe r imports. It notes that total purchases of imported 
lumber by civilian or m ilitary government agencies unde r the "Buy 
American Act" and r elated acts are very small and almost always from 
mills whose s ource of supply is well known or readily determinable by 
the government agencies c oncerned. 
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CAUSES OF LUMBER INDUSTRY TROUBLES 

The Tariff Commission states that "much more significant than trade-agreement 
concessions in causing softwood lumber to be imported in increased quantitie s 
are certain other factors." The Commission then discussed "the more cons e-
quential" of these fact ors as follows: 

(4) Lumber P rices Versus Timber and Logging Costs. This is labeled 
by the Tariff Commission as "the most important cause of the increased 
impor t s , 11 i .e •• t he "cost-price squeeze" between the rising price of 
lumber and t he even more rapidly rising price of timber and purchased 
logs. The Commission notes that --

(a) There i s a " limited commercial availability of softwood timber 
in t he United States , particularly of saw timber size." 

(b) As a result , there is "intense competition among the buyers of 
such timber. " 

(c) One contributing cause is that "over a period of many years the 
annual cut of mature saw timber generally exceeded the annual 
growth of such timber." 

(d) But a l so "the timber management policies of government agencie s 
and other owners of large timber resources have operated, and 
cont inue to operate, to limit the commercial availability of mature 
saw timber." 

(e) All of t he above policies -- "which are designed to achieve a long-
term bal ance between cut and growth, are necessarily in conflict 
with commercial efforts to increase the current supply. 11 

(5) Competition fo r Lumber. The Commission notes that "the inelastic 
supply of timbe r in the United States is in contrast to increasing com -
mercial ava ilability of newly opened virgin timberland in Canada." It 
als o not es t here is less competition among Canadia n mills to obtain tim ber 
as compar ed wit h the compet ition in the United States between produce rs of 
lumber, manufacturers of plywood, pulp , pape r. , a nd exporters of logs . 

Rising demand for forest products in the Unit ed States, coupled wit h 
rigid limits on c ommercial supply of timber. has resulted, states t he 
Commission, in an upward trend in the prices of timber and an upward 
press ur e on U.S. prices of lumber. 

This , in turn. in t he past few years has encouraged t he opening of new 
areas of timber and lumber production in Canada and the increase of 
Canadian exports into the United States. 
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(6) Depreciation of Canadian Dollar. The Commission finds that Canadian 
currency depreciation "effectively promoted the expansion of lumber 
exports to the United States." Although this, in time, states the Com ~ 
mission. will be of diminishing importance, it is currently, in the 
opinion of the Commission, "a much more important factor than the 
aggregate of all of the past trade-agreement reductions in duty on 
lumber." 

(7) Transportation Costs. The Commission notes that there is a substantial 
differential in the cost of water borne shipments of lumber from British 
Columbia mills to Eastern United States, contributing to an increase in 
the import of Canadian lumber. Imports by water account for only about 
one-fourth of the total imports of Canadian lumber, says the Commission. 
But the very large and rising disparity in cargo rates (imposed by the 
Jones Act passed by Congress to aid the domest ic shipping industry). 
according to the Commission, obviously contributes much more to the 
recent increase in imports of softwood lumber than the aggregate of 
all trade-agreement concessions. 

(8) Other Pertinent Factors. The Commission finds that other factors 
have also contributed to the increase in imports of Canadian lumbe r . 
These include --

(a) "free hold privileges" granted by Canadian railroads, 

(b) special efforts by Canadian mills to promote their product and meet 
the requirements of U.S. buyers as to packing, shipping, grading, 
and marking. 

(c) the "increasing awareness by U.S. distributors and c onsumers of 
the general high quality of Canadian lumber, " and 

(d) in recent years "the wider acceptance" in the U.S. construction 
industry of certain species of lumber which Canada has in abundant 
supply (for example. Western white spruce). 

CONCLUSIONS OF THE TARIFF COMMISSION 

In view of the foregoing findings, the Commissi on concluded that "trade-agreement 
concessions fall far short" of be ing the preponderant cause of softwood lumber 
being imported in increasing quantities. 

The Commission als o concluded that trade-agreement concessions "do not con-
tribute as much t o the increa se as certain other causes." The Commission 
then went on t o make the observation that --
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11 
•••• evidence obtained in the course of the investigation suggests 

that the factors giving rise to the increase in imports. rather than 
the increase itself. are mainly responsible for the major problems 
confronting the domestic softwood lumber industry, particularly the 
Pacific northwest segment of it. Some of the factors, such as the 
increasing competition from substitutes for lumber and recent 
calamitous 'blowdown, ' obviously do not stern in any measure from 
the increase in imports. 11 

LUMBER INDUSTRY THREATENS CONGRESSIONAL ACTION 

Despite the extensive and impartial findings of the Tariff Commission, l a rgely 
adverse to the complaints filed by the domestic lumber industry. the Nat i ona l 
Lumber Manufacturers Association has announced that it will seek restrictive 
action by Congress. NLMA will ask Congress to place a major restricti on on 
all FHA-insured housing so that only lumber and other wood products pr oduced 
and processed in the United States can be used in the construction of FHA 
housing. NAHB will keep you advised of all developments with respect t o such 
legislation. 

Note: The complete text of the report summarized above can be obtained 
by writing to the United States Tariff Commission, Washington, D. C . 
for 11 TC Publication 79, February 1963. Report to the Presi dent on 
Investigation No. 7-116 (TEA-I-4) under Section 301(b) of the Trade 
Expansion Act of 1962. Softwood Lumber. 11 



March 6, 1963 

M 
cc: 

for sena~ 
John s.V 
Bill 
Neal 

From Senator 

e should get from the St te Department or the DepfiU'tment 

of Commerce a rec t speech by • J ane e delegat to the GATT. 
the General Agreements on Tariffs and Trade, in Geneva. I t.mder-
st nd at th Japanese del ate spoke on the cotton que tion 
and on cotton t xtiles. It was a bitter anti-U. • speech. I 
found out in Geneva that there \1188 lots of cQII{)laint about tbe 
u.s. position on wool with the possibility of a tariff. 

Then. too. secretary Fre '• speech an u.s. Agriculture 
end the Connon Mark t was a little too brutal. too outspoken. 
and prov ed considerable hostility. At le at this was the 
c laint. 

It was further suggested that th u.s. might b able to 
negotiat with the CQ11'1ft0tl Mark t countriee quantities of goods 
but not to go into the price mechanism. In other word8, we 
o~ht to get our foot into tha door on quantitiee and quit 
worrying about how the European e~cmondo cDnii1W1ity cou.ntriee 
eatablish th ;Lr own priaa and price protectiON!. The action 
Of our government on carpete end glass tariffs had a very 
unfavorable retation in Europ and ha8 ~elled European r . talia-
tion. 

theae are juet a ffl'i!l idea ~t 1 picked up while I w•s 
in Geneva. 



20 February, 19 63 

Statement by Japanese Delegate at GATT on the Application of 
Long-Term Cotton Textile Arrangement 

l. On January l, 1963, the very day on which the Long-Term 

arrangement regarding trade in cotton textiles entered into force 

between Japan and the United States, the United States Government 

invoked Article 3 of the Arrangement and requested Japan to restrict 

exports of 36 categories of Japanese cotton goods for reasons of market 

disruption. 

The basic objective of the Long-Term Arrangem-ent is, as 

clearly stipulated in the preamble, to take cooperative and constructive 

action with a view to developing of world trade, and to provide growing 

opportunities for exports of cotton textiles in a reasonable and orderly 

marmer. Japan accepted the Arrangement in the hope and belief that 

this basic objective should be conceived as a guiding principle in the 

interpretation of the text, as well as the actual operation, of the 

Arrangements, and we firmly believe that this hope and belief are 

shared by all the other participating countries. 

The measures taken by the United States are, unfortunately, 

not in line with the expectation and belief of my country, and we deeply 

fear that this might greatly discourage the goodwill of the Japanese 

Government as well as the industry concerned, which have been, and still 

are making every effort, as a principal exporter, to realize orderly 
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export of cotton textiles, based on the provisions and spirit of the 

Arrangement. 

2. We should recall the record of Understandings reached by the 

Cotton Textiles Committee that resort to the provisions of Article 3 

should be strictly limited to the items or cases where market disruption 

exists or in threatened, and that reference to a "threat" of market 

disruption in the Arrangement is understood to mean an actual threat 

and not a potential threat. These are the explicit understanding of the 

Cotton Textiles Committee. We should further recall that the Executive 

Secretary, in his statement on 7 November 1962, at the 20th session of the 

Contracting Parties, drew the attention of the importing countries that 

the restrictive provisions of the Arrangement should be resorted to with 

very great reluctance and caution by importing countries. If the importing 

countries should take action not in line with these principles, it is feared 

that the Long-Term Arrangement will become an arrangement for import 

restrictions, which is contrary to the spirit of the General Agreement. 

The 36 categories on which the United States invoked Article 3 

vis-a-vis Japan account for more than 90% of Japan's exports of cotton 

textiles to the United States. In substance, this virtually amounts to a 

request of overall restriction on the export of Japanese cotton goods. 

Furthermore, we have every reason to believe that this invocation took 

place without sufficient reasons to justify it. 
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That is to say, we are far from being convinced by the explanations 

given by the United States to prove the fact of market disruption or the 

threat of market disruption, in the invocation of Article 3 of the Arrangement. 

(l) As the reason for the request of export control, the United States 

points out that, of all the items in question, the rapid increase in the import 

of cheap goods has caused disruption on the U.S. market, and has gravely 

affected the domestic industry concerned. However, Japan's export to the 

United States has been made in an orderly manner by a voluntary control 

from 19 56 to l9 61 based on the talks between the two Governments and by 

export restraint, since 1962 up to now, based on the bilateral agreement 

under the Short-Term Arrangement, which we have sincerely been observing. 

Thus, up to the present time, neither the total amount nor any single item 

of our exports of cotton: textiles has ever exceeded the ceiling agreed upon 

by both the United States and Japan. 

(2) Generally speaking, imported goods are exposed to greater 

risks than domestic goods owing to the tendency to be behind the market 

situation, and, therefore, the prices of imported goods should be permitted 

to be low to some extent as compared with domestic goods, taking such 

risks into account. It should also be pointed out that the prices of some of 

the Japanese goods are higher than those of United States goods. 

( 3) The cotton-manufacturing industry in the United States is 

reporiBd to be doing fairly well, its level of production tending to be stable 
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or even increasing. If we classify the 36 categories in question into 

30 categories, for the statistical convenience, the imports from Japan 

account for less than one per cent as to lO items, and less than 2%, as 

to 16 items, of the total production in the United States, and in the case 

of a certain type of shirting Japanese exports account for no more than 

O;l % of the United States production. 

In the light of these facts, the· argument that the jnports from 

Japan is giving a considerable blow to the United States domestic 

producers and that there exists disruption or the threat of disruption is 

entirely unacceptable to us. 

3. On February 13, 19 63, the United States Government indicated 

the levels to which it proposes to restrict import from Japan for this 

year. The United States approach to formulation of these levels is, in 

our view, tantamount to application of overall ceiling. I should like to 

emphasize that such approach is contrary to the basic objective of the 

Arrangement aiming at gTowth of trade in cotton textiles. It is obvious 

that the United States proposal is hardly acceptable to us. 

The Japanese Government is making every effort for the success 

of the bilateral consultations now taking place in Washington, and we hope 

that the United States would reconsider such an attitude. 

However, if the United States Government insists on the policy 

contrary to the provisions and spirit of the Long-Term Arrangement, my 
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Government may be obliged to refer the-matter to the Cotton 

Textiles Committee. 

In concluding, I wish to point out that one of the reasons 

which compelled me to make such a statement is our grave concern 

with the public statements made by certain responsible officials of 

the U.S. Government to the effect that restrictive measures applied 

to the trade of cotton textiles may also be extended to other kind 

of textiles. 
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THE C~IRMAN~ 

COUNCIL 0~~ ~·~~ISERS 
WASHINGTON 

Dear Huber 

Thank you for sending a copy of Janeway Service. We do see it from 
time to time, but not regularly. The rather vague proposal in the issue 
that you sent (February 19) calls for tax credits on exports to selected 
hard-currency countries. In effect, such exports would be subsidized. 
I have three reservations about the proposal: 

1. In a free world of multilateral trade and payments and full 
convertibility among the major currencies, it makes little sense to 
single out certain countries for an export tax credit. In fact the United 
States already has trade surpluses -- sometimes substantial ones -- with 
all the major European countries. But the Europeans 1 own trade sur-
pluses with third countries, plus U.S. private investment flows and 
military expenditures there, more than offset these trade surpluses. 
Our problem is to raise over-all exports, not just exports to selected 
countries. 

2. Tax credits on exports might well conflict with our obligations 
under the GATT, which generally prohibit export subsidies under 
Article 16. A declaration of November 19, 1960, reads: 

" ••• as from 1 January 1958 or the earliest practicable 
date thereafter, contracting parties shall cease to grant 
either directly or indirectly any form of subsidy on the 
export of any product other than a primary product which 
subsidy results in the sale of such product for export at 
a price lower than the comparable price charged for the 
like product to buyers in the domestic market." 

Whether a tax credit scheme which would not conflict with our obligations 
could be drawn up is a technical legal question. But the GATT Report on 
subsidies makes clear that "the exemption, in respect of exported goods, 
of charges or taxes" other than indirect taxes should be considered a 
subsidy. 
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3. A tax credit on exports, particularly in view of our obligations 
under GATT, would very likely invite retaliation from other countries. 
Many countries are feeling the pinch on exports at the present time, 
and none would welcome a move toward export subsidies by a country so important in world trade, and with a trade surplus already so large 
as the United States. You may know that many in Britain were urging 
the present government to inaugurate some sort of export subsidy in 
this year 1 s Budget. (The Janeway publication itself mentions Britain 1 s 
trade problems on page 4.) If the U. S. made a move in this direction, the British government would almost certainly have to follow, and this would trigger still others. 

I can imagine circumstances in which a move in this direction would be the lesser of evils -- but I hope and expect that we will not encounter such circumstances. 

The Honorable Hubert H. Humphrey 
United States Senate 
Washington 25, D. C. 

Si~ 
Walter W. Heller 



Dear Hubert H. : 

THE C H AIRMAN OF THE 

COUNCIL O F ECONOMIC ADVISERS 

WASHI NGTO N 

May 6, 1963 

Thank you for sending a copy of Janeway Service. We do see it from 
time to time, but not regularly. The rather vague proposal in the issue 
that you sent (February 19) calls for tax credits on exports to selected 
hard-currency countries. In effect, such exports would be subsidized. 
I have three reservations abOut the proposal: 

1. In a free world of multilateral trade and payments and full 
convertibility among the major currencies, it makes little sense to 
singl-e out cEtrtain countries for an export tax credit. In fact the United 
States already has trade surpluses -- sometimes substantial ones --with 
all the major European countries . But the Europeans' own trade sur-
pluses with third countries, plus U.S. private investment flowa and 
military expenditures there, more than offset these trade surpluses. 
0Ul" problem is to raise over-all exports , not just exports to selected 
countries. 

z.. Tax credits on exports might well conflict with our obligations 
under the GATT, which generally prohibit export subsidies under 
Article 16. A declaration of November 19, 1960, reads: 

•• ••• as from 1 January 1958 or the earliest practicable 
date thereafter, contracting parties shall cease to grant 
either directly or indirectly any form of subsidy on the 
export of any product other than a primary product which 
subsidy results in the sale of ~Juch product for export at 
a price lower than the comparable price charged for the 
like product to buyers in the domestic market. n 

Whether a tax credit scheme which would not conflict with our obligations 
could be drawn up is a technical1egal question. But the GATT Report on 
subsidies makes clear that '-'the exemption, in respect of exported goods, 
of charges or taxes" other than indirect taxes should be considered a 
subsidy. 
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3. A tax credit on exports, pa.wtieulal'ly in. view of our obligations 
under QA TT, would very likely invite retaliation from other countries. 
Many countries are feeling the pinch on exports at the present time, 
and none would welcome a move toward export subsidies by a country 
so important in world hade, and with a trade surplus already eo large 
ae the United Statee. You may know that many in Britain were urging 
the present government to inaugurate some sort of export subsidy ln 
this year•a Budget. (The Janeway publication it1elf mentions Britain's 
trade problema on page 4.) If the U. S. made a move in this direction, 
the British govetnment would almost certainly have to follow, and this 
would t:rtggel" still others. 

I can imagine -c:bcumatanc::es in which a move in this direction would 
be the les8er of evils -.. but 1 hope and expect that we will not encounter 
euch circwnatancea. 

The Honorable Hubert H. HumphJ'ey 
United States Senate 
Washington 2.5, D. C. 

Sincerely. 

Walter W. Heller 
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Vol. 10, No. 463 February 19, 1963 

Panoramic View. Six months ago people were talking about: rumors 
of a Russian build-up in Cuba; the dwindling chance of a tax cut in that 
Session of Congress; the stuttering stock market rally; the stubborn sag 
and drag in the economy; the surprising failure of Government programs 
to come to grips with economic problems; and, most surprising of all, 
the un-Keynesian lack of lift from the considerable Federal deficit and 
from the considerable upward creep in all forms of Government spending. 

Long Range. But six months ago the talk wasn't all gloomy. 
On the contrary, this list of worries was offset by high hopes for solid 
accomplishment in a variety of fields: England was on the verge of 
joining the Common Market; at the same time passage of the Trade Bill 
was going to as sure freer international trade and economic expansion; 
the Administration's sophisticated and technical methods of staunching 
the gold outflow had won the cooperation of Foreign Central Banks and 
seemed to be working; and the Administration, in a confidence-inspiring 
show of business -mindedness. was moving to liberalize depreciation as 
a spur to capital investment. So the balance hung reasonably even 
though the May panic on Wall Street had left uneasy memories. 

Short Range. Everybody knows what happened when the Cuban 
Crisis exploded in October. Disney fans will know what we mean when 
we say that Kennedy invented "Flubber" - or at least its political equiv-
alent. Sentiment took off in complete defiance of the laws of gravity. 
The stock market came to life, political controversies and divisions 
were forgotten, and the new broom of leadership swept worry under the 
rug. It was even argued that our Cuban victory had set the stage for a 
definitive, overall settlement with Russia, reorienting her to the 
Western Alliance and isolating China. 

Here We Go Again. But, outside of the movies, everything 
that goes up must come down. Today, there are rumors of a Russian 
build-up in Cuba. There is concern over the dwindling chance of a tax 
cut in this Session of Congress. The stock market rally is stuttering. 
Leading indicators are pointing to the stubborn sag and drag in the 
economy. There is a surprising failure of Government programs to 
come to grips with economic problems. And the considerable Federal 
deficit, plus the increase in spending associated with it, are contribu-
ting no lift to the economy. 

In fact, we seem to be back where we started from before 
last fall's "Flubberized" flight, though it looks as if we will have to go 
hunting for a new set of hopes to offset our recurring worries. England 
is out of the Common Market. European protectionism has made the 
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Trade Bill irrelevant. Treasury Under -Secretary Roosa's tourniquet 
has slipped, and gold is seeping out again. The new deal on deprecia-
tion is here, but its effect is minimal. (Example: Where a major pro-
gram has been launched, by Kennecott, a dividend cut has been required 
to help finance it.) Overcapacity, over -building, tax and credit uncer-
tainties, and above all softness in demand and in prices, outweigh the 
incentives offered by the new depreciation schedules. 

On the horne front, the old rule about capital investment is 
working out: it never does start up without customers who are able and 
anxious to pay higher prices for speedier delivery, and Government 
gimmickry is no substitute for the drive of demand in a sellers' market. 

On the world front, Russia (however many missiles she may 
have moved out of Cuba) has achieved a break-through in Western 
Europe. The Inner Six and the Outer Seven have made a decisive turn 
east and are now looking to the Iron Curtain market to underwrite their 
export-dependent production and employment. 

What's Going To Happen Next? We don't know, and we doubt 
that even Nikita Khrushchev does. But do know this: if another Cuban 
Crisis explodes, it isn't going to send our political economy into a 
Disneyland dream -world again. 

~~ * * 
The Treasury's Bet ... Here is our first updating for Calendar 1963 
of the U. S. Treasury report on the running cash deficit. What with all 
the talk about the Budget and the fiscal problems of the Federal Govern-
ment, it is surprising that so few businessmen take the trouble to keep 
up with the perfectly available tabulation published in the daily statement 
of the U. S. Treasury. (Subscription price: $6. 00 per year, no corn-
mission to us). We analyze the figures from time to time, in terms of 
one currently arresting problem or another; and the Daily Cash state-
rnent of the Treasury throws light on a number of problems. This time, 
we reproduce the figures with reference to labor. (See table on page 3). 

On the spending side, everyone knows that Defence and Space 
together account for almost half of total disbursements. Not so many 
people realize that almost half of the Treasury's take comes from with-
holding on paychecks to individuals (including Social Security Taxes 
Withheld) . 

. . . On Higher Wages. The figures leave no doubt that the 
Treasury's bread is buttered on the labor side. For, in fact, what the 
Treasury is living on is collections, not just from individuals, but from 
individuals on payrolls, subject to withholding. Escalation - that is, 
the average annual irnprovernent factor - plus the regular increase in 
the work force during the last fiscal year has raised this take by a little 
over $2 billion in the seven months of fiscal 1963. 

Let escalation slow down, let the work force level off, let 
automation become more than a bogey, and the Treasury's take will 
drop. In fact, the unspoken assumption rationalizing the steady rise on 
the spending side has been that the Treasury's take would rise too, along 

. '. 
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U. S. Treasury Deposits and Withdrawals 

Deposits: 

Individual Income and 
Social Security Taxes 

(Billions of Dollars) 

Fiscal Year 1963 
to February 12, 1963 

Withheld ................... 27.620 
Other Income and 
Social Security Taxes........ 6. 024 
Corporation Income Taxes.... 9. 442 
Excise Taxes . . . . . . . . . . . . . . . 8. 571 
Total Deposits .............. 63.254 
Refunds of Receipts . . . . . . . . . . l. 046 
Net Deposits ......... ....... 62.208 

Percentage of Net Deposits 
Represented by Individual 
and Social Security Taxes 
Withheld . . .. .. ............. 44. 4o/o 

Withdrawals: 
Defence .................... 3 1.296 
Space Administration . . . . . . . . l. 354 
Interest on Debt............. 4. 045 
Social Security . ......... . ... 10.009 
Commodity Credit Corp. . . . . . 4. 341 
Highway Trust Fund . . . . . . . . . 2. 082 
Unemployment Trust Fund . . . l. 887 
Total Withdrawals ......... . . 74.716 

Cash Deficit ................. 12.508 

Percentage of Withdrawals 
Represented by Defence 
and Space E xpenditures ...... 43. 7o/o 

Corresponding Period 
Fiscal Year 1962 

24.773 

5.789 
8. 770 
8.035 

56.263 
l. 082 

55.181 

44. 9o/o 

29.095 
. 652 

3 . 763 
8.990 
3. 114 
l. 929 
2.301 

69.534 
14.353 

42. 8o/o 

with employment and pay checks. The inflationary bias in the Federal Budget has thus been underwritten by the inflationary bias in the labor market -that is, by the combination of the labor cost push and the swelling of the work force {reflecting the population explosion, the boom in education and the expansion of the service industries). 

But It's Not Wages That Are Rising - Just Labor Costs. This more or less stable rise in intake and outgo now threatens to be broken. 1963 already looms as a rugged labor year, and the reason it is rugged is that employers are digging in on the automation issue. So is labor. Employers are willing to pay off those remaining on the work force, if only they can shrink it overall. The unions are tending to give a priority to Spread-the-Work over Raise -the -Pay. The steel labor ne-gotiations now under way represent an effort to find some sort of uneasy formula to poultice this sore point. 

What the Government is doing is less clear. It raises the question whether Washington's right hand knows what its left hand is doing. The Administration, when it liberalized depreciation allowances, was in fact giving employers a dollar -and-cents incentive to dig in and 
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fight it out on the automation is sue. But the greater the advance of 
automation, the slower the advance of the Treasury's annual take with-
held from payrolls; and the less manageable the resultant deficit gap. 

No doubt about it, the Administration really does want to take 
a stand against the labor cost push. No doubt about it either, any such 
stand will cut down on the golden egg production of the goose that's been 
keeping the Treasury in omelettes. It's no accident that this apparent 
year of decision on the labor front promises to be a year of decision on 
the fiscal front as well. 

What to Do? In fact, can anything be done? Certainly, once 
the problem is identified. And the essence of the U. S. problem today-
economic, financial, political - comes down to this: How can we pay 
off our creditors in kind, by increasing our exports to them? De Gaulle, 
who seems ~to be the chairman of the committee of our creditors, has 
been taunting us with our failure to do this. 

How To Do It? To compete in the export field nowadays in-
volves drafting a mass army of foreign-exchange income-earners. Only 
the Government can do this. The powers that be in this Congress have 
come to realize that the way to get out of our present bind is to export 
our way out. Meanwhile, the country has sniffed the heady perfume of 
a tax cut - everybody wants one, though nobody is quite sure where they 
want it to come from. As a matter of practical politics, a tax cut 
would have to benefit individuals as well as businesses. 

There is one kind of tax cut, applicable to individuals as well 
as to businesses, which could earn its way. This is a tax credit that 
could be earned by U. S. taxpayers who sell goods or services within 
countries whose currencies the U. S. needs (because it is in their debt 
and subject to call). Any taxpayer could qualify for such credit - all 
the way from a billion dollar corporation to an individual with enough 
skill and get -up -and-go to earn dollars abroad. By contrast with all the 
complicated things the Treasury does, the simplest thing it could do 
would be to publish a list of the countries to which we're in debt 
short-term. 

It would be a bargain to the Treasury to offer tax credits to 
U. S. taxpayers, corporate or individual, who earn these currencies 
and thus make a practical contribution to freeing the Treasury from the 

ardy of a run on the dollar. What's more, this is the kind of non-
program Congress would go along with- if asked. 

What to Remember. Because British costs of production are so much 
higher than costs in the Common Market countries, de Gaulle may well 
have done Britain a favor by vetoing her entry. A lot of very practical 
people on both sides of the English Channel think so. 

..... ..... ...~ .,,.. ..,.. "t'" 

Where to Watch. The steel labor front for signs of a spring deal. The 
terms: a go-ahead for automation in return for more fringe benefits and 
job security for survivors. 

• 
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July 22, 1963 

Memo for John S. 
cc: Jack P. 

Bill 
John R. 

From Senator 

Some suggestions that came to me as a result of my 

visit in Brussels, Belgium, with Spaak; Hallstein, President 

of the European Economic Community; and with Mr. Manscholt, 

the EEC Commissioner for Agriculture. 

We were told quite frankly that in the months ahead 

we would be having continuing problems on the agricultural front 

with the Common Market area. This is inevitable due to the 

technological progress of agriculture in France and the continued 

policy of high supports for agriculture in Germany. The French 

see a market of 180-million people and they want to exploit it 

or develop it. This does not, of course, mean that our exports 

will be sharply curtailed. It means that we will not, however, 

have the same increase in export trade that we have had the past 

few years. We need to remember that we have let our agricultural 

exports into the market area run well over a billion dollars and 

our imports have been very modest. 

Therefore, the suggestion was made that we should look 

to other areas for sale of agricultural products, such as to the 

bloc countries - theSoviet and satellites. Russia buys a good 

deal of agricultural commodities, particularly meats and fats and 

oils and certain selected products. We could have a market there 

if we would go after it. The Russians now export some wheat, but 
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certain types of grains they import. The present Russian trade 

is with Australia, New Zealand, Denmark, Holland, Sweden, and 

Canada, and, of course, France. Russia will be buying more as 

their standard of living goes up. And as I was told by several 

of the people in Brussels, why don't we Americans seek to have 

the Russians use their foreign exchange to buy soft goods such 

as food from us rather than saving that foreign exchange for 

purposes of foreign aid and Soviet military and economic policy. 

The Russians pay. Sometimes they need short-term credits up to 

three to five years, but they do pay on schedule. Their payment 

record to date is good. 

This leads me to make the following suggestion. This 

past year sometime, I believe, around January Senator Mansfield, 

Senator Pell and others made a trip to Europe and studied the 

German question. In that report filed with the Senate, copy of 

which is available, the Senators noted the amount of export trade 

from the NATO countries to the Soviet Union and other bloc countries. 

I think we ought to up-date those statistics. I think we ought to 

find out what countries are selling what to the Soviet Union. What 

terms are being applied, that is, credit terms and payment. We 

ought to find out the different kinds of commodities that are moving, 

and particularly in the agricultural field. 

up-to-date as possible. 

This ought to be as 

My suggestion is that we may very well want to quietly 

discuss the possibility of the movement of some of our agricultural 
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commodities into this area, particularly if we are going to find 

it more difficult to move into the European Common Market. 

I want this project farmed out in responsible hands, and 

I want some action on it because if we delay it will lose its 

timeliness. We need to dig up the facts on foreign trade between 

the NATO countries particularly and the Soviet bloc . Let's do 

this, and let's see what our trade is, and let's find out what we 

can do to improve it. 
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Honorable Hubert H. Humphrey 
United States Senate 
Washington, D.C. 

Dear Colleague: 

JUL 2 21964 
T~lscro-LS 

As a member of the Committee on Labor and Public 
Welfare, I am taking the liberty of sending to 
you the enclosed pamphlet which digests the 
important findings of a comprehensive study 
dealing with the impact of the Nation's foreign 
trade policy on the war on poverty. 

I am sufficiently impressed with the results of 
this in-depth, objective study made by the Trade 
Relations Council that I recommend a 12-minute 
reading of the enclosed pamphlet. 

In my opinion the Trade Relations Council has 
performed a constructive service in undertaking 
this study, and I believe that you would want 
to know of its conclusions and recommendations. 

enc 
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This is a digest of a comprehensive study made under the 
auspices of the Trade Relations Council of the United States, 
Inc., a membership association of U.S. industrial and agricul-
tural interests actively engaged in foreign trade. Copies of the 
complete study may be secured by writing to the Executive 
Secretary, Trade Relations Council of the United States, Inc., 
122 East 42d Street, New York 17, New York. 

T he United States is exporting jobs 
to foreign countries at a faster rate 
than either industry or Federal 

subsidy programs can create new ones. 
This is the inescapable conclusion of 

a well-documented study of the effects of 
this Nation's foreign trade policies on 
employment trends in this country. 

The study also revealed: 
1. President Johnson's appealing War on 
Poverty is threatened with dismal failure 
in its goal of creating new jobs for 
America's unskilled and poorly educated 
men and women who make up the mass 
of the Nation's poverty-sticken. 
2. Our foreign economic policy not only 
contradicts the job goals of the War on 
Poverty, but also is unresponsive to the 
realities of the employment needs of the 
Nation's impoverished, job-hungry group. 

The Economic Opportunity Act of 
1964, the Administration's blueprint for 
waging war on unemployment and pov-
erty, ignores the impact of foreign trade 
on joblessness. 

This is an unfortunate and perhaps 
fatal weakness in the Administration's 
battle plan. 

The measure does recognize the need 
for improvement of social services to the 
poverty-stricken. It does provide for job 
retraining and creation of new educa-
tional opportunities. 

But these steps, while necessary, simply 
do not in themselves create new jobs. 

The measure, as introduced, called for 
an assault on joblessness through a $36 
million Federal incentive loan program 
for domestic industries . 



Architects of the plan said this fund 
would create 10,000 new jobs at the rate of 
$3,600 per job in industries designated by 
Secretary of Commerce Luther H. Hodges 
as offering the greatest potential for em-
ployment of the impoverished, poorly 
educated, unskilled worker. 

The Commerce Department designated 
83 industries as qualifying for incentive 
loans based on their meeting a five-point 
test during the 1958-1962 period. The 
criteria established included: 
1. A moderate or better growth trend. 
2. A low capital investment per employee. 
3. A low to moderate wage rate. 
4. A relatively high use of blue collar 
workers. 
5. A high labor intensity as measured by 
labor costs as a percentage of sales. 

The 83 industries listed by the Com-
merce Department are engaged in textile 
and apparel manufacture, furniture mak-
ing, wood and paper products, glassware 
and metal production, and appliance and 
machinery manufacture. 

precedent for 
loan program 

T here is precedent for both the Fed-
eral incentive loan program con-
templated in the antipoverty bill 

and for the conviction that high labor 
content industries offer the greatest prom-
ise for creation of jobs that can be filled 
by impoverished, low-skilled employees. 

In its recent annual report the Area 
Redevelopment Administration said its 
industrial loan program had been respon-

sible for creation of 20,431 jobs through 
expenditure of $57.1 million over a two-
year period. 

But little or no actual study has been 
given in the past to what effect, if any, 
foreign trade and our balance of payments 
have had on actual employment trends. 

Like a shadowy specter, foreign trade 
has lurked in the background of employ-
ment statistics and until now has avoided 
serious inspection. 

This study was undertaken , therefore, 
in an attempt to relate our foreign trade 
experience in recent years to the levels 
of employment in the industries most 
affected by the antipoverty crusade-a 
crusade that has captured the imagination 
of Americans from all walks of life. 

The study drew heavily upon available 
export-import data which had been cor-
related by the Bureau of the Census. The 
technique of converting export-import 
trade balances into job equivalents, 
through use of output per worker ratios, 
provided the means for analyzing the 
effects of foreign trade on the employment 
experience of industries in the control 
groups. 

job losses cited 

U sing the Commerce Department's 
criteria, the study disclosed: 
1. Imports resulted in a net loss of 

21,17 4 production jobs between 1958 and 
1962 in 48 industries counted upon by 
the Administration to provide new jobs 
through Federal incentive programs. 
2. An additional 13 ,763 jobs in nonpro-



duction and service industries which 
would have been supported by the 21,174 
production jobs were lost. 
3. Projection of these. experiences to 
cover 152 industries, of which the 48 
were merely a sampling, indicates that 
116,460 jobs were lost as a result of in-
creased imports. 

(The 152 industries include the 83 
which met all five tests established by the 
Commerce Department plus 69 others 
which met four of the five tests estab-
lished to identify those with big potential 
for employment of unskilled workers.) 

Paradoxically, none of the industries 
represented in this study were damaged 
by the dramatically higher levels of im-
ports from foreign producers. The Amer-
ican industries, on the contrary, enjoyed 
moderate to good production, sales, and 
earning increases, and were able to in-
crease capital investments to expand pro-
duction facilities. 

Where did the damage strike? 
The full burden of the adverse eco-

nomic effects of our foreign trade policy 
was borne by those least able to shoulder 
it-jobless unskilled breadwinners whose 
families represent approximately one-fifth 
of our 30 million citizens living in poverty 
today. 

An increasing proportion of consumer 
demand in this country for products of 
the 152 industries was met by goods im-
ported from foreign countries--each of 
which enjoyed virtually full employment 
during the five-year period. 

Consider these contrasts in unemploy-
ment rates for 1962 alone: the United 
States, 5.6%; Japan, 0.9%; Belgium, 

1.8 % ; West Germany, 0.7% ; France, 
less than 1% ; United Kingdom, 2.0%; 
the Netherlands, 0.8% ; and Italy, 3.1%. 

These unemployments ratios were rec-
orded in a year when U. S. imports of 
goods produced by the 48 industries 
studied had reached $888 .1 million, an 
90.9 per cent increase over the level of 
such imports in 1958. 

During this same five-year period, ex-
ports of the 48 study industries increased 
only 18.8 per cent from $638.0 million 
to $758.2 million. 

Simply put, imports of products of 
the industries studied quadrupled the 
rate of growth of their exports during 
the five-year period and America's bal-
ance of trade shifted from a plus $172.8 
million to a minus $129.9 million. 

It is apparent from these facts that 
any steps taken to reduce joblessness in 
these particular industries that do not 
provide for an adjustment in the foreign 
trade picture will meet with certain 
failure. 

selection of the industries 
included in the study 

0 f the 83 industries designated by 
the Commerce Department as 
meeting all five tests, 22 were 

found to have import-export data corre-
lated by the Census Bureau, providing a 
representative sampling for study of the 
effects of foreign trade on their employ-
ment trends. 

Since one of the five tests-that of a 
moderate growth trend in employment 
in recent years-has no connection with 



identifying industries capable of employ-
ing low skill, untrained workers, the study 
applied the four remaining tests to a 
broad group of industries. It was found 
that 69 industries met all of the require-
ments set by the Secretary of Commerce 
with the exception of the growth rate 
tests. Of these 69 industries, 23 were 
found to have import-export data corre-
lated by the Census Bureau, providing a 
representative sampling of the four-test 
group for purposes of analysis. 

In addition, 3 industries with substan-
tial foreign trade which met four or five 
of the tests were studied separately. For 
one of the three, among the 83 designated 
by the Commerce Department, foreign 
trade data could not be correlated with-
out joining it to a separate industry not 
included among the 83 . The third indus-
try, also included in the list designated by 
the Secretary of Commerce, accounted 
for such a large proportion of the exports 
of those industries for which import-
export data had been correlated that its 
inclusion in the group would have seri-
ously distorted analysis of the average 
situation of the industries in the total 
group. Thus, these three industry groups 
were studied separately from the other 
two control groups. 

The answers to two questions were 
sought in the study : 
1. Are export trends creating jobs of the 
type the long-term unemployed and mem-
bers of poor families can perform? 
2. Are import trends eliminating jobs of 
this type more rapidly than Government 
programs and private industries can 
create them? 

1 results of analysis 

J 

I 

T he results of the analysis of the 
three groups of industries are de-
picted graphically, which establish 

the following salient facts: 
1. A weakness common to all of the 48 
industries in the three study groups is the 
labor-intensive nature of their output; 
that is, their products require a relatively 
high degree of direct labor in the produc-
tive process. Since wage rates abroad are 
uniformly lower by decisive margins than 
in the U. S., foreign industries with com-
parable plants, equipment, and tech-
nology to those of American industries 
have a competitive advantage through 
significantly lower production costs. 
2. Job losses attributable to increased 
competition from imports occurred in all 
three control study groups during the 
five-year period regardless of whether 
consumer demand for the products was 
slight or relatively high. This reflects the 
decisive competitive advantage enjoyed 
by foreign producers as a result of lower 
production costs stemming from lower 
wage rates in the labor-intensive 
industries. 
3. Relatively high capital expenditures 
helped to boost the productivity per 
worker among the industries in the three 
control groups. This appears to have con-
tributed to moderate increases in exports 
by domestic producers, but it did not 
keep import penetration of domestic mar-
kets within the same moderate bounds. 
The noticeable exception m export 
growth occurred in the group of three 
industries studied separately from the 
22 and 23 industry groups. The 17% 
average annual rate of growth recorded 



m the smaller grouping was due prim-
arily to the impact of U. S. buying of 
textile machinery for export to under-
developed countries under foreign aid 
programs. From 1955 to 1963 more than 
$6.2 billion was expended for such pur-
chases with 44% of the total spent in 
the United States. 
4. So long as the industries are labor 
intensive, regardless of the relative 
strength of demand , imports increase 
more swiftly than either domestic or ex-
port demand, due to the advantage of 
lower wage rates enjoyed by foreign 
producers. The inevitable consequence 
is an adverse change in th~ U. S. balance 
of trade in such products and a concur-
rent net loss of employment from domes-
tic to foreign producers of the goods. 
A summ ary of the shift in the U. S. bal-
ance of trade in the 48 labor-intensive 
industries studied shows: 
Products of 
Industry Group 1958 1962 

U . S. Imports-$ Millions 

22 industries 216.6 419.8 

23 industries 198.7 335.5 

3 industries 49.9 132.8 

Total 465.2 888.1 

U.S. Exports-$ Millions 

22 industries 252.4 281.8 

23 industires 307.0 335 .7 

3 industries 78.6 140.7 

Total 638.0 758.2 

U . S. Balance of Trade-$ Millions 

22 industries + 35.8 -138.0 

23 industries +108.3 + 0.2 

3 industries + 28.7 + 7.9 

Total +172.8 -129.9 

% 
Change 

+ 90.9 

+ 18.8 

-175.2 

$6()~ 
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A summary of the losses in domestic em-
ployment in the 48 industries studied re-
sulting from the adverse foreign trade 
experience shows: 

Products of Change % 
Industry Group 1958 1962 1958/62 Change 

losses in employment to imports 

22 ind ustries 13,567 23,752 10,185 

23 industries 12,070 17,213 5,143 

3 industries 4,355 9,555 5,200 

Total 29,992 50,520 20,528 

Gains in employment due to exports 

22 industries 13,617 12,742 -875 

23 industries 15,435 14,307 -1,128 

3 industries 5,705 7,062 +1,357 

+68.4 

Total 34,757 34,111 -646 -1.9 

Net gain or loss of employment from 
foreign trade 

22 indu st ri es +50 -11,010-11,060 

23 industries +3,365 -2,906 -6,271 

3 industries + 1,350 -2,493 -3,843 

Total +4,765-16,409 -21,174-444. 4 

The net loss of jobs of 21,17 4 repre-
sents the number of potential jobs lost 
as a result of the deterioration of our 
foreign trade balances in the products 
of the labor-intensive industries included 
in the three groups. 

In addition to the direct loss of these 
production worker~ , the nonproduction 
workers in the same industries and the 
supporting and service industry workers 
called into action would have totaled 
13 ,763 (based on 65 supporting workers 
per I 00 production jobs as estimated by 
ARA) for a gross job loss of 34,937. 

The 48 industries studied are a repre-
sentative sampling of 152 industries, all 
of which meet four or five of the Com-



merce Department tests for high em-
ployment potential of impoverished, low 
skill workers. The sample group repre-
sents 30 per cent of the 152 industries. 
Projecting the job loss experience of the 
sample group to the larger group reveals 
that the total loss of job potential due 
to foreign trade in labor-intensive indus-
tries was I 16,460 during the five-year 
period 1958 to 1962. 

The total of jobs exported reaches the 
staggering magnitude of over I I times the 
number of jobs ( 10,000) which the Ad-
ministration proposed creating through 
a $36 million incentive loan fund to the 
same types of industries as were ad-
versely affected by our foreign trade 
imbalance. 

action needed 
to reverse job flow 

I t becomes clear that we are exporting 
jobs at a faster rate than either Gov-
ernment subsidy programs or industry 

investment spending can create them. 
It also becomes clear that our foreign 

economic policy is unresponsive to the 
realities of the employment needs of 
the Nation's impoverished, unemployed 
worker. 

If a successful attack on poverty and 
unemployment is to be mounted in the 
United States, some action must be taken 
to stem the flow of jobs from this country 
to the relatively low-wage countries com-
peting with our domestic blue collar 
industries. 

A logical first step is action by Presi-
dent Johnson to reserve the product cate-
gories of these labor-intensive industries 

from further tariff reductions in the trade 
agreement negotiations now under way 
in Geneva. This would rule out the pro-
posed 50 per cent across-the-board re-
duction in U. S. duties on the products 
of foreign industries competing in our 
domestic markets with our own indus-
tries. It would not reverse the outflow 
of jobs from our shores, but it would at 
least prevent acceleration of this trend. 

A necessary second step to bring 
back to this country the jobs lost since 
1958 to foreign industries is action to 
limit imports of the products of these 
blue collar industries. This could be 
achieved by limiting such imports to an 
amount 25.8 % above the 1958 level of 
such imports, thus restoring to domestic 
industry groups the output potential lost 
to foreign producers since that time. 

The reduction of imports required 
would be $302.7 million, equivalent to 
only 9.2% of the increase in imports in 
all manufacturing between 1958 and 
1962. 

Congressional action is needed to set 
import ceilings because the Administra-
tion may take such action only when it 
finds an industry or group of industries 
has suffered serious injury as a result of 
unfavorable trade conditions. In the case 
of the industries cited in this study, no 
such finding is possible since, as a group, 
they are enjoying relatively good fiscal 
health while the army of unemployed in 
the blue collar field is growing year by 
year as producers in other lands increase 
their sales in the U. S. market at a 
more rapid rate than the Nation's own 
industries. 
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This pamphlet and the comprehensive study upon which it is 
based are units in a series commissioned by the Trade Relations 

Council of the United States, Inc. , in order to determine as 
objectively as possible the impact of the Nation's foreign 

economic policy on employment and the economic health of 

American communities. 

Communications concerning this pamphlet or the comprehen-
sive study upon which it is based should be addressed to the 

Executive Secretary, Trade Relations Council of the United 

States, Inc. , 122 East 42d Street, New York 17, New York. 
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FII'TH DISTRICT, FLORIDA 
COMMITTEE ON 

WAYS AND MEANS 

' 
MIIADDRIISI: 

ctongrt~~ of tbt Wni 
•ou.it of Reprt~tntatib ~ 

Rla~ington, a. t:. 
January 14, 1965 

BURG, FL.ORIDA 

Dear Colleague: 

In my letter of December 16th, alerting you about plans to renew our 
efforts for hearings and enactment of an effective amendment to the 
U.S. Antidumping Act, I mentioned that the recently revised Treasury 
Antidumping Regulations were being analyzed to determine whether the 
final 1965 bill would need to contain some provisions in these areas. 
The explanatory memorandum on this subject is attached hereto. 

Just as the recent material I sent you dealt with suggestions for 
statutory standards for the Tariff Commission's "injury" determi-
nations, so the enclosed analysis focuses on existing problem areas 
in the Treasury phase of an antidumping case. As you will note, the 
memo points out the limited scope of Treasury revisions of its Anti-
dumping Regulations and makes some recommendations intended to serve 
as a preliminary basis for consideration of provisions to improve 
Treasury's "dumping" determinations. 

I am grateful that many Members have responded to my letter of 
December 16th and the opinion survey material on "injury" proposals, 
and that this project is receiving such continuing support. It was 
of special interest to me, as I believe it will be to you, that among 
the responses were a heartening number of replies from Congressmen who, 
though they did not introduce the 1964 Antidumping Act Amendment, said 
they plan to introduce the 1965 proposal for remedial legislation in 
this important area of trade policy. If you have not yet conveyed your 
reactions, I will appreciate it if you would send them along to me on 
the survey form enclosed with that mailing. 

Please include also any comments or suggestions you may have on the 
attached "dumping" proposals so that both may be given careful con-
•ideration in the preparation of a final draft of the 1965 bill and 
the explanatory memoranda which I will furnish you. 

As soon as I receive all the information, I plan to introduce a new 
bill. I will advise you when it is ready and hope that you will join 
me in introducing this legislation. 

~incerely, ·~ 

?l;:n~ 
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COVERAGE OF PROVISIONS: REVISED TREASURY ANTIDUMPING REGULATIONS 
COMPARED IHTii 1964 LEGISLATIVE PROPOSAL* AND 

RECOHHENDATIONS FOR: THE 1965 ANTIDUMPING ACT AMENDMENT 

PURPOSE 

To facilitate an objective review, the main features of the Treasury Depart-
:ent•s revised Antidumping Regulations that were issued on December 4t 1964 
are compared with provisions of the proposed 1964 Antidumping Act Amendment* 
and are followed by recommendations on these points for your consideration. 
The basic evaluation and recommendations were prepared by the Covington & 
Burling law firm. 

BACKGROUND 

The format of this memorandum follows generally the one we distributed in 
May 1964 entitled, "Coverage of Provisions: 1964 Antidumping Act Amendment 
Compared with Proposed [underline added] Treasury Regulations" which was 
designed as a helpful reference aid for supporters and potential supporters 
of an effective Antidmllping Act Amendment. As stated at that time, the 1964 
legislation was aimed at: 

" ••• ~proving the operation of the Act by tightening loopholes, 
assuring equitable and more effective procedures, and providing 
statutory guidelines for the Treasury Department in ita investi-
gations of likely or suspected dumping, and for the Tariff Com-
mission in its detei'Ulinations of injury to industry and labor." 

With the Treasury Antidumping Regulations now finalized, this memorandum will 
show: (a) that there is a continuing need to achieve similar objectives through 
legislative solutions in existing problem areas**; and (b) that many of the 
provisions in the 1964 bill warrant consideration for inclusion in the pro-
posed 1965 Antidumping Act Amendment. As in our May 1964 memorandum, and to 
enable ready comparison, the analysis is set forth under three general cate-
gories, as follows: 

I. Areas Covered Only By 1964 Amendment (gray sheets) 

II. Areas Covered Both By 1964 Amendment and Revised Treasury 
Regulations (green sheets) 

III. Areas Covered Only By Revised Treasury Regulations (yellow sheet) 

The attached Table of Contents provides a listing and page number reference 
for the provisions reviewed in each category. 

* 59 bills identical to H.R. 10832 (Herlong, D-Fla.) were introduced during 
the second session of the 88th Congress. 

** Other provisions covering proposals for Tariff Coauuission "injury" determin-
ations are discussed in a memorandum dated December 16, 1964. 
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I. AREAS COVER~:D ONLY BY 19 64 AMBNDMENT 

A. TARIFF Cc:Ml'iiSSION INVESTIGATION OF "INJURY" TO INDUSTRY AND LABOR 
(TREASURY REGULATIONS COULD HAVE NO BEARING) 

(See memorandum of December 16, 1964) 

B. J..EGISLATION REQUIRED REGARDING TllliASURY "DUMPING" PROCEEDINGS 
WHICH ARE NOT COVERED BY REVISED TREASURY REGULATIONS 

1. Communist Dumping 

The 1964 bill sought to confer legal authority on Treasury's 
present practice (of doubtful legal validity) in dealing with 
Communist Dumping where home market prices are controlled by 
State fiat. 

Recommendation: That this provision of the 1964 bill be 
continued in the 1965 antidumping amendment. 

2. Refusal of Importer or Exporter to File Requested Information 

The 1964 bill provided that a conclusive presumption of dumping 
would arise against an importer or an exporter who failed to 
file information requested by the Secretary. 

Recommendation: That the 1964 bill be modified to provide 
in the 1965 amendment that, if any ~arty 
fails to file information requested by the 
Secretary, all doubts relating to such 
information would be resolved against the 
interest of such person. 

3. Close "Dummy" Exporter Loophole 

The 1964 bill aimed at attempts to circumvent the Act by use of 
"dummy" corporations in which close relationships of ownership 
and control enable rebates or shifted profits. 

Recommendation: That this provision of the 1964 bill be 
continued in the 1965 antidumping amendment. 

4. Judicial Review 

The 1964 bill provided that decisions by Treasury and by the 
Tariff Commission should be subject to judicial review on a record 
accessible to all interested parties. 

Recommendation: That these provisions of the 1964 bill be 
continued in the 1965 antidumping amendment. 
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s. "Fair Value" 

The 1964 bill sought to eliminate use of the term "fair value" 
which is not defined in the Antidumping Act. In its place, 
the Treasury determination would be made in terms of concepts 
explicitly defined in the Act -- namely, either purchase price 
or exporter's sales price being or likely to be less than 
foreign market value or constructed value. 

Recommendation: That these provisions of the 1964 bill be 
continued in the 1965 antidumping amendment. 

C. REGULATORY CHANGES POSSIBLE BUT NOT ~Jill~ BY REVISED TREASURY 
REGULATIONS 

1. Consolidation of Complaints 

Treasury's Regulations 

Treasury is not required to consider together two or more 
complaints filed together involving the same class or kind of 
merchandise. The regulations continue to assume that there 
will be no consolidation of complaints or of proceedings 
arising from complaints, except that the Secretary in one 
proceeding may defer making an affirmative determination of 
sales below fair value, during pendency of another proceeding 
concerning similar merchandise imported from another foreign 
country. Under no circumstances will the Secretary defer a 
determination that sales are not below fair value. Since such 
negative finding may be made when the quantity of dumped 
merchandise and the dumping margin are deemed "insignificant," 
the danger remains that simultaneous complaints will be dis-
missed separately -- even though their cumulative weight, if 
they had been consolidated, would have required the Secretary 
to proceed with them. 

The 1964 Bill 

Treasury would have been required to consolidate in a single 
antidumping proceeding all complaints received together regard-
ing similar merchandise, re5ardless of the number of importers, 
exporters, foreign manufacturers, and countries involved. It 
was contemplated that the Committee Report accompanying the 
bill also would make it clear that the Secretary may not base 
a negative dumping determination upon a finding that the 
quantity dumped was insignificant, unless the total quantities 
of dumped merchandise referred to in all complaints filed to-
gether should be found insignificant. 

Recommendation: That this provision of the 1964 bill be 
continued in the 1965 antidumping amendment. 
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2. No Present Time Limitation on Processing of Compl~ints 

Treasury's Regulations 

The regulations state simply that the Secretary shall make 
his determinations as soon as possible. This merely continues 
the language found in the regulations of pre-December 1964. 
In other words, no time limitation is imposed on the Secretary. 
Both the domestic and importing coom1unity have complained 
about excessive delays. 

The 1964 Bill 

The Secretary would have been required to make an affirmative 
or negative d~termination within six months after receiving a 
complaint -- unless he submitted a timely report to the appro-
priate Congressional Corranittees stating the reason why a longer 
period was required, and its estimated extent. 

Reco~~endation: That this provision of the 1964 bill be 
continued in the 1965 antidumping amendment. 

3. Home Market vs. Third Country Sales 

Treasury's Regulations 

Sales of similar merchandise by all producers in the exporter's 
home market will ordinarily determine foreign market value. 
But if the quantity of merchandise so sold is small in comparison 
with the quantities sold by all those producers for exportation 
to foreign markets other than the United States, then the latter 
sales will determine foreign market value. This represents a 
change from Treasury's pre-1963 practice which required foreign 
market value to be determined by sales in the exporter's own home 
market, unless there was not a single producer who sold a signifi-
cant part of his output in his home market. 

The 1964 Bill 

Treasury would have been required to return to its pre-1963 
practice. 

Recommendation: That this provision of the 1964 bill be 
continued in the 1965 antidumping smendment. 
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II. AREAS COVERED BOTH BY 1964 AMENDMENT AND REVISED TREASURY REGULATIONS 
1. Disclosure of Information to Interested Parties 

Treasury's Regulations 

Information obtained by Treasury in antidumping proceedings will be disclosed to interested parties either in specific or in generalized form, unless disclosure in either form would confer a significant advantage upon competitors, or would have significantly adverse effects upon the persons supplying the information. The degree of disclosure to be permitted in each case lies within Treasury's dis-cretion. Names of particular customers, or the prices at which particular sales were made, ordinarily will not be disclosed. 

The 1964 Bill 

It would have provided for disclosure to the complainant (and to the reviewing court) of a supplementary statement of any information the Secretary relied upon in arriving at an affirmative or negative dumping determination, except confidential costs used by Treasury to ascertain constructed value or costs of manufacture required to justify claimed discounts for differences in quantities or circum-stances of sale. 

Recommendation: That these provisions of the 1964 bill be 
continued in the 1965 antidumping amendment. 

2. Confrontation and Argument 

Treasury's Regulations 

The Secretary will publish a statement of the reasons (although not necessarily all of the facts) on which he bases a tentative determi-nation of "dumping" or of "no dumping," and will thereafter co rJSider any additional information or argument submitted by interested persons before making his final determination. But it remains within the Secretary's discretion whether or not to grant a hearing requested by an interested party who is against the proposed determi-nation, and whom to invite to testify at any hearing the Secretary may decide to hold. 

Treasury's regulations fall short of allowing all interested parties to appear as a matter of right at any hearing on the subject of a tentative determination and are silent on the question whether wit-nesses who testify at such a hearing will be subject to cross-
examination. 
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The 1964 Bill 

All interested parties would have been accorded at an oral anti-
dumping hearing the rights to counsel, to present evidence, and 
to conduct such cross-examination as may be required for a full 
and fair disclosure of the facts. 

Recommendation: That these provisions of the 1964 bill be 
continued in the 1965 antidumping amendment. 

3. Allowances for Quantity Discounts 

Treasury's Regulations 

In determining whether a dumping margin exists, allowances for 
quantity discounts granted by the exporter ordinarily will not be 
made, unless the exporter has been granting such discounts freely 
and habitually in his own home market, or unless the discounts 
reflect savings specifically attributable to the quantities 
involved. The possibility is left open of allowances for qu~ntity 
discounts on other unstated grounds as well. Treasury need not 
inquire into or evaluate the role of foreign market conditions or 
of accounting techniques in bringing about such discounts. 

The 1964 Bill 

Echoing the Robinson-Patman Act, the 1964 bill would have per-
mitted allowances for quantity discounts only if the differences 
in price reflect actual savings in the cost of manufacture, sale 
or delivery. 

Recommendation: That this provision of the 1964 bill be 
continued in the 1965 antidumping amendment. 



... . -
- 8 -

III. AREAS COVERED ONLY BY REVISKD TREASURY REGULATIONS 

1. Discontinuance of Investigation if Dumping Cease s 

Treasury's Regulations 

The Secretary will discontinue an antidumping investigation if he ia satisfied that, soon after the investigation began, the likelihood of future dumving was el~inated by revisions in price or by cessation of sales to the United States. There may be other unstated circumstances also sufficient to warrant discontinuance of an antidumping investi-gation. No assurances of good faith are required from the exporter before an investigation will be discontinued -- nor does it matter how significant the quantities of dumped merchandise may have been. 

The 1964 Bill 

The 1964 bill did not deal with the discontinuance of antidumping investigations. 

Recommendation: That the 1965 amendment should contain a pro-
vision permitting Treasury to discontinue 
antidumping investigations only upon proof 
that dumping sales have ceased, that assurances 
have been obtained from the exporter, and that 
insignificant quantities of merchandise have 
been involved. 

2. Retroactive Assessment of Dumping Duties and Reimbursement to Importer by Foreign Supplier 

Treasury's Regulations 

Dumping duties will not be assessed retroactively when purchase price is the basis for an affirmative dumping determination. They may only be assessed retroactively under the new Treasury regulations when exporter's sales price applies; that is, only when exporter and 
~porter are so related by stock ownership, agency or otherwise, that the importer may be presumed to know his supplier's home market price. 
A foreign supplier may re~burse an importer for dumping duties assessed on merchandise which was purchased or agreed to be purchased before publication of a withholding order, and which was exported before the dumping determination was made. 

The 1964 Bill 

The 1964 bill was silent on this matter. 

Recommendation: In the 1965 antidumping amendment, no objection 
should be made to these provisions of Treasury's regulations since they are reasonable in penal-izing the importer only when it appears that he 
had reason to know that he was dumping. 

3. General Provision Conforming Law and Revised Treasury Regulations Where Not Inconsistent 

Recommendation: An additional provision should be added to 
legislation introduced in 1965 which would state 
that, except to the extent that Treasury's regu-
lations of December 4, 1964 are inconsistent 
with the provisions of the 1965 amendment, such 
regulations are ratified and approved by Congress. 
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