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UNITED STATES FOREIGN TRADE
23 Mareh 195

ME. LOUDEN:: On numerous occasions we have been reminded from this
platform that“as a nation we can no longer hide behind a policy of'épiéh@id-”
isolation, that now we are participants in a world pageant, and that we =
have to accept the responsibilities accompanying that participation, One
of the'formsfbf*that'participation lies in the field of foreign trade and
the purpose-of this discussion this morning is to give us a better concept
and a clearer understanding of the nature and importance of foreign trade
in the economy of the United States. To give this .picture; we have turned
to the Department of State, and we have secured one of the best informed
and experienced experts. I take pleasure in introducing Mr. Winthrop
G. Browny who is director of the Office of International Trade Policy,
Department” of State. Mr. Brown will talk to us on "United States
Foreign Trade." Mr, Brown.,. o L R

f‘MR,‘BROWN:'HGentlemen; The subject of foreign trade is a perfectly
tremendous subject -and I can't hope today to go into it in all the detail
‘that 1 would like. But what I propose to do in.genersl is o try to
give: you an idea of what the nature of our foreign trade is; what its
particular significance is for our country, and; also for some of the
other countries with which we must live and’ cooperate; to show you some
some of the major difficulties which we face; and. to try to indicate
some of the things that we are trying tc do in order to develop the
kind of trading world which we think is important for us and for the
world generally, . L : I

: In the course of these remarks I will probably say 2 number of

things which seem very obvious., I hope’ that ‘you will forgive me if :
I do that. But I find that one of the difficulties with 2 public under~ "
standing of this foreign trade problem is that people overlook many ’ :
things that are very cbvious., Thet has been one of the main difficulties’
in getting across meny of our foreign economic policics. Also I am not

going to-burdefi you with. many figures; but I will give you a few.

" Now to*begin*with,-I;thipk‘ypu ought to-understand: the enormous
importance of the United States in this picture of world trade., We'.
. have, as you know, only about 7 percent of the world's population, but -
that 7 percent of the world's population has over 50 percent of the
worldts industrial;productive‘capacityfandlabout“Qngercent of the world's
agricultural proeductive -capacity. Our exports and our imports account
for over one-fifth of ,the total internationsl trade of the world. Ve
are the largest consumer and the largest producer . of a wide variety ,
of important products andlwe‘are;'Qf’course’the greatest market in the -
world, with the highest standard of "living and the highest per capita
‘ihcome of any country. Lo S .
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It is 1mportant to know thls because. the consequence of it is
that when we do things which seem to us comparatively unlmportant,
they may have the most tremendous effect on other countries and other
peoples. : .

; Our exports qccount for somewhere between 10 dnd 12 percent oﬁ our -
national production. That doesn't sound like very much, but, as you-
. know, in many business operations 1i0 percent makes the difference betweenf
red and ‘black, and that percentage is the average for different- kinds:
and categories of eXDorts. I will talk about that a 11ttle bit more .
in a. mlnuteay' : ' B B R

Our imports amounu to a little ldSS than 3 percent of our- natlonal
income, ‘but -when you aad them all up both ways, you -come out with about
25 billion dollars a year of traffic, and that is a lot of ‘business; a
lot of jobs, and a lot of goods and money, no matter how you 1ook at 1t.-

Our exports in 1949 were about 12.5 billion dollars Wortn of goods.
Our exports also included 2.1 billion dollars of services. Just to give
you.a rough idea of the way those exports wers made up, zbout 1l.percent:
of them were crude materials, about 9 percent crude foodstuffs, “about:
5.5 percent manufactured foodstuffs, about 9 percent semlmanufactures,<
and 41 percent finished manufacturers.

Our 1mport9 were in the same year 7. 2 blllion dollars: wortn of goods:
and about 2.6 billion dollars worth of services. The rough breakdown of
categories there was about 18 percent crude materials, about 12 percent-
crude foodstuffs, about 8 percent manufactured foodstuffs, about 14 per—'-

“cent semimanufactures, and about 12 percent finished manufactures. I“
think it may be a surprise to some of you that almost 25 percent of our
1mports are manufactured products. : : L EENCI TN

l sald that those . 1maortg cust us ‘about 3 oercent of our natlonal
ingome, - That compareb with scmething between 4 and 'S -percent of our
national income which we devcted to imports in the twenties-~1923-1929.
Today, although 25 percent of our imports are. mqnufactured producns, we'
are devoting only half as much: of our natlonal incemé to those Jmoorts
as we did. 20 or 25 years ago. Co v L

lihy is this trdde s0 1mportant to the Jnlted utates7 Well, pbviOusly;:
it is a lot of business, For one. thlng it provides ¢ smployment. . -About:
2.5 million people are directly employed on exports, in addltlon to the.
people working on the farms who produce for export. In the setond place,?
we——for the strength and security of this country and to meét our needs ..’
in emergencies—-want to have as a permenent part of our naulonal equip—
ment a surplus capac1ty, both industrial and agricultural, over and above
our normal peacctime nceds, and one of the ways to get that. is by finding -
- export markets for our goods and our products. By and large our exports
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‘afe‘of“thé;prééﬁqts;Whiqh\we'are the.most‘efficient in prcducing;iénd,b
as you noticé;, about 40 percent of them were in machinery and manufactured

Exports have a very important part to play in our relations with
other: countries. Our products are very good ambassadors for the United
States~—for: its way of life and for that which it stands. American
prbductseahéiveryggood“antidotes:to-propaganda such as this:  "Capitalist
countriesfaraiweak,,are;incompetent, and are about to collapse.™ bore— -~
over, many of these things which we send abroad are things which other
countries camnot produce for themselves and which it is absolutely
essential for them to have if they are to be strong, stable, and good

allies: and good friends.

- On the import side, there are, of course, many things which we ° -
don't produce at all that we must have.. One illustration would be the
items on’ the list of 50 critical and strategic materials put ‘out by the
Munitions Board, 30 of.them are not.produced in the United States at all
. and there are only 14 of them that we produce more than 20 percént of
what we neéd. ‘There are many things that jour people would like to have,
~and imports, contrary to the ideas of much of the publicy aré in fact
an addition ‘o the nationsl wealth and to .the naticnal standard of living,

Now you Will have: noticed that our ‘exports were 12.5 billion dollars,
roughly; -and..oup imports were only seven. That leaves 2 difference of
around: five billion dollars, One of the tremendous problems that we
~ face in-our world trading relations today is precisely that discrepancy.

The United States is producing and exporting; the rest of the world
‘nheeds .and wants and.is willing to take——even on its-present tightly

" restricted level of imports——something over five billion dollars worth

of products more than they can pay for, and so far we have been financing
, that diffe;ence by direct grants out of the public treasury. "‘

... Just to illustrate the importance bf those direct grants out of the
public treasury, in 1949 ECA financed 23 percent of the total exports of
the -United States, 60 percent: of the cotton, 22 percent of the machinery
and equipment, 51 percent of the coarse grains, -over half of the tobacco,
about & quarter of the oil, and a quarter of the meat., Almost 20 per-
cent of the oil and steel products. that went to export were paid for by
the ECh. . This cbviously is pot a condition which we would like to see
" continue and when I get to the part of my talk that deals with what we
are trying to do about.these problems; I will discuss it a little more
: 'fully.ai" PREISTESRE : _— ; o TR R o

-, L first want tc indicate:briefly the kind'‘of international trade '
which we feel is desirable and which we are working to achieve. I =~~~
think the simplest way of stating that is.to sayy in general, that we’
are. trying to bring back the kind of world trade we have inside the
United: States, ' : .

.‘ 3
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Now to get that there must be, in the first place, a substantial
- production of goods and services in the other countries. ' It is one
of the very obvicus statements that cannot be made too often~—that
neither an individual nor a country can buy unless it has something-
to sell, and there is no difference between a ‘country and an 1nd1v1dua1
~in that respect. : : R . o

Second, we Want to. have What we, call multilateral trade rather
than bilateral trade, That is, we want the kind of world in which a
man can sell in the best market, take the proceeds of his saleg;andi"’“
use it anywhere else in the world that he wants to, where he can find .
the cheapest market in which to buy. If you 'simply tie up your trade:
by bilateral agreements.between individual countries, you are limited
in each case in the volume: of your trade by the capacity of ‘the weakest -
partner. It would be just as though any pair of people in this.room-
decided they would do business with each other. Obviocusly, the amount S
of business they could do would be very much less than if they were S
free to do business with evcrybody glse in the room. S

Another cardinal principle th¢t we try to work for-is the principle
of equal treatment; that is, each country will treat the trade of all® .-
-countries the same, that there will not be special preférences——special
privileges given to the trade of a particular country. The reason for
this is that in order to get special privile :ges and special treatment
there must be. certain government interferences in the trade; and those '

- things become the weapons or 1nstruments of polltlcal 1nfluence rather” '~
~than of economic and tradlng pOllulGS. : ‘

Finally, we want to see the klnd .of world in which the- barrlers to -
trade are moderate. No one is advocating a free~trade world. The reason
for that, I think, fundamentally, is that everybody knows you couldn’t
get it. - There will be many people who would think that if you'could

get it, it would be a desirable thing to. ‘have, but as a practical matter;

some form of tariffs and other controls are absolutely necessary. There
must be some kind. of controls for securlty ourposes; they are- essuntlal
for balance of payments reasons; and they are necessary in some cases
where, as a ‘practical matter and as a matter of natlonal 1n erest, some
kinds of -protection are desirabile. TR -

Another obvious point that I made before is that, if there is to'be
international trade, countries must be w1111n5 to buy as. well as to sell.‘

This: over81mp11f1catlon of the klna of. tradlng worid that we would
like to see must strike many. of you as being 2 pipe dream, as being
completely unrealistic and impractical, and I would be the first to

agree thet the world today is a totally different kind of world from that- - -

world, . But nevertheless those are the objectives that we haveé set for
ourse lves—we and other countries working together. Ve are taking the
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attitggqugwapg'bhesefprqblémsﬂfhat1in every‘decisiontweamake‘we.are
going to try to set. the direction, and the direction is: going toward :
that kind .of world rather than in the‘direction'of,a'Sbrictly'bilateral?"*

restri@tedngovernmentally-coﬁtrclledutypetof;tréq;pg world, ;.

“We are doing a lot of specific things to try {o bring those results.: .
about, and-all the policies that we are following are interrelated. Our -
military, political, and economic policies all have relationships with
one another and are tied together. For example, you wouldn't think
that the:Atlantic Pact and the Rio treaty and the Military Assistance - o
Program are .directly related to foreign trade, but they are. In addition -
to their:strictly security purposes, they are a sort of bulwark which

' gives.us the .confidence to-push off the threat of aggression and allows
people;bo,gogabgut,their«peacefulfbuSiness;in‘trying to:work out solutions
on strictly economic grounds. If there were not those protections, those
safeguards,: then pecple would feel that they had to be much more cautious
and much more hesitant in trying to work out their trading policies on

a satisfactory, longérun‘bésiSw

.. dn: the Buropean Hecovery Program, aside from what it has done in
terms jof giving hope,.inspiring confidence, directing enti-Communist
measures,: it has had -the effect of restoring the productive capacity
of western Europe toc levels equal to or better than prewar, ' That isy
part of the program is directed to the first of the elements that I
mentioned, the .element of having a high lovel of production of goods
with-whiech to trade. SR . R S ERE

Then we -have the Point 4 program which is designed to aid in the

development of the backward areas of the world, Obviously, if countries

are in a wvery primitive state of development, if they are not adequetely
exploiting. their resources, they won't have things to sell and they ‘
quttkﬁh@reﬂore;be'ableitOibuyj so,thérefWill be little trade with those -
countries, : It.is a paradoxical fact that the most highly industrialized
nations which-are, on the:face of it, each other's most severe competitors
and, :therefore, .one-might' think would be.feared from a competitive. peint

of view,:in fact, have' historically proved to be. each other's best markets. |

I suppose our biggést competitor today is Canada. :Our trade with " °
Canada is perhaps the higliest of our trade with any other country. ’ e
Prior to the war, Britain and Germany were each other's best markets.

One of the esséntial points of the Point 4 program is to aid in the
development of .the backward areas so that they can raise their standards
of,liying;and&prOduee.more-goods‘to,enter,into?the channels. of world

trade and to be in.& position to buy as well as to sell.

;,“jThét;ié also one of the-main_reésbﬁs fér.the iénding'activities‘.'**,~~
of the Export~Impert Bank and for our participation in the International:
Bank. - It is cne of the reasons why we are suggesting legislation to the" -
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Congress to guarantee certain risks of foreign investments abroad,: '

and it is why we are actively pursuing a program: of .commercial: treaties: .
which will have the effect of establishing tne kind of legal climate @ 7!
' in other countries where our businessmen will feel that they can-safely: s
meke their investments. The private investor in our view is the. great -
catalyst and the ‘greatest single force which can assist in dnd br1ng‘~
about the economic development of other areass , SRR £

One of tne cardlnal prlnclples that we would like to see.in effect~ﬁf'
and that -we are working for. is a world in which the trade-barriers are .-
moderate. The tariff is one of the oldest and mest famiiiar forms of:.
trade barriers. .Since 1934, when the Hull Reciprocal Trade Agreements
program was first started,. we have been the leaders. in the effort: to :
break down the tariff barriers of the world. - Up until 1945, wei!did ..
that through the process of negotiating individual'agreementSﬁwithbothér :
countries in which we would reduce our tariffs on products which:they =
suoplied. to us and they would do the same on products we supplied- to'fffﬂw'

< them. .- But that was a2 slow process and it was just between pairs of.. o
countries. So, rlght after the war, we tried- a new approach.,

We invited 15 countries to sit down: and negotiate trade agreements
with us, all at the same time; not only that, we suggested that they =
should negotiate with one another as well as with us. :In;other“words;*
you had 15 countriés and you might have had something over a hundred
pairs of negotistions going on at the same time, That idea was- taken
up, and in Geneva in 1947, we negotiated an agreement called "GATT",
General Agreement on Tariffs and Trade, by which time so many obther
‘countrles had been born that we had 23 1nstead of 15. : :

We reached agreement on the tariff treatment of somethlng over

half the trade of the entire world, some 50,000 different items,: Tnat
agreement included not only reductions in our tarlff and in the tarlffs

~ of other countries on our products, but’ there were reduction in the.
tariffs of other countries in their trade with each otnor.‘ It was: the RS
greatest single step in the lOWerlng of the tarlff barriers .through
world trade that has yet been taken, There is still a Jdong way tolgo -
and we are pushing fdrward with the:expansion of that agreement, both
in terms of. the countries whlcn are partles to it and in terms: of tne :
items which are involved. . s ke

Ye felt that it was terrlbly 1mportant to secure a deflnlte Ane-.
ternational agreement cn these. objectives of which I have spoken and .
also to provide a place in the United Nations famlly where trade! alsputes
could be brought for discussion in an impartial forum and where they
could be resolved around the ‘conference table rather than by following
the practice which we. have often followed and which other countries: have
followed; that is, simply slajping en embargo on the other: fellov's R
product and then nav1ng him; retallate in klnd. :
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. Theriefore, only a few months after the end of the war, we proposed
for the: consideration of the pecples of the world the formation of an’ .
Intefnational«Trade'Organizatibn, and. through a series of international '
conferences;,. lasting over about two years, we came to an agreeméent with
repreSGntatiVas;ofvsome.sﬁ?pther*countries~on5the~text of such a charter
and on.the form of such an organization. The charter of that organization
is before the Congress for consideration this’ session. - Thé principal
emphasis in that document is on barriers to trade, on both barriers
imposed: by the  Government, such:as quotas and embargoes and tarriffs,
and the equally and sometimes more effective barriers imposed by private
, There:has: been, ofjcoursé,<awtremendousnamount'of’tieingvup of
- marketsyifixing-of prices, and-stifling of competition through the
activitiéchffinternatiohalicartels.i~Up'Until'recently»Wefhave‘been
the only. country in the world that had antimoncpoly policies, and
about”theﬁonlquOuntryfthat*had*antitrustflaWS,* We put- forward the
proposal.that-a chapter be included in the charter of this organization
designed to establish a mechanism for dealing with the international
cartel. Of course, this type of cartel is beyond the jurisdiction
of thewcourts of any one country and you have to get at it through
agreementss with the governments of the couritries in which it is located,
In the charter we have the first internaﬁicnal machinery for dealing
with the international cartel. Since that chapter weas negotiated, .
about six or ‘seven countries in Europe have either enscted or proposed
- to their legislatures statutes which would give them the authority
"~ and the*p@wbrwtaﬁlimitammnochytoperation§ in their own countries,

You probably have been reading from time to time in the press
the concern that Mr. Hoffman and the ECA people have, and that we
,have,%abeutahow;ias*the3tradeﬁmeasures arefbeingfliberalized in
'Europé;:private,agreémentsﬁare‘Springing~up~to do the job which govern~
ment restrictions used to do., So the breaking up of the restrictive :
cartel:arrangements hds become a matter of particular importance.

. As Irsaid before, 2ll our policies are interrelated. Ve don't

nmake these efforts in the' economic field for purely econocmic, world-
“trade,.or commercial reasons. All these policies are instruments of
" a basic purpose, and the basic purpose is to et as peaceful and

stable a world as we can under today's conditions. It is a basic
element-that ¢ountries should trade with each  other, because the great
cement ofnations is the daily contact of the individual doing business =
withrthe other: individuzl and the more he does that, the more interest
he has dn-the-other country and the more interest he has in seeing

that the relationships between those countries are not disturbed. We
.arg.working-hard on the problem of re~establishing at least an effective
trading worldd beczuse economic warfare and ‘depression and poverty, and ;
disease and privation are the fertile breeding grounds for discontent
and for political disturbances of the kind on which our enemies in this
cold war thrive, ‘ '
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There has been a greut sort of revolution in the world in the past
few years., Millions of people everywhere have come to a realization.
that it is no longer necesgary for them to live in poverty, in sickness,
ard in prlvatlon. They are determined in-an inarticulate, but neverthe~
less a terrifically powerful, way to do something about it, and they
are going to turn to the people who will do something about it for: them,
There is a whole new force of enormous power abroad in the. world, there— .
fore it is of the greatest urgency from the point of view of our. stability
and our safety that economic conditions for these people should be 1mproveds

Obviously the Jjob is too great to be done overnlght. A country
with a per capita income of $25 a year can't be.brought.up to our utandard
of living in any measurable period of years. But if the fellow has a hoe
instead of & stick, he is much better off and it is ocur Jjob, tOgethcr
with other countries, to see that scmething is done to help improve those
conditions, - If those people don't have markets for their goods. which
they produce, if their goods have to be thrown away, if they can'tt be
sold, if they can't be traded, then those conditions will grow worse -
and not better, That is why these dull and tedious problems of economics
and foreign exchange and tarmffs are of such central, urgent, and im- .
‘mediate importance to-us as 1nd1v1duals and to our natlonal strangth SRR
and securlty. . o s

COLONEL uICI’EY.~ uentlemen, we are ready for your questlons.

QUESTICH: blr, you sald tnat we are trylng to bring back to- the
" world the kind of trade we have in the United States. That mekés 2 lot
of sense to me, but than it seems you begin hedging cn that and you say
that no one is advocating a free—trpde world, some form of tariff is
necessary,s and s¢ forth, . We. rsad in the newspapers where proponents. -
of the farm. sub31dy pointed out that everything is subsidized, the:
newspzpers' are subsidized, silver is subsidized, 11dustry is. sub41dlzed
by tariffs., To me that is no argument., If a subsidy is Wrong, it
is wrong all along the line and perhaps one of the best wdys to- stop
the subsidy on farm products would be to stop this subsidy for. 1ndustry.
Where would yd&i draw the line? Iet us say we must have some things for
national defense that we have to make Sure.are not hurt by ‘comipetition
abroad, but these people say that grass will grow in the streets, that.
American workers will not.be sble to compete. I think American-industry
'is capable of competing with the rest of the world. and if we had free
trade; we would probably still end up nav1n5 all the dollars over "here..:
Nobody would know that uatil we took dit.  But where would you draw the
line? . L
MR BROWN: That is about an $85 question and I am glad you raised- .
it. I have been working in this trade agreements program for:a long
time and I am so tired of this grass growing in the streets because
there are three things every single perscon that comes in to see us




tells us:. First, if you redice tariffs, I will g0 out of wusiness;
second,. grass:will grow:in the streets; and third, if you touch the
tariff, national security will be destroyed because my business is
~ essential to national security., = . ' :

" The Trade hgreements Act came up .in 1934; it has bsen renewed six,
or seven times; and every single time the same groups-—almost the same
+ individuals~~have come down %o Congress and have said the grass was
o going to grow.up in the streets of their community. 8o when a company
, ggés out of business, or says its sales are falling off, due to increased
imports, those things are very convincing to a Congressman because this
‘is:the way the argument goes: Mity company has gone out of business,"
or Miy-company!s sales are falling off; imports have increased; labor
costs.abroad are less; therefore, imports have put me out of business.".
The reeson I:am saying that is because whatever you may want to do,
you are limited by the practical possibilities of what the people and
the Congress will support you in doing, Therefore, we have gone about
this tariff business onvan:item'by:item‘basis,~with public hearings, and
in a2:very careful way, to avoid giving shocks to particular groups in
such-a:way-that public support and congressional opinion would not B
only refuse to back us up but would actually stop us., We have demonstrated
over the past 15 years that the tariff can be brought down., It is down
on the average from 45 percent to 15 percent——a very misleading figure.

- _ Se we have'done & great deal and without sericus shocks and without
real injury. e had to adopt this procedure because that was the only
- way in which the Congress and the people would back us up in it.  So -
what . you'do is to do it gradually. You give the people a change to get
adjusted to it, 'and over ‘the years we have built wp a2 record to show
that this cry of "wolf" has simply not been justified. You probably
read in ‘the .papers this morning—-that the same. 6ld grouwp that has been
one of our:major opponents has now changed its name and has done a lot
of advertising about how it is z new labor group which is coming in
about this tariff policy. So you do have to take it slowly in order to
keep' the support of the people and to aveid too much dislocation,

“ QUESTION: ~In a recent issue of Reader's Digeést there was an article
that brought ocut. the fact that our customs regulations and practices were
antiquated,: andy in fact, so much so that they were considered ocne of
the greatest detriments to foreign exports and American imports.: If
. this be s0, what are we doing about that to square‘thosevregulationsﬂaway?

‘ MR. BROWN: It is true that when we went to Genev? the head of the
Canadian delégation told me that more than half of the businessmen:who
came-in to sece him said that they would rather see & simplification of

' ‘our .customs regulations than an abolition of our tariff., #And the reason

for this is that there are interminable delays and great uncertainty.
For example, as my chief said on a recent occasiony Y"If you bring in a
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coffin, you can't tell in adva ence whether it is going to be classified
ss.an article of merchandise or the usual container of the merchhndlsa
involved.® You don't know whether one of those little toy pisanos -
you sée in a night club is going to be a piece of furniture, a- toyy

or a musical instrument., It may be different one year from what it

is two years later, and the dlfference in duty may be the dlfference
between 10 percent and €0 percent. -

tht we are d01ng about that is thlS» A bill will be -introduced
to Congress very soon which simplifies many of the regulations, meny of -«
the requirements. There is still a great deal more that could be done,
but this ie a big step forward. The tariff act would have to be completely
rewritten in terms of its language to get a really effective simplification,
because classifications are so complicated. I hope 1n the not too ‘dist ant
future we can persuade Congress to do'it.‘ e

QUESTION: I would like to pursuc the first question a 11ttle further.
¥ou described your goal, which briefly, I bslieve, was a nearly free—
trade world, at least one with more free trade than we have now. I
would like to ask you to give us a picture of the kind of American
geconomy you visualize would exist in that world, OSpecifically, would

. we be more industrislized than we are now, or less? Yiculd we be more:
of an agricultural notlon, or less? and the like? . S

MR, BROWN: My own opinion on. that, from the extent .of my kn0W1“dg€,
is that if we had free-trade world tomorrow, the effect on the United: :
. States would be tnat there would be & serious blow to particular 1nr
dustries in certain isclated cases here and there in the country, Bub
so far as the country as z whole is concerned, I would expect that 1t
would make no very significant difference. The main diffieulty in
recent years hasn't bteen that there are too many high rates in our -
tariff; it has been that the costs and the prices of the foreign - -~
competitor have ‘been such that he wouldn't be able to sell on this' -
market even if it was on a free—trade basis. what is going to happen
to market conditions is not that great big things would come in, but
thet thousands of little things will come in and fill-up the <hinks.
I met an importer who started a business of selling lobster tails.
Nobody ever heard of lobster teils, but he made a million dollars last
year selling those things up here.,  So what would be expected is that
there will be an infiltration to fill the chinks, and the 1mpact on this
country would be negligible.

- We spent more money buying éried eggs last year and putting them
in the ground than we did on our total imports from France. Ve ‘lost
almost as much money in supuortlng the prics of potatoes as we spent on:
our total imports from the United Kingdom; this gives you some idea
of the magnitude of the problem. Take any three of the 20 largest
companies in this country. Thelr gross sales to the American people
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would be.larger than our total imports from the 20 principal countries
with which we trade. .That is the magnitude of the problem in terms of
national interest. But every move is in terms of--$You see, that is.
the general interest.™ It is vague. .It is hard to explain, and it
dogsn't ‘hit -anybody directly. e o

-QUESTION: uir. Brown, are any of the products which you now import -
under restricted tariff rates really significant in our daily life or
are they things that we gensrally don't have much use for anyway? What
type of article has fallen in that category? o S

.. MR BROWN: Roughly speaking, 60 percent of the items coming into

the -country come in .duty-free. Those are basic things--coffee, rubber,
‘bananas; and many similar things that we don't produce particularly.
Then each country has a sort of traditional thing which it has sent
us~-Scotch wiskey, BEritish woolens, French wines, French perfumes, :
Indian burlap, Chilean copper, German chemicals and optical instruments,
and so forth.  They are in the finished goods category. I should say
about half of them would be what we consider semiluxury items and the .
rest of them would be finished manufactures, You see 25 percent of
our imports-are manufactured goods. We import a lot of machine tools .
from Britain——special tools, certain types of presses, and certain types
of textile machinery. I think scme of our vacuum cleaner companies ,
make their parts in Britain and bring them in. There is a whole series
of little things which we need and which we have found it more efficient
to get somewhere else. L R : - :

- GUESTION:  Would you comment on the extent to which trads is still
a political matter? I have observed that during the days of-thelSmbot—
Hawley tariff, of course, it was a great political matter, then it seemed
to be again the thirties, when the reciprocal tariff was introduced; then
it seemed to become bipartisan for a while-—at least the recent Reépublican
Congress didn't refute it~-but now I think it secems to be lifting its
head into the politicel camp, I am rather confussd &s to whether we
mede real national progress or whether we still play politicel football.
“Would you comment on that? - ‘ ' , :

MR, BROWN: Yes, I think we are still playing political footbzll.
But the American people have come to understand the fact that the
Reciprocal Trade Agreements program was a good thing for the country
as a whole. The tariff is not a practical economic issue anywhere near
as much as it is an emotional issue. The free traders get violent and
the protectionists get violent. You read the debates; they are practically
never conducted on a rational basis, The same thing is true in other -
countries,ttoo., '

QUESTION;: Wihat is the jurisdiction 6f the United States in regard
to the,participation,of business in internstional cartels? S
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MR. BROWN: The United States has complete Jurlcdlctlon under our
Clayton and Sherman Acts to deal with cartel problems which involve-
companies in this country. We don't have any authority, of course,
to deal with areas of business, even in which our own companiss oort1c1~j
pete, in strictly international trade. WNeither does any other country.
Se whet we propose to do in the ITO charter is to have a sort of appeal
procedure where, if an international cartel is found to be restrictlng
markets and doing various things which have been defined as undesirable,
the case can be brought before the ITO, heard and decided, and then each
of the various governments will have the responsibility of dealing with
a member of the cartel that is in its country, and the government will
break it.up in that way. TWe would operate on our part through the
Sherman and Clayton Acts; other countries would probale, in some cases,'
have to enact lbglslatlon to do qomethlng about it. -

QUESTION: It occurs to me, from'what‘Jou said and following wip’

a few of the questions here, that we are still economic 1solatlonlsts,
we are no longer militery isolationists; but we are still scoromic
isolationists——~to use a high-powered term. We are talking on a very low
echelon here, you and I; we are talking within these walls. Befdre the
war, our country was military isolationist and the mllltary were afraid =
to go out to do any missionary work to carry the facts to the people. ‘
Come the last war, we paid for it. I wonder, if the State Department,
which has that task now, is not falling down on the jcb in not- d01ngvh;"
2 little missionary work-——and perhaps become a mertyr~—and discredit
thate Now the idea is that we have to give up something, Ve can't

. have a partial isolationism; we can't have econemic 1solut10nlsm and

expect not to have polltlcal 1solat10nlsm and militery 1solatlonlsm.‘

MR, BROWN: Up until tnls point I have been doing what &ll of us
do in our jobs, which is to look forward at the difficulties that
stand aheadt and compare what we have dene with what we would like to
do. One is always dissatisfied with the progress, if he looks at it
from that point of view, and that is the way one ought to look”at it
most. of the time. But let us turn sround and lock back for & moment,
I think that this country has a right to be proud of what it has done
in emerging from its economic isolationism as well as from its political
and military isclaticnism.

In the first place, we were the first country to start to reverse
the trend of high protectionism in the tariff, and, over the course of o
the years, we have——with the full support of most of the American people
and enough support to force the high protectionists to give at lsast -~

- 1ip service to what we are trying to do—reduced the level of our

In the second place, we have translated
that effort into s world-wide multilateral effort and have become the
leader in persuading many other countries to do the same thing. In the
third place, we have expended-—I have forgotten how many-—about 20 or

tariff by more than half.
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30 billion dollars in crder to help other countries gconomically in
variouswways since the war, which is unprecedented in history. No
other country ever has done anything like it. The Marshall Plan
certainly was not evidence of econcmic isclationism. Despite our
tariffs and our agricultural policies, we are still the freest and

most open market in the world., There is less difficulty in getting
into this market than in any other in the world, despite the cbstacles -

which still remain,

.- The trouble we find in all internstional negotiations is that of
trying to get another country to live up to the principle we believe
in--private enterprise. Ve believe in private enterprise. At the sare
time we are, dcllar-wise, the biggest state~trading country in the world,
nct excluding Russia. We buy and sell more goods govermmentally than
any other country in the worldj yet we brag zbout the free-enterprise
country. It seems tc me thot we do just enough cf each of the things
to which we object to make it-difficult for us to maintain the purity
of cur principles in international negotiaticns, But if you lock at the
over—all, I would say that we sin in deviating from what we talk abocut
less then almost any other country in the world, and that we have made
tremendous. progress in the past 10 years., These pressurss of cconomic
isolationism are the pressures, by and large, of small but very vocal
groups,. . Any way you might look at it—-numericslly; in terms of know-
how; in terms of capitsl investment; in terms of production-—the pro-
portion in the country is very small., The trouble is that the consumer
is never organized, His interest is too diverse. One cent or two
- cents makes little difference to nim., One cent or two cents over 140
million.people makes a lot of difference to the country, and this you
cen be interested in directly., So I am rather proud of what this country
hag done, I think it has a wonderful record,

- QUESTION: Llast ysar through a little negotiation we were able to
get around the "Buy American Act" and save the taxpayer 10 billion
dollars. .Congress recorded that fact and immediately tacked a little .
rider on our sppropriations so we couldn't buy meat in Argentina. Now
meat has gone to 90 cents a pound. Are you people in your free—trade
attitude going to attack that "Buy &merican het" in any way?

MR. BROWN: I would like to see an act that says that govermment
agencics in meking their procurement shall buy where they can get the
things they want at the best price. . It shouldn't meke any difference -
whether it is abroad or here. I would also like to find some way to.
get states to agree to do the same thing,

COLONEL HICKEY: Mr, Brown, on behalf of the Collegs, I thank you
very much for your fine presentatiqn. : ‘

(26 May 1950~-350)S
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