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D r .  H o w a r d  S.  P i q u e t ,  S e n i o r  S p e c i a l i s t  in I n t e r n a t i o n a l  E c o n o m i c s  , 
L i b r a r y  of C o n g r e s s ,  was  b o r n  in New Y o r k  Ci ty  in 1903. He r e c e i v e d  
h is  b a c h e l o r ' s  d e g r e e  f r o m N e w  Y o r k  U n i v e r s i t y  in 1924, m a s t e r ' s  d e -  
g r e e  f r o m  the  U n i v e r s i t y  of C a l i f o r n i a  in 1926, and P h . D .  in e c o n o m i c s  
f r o m  P r i n c e t o n  U n i v e r s i t y  in 1930. F r o m  1928 to 1932 he t augh t  e c o -  
n o m i c s  a t  P r i n c e t o n .  He was  then  appo in t ed  a s s i s t a n t  p r o f e s s o r  of 
e c o n o m i c s  at  New Y o r k  U n i v e r s i t y .  In 1934 he jo ined  the  e c o n o m i c s  
s t a f f  of the  Uni ted  S t a t e s  T a r i f f  C o m m i s s i o n  and b e c a m e  c h i e f  of the  
E c o n o m i c s  D i v i s i o n  in 1937, s e r v i n g  un t i l  1943. He then  s e r v e d  un t i l  
1945 as  e x e c u t i v e  s e c r e t a r y  of the Uni ted  Na t i ons  I n t e r i m  C o m m i s s i o n  
on F o o d  and A g r i c u l t u r e .  In 1945 he :joined: the  s t a f f  o f  the  Of f i ce  of 
W a r  M o b i l i z a t i o n  and  R e c o n v e r s i o n .  He h a s  he ld  h i s  p r e s e n t  pos i t i on  
s i n c e  1946. He was  d e t a i l e d  in 1947 to the  F o r e i g n  A f f a i r s  C o m m i t t e e  
of the  H o u s e  of R e p r e s e n t a t i v e s  and s e r v e d  a s  D e p u t y  Staff  D i r e c t o r  of 
the  H o u s e  S e l e c t  C o m m i t t e e  on F o r e i g n  A i d .  He i s  a l s o  Ad junc t  P r o -  
f e s s o r  of E c o n o m i c s  a t  the  A m e r i c a n  U n i v e r s i t y  in Wash ing ton ,  D. C. 
D r .  P i q u e t  ha s  w r i t t e n  s e v e r a l  books  and n u m e r o u s  a r t i c l e s  on e c o -  
n o m i c  q u e s t i o n s .  His  l a t e s t  book,  "Aid,  T r a d e ,  and the T a r i f f ,  " ha s  
j u s t  b e e n  p u b l i s h e d  by  T h o m a s  Y. C r o w e l l  C o m p a n y .  
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DR.  KRESS: A d m i r a l  H a g u e ,  G e n e r a l  G r e e l e y ,  and g e n t l e m e n :  
We c o m e  t h i s  m o r n i n g  to  o u r  f ina l  l e c t u r e  in ou r  r e f r e s h e r  c o u r s e .  
O u r  l e c t u r e r  h a s  b e e n  in t h i s  l ine  of w o r k ,  hav ing  t o  do wi th  i n t e r n a -  
t i o n a l  t r a d e ,  m o s t  of h is  w o r k i n g  l i fe  w h i c h  i s  c o m i n g  to  be  a span  of 
s o m e t h i n g  m o r e  than  20 y e a r s .  H e  h a s  b e e n  a c o l l e a g u e  of  m i n e ,  in 
a w a y ,  in tha t  he t augh t  a t  A m e r i c a n  U n i v e r s i t y  and I t a u g h t  a t  G e o r g e -  
town  U n i v e r s i t y .  D u r i n g  t h o s e  20 y e a r s  we  h a v e  m e t  m a n y  t i m e s .  

He  h a s  b e e n  v e r y  m u c h  m o r e  a c t i v e  in h i s  p u b l i s h i n g ,  t hough .  H i s  
l a t e s t  b o o k ,  "Aid ,  T r a d e ,  and the T a r i f f ,  " i s  j u s t  ou t .  You  wi l l  u n -  
d o u b t e d l y  b e c o m e  a c q u a i n t e d  wi th  i t  in the  E c o n o m i c  P o t e n t i a l  c o u r s e  
in the  s p r i n g  s i n c e  y o u  had e x c e r p t s  f r o m  i t  l a s t  s p r i n g .  

H e  h a s  b e e n  ch ie f ,  E c o n o m i c s  D i v i s i o n ,  Un i t ed  S t a t e s  T a r i f f  C o m -  
m i s s i o n ;  e x e c u t i v e  s e c r e t a r y ,  Un i t ed  N a t i o n s  I n t e r i m  C o m m i s s i o n  on 
F o o d  and A g r i c u l t u r e ;  d u r i n g  W o r l d  W a r  H he w a s  wi th  the  O f f i c e  of 
W a r  M o b i l i z a t i o n  and R e c o n v e r s i o n ;  and s i n c e  the w a r  he h a s  b e e n  
S e n i o r  S p e c i a l i s t  in I n t e r n a t i o n a l  E c o n o m i c s  of  the  L e g i s l a t i v e  R e f e r e n c e  
S e r v i c e ,  L i b r a r y  of  C o n g r e s s .  

T h i s  i s  h i s  f i f th  f o r m a l  l e c t u r e  h e r e  and he h a s  t a k e n  p a r t  in m a n y  
s e m i n a r s .  T h a t  in i t s e l f  i s  a good t e s t  of wha t  y o u  a r e  a b o u t  to  r e c e i v e .  
It  i s  a p l e a s u r e  to  i n t r o d u c e  to  y o u  D r .  H o w a r d  S. P i q u e t .  

DR.  P I Q U E T :  A f t e r  that" i n t r o d u c t i o n  I th ink  I shou ld  a p p l y  f o r  a 
c o m m i s s i o n .  

A d m i r a l  H a g u e  and g e n t l e m e n :  It i s  a l w a y s  a p l e a s u r e  to  b e  h e r e .  

O u r  s u b j e c t  t h i s  m o r n i n g  i s  one of the  m o s t  i m p o r t a n t  t ha t  we  can  
d i s c u s s .  When  I r e a d  a c c o u n t s  of the  H - b o m b ,  c i v i l i a n  d e f e n s e ,  and 
s o m e  of t h e n a r r o w e r  a p p r o a c h e s  to  the  p r o b l e m  of n a t i o n a l  s e c u r i t y ,  
I c a n n o t  he lp  b u t  f e e l  t ha t  i f  the  A m e r i c a n  p e o p l e  w e r e  b e t t e r  i n f o r m e d ,  
had  a b e t t e r  i n s i g h t  in to  the  n a t u r e  of  w o r l d  p r o b l e m s  we w o u l d  be  g iv ing  
f a r  m o r e  a t t e n t i o n  t o  the  b a s i c  p r e v e n t a t i v e s  of  w a r .  F u n d a m e n t a l l y ,  
t h i s  m e a n s  h u m a n  u n d e r s t a n d i n g - - p s y c h o l o g i c a l ,  o r  s p i r i t u a l  u n d e r -  
s t a n d i n g ,  i f  y o u  wi l l .  And t h i s  s p i r i t u a l  u n d e r s t a n d i n g  h a s  a s u b s t a n t i a l  
a d m i x t u r e  of e c o n o m i c  c o n s i d e r a t i o n s .  
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If we  e x p e c t  t o  p r e v e n t  w a r ,  we had b e t t e r  he lp  p e o p l e  in o t h e r  
l a n d s  to  he lp  t h e m s e l v e s .  

If I thought that this problem of national and international trade 
were solely economic, I wouldn't waste your time or mine coming here 
to talk about it. It is essentially a political problem, and if we con- 
centrate on the economic side alone, we shall be wasting much of our 
time. We should concentrate on applied economics, that is, political 
economics in the best meaning of that term. 

Now this was not the case until relatively recently. Prior to the 
outbreak of the Second World War, or certainly until the end of the 
First World War, our international trade problems were entirely eco- 
nomic, and the historic argument between the protectionists and the 
free traders was mostly academic. It is true that if the United States 
had adhered more closely to the free-trade doctrine, ignoring the 
political reality of war and many other realities, we would have a some- 
what higher standard of living than we now have. This much is pure 
logic. 

But this is not the problem today. The problem today is whether 
the superabundance that we would have if we had lower trade barriers 
would be worth the political effort involved compared with the abundance 
that we do have even with tariffs. As far as I am concerned, I am not 
much interested in that problem, although it is interesting to the pure 
economist. The problem today is how to maintain a strong free world 
which means, in final analysis, our own survival as a free nation. 

If W e s t e r n  E u r o p e  w e r e  to  s u c c u m b  f,o c o m m u n i s m ,  the  b a l a n c e  
of  i n d u s t r i a l  p o w e r  in the  w o r l d  wou ld  be  s h i f t e d  in f a v o r  of the  Sov ie t  
Union .  We canno t ,  f r o m  the  poin t  of v i e w  of ou r  own s e l f - i n t e r e s t ,  
a f f o r d  to  l o s e  the  i n d u s t r i a l  p o t e n t i a l  of w e s t e r n  E u r o p e .  Tha t  i s  m y  
m a j o r  p r e m i s e .  If I a m  w r o n g  in tha t ,  the  r e s t  of wha t  I a m  abou t  to  
s a y  i s  l a r g e l y  i r r e l e v a n t .  

Bu t  I know I a m  not  w r o n g .  If s t e e l  a lone  i s  c o n s i d e r e d ,  and the  
s t e e l  c a p a c i t y  of w e s t e r n  E u r o p e  i s  added  to tha t  of the  E a s t  i n s t e a d  
of  the  W e s t ,  tha t  c a p a c i t y  wou ld  b e  j u s t  a b o u t  e q u a l  b e t w e e n  o u r s e l v e s  
and the S o v i e t  U n i o n .  What  we a r e  now d i s c u s s i n g  i s  the  d e g r e e  to  
w h i c h  o u r  t r a d e  p o l i c y  is  i m p o r t a n t  in p r o t e c t i n g  tha t  p o t e n t i a l .  

Al l  y o u  have  to  do i s  p i c k  up the n e w s p a p e r  and r e a d  s o m e  of the  

c o m p l a i n t s  t h a t  a r e  m a d e  b y  o u r  E u r o p e a n  f r i e n d s ,  and C a n a d i a n  
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f r i e n d s  a s  w e l l ,  to  r e a l i z e  the  w a y  t h e y  f e e l  a b o u t  u s .  W h e t h e r  j u s t i -  
f i e d  o r  not ,  the  f ac t  i s  t h e r e .  The  B r i t i s h  a r e  s o r e  a t  u s  b e c a u s e  
t h e y  c a n ' t  s e l l  u s  t h e i r  w o o l e n s .  The  I t a l i a n s  a r e  p a r t i c u l a r l y  n e r v o u s  
b e c a u s e  we  a r e  k e e p i n g  out  t h e i r  c h e e s e ,  t h e i r  f u r  f e l t  h a t s ,  and t h e i r  
g a r l i c .  T h o s e  a r e  a n t i - i n p u t  c a s e s  tha t  have  b e e n  d e c i d e d  in the  l a s t  
f e w  m o n t h s  a s  y o u  p r o b a b l y  a r e  w e l l  a w a r e .  I n s t e a d  of  a l l o w i n g  m o r e  
of t h e s e  g o o d s  to  c o m e  in, we  a r e  t h r e a t e n i n g  to  e x c l u d e  t h e m .  We 
h a v e  t i g h t e n e d  s o m e  of o u r  t r a d e  r e s t r i c t i o n s  wi th in  the  l a s t  y e a r .  

J a p a n  i s  in d e s p e r a t e  n e e d  of f o r e i g n  m a r k e t s  and w h e n  we pul l  out  
of  K o r e a - - i f  we  e v e r  d o - - w h a t  i s  go ing  to  h a p p e n  to  J a p a n  if  w e  i n s i s t  
t ha t  the  J a p a n e s e  not  t r a d e  wi th  the  S o v i e t  b l o c  and a t  the s a m e  t i m e  
i n s i s t  t h e y  no t  t r a d e  w i th  u s  ? Wha t  can  we e x p e c t  t h e m  to  do ? 

In t h i s  c o m p l e x  of m i l i t a r y ,  e c o n o m i c ,  and p s y c h o l o g i c a l  f a c t o r s ,  
I wou ld  s a y  t ha t  the  m o s t  i m p o r t a n t  i s  the  p s y c h o l o g i c a l .  T h a t  i s  not  
t o  b e l i t t l e  the  i m p o r t a n c e  of m i l i t a r y  p o w e r  o r  d e f e n s e ,  and I w o u l d  b e  
the  l a s t  to  s a y  tha t  we s h o u l d  have  a w e a k e r  A i r  F o r c e ,  a w e a k e r  N a v y ,  
o r  a w e a k e r  A r m y .  T h e y  shou ld  b e  s t r o n g e r .  Bu t  we  m u s t  not  f o r g e t  
tha t  m i l i t a r y  a c t i o n  r e p r e s e n t s  the  l a s t  r e s o r t ;  t ha t  the  f i r s t  l ine  of  
d e f e n s e  i s  the  p s y c h o l o g i c a l .  A s p i r i t u a l  u n d e r s t a n d i n g  b e t w e e n  o u r -  
s e l v e s  and o t h e r  f r e e  p e o p l e s  d e p e n d s  in l a r g e  p a r t  upon  the  a b i l i t y  
of t h o s e  p e o p l e  to  e a r n  t h e i r  own w a y  and to  k e e p  t h e i r  h e a d s  up wi th  
p r i d e  in t h e i r  own c u l t u r a l  r o o t s .  

So m u c h  f o r  the  g e n e r a l  a s s u m p t i o n s .  We w a n t  a s t r o n g  f r e e  w o r l d - -  
a s  s t r o n g  a f r e e  w o r l d  a s  p o s s i b l e .  The  e c o n o m i c  a s p e c t s  a r e  v i t a l  
and ,  t r a d e  i s  i m p o r t a n t  to  e s s e n t i a l  p s y c h o l o g i c a l  u n d e r s t a n d i n g .  Now 
a s  f a r  a s  the  p u r e l y  e c o n o m i c  a s p e c t s  a r e  c o n c e r n e d ,  I c a n ' t  ge t  t o o  
e x c i t e d  a b o u t  the  m a n y  f e a r s  t ha t  a r e  e x p r e s s e d  a b o u t  the  d a n g e r  of i n -  
c r e a s e d  i m p o r t s .  A l a r g e  p a r t  of the  t a l k  y o u  h e a r  a b o u t  t h i s  c o u n t r y  
b e i n g  d a m a g e d  b y  i m p o r t s  i s  j u s t  u n a d u l t e r a t e d  bunk .  The  N a t i o n  h a s  
v e r y  l i t t l e  to  l o s e  b y  e x p a n d i n g  i t s  f o r e i g n  t r a d e .  On the  c o n t r a r y  i t  
h a s  m u c h  to  ga in .  

L e t  u s  t a k e  a s i m p l e  i l l u s t r a t i o n  to  e n a b l e  u s  to  s e e  t h r o u g h  to  
the  e c o n o m i c  b a c k g r o u n d  of  m u c h  of  t h i s  p o l i t i c a l  t a l k i n g .  It  i s  the  
s a m e  i l l u s t r a t i o n  I gave  l a s t  y e a r .  I hope  the  A d m i r a l  w i l l  f o r g i v e  m e  

if  I r e p e a t  i t .  

L e t  u s  s u p p o s e  t ha t  I c a n  g ive  a p u b l i c  l e c t u r e  and m a k e  1 ,000  d o l -  
l a r s  out of i t ,  o r  w r i t e  a b o o k  and m a k e  a n o t h e r  t h o u s a n d .  L e t  u s  s a y ,  
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a l s o ,  tha t  I a m  a good t y p i s t ,  t ha t  I can  type  b e t t e r  t han  a n y b o d y  
a r o u n d .  I a m  a l s o  a h a n d y  m a n  a r o u n d  the  h o u s e ,  can  fix p l u m b i n g ,  
the  w i r i n g ,  and a l l  the  r e s t  of the  m e c h a n i c a l  jobs  tha t  go wi th  be ing  
the  h e a d  of a h o u s e h o l d ,  Now, w h i c h  would  pay  m e  b e t t e r ,  to  do m y  
own p l u m b i n g  and r e p a i r i n g ,  as  we l l  as  m y  own typ ing  o r  to c o n c e n -  
t r a t e  upon tha t  w h i c h  I do to s u p e r i o r  a d v a n t a g e ,  ' n a m e l y ,  w r i t i n g ,  and 
ge t  the n e x t  b e s t  t y p i s t  to  do m y  typ ing ,  the  n e x t  b e s t  handy  m a n ,  and 
p l u m b e r ,  and e l e c t r i c i a n  to d o  m y  p l u m b i n g  and e l e c t r i c a l  Work?  
Obv ious ly ,  i t  wi l l  pay  m e  to c o n c e n t r a t e  upon tha t  in wh ich  I have  the  
c o m p a r a t i v e l y  g r e a t e s t  a d v a n t a g e .  T h a t  i s  a l l  t h e r e  is  to the  b a s i c  
p h i l o s o p h y  of i n t e r n a t i o n a l  o r  i n t e r r e g i o n a l  t r a d e .  C o u n t r i e s ,  l ike  
i n d i v i d u a l s ,  wi l l  be  b e t t e r  off in t e r m s  of p h y s i c a l  goods  if t h e y  c o n -  
c e n t r a t e  on p r o d u c i n g  the  t h ings  tha t  t h e y  can  p r o d u c e  b e s t .  A r i c h  
m a n  d o e s  not  l o s e  when  he  t r a d e s  wi th  a p o o r  m a n .  If you  ge t  s o m e -  
body  to r e p a i r  the  r o o f  of y o u r  h o u s e  who l i v e s  on a s t a r v a t i o n  wage ,  
you  wi l l  ga in  r a t h e r  than  l o s e .  T h a t  i s  f a i r l y  obv ious .  When you  app ly  
th i s  r e a s o n i n g  to  c o u n t r i e s ,  you  can  c o n c l u d e  tha t  a r i c h  c o u n t r y  d o e s  
not  l o s e  when  it t r a d e s  wi th  a p o o r  c o u n t r y .  

If l o w - p a i d  l a b o r  can  a l w a y s  u n d e r s e l l  h i g h - p r i c e d  l a b o r ,  how is  
i t  t ha t  the  Uni ted  S t a t e s ,  a h i g h - w a g e  c o u n t r y ,  r e g u l a r l y  e x p o r t s  b i l -  
l i ons  of d o l l a r s  w o r t h  of goods  e v e r y  y e a r ,  m u c h  of it  to c o u n t r i e s  
w h e r e  w a g e s  a r e  n o t o r i o u s l y  low?  C l e a r l y  the  h igh w a g e s  m u s t  be  o f f -  
s e t  by  g r e a t e r  p r o d u c t i v i t y ,  r e s u l t i n g  in low c o s t  p e r  un i t  of p r o d u c t .  

Look for a moment at the opposite side of the scale. In the auto- 
mobile industry, which is one of our most successful export industries, 
wages are considerably higher than in the British automobile industry. 
The unit labor cost of automobiles in the United States is low compared 
with the comparable unit labor cost in the United Kingdom. If the 
United Kingdom were also to foll~ow the principle of equalizing unit labor 
costs at home and abroad, it would impose a duty upon United States 
automobiles equal to the difference between labor costs there and in 
the United States. Effort on its part would then be concentrated on re- 
stricting the  i m p o r t s  of A m e r i c a n  a u t o m o b i l e s  j u s t  as  we would  be  e n -  
d e a v o r i n g  to  e x c l u d e  S w i s s  w a t c h e s .  The  ne t  r e s u l t  would  be  tha t  e a c h  
c o u n t r y  would  i m p o s e  p e n a l t i e s  a g a i n s t  t h o s e  p r o d u c t s  in  w h i c h  the  s u p -  
p ly ing  c o u n t r i e s  have  s u p e r i o r  p r o d u c t i v e  a d v a n t a g e s .  

If th i s  r e a s o n i n g  w e r e  to be fo l l owed  to i t s  l o g i c a l  c o n c l u s i o n ,  e a c h  
c o u n t r y  would  f ind i t s  e x p o r t s  shu t  off and i n t e r n a t i o n a l  t r a d e  would  
dwind le  to  a m e r e  t r i c k l e .  D i f f e r e n c e s  in c o s t s ,  i n d e e d ,  supply  the  
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r a t i o n a l e  f o r  a l l  t r a d e ,  b o t h  d o m e s t i c  and  f o r e i g n .  T h e  v e r y  l o g i c  of  
c o s t  e q u a l i z a t i o n ,  i f  e v e r  i t  w e r e  t o  b e  a c h i e v e d ,  w o u l d  b e  t h e  e l i m i n a -  
t i o n  of  t r a d e .  

T h e  i d e a  of  c o s t  e q u a l i z a t i o n ,  w h e t h e r  i% b e  o v e r a l l  m o n e t a r y  c o s t  
e q u a l i z a t i o n  o r  w h e t h e r  i t  b e  u n i t  l a b o r  c o s t  e q u a l i z a t i o n ,  r e s t s  u p o n  
a n  e c o n o m i c  c o n c e p t  t h a t  i s  f a l l a c i o u s  a n d  i n i m i c a l  t o  t h e  e x i s t e n c e  
of  t r a d e .  

T h e  F a l l a c y  I n v o l v e d  

Expressed as simply as possible, this approach to the tariff prob- 
lem is based upon the popular fallacy that high wages cause high prices 
in the economy as a whole. One of the characteristics of economic 
thinking is its attempt to get beneath the seen into the unseen, to delve 
beneath price phenomena into the real factors of relative scarcities 
and supplies. One who is not trained in economic thinking often finds 
it difficult to think in these terms. Because he can see with his own 
eyes that the cost of production in an individual industry in the United 
States is higher than the cost in a competing industry abroad, and be- 
cause he also knows that wage rates generally in the United States are 
considerably higher than in most foreign countries, he jumps to the 
conclusion that United States industry as a whole cannot compete with 
foreign industry. 

The real truth lies in the opposite direction. Wages, like profits, 
rents, and other shares in the distribution of the total national product 
are high or low in one country or community, relative to another, be- 
cause that country or community produces a larger aggregate of goods 
"than does the other country or community. 

A Simple Analog>, 

L e t  u s  l o o k  a t  o u r s e l v e s  f r o m  t h e  o u t s i d e ,  a s  a s c i e n t i s t  w o u l d  e x -  
a m i n e  h i s  l a b o r a t o r y  s p e c i m e n s ,  a n d  l e t  u s  t a k e  o u r  i l l u s t r a t i o n  f r o m  
o u t s i d e  t he  h u m a n  s p h e r e .  A s s u m e  t w o  b e e h i v e s ,  t he  one  n e a r  a l u s h  
g a r d e n  c o n t a i n i n g  m a n y  v a r i e t i e s  of  f l o w e r s  a n d  t h e  o t h e r  l o c a t e d  on  
a p l a t e a u  n e a r  t h e  t o p  o f  a m o u n t a i n  w h e r e  t h e r e  a r e  o n l y  t h e  d a i s i e s  
o f  t h e  f i e l d  and  a f e w  o t h e r  w i n d - s w e p t  w i l d f l o w e r s  f r o m  w h i c h  t o  o b -  
t a i n  n e c t a r .  A s s u m e  f u r t h e r  t h a t  t he  b e e s  ( a s  i s  t h e  w o n t  of  b e e s )  d o  
n o t  m i g r a t e  b e t w e e n  t h e  t w o  h i v e s .  
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The  b e e s  in the  v a l l e y ,  in r e t u r n  f o r  r e l a t i v e l y  l i t t l e  e f f o r t ,  ob ta in  
a l a r g e  quan t i t y  of e x c e l l e n t  h o n e y .  T h e y  a r e  fa t  a n d  p r o s p e r o u s .  T h e i r  
r e a l  c o s t  of p r o d u c i n g  the  h o n e y  ( e f fo r t )  is  l o w  and t h e i r  i n c o m e  i n  t e r m s  
of h o n e y  ( g r o s s  p roduc t )  i s  h igh.  

The  b e e s  n e a r  the  m o u n t a i n  top,  in c o n t r a s t ,  m u s t  w o r k  v e r y  h a r d  
f o r  t h e i r  n e c t a r .  T h e y  w o r k  long h o u r s  to p r o d u c e  a s m a l l  quan t i t y  
of h o n e y .  T h e i r  r e a l  c o s t  of p r o d u c t i o n  ( aga in  e f fo r t )  is  h igh  and t h e i r  
p r o d u c t  is  low.  

A s s u m e  f u r t h e r  t ha t  t h e s e  p a r t i c u l a r  b e e s  a r e  o r g a n i z e d  on a 
c a p i t a l - p r o f i t  l a b o r - w a g e  b a s i s .  In the  h ive  in the  v a l l e y  the  g r o s s  
n a t i o n a l  p r o d u c t  (honey)  is  h igh ,  the  e m p l o y e r  r e c e i v e s  a lot  of h o n e y  
( p r o f i t s )  and  can  a f f o r d  to pay  the  w o r k e r  b e e s  a lot  of h o n e y  (wages )  
f o r  t h e i r  s e r v i c e s .  C o n s i d e r e d  t o g e t h e r ,  the  w a g e s  and the  p r o f i t s  
a r e  h igh  in the  h i v e  in the  v a l l e y .  C o n s i d e r e d  t o g e t h e r ,  the  w a g e s  and 
the  p r o f i t s  in the  h ive  n e a r  the  m o u n t a i n  top a r e  low.  

N o t i c e  tha t  in bo th  c a s e s  w a g e s  and p r o f i t s  a r e  c o n s i d e r e d  t o g e t h e r .  
T h e y  a r e  bo th  in the  s a m e  p l ane  of though t .  T h e y  a r e  bo th  r e w a r d s  f o r  
b e e  e f f o r t  e x e r t e d  and t h e y  shou ld  not  be  c o n f u s e d  wi th  t ha t  e f f o r t  i t -  
s e l f .  The  h igh  w a g e s  p a i d  to  the  w o r k e r  b e e s  in the  m o r e  p r o d u c t i v e  
h ive  a r e  a p a r t  of the  e x p e n s e  of p r o d u c t i o n  on ly  f r o m  the  poin t  of v i e w  
of the  e m p l o y i n g  b e e s .  S t r i c t l y  s p e a k i n g ,  i t  would  be j u s t  a s  l o g i c a l  
f o r  the  w o r k e r  b e e s  to v i ew the  p r o f i t s  r e c e i v e d  by  the  e m p l o y e r  b e e s  

a s  a h igh  c o s t  of p r o d u c t i o n .  E c o n o m i c a l l y  s p e a k i n g ,  h o w e v e r ,  n e i t h e r  
v i ew is  c o r r e c t .  F r o m  the  point  of v i ew  of the  h ive  as  a who le ,  bo th  
w a g e s  and p r o f i t s  a r e  r e w a r d s  f o r  e f f o r t  e x p e n d e d .  

How r i d i c u l o u s  it would  be f o r  the  m o r e  p r o d u c t i v e  h ive  to cut  off  • 
t r a d e  wi th  the  p o o r e r  h ive  on the  g r o u n d  tha t  s u c h  a c t i o n  is  n e c e s s a r y  
to  avoid  b e i n g  d r i v e n  out of b u s i n e s s  by  t h e m !  The  no t ion  of the  p o o r e r  
h ive  d r i v i n g  the  r i c h e r  h ive  out  of b u s i n e s s  i s  j u s t  a s  f a r f e t c h e d  as  the  
no t ion  of a p o o r  c o u n t r y ,  s u c h  a s  J a p a n  o r  I t a ly ,  d r i v i n g  the  Uni ted  
S t a t e s  e c o n o m y  to  the  wa l l .  

It shou ld  n e v e r  be o v e r l o o k e d  tha t  in r e a l  t e r m s  w a g e s ,  l ike  p r o f -  
i t s ,  a r e  h igh  when  p r o d u c t i o n  is  h igh  and  low when  p r o d u c t i o n  is  low.  
The  p o o r e r  b e e s  have  a l l  t ha t  t h e y  can  do to k e e p  t h e m s e l v e s  a l i ve ,  
l e t  a lone  p r o d u c e  e n o u g h  to s a t i s f y  the  d e m a n d s  of the  r i c h e r  b e e s  f o r  
h o n e y .  L a b o r  shou ld  not  be c o n f u s e d  wi th  the  p r o d u c t s  of l a b o r .  L a b o r  
c o m p e t e s  wi th  l a b o r  and the  p r o d u c t s  of l a b o r  c o m p e t e  wi th  the  p r o d u c t s  
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of l a b o r .  W e r e  i t  o t h e r w i s e ,  a p r o s p e r o u s  s u r g e o n  would  lo se  w h e n -  
e v e r  he e m p l o y e d  the  s e r v i c e s  of a g a r d e n e r  o r  o t h e r  w o r k e r  w h o s e  
w a g e s  a r e  l o w e r  t han  his  own. 

As i t  i s  wi th  the  b e e s ,  so is  i t  a l s o  wi th  h u m a n  e c o n o m i e s .  T h e  
Uni ted  S t a t e s  i s  a r i c h  c o u n t r y  b e c a u s e  of i t s  h igh  p r o d u c t i v i t y ,  w h i c h  
in t u r n  i s  e x p l a i n e d  not  m e r e l y  by  i t s  abundan t  p h y s i c a l  r e s o u r c e s  bu t  
a l s o ,  and  in l a r g e  m e a s u r e ,  by  the  t e m p e r a m e n t  and  a d a p t i v e n e s s  of 
i t s  p e o p l e .  L a b o r - s a v i n g  d e v i c e s ,  l a r g e - s c a l e  o p e r a t i o n s ,  m a s s  p r o -  
duc t i on  and s t a n d a r d i z a t i o n ,  and s e l l i n g  s k i l l s  a l l  c o n t r i b u t e  to  t h i s  
e f f e c t i v e n e s s .  B e c a u s e  it  i s  so p r o d u c t i v e  and so l a r g e  the  Uni ted  States ,  
a s  a who le ,  h a s  l i t t l e  to  f e a r  f r o m  f o r e i g n  c o m p e t i t i o n .  

R e c e n t  s t u d i e s  of l a b o r  p r o d u c t i v i t y  in m a n u f a c t u r i n g  i n d u s t r i e s  
in v a r i o u s  c o u n t r i e s  d e m o n s t r a t e  c l e a r l y  the  wide  d i f f e r e n c e s  b e t w e e n  
s u c h  p r o d u c t i v i t y  in t h e  Uni ted  S ta t e s  and in o t h e r  c o u n t r i e s .  In the  
y e a r  1950, t ak ing  the  Uni ted  S t a t e s  as  i00, the  i ndex  of p r o d u c t i v i t y  of 
l a b o r  in m a n u f a c t u r i n g  in C a n a d a  w a s  80 and in w e s t e r n  E u r o p e  i t  
a v e r a g e d  35. In Sweden  it w a s  49 and in the  Un i t ed  K i n g d o m  45. In 
I t a ly  i t  was  20 and in Spain 15. 

D i f f e r e n t i a l  P r o d u c t i v i t y  With in  a C o u n t r y  

If the  g r o s s  n a t i o n a l  p r o d u c t  of a c o u n t r y  w e r e  a s  s i m p l e  a c o n c e p t  
a s  i s  h o n e y  to  a h ive  of b e e s ,  the  a n a l y s i s  would  s top  h e r e .  In the  
Un i t ed  S t a t e s ,  a s  in o t h e r  c o u n t r i e s ,  the  n a t i o n a l  p r o d u c t  c o n s i s t s  of a 
l a r g e  a s s o r t m e n t  of goods  p r o d u c e d  at  w i d e l y  d i f f e r e n t  c o s t s .  I ndeed ,  
e v e n  wi th in  a g iven  i n d u s t r y  the  e x p e n s e s  of p r o d u c t i o n  of i n d i v i d u a l  
f i r m s  v a r y  w i d e l y .  E v e n  wi th in  a g iven  c o r p o r a t e  s t r u c t u r e ,  d i f f e r e n t  
p l a n t s  f r e q u e n t l y  p r o d u c e  at  w i d e l y  d i f f e r e n t  c o s t s .  

Wi th in  any  c o u n t r y  the  v a r i o u s  goods  p r o d u c e d  can  be  a r r a n g e d  in  
d e s c e n d i n g  s c a l e  in o r d e r  of t h e i r  uni t  l a b o r  c o s t s ,  r e l a t i v e  to the  un i t  
l a b o r  c o s t s  of the  r e s t  of the  w o r l d .  T h u s  in the  Un i t ed  S t a t e s  s u c h  a 
l i s t  would  be h e a d e d  by  ou r  p r i n c i p a l  e x p o r t  l i n e s ,  i n c l u d i n g  a u t o m o b i l e s ,  
b u s i n e s s  m a c h i n e s ,  v a r i o u s  o t h e r  l i n e s  of m a c h i n e r y ,  and the  g r e a t  
a g r i c u l t u r a l  e x p o r t  c o m m o d i t i e s  s u c h  as  co t ton  and l a r d .  Down the  s c a l e  
a bi t  would  be  t h o s e  i n d u s t r i e s  w h i c h  e n c o u n t e r  s o m e  f o r e i g n  c o m p e t i t i o n  
s u c h  as  c e r t a i n  k inds  of p a p e r ,  w a t c h e s ,  and b i c y c l e s .  At the  l o w e r  end  
of the  s c a l e  would  be  the  i n d u s t r i e s  w h i c h  e m p l o y  a l a r g e  p r o p o r t i o n  
of l a b o r  r e l a t i v e  to  c a p i t a l  and w h i c h  f ind  t h e m s e l v e s  in s t i f f  c o m p e t i t i o n  
wi th  i m p o r t s .  In t h i s  g r o u p  would  be s u c h  l i n e s  as  handb lown  g l a s s w a r e  

and l e a t h e r  g l o v e s .  



In other countries similar lists could be made. In countries in 
which wages are on the low side, the order would tend to be the re- 
verse of that for the United States. In Italy, for example, the goods 
produced with a high proportion of hand labor would tend to be at the 
top. If such countries were to attempt to produce, by hand, those goods 
which in the United States are produced by large quantities of machinery 
with little labor, the cost would be prohibitive. 

In each country the goods heading the respective lists would be 
those produced at the lowest unit labor costs. The generalization can 
be made that, in the absence of restrictive trade barriers, countries 
tend to specialize in those lines of production in which their unit labor 
costs are lowest. The unit labor cost of producing automobiles in the 
United States is low but in Italy it is high. Conversely, in Italy the unit 
labor cost of producing automobiles is high whereas the unit labor cost 
of producing what we usually think of as typicalljz Italian products, such 
as olive oil and hand-tooled leather goods, the unit labor cost is low. 

Thus is trade made possible with each country exchanging those 
products in which its unit cost is low in exchange for those in which its 
unit cost is high. 

We hear a lot today about balance of international payments and the 
"dollar shortage. " Sometimes I feel the more one reads about it, the 
more confused one becomes. Newspaper editorials don't help too much. 
However, it is not a very complicated thing and I shall try to explain 
it in a few minutes. 

Let us go back for a moment to the old days where everything was 
automatic, or at least in retrospect seems to have been automatic. 
Under the free gold standard, prior to the First World War, the so- 
called "golden age" the world was at peace--as far as major world wars 
were concerned--and the gold standard mechanism worked smoothly. 
I, for one, don't believe that the restoration of the automatic gold stand- 
ard is (i) possible and (2) that if it should come to pass, that it would 
have much to do with the present situation. 

But in those days, it worked. I t  worked, according to the %extbooks, 
because of the automatic flows of gold. There was no free trade in those 
days except on the part of Britain from 1846 until 1901, but is seemed 
truly automatic in spite of tariffs for the simple reason that countries 
freely converted their currencies into gold. Anybody could take gold 
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and ge t  c u r r e n c y  f o r  i t ,  o r  t a k e  a pound s t e r l i n g ,  m e l t  i t  up and ge t  
gold  f o r  i t .  The  pound s t e r l i n g  Was so  m a n y  o u n c e s  of  go ld ,  not  m e r e l y  
e q u a l  to  s o  m a n y  o u n c e s  of  go ld .  The  s a m e  a p p l i e d  to  the  Un i t ed  S t a t e s  
d o l l a r .  In t h o s e  d a y s  the  d o l l a r  w a s  2 3 . 2 2  g r a i n s  of  f ine  go ld .  If any  
one  c o u n t r y  e x p o r t e d  m o r e  goods  than  i t  i m p o r t e d ,  f l u c t u a t i o n s  in the  
e x c h a n g e  r a t e  would  a u t o m a t i c a l l y  r e d i s t r i b u t e  gold  s u p p l i e s .  

F o r  i n s t a n c e ,  the  pound  s t e r l i n g  and the  d o l l a r - - t h e  pound  s t e r l i n g  
w a s  r o u g h l y  $ 4 . 8 6 - - i f  the  e x c h a n g e  m o v e d  a g a i n s t  the  d o l l a r ,  t ha t  
m e a n t  tha t  gold  wou ld  m o v e  in s u c h  a w a y  a s  to  b r i n g  a b o u t  e q u a l i t y  in 
the  w e i g h t  of  gold  in the  co in .  As  you  know,  an e x c h a n g e  r a t e  i s  s i m p l y  
an e x p r e s s i o n  of  one c u r r e n c y  in t e r m s  of  a n o t h e r  c u r r e n c y .  A s  long 
a s  th i s  m e c h a n i s m  p r e v a i l e d ,  gold m o v e d  f r e e l y  f r o m  c o u n t r y  to c o u n t r y .  
C u r r e n c y  cou ld  not  g e t  out  of  l ine  wi th  the  v a l u e  of  go ld .  Tha t  m e a n t  
e x c h a n g e  r a t e s  w e r e  v e r y  s t a b l e .  In f a c t ,  t h e y  w e r e  e v e n  m o r e  s t a b l e  
than  m y  c o m m e n t  w o u l d  i n d i c a t e ,  b e c a u s e  s h o r t - t e r m  c a p i t a l  m o v e m e n t s  
o f ten  m a d e  the  a c t u a l  s h i p m e n t  of go ld  u n n e c e s s a r y .  

F o r  i n s t a n c e ,  a s  s o o n  a s  the  t r a d e  f l o w s  o r  the  m o v e m e n t s  w e n t  
a g a i n s t  one c u r r e n c y  in f a v o r  of  a n o t h e r ,  c a p i t a l  wou ld  m o v e  f r o m  one  
c o u n t r y  to  a n o t h e r  f o r  s h o r t - t e r m  i n v e s t m e n t  and b r i n g  a b o u t  s t a b i l i t y  
of  e x c h a n g e  r a t e s .  

W o r l d  W a r s  I and II s h a t t e r e d  t h i s  m e c h a n i s m  p r e t t y  t h o r o u g h l y .  
M u c h  e f f o r t  in the  p a s t  few y e a r s  h a s  b e e n  d e v o t e d  t o w a r d  hop ing  s o m e -  
how tha t  we can  r e s t o r e  the  gold  s t a n d a r d ,  as  though  a b l a c k b o a r d  
d e m o n s t r a t i o n  s h o w i n g  t ha t  i t  s h o u l d  w o r k  w e r e  a l l  t ha t  i s  n e e d e d .  I 
a m  c o n v i n c e d  tha t  the  r e a s o n  why  the  go ld  s t a n d a r d  w o r k e d  so  w e l l  
t h r o u g h o u t  the  19th c e n t u r y - - a n d  the  19th c e n t u r y  c o n s t i t u t e s  a s m a l l  
f r a c t i o n  of h u m a n  h i s t o r y - - w a s  no t  b e c a u s e  it  w o r k e d  in p u r e  l o g i c  bu t  
b e c a u s e  the B a n k  of E n g l a n d  and the  B r i t i s h  G o v e r n m e n t  w a n t e d  it  to 
w o r k  and s tood  b a c k  of  i t  w i th  e f f e c t i v e  l e a d e r s h i p .  The  B a n k  of  E n g l a n d  
and the B r i t i s h  G o v e r n m e n t  w e r e  a l w a y s  r e a d y  to  do w h a t e v e r  w a s  n e c -  
e s s a r y  to b r i n g  a b o u t  the  c o n v e r t i b i l i t y  of  the  pound s t e r l i n g  in to  gold  and 
o t h e r  c u r r e n c i e s .  We in the  Un i t ed  S t a t e s  shou ld  no t  e x p e c t ,  i f  we  w a n t  to  
r e s t o r e  the  gold  s t a n d a r d ,  o r  d o l l a r  s t a n d a r d ,  o r  any  o t h e r  s t a n d a r d ,  
t ha t  i t  can be  done  w i th o u t  l e a d e r s h i p  of  s o m e  one  c o u n t r y .  

T h e r e  w a s  no  s u c h  th ing  a s  a "pound  s t e r l i n g  s h o r t a g e "  in the  19th 
c e n t u r y  b u t  i t  w a s  not  b e c a u s e  of  s u p e r i o r  i n t e l l i g e n c e  on the p a r t  of 
the  B r i t i s h .  I d o n ' t  th ink  t h e y  a r e  n e c e s s a r i l y  l e s s  i n t e l l i g e n t  than  we 
a r e ,  bu t  t h e y  c e r t a i n l y  a r e  no m o r e  i n t e l l i g e n t .  It w a s  b e c a u s e  the  
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s i t u a t i o n  in and  a r o u n d  the  m i d d l e  of the  19th c e n t u r y  w a s  s u c h  tha t  
B r i t a i n ,  b e c a u s e  of p o l i t i c a l  s e l f - i n t e r e s t  w e n t  on a f r e e - t r a d e  b a s i s  
and  r e p e a l e d  the  C o r n  L a w s .  B r i t a i n  had b e e n  i m p o s i n g  t a r i f f s  on 
f o o d s t u f f s  f o r  m a n y  y e a r s ,  but  in 1846 i t  wen t  on a c o m p l e t e l y  f r e e  t r a d e  
b a s i s .  

It is  t r u e  t h a t  t h e r e  w a s  a lot  of a g i t a t i o n  at  t ha t  t i m e ,  a s  the  e c o n -  
o m i s t s  of t ha t  t i m e  t e l l  u s ,  bu t  i t  w a s  r e l a t i v e l y  m i n o r .  The  w r i t i n g s  
and the  p r o p a g a n d a  was  f o r  the  m o s t  p a r t  an e x p r e s s i o n  of u n d e r l y i n g  
e c o n o m i c  r e a l i t y ,  the  r e a l i t y  t ha t  E n g l a n d ,  the  f i r s±  c o u n t r y  to  u n d e r g o  

i n d u s t r i a l  r e v o l u t i o n ,  had  b e c o m e  the  " w o r k s h o p "  of the  w o r l d ,  the  i n -  
d u s t r i a l  c e n t e r  of the  w o r l d ,  sh ipp ing  m a n u f a c t u r e d  goods  t h r o u g h o u t  
t h e  w o r l d ,  and  b e i n g  d e p e n d e n t  upon ou t ly ing  c o u n t r i e s  f o r  r a w  m a t e r i a l s .  

T h a t  i n d e e d  was  a p a r t  of, i f  not  the  b a s i c  k e y  to,  the  i m p e r i a l i s t i c  
s y s t e m  of G r e a t  B r i t a i n  t h a t  we r e b e l l e d  a g a i n s t  in 1776. We r e b e l l e d  
b e c a u s e  we d i d n ' t  w a n t  to be  t r e a t e d  as  c o l o n i e s ,  bu t  t ha t  c o l o n i a l  i d e a  
m a d e  s e n s e  to the  B r i t i s h  and it  s t i l l  d o e s .  T h e y ,  b e i n g  a s m a l l  i s l a n d ,  
f a n n e d  out  and  b e c a m e  a m a r i t i m e  e m p i r e .  Not  b e i n g  ab le  to r a i s e  
t h e i r  own f o o d s t u f f s ,  t h e y  r e a l i z e d  tha t  if  t h e y  d i d n ' t  a l low i m p o r t s  to 
~ n t e r  the  c o u n t r y ,  t h e y  j u s t  w o u l d n ' t  e a t  v e r y  m u c h .  B r i t a i n  has  long 
b e e n  d e p e n d e n t  upon f o r e i g n  s o u r c e s  f o r  i t s  f o o d s t u f f s  and o t h e r  s u p p l i e s  
of r a w  m a t e r i a l s .  

So e v e r y  B r i t i s h e r  w a s  c o n s c i o u s  of the  f a c t  t h a t  he i s  d e p e n d e n t  
on i m p o r t s .  In c o n s e q u e n c e ,  f o r e i g n  t r a d e  h a s  a l w a y s  b o r n e  a h igh  r a t i o  
to  B r i t a i n ' s  g r o s s  n a t i o n a l  p r o d u c t .  

O u r  p r o b l e m  is  m u c h  d i f f e r e n t  f r o m  t h i s .  When peop le  s ay ,  a s  
m a n y  do,  t ha t  a l l  we  have  to do in the  m i d d l e  of the  20th  c e n t u r y  is  to  
copy  wha t  E n g l a n d  did in the  m i d d l e  of t h e  1 9 t h - - g o  on a f r e e r  t r a d e  
b a s i s - - t h e y  a r e  o v e r s i m p l i f y i n g .  As I m e n t i o n e d  b e f o r e ,  o u r  f o r e i g n  
t r a d e  i s  s m a l l  c o m p a r e d  wi th  o u r  t o t a l  n a t i o n a l  p r o d u c t ,  A m e r i c a n s  
a r e  not  c o n s c i o u s  of the  f a c t  t h a t  t h e y  n e e d  m a n y  i m p o r t s .  N e i t h e r  do 
t h e y  s e e m  to be  c o n s c i o u s  of the  f a c t  t h a t  t h e y  n e e d  e x p o r t s ,  not  on ly  f o r  
o u r  own ga in ,  bu t  f o r  the  s a k e  of a s t r o n g  f r e e  w o r t d .  

If the  Uni ted  S t a t e s  i s  going  to  p l ay  i t s  r o l e  a s  the  e c o n o m i c  l e a d e r  
of the  f r e e  w o r l d ,  wi th  a t r a d i n g  s y s t e m  a n a l o g o u s  to t h a t  of the  19th 
c e n t u r y ,  i t  u n f o r t u n a t e l y  wi l l  have  to  do so as  the  r e s u l t  of an i n t e l l e c -  
t u a l  p r o c e s s ,  not  m e r e l y  by  f e e l i n g  h u n g r y ,  b e c a u s e  the  A m e r i c a n  peop le  
wi l l  not  s t a r v e  to  d e a t h  if  t h e y  d o n ' t  have  f o r e i g n  t r a d e - - o f  tha t  I a m  

s u r e .  
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I t  m e a n s  r e a s o n i n g ,  w h i c h  i s  a d i f f i c u l t  t h i n g  f o r  a n a t i o n  t o  d o .  T h e y  
a r e  g o i n g  t o  h a v e  to  u n d e r s t a n d  t h a t  t h e  n a t i o n a l  i n t e r e s t  i n v o l v e s  m a n y  
s a c r i f i c e s .  

B r i t a i n  n e v e r  h a d  to  f a c e  t h i s  p r o b l e m .  B r i t a i n  j u s t  d id  i t  on t h e  
b a s i s  of  p r e s s u r e  f r o m  t h e  p e o p l e .  W i t h o u t  i m p o r t s  t h e r e  w a s  no t  
e n o u g h  f o o d  and  p e o p l e  w e r e  h u n g r y .  I t  w a s  j u s t  t h a t  s i m p l e .  B u t ,  e v e n  
in  B r i t a i n ' s  c a s e ,  i t  t o o k  20 y e a r s  f o r  i t  t o  c h a n g e  o v e r  f r o m  t h e  o l d  
p a t t e r n  of  b e h a v i o r  t o  t h e  n e w .  S u c h  a t h i n g  c a n n o t  b e  d o n e  q u i c k l y .  If  
i t  t o o k  20 y e a r s  on t he  b a s i s  o f  o b v i o u s  s e l f - i n t e r e s t ,  I w o n d e r  h o w  m u c h  
l o n g e r  i t  i s  g o i n g  t o  t a k e  u s  to  d o  i t  w h e n  i t  r e q u i r e s  i n t e l l e c t u a l  d e c i -  
s i o n s  t h a t  a r e  o u t  of  l i n e  w i t h  w h a t  a p p e a r s  to  b e  t h e  s e l f - i n t e r e s t  of  
the man in the street. 

In f a c t ,  e v e n  t h o u g h  s o m e  t h i n g s  I s a y  m a y  s o u n d  a b i t  p e s s i m i s t i c ,  
I c a n ' t  h e l p  b u t  a d m i r e  t h e  A m e r i c a n  p e o p l e .  W e  d id  a f i ne  j o b  o f  g e t t i n g  
i n t e r e s t e d  q u i c k l y  in  w o r l d  a f f a i r s .  A c o u n t r y  t h a t  c a n  c o m e  to  t h e  
a s s i s t a n c e  of  t h e  r e s t  of  t he  w o r l d ,  w i t h  o v e r  80 b i l l i o n  d o l l a r s  o f  d i r e c t  
f o r e i g n  a i d  a s  w e l l  a s  m i l i t a r y  a s s i s t a n c e ,  d e s e r v e s  a l o t  o f  c r e d i t .  
W i n s t o n  C h u r c h i l l  c a l l e d  i t  " t h e  m o s t  u n s o r d i d  a c t  in  h u m a n  h i s t o r y .  " 
L e t  u s  n o t  b e l i t t l e  w h a t  w e  h a v e  d o n e  in  A m e r i c a .  W e  s h o u l d  b e  p r o u d  
o f  i t ,  b u t  w e  s t i l l  h a v e  a l o n g  w a y  t o  go  in  t e r m s  of  d o i n g  t h e  t h i n g s  
t h a t  a r e  n e c e s s a r y  to  m e e t  t h e  c h a l l e n g e  of  l e a d e r s h i p  in  t h e  2 0 t h  c e n -  
t u r y .  

E v e n  a s  e a r l y  a s  1853 ,  a h u n d r e d  y e a r s  a g o ,  t h e  " L o n d o n  E c o n o m i s t "  
sa id~ " W e  m u s t  w a t c h  t h e  A m e r i c a n s  and  s e e  h o w  t h e y  a r e  d e v e l o p i n g  
i n d u s t r i a l l y .  If  w e  a r e  n o t  c a r e f u l ,  t h e y  w i l l  s u r p a s s  u s .  " W e  h a v e  d o n e  
t h a t .  T w o  w o r l d  w a r s  h a v e  a c c e l e r a t e d  t h e  p r o c e s s .  I h a v e  no  d o u b t  
t h a t  i f  i t  h a d n ' t  b e e n  f o r  t h e  w a r s ,  o u r  s u r p a s s i n g  t h e  B r i t i s h  i n d u s t r i a l l y  
w o u l d  h a v e  c o m e  a n y w a y ,  b u t  i t  w o u l d  h a v e  b e e n  d e l a y e d  l o n g  e n o u g h  
p r o b a b l y  s o  w e  c o u l d  h a v e  a d j u s t e d  o u r s e l v e s  m e n t a l l y  t o  t h e  c h a n g e .  
T h e  t r o u b l e  i s ,  t e c h n o l o g y  h a s  c h a n g e d  s o  f a s t  t h a t  w e  h a v e n ' t  b e e n  a b l e  
to keep pace with it in our own thinking and in our political and economic 
engineering. That is where we are lagging badly and where we need 

bolstering up. 

So w h e n  t h e  g o l d  s t a n d a r d  no  l o n g e r  w o r k e d ,  c o u n t r i e s  w e n t  on t h e  
p a p e r  s t a n d a r d ,  r a n  t h e  p r i n t i n g  p r e s s e s ,  a n d  o p e r a t e d  on t h e  b a s i s  of  
c r e d i t .  I w o u l d  h a t e  to  b e  c a l l e d  u p o n  t o  d e f i n e  w h a t  a d o l l a r  i s .  I t  
i s  a p i e c e  of  p a p e r  w i t h  w r i t i n g  p r i n t e d  on  i t ,  t h a t  s a y s  on i t s  f a c e  t h a t  
i t  i s  l e g a l  t e n d e r .  A d o l l a r  i s  a p s y c h o l o g i c a l  e n t i t y ,  s o m e t h i n g  t h a t  
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m a i n t a i n s  i t s e l f  b y  v i r t u e  of the  f a c t  tha t  we  a l l  have  c o n f i d e n c e  in i t .  
We d o n ' t  know why;  we  j u s t  do .  It i s  t h i s  c o n f i d e n c e  tha t  m a i n t a i n s  i t .  

I wi l l  n e v e r  f o r g e t  when I l i ved  in N e w  J e r s e y ,  at  the  t i m e  of  the  
b a n k  h o l i d a y  in 1933.  It s e e m s  l ike  a long  t i m e  ago  now.  When  the b a n k s  
c l o s e d ,  I th ink  I had  16 d o l l a r s  in m y  p o c k e t .  But  we did not  go out  and 
r i o t  and s h o o t  up e a c h  o t h e r  in the  s t r e e t s .  It w a s  a g r e a t  h o l i d a y ,  a s  
I r e m e m b e r .  The  joke  w a s ,  "How i s  the  A a n d  P going  to  ge t  pa id  f o r  
the  g r o c e r i e s  ? "  As  a m a t t e r  of f ac t ,  we  a d a p t e d  o u r s e l v e s ,  y o u  m a y  
r e m e m b e r ,  v e r y  q u i c k l y .  We changed  ou r  e c o n o m i c  th ink ing ,  and,  b e -  
f o r e  we  knew i t ,  c o n f i d e n c e  w a s  r e s t o r e d .  It w a s  a g r e a t  t r i b u t e  to  the  
A m e r i c a n  p e o p l e .  In s o m e  o t h e r  c o u n t r i e s  it m i g h t  have  r e s u l t e d  in 
b l o o d s h e d .  In f a c t ,  h i s t o r i c a l l y ,  we  have  a g r e a t  s e n s e  of  h u m o r .  I 
hope  tha t  we  can  m a i n t a i n  i t .  

Now b e f o r e  the  gold s t a n d a r d  w a s  a b a n d o n e d  the b a l a n c e  of p a y m e n t s  
w a s  not  an i m p o r t a n t  c o n c e p t .  N o b o d y  h e a r d  of the  b a l a n c e  of p a y m e n t s  
b e f o r e  1919.  It w a s  a l l  a u t o m a t i c ,  b e c a u s e  c u r r e n c i e s  a d j u s t e d  t h e m -  
s e l v e s .  

T o d a y  t h i s  i s  no l o n g e r  t r u e .  Al l  the  w o r l d  i s  w o r r i e d  a b o u t  the  
i m b a l a n c e s  of  i n t e r n a t i o n a l  p a y m e n t s .  We h a v e  a c h r o n i c  s u r p l u s ;  
B r i t a i n  h a s  a c h r o n i c  d e f i c i t ;  a s  do  m a n y  o t h e r  c o u n t r i e s  of w e s t e r n  
E u r o p e .  T r u e ,  in the  l a s t  f ew  y e a r s ,  the  d e f i c i t s  of  w e s t e r n  E u r o p e  
have  not  b e e n  of  s u c h  c o n c e r n  to  t h e m  b e c a u s e  t h e y  have  cut  down  on 
t h e i r  i m p o r t s .  As  a r e s u l t  c e r t a i n  p r o d u c i n g  c o u n t r i e s  have  the  l a r g e s t  
w h e a t  s u r p l u s  in h i s t o r y ,  due  p r i m a r i l y  to  the  t i gh t en ing  of  b e l t s  in w e s t -  
e r n  E u r o p e .  

A n a t i o n ' s  i n t e r n a t i o n a l  p a y m e n t s ,  l ike  y o u r s - - y o u r  p e r s o n a l  b a l -  
a n c e  Of e x t e r n a l  p a y m e n t s - - w i l l a l w a y s  b e  in b a l a n c e  in an a c c o u n t i n g  
s e n s e .  It c a n ' t  ge t  out  of  b a l a n c e  b e c a u s e  y o u  wi l l  go to j a i l  i f  y o u  have  
g o t t e n  out  of  b a l a n c e  too  f a r .  You  have  to  m e e t  y o u r  b i l l s .  You  can  do 
it  b y  w a y  of a d d i t i o n a l  i n c o m e  o r  you  can ge t  funds  c a s h i n g  in on y o u r  
a s s e t s ,  b y  b o r r o w i n g  on y o u r  c r e d i t .  Bu t  you  m u s t  a l w a y s  be  in an 
" a c c o u n t i n g "  b a l a n c e  of p a y m e n t s .  So a r e  n a t i o n s .  E u r o p e  is  in an 
a c c o u n t i n g  b a l a n c e  of  p a y m e n t s  b y  v i r t u e  of the  f ac t  t ha t  the  Uni ted  S t a t e s  
ha s  b e e n  g iv ing  E u r o p e  a b o u t  5 b i l l i o n  d o l l a r s  a y e a r  s i n c e  1945. 

Bu t  tha t  i s  not  the  kind of  b a l a n c e  we  a r e  u s u a l l y  t a l k ing  abou t  when  
we s p e a k  of  the  b a l a n c e  of i n t e r n a t i o n a l  p a y m e n t s .  We a r e  r e f e r r i n g ,  
not  to  an a c c o u n t i n g  b a l a n c e ,  bu t  to  a " p r o g r a m "  b a l a n c e .  T h e r e  i s  
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l i t t l e  q u e s t i o n ,  i t  s e e m s  to m e - - a n d  I th ink  m o s t  e c o n o m i s t s  and  i n t e r -  
n a t i o n a l  f i n a n c i e r s  would  a g r e e - - t h a t  if  we w e r e  to  cu t  off  f o r e i g n  a id  
r i g h t  now and do no th ing  e l s e  in the  w a y  of s t i m u l a t i n g  t r a d e ,  the  b a l -  
a n c e  of i n t e r n a t i o n a l  p a y m e n t s  would  snap  into  b a l a n c e .  But  a t  w h a t  
c o s t  ? Could  we a f f o r d  p o l i t i c a l l y  to  a l low I t a l y - - a n d  I p i c k  I t a l y  a s  one 
of the  s o r e  spo t s  of E u r o p e ;  F r a n c e  would  do j u s t  a s  w e l l - - t o  a r r i v e  
a t  the  b a l a n c e  it  would  h a v e  to r e a c h  at  t h e  c o s t  of a m u c h  l o w e r  s t a n d -  
a r d  of l i v i n g ?  B e c a u s e  t h e y  would  have  to cu t  i m p o r t s ;  t h e y  would  h a v e  
to t i g h t e n  t h e i r  b e l t s ,  w h i c h  would  m e a n  l o w e r  w a g e s ,  l o w e r  p r o f i t s ,  
l o w e r  i n c o m e s  f o r  a l l  the  p e o p l e .  Can  t h e y  a f f o r d  tha t  ? Can  w e  a f f o r d  
i t ?  

One m a i n  r e a s o n  f o r  the  d o l l a r  s h o r t a g e - - t h e  " d o l l a r  g a p " - - i s  the  
f a c t  t ha t  we have  b e e n  g r a n t i n g  f o r e i g n  a id  e v e r y  y e a r .  We have  b e e n  
p r e v e n t i n g  b a l a n c e  f r o m  c o m i n g  by  v i r t u e  of the  f a c t  t h a t  we h a v e  b e e n  
g iv ing  m o n e y  i n s t e a d  of l e t t i n g  the  E u r o p e a n s  e a r n  it  and  l e t t i n g  t h e m  
a d j u s t  to  i t .  I, f o r  one ,  f e e l  t ha t  t h i s  i s  not  the  s o l u t i o n .  

M u c h  of the  t a l k  about  the  " d o l l a r  gap"  is  m i s l e a d i n g .  T h e  i m -  
p o r t a n t  t h ing  i s  the  l iv ing  s t a n d a r d s  of ~he peop le  in the  f r e e  w o r l d .  
T h e r e  a r e  on ly  two w a y s  tha t  t h e i r  p l a n e s  of l i v ing  can  be  r a i s e d - - b y  
t h e i r  p r o d u c i n g  m o r e  and  s e l l i n g  m o r e .  And w h e r e  a r e  t h e y  going  to  
s e l l  if  t h e y  d o n ' t  s e l l  h e r e ?  Why d o n ' t  t h e y  s e l l  to  the  r e s t  of t he  w o r l d ?  
One  of the  m a i n  r e a s o n s  why  t h e r e  a r e  so  m a n y  t r a d e  b a r r i e r s  in the  
c o u n t r i e s  of E u r o p e  is  b e c a u s e  of the  d o l l a r  s h o r t a g e .  S o m e t i m e s ,  to  
l i s t e n  to s o m e  of the  s t u d e n t s  of the  t r a d e  q u e s t i o n  ta lk ,  you  would  t h ink  
t h e s e  p e o p l e  of E u r o p e  a r e  a b u n c h  of bad  m e n  who a r e  a g a i n s t  o u r  t r a d e ,  
who l ike  to  put  a lo t  of b a r r i e r s  a g a i n s t  o u r  goods .  

Now,  it  i s  t r u e  tha t  s o m e t i m e s  t h o s e  b a r r i e r s  a r e  i m p o s e d  f o r  
t he  s a k e  of s t i m u l a t i n g  i n d u s t r y ,  bu t  m o r e  f e q u e n t l y  t h e y  a r e  i m p o s e d  
to  p r o t e c t  t h e i r  c u r r e n c y  b e c a u s e  t h e y  d o n ' t  h a v e  the  d o l l a r  e a r n i n g  
c a p a c i t y  t ha t  t h e y  n e e d .  The  only  way  t h e y  can  do tha t  i s  to  u s e  the  d o l -  
l a r s  t ha t  t h e y  h a v e ,  and a r e  ab le  to  e a r n ,  to  buy  the  goods  tha t  t h e y  
r e a l l y  n e e d - - e s s e n t i a l  m a t e r i a l s - - a n d  by  i m p o s i n g  b a r r i e r s  a g a i n s t  i m -  
p o r t s  f r o m  the  Un i t ed  S t a t e s  of t h ings  in the  l u x u r y  c a t e g o r y .  We c a n ' t  
s e l l  a u t o m o b i l e s  in E u r o p e  b e c a u s e  the  E u r o p e a n s  n e e d  the  e x c h a n g e  
f o r  w h e a t .  It i s  a v i c i o u s  c i r c l e .  T h e y  i m p o s e  b a r r i e r s .  We i m p o s e  
b a r r i e r s  a g a i n s t  t h e m .  The  th ing  g o e s  r o u n d  and  r o u n d .  S o m e w h e r e  
tha t  c i r c l e  h a s  to be  b r o k e n .  

Now, it is true, we can curtail foreign aid. One of the surest 
ways to lose a friend is to give him some money and keep giving it to 

13 



2 7 4  

him. That is true among nations as well as among individuals. The 
best way to lend a helping hand is to help sell goods; to be a good 
neighbor, be a good customer. The sooner we can substitute trade 
for aid, the better'we will be. 

The q u e s t i o n  i s ,  Can it  be  done  ? Tha t  i s  m o r e  d i f f i c u l t .  T h e  i d e a l  
s o l u t i o n  i s  o b v i o u s .  T h e y  wou ld  f a r  r a t h e r  e a r n  t h e i r  own way ,  and 
so  w o u l d  w e .  The  d i f f i c u l t y  a r i s e s  when  we r e a l i z e  tha t  i t  m e a n s  s e l l -  
ing g o o d s  to  u s .  The  q u e s t i o n  i s  w h e t h e r ,  i f  we  c u r t a i l  a id ,  t r a d e  can  be  
s u b s t i t u t e d .  

It is interesting to speculate what it wouldmean if we were to sus- 
pend our tariffs for something like two or three years. I say "temporary" 
because politically, it seems to me, it is almost unbelievable that the 
United States could go on a permanent free-trade basis. We can do it 
temporarily and then re-evaluate it as best we can. That is about the 
best we can expect. If we were to do this our imports might increase 
by as much as 800 million to i. 8 billion dollars. If we were to suspend 
quotas on agricultural products also, there might be as much as a 2.5 
billion-dollar increase in imports. 

B u t  the  i m p o r t a n t  th ing  i s  not  the  m a t h e m a t i c a l  m e a s u r e m e n t .  In 
f ac t ,  I a m  s o m e t i m e s  s o r r y  tha t  I put  the  f i g u r e s  in m y  r e c e n t  b o o k - -  
"Aid ,  T r a d e ,  and the  T a r i f f " - - b e c a u s e  t h e y  have  b e e n  so  m i s i n t e r p r e t e d  
b y  the  p r e s s .  The  i m p o r t a n t  th ing  i s  tha t  i f  we  a l l ow  s o m e  g o o d s  to  
come in, it will start the wheels rnoving. It is like the engineers' and 
forecasters' estimates when they are going to make public improvements. 
Take the New Jersey turnpike, for instance. Already the traffic on it 
is two or three times what they anticipated at the time they built it. 
That is very often true of public improvements. The engineers analyze 
traffic and build a bridge or a road to take care of that traffic. They 
can't estimate how many more cars will drive on it, simply because 
of the fact that a road is there that was not there before. 

We d o n ' t  know wha t  wou ld  happen .  N o b o d y  can  p o s s i b l y  f o r e c a s t  
wha t  wou ld  happen  if  the  Uni ted  S t a t e s  a c t u a l l y  w e r e  to  do an a b o u t - f a c e  
a s  f a r  a s  ou r  e c o n o m i c  p o l i c y  i s  c o n c e r n e d  t o w a r d  W e s t e r n  E u r o p e .  
F o r  one th ing,  we  d o n ' t  know how f ixed ,  o r  how e l a s t i c ,  f o r e i g n  s u p p l i e s  
a r e .  We d o n ' t  know w h i c h  c o u n t r y  can  p r o d u c e  how m u c h  m o r e  of  wha t .  
I d o n ' t  know how a n y b o d y  can  f ind out  w i thou t  a c t u a l l y  p e r f o r m i n g  the  
e x p e r i m e n t .  The  B r i t i s h  had d i f f i c u l t y  in e x p a n d i n g  w o o l e n  t e x t i l e  
c a p a c i t y .  I w o n d e r  to wha t  e x t e n t  t h e i r  a b i l i t y  to  p r o d u c e  wou ld  be  s t i m -  
u l a t e d  in the  f a c e  of a good m a r k e t .  

14 



275 

If y o u  w e r e  a f o r e i g n  m a n u f a c t u r e r  t o d a y ,  p r o d u c i n g  s o m e  s o r t  of 
g a d g e t ,  wou ld  y o u  s p e n d  l o t s  of m o n e y  in d e v e l o p i n g  t h i s  m a r k e t ?  N o t  
i f  you  know m u c h  a b o u t  C u s t o m s  and the  U n i t e d  S t a t e s  t a r i f f  l a w .  Of ten  
y o u  d o n ' t  know w h e t h e r  y o u  can  ge t  y o u r  g o o d s  in to  the  m a r k e t ,  o r  a t  
w h a t  r a t e ,  un t i l  a f t e r  the  t r a n s a c t i o n  has  b e e n  a d j u d i c a t e d  b y  the  Uni ted  
S t a t e s  C u s t o m s  C o u r t ,  in w h i c h  c a s e  y o u  m a y  h a v e  to  wa i t  a s  m u c h  a s  
a who le  y e a r ,  o r  m o r e ,  f o r  a f i na l  d e c i s i o n ,  o r  b e f o r e  you  e v e n  know 
w h a t  the  du ty  r a t e  i s .  I a m  t a lk ing  a b o u t  s o m e  new p r o d u c t  t ha t  h a s  
no t  b e e n  i m p o r t e d  b e f o r e .  Of  c o u r s e ,  s u c h  s t a n d b y s  a s  S c o t c h  w h i s k y  
and w o o l e n  t e x t i l e s  c o m e  in  r e g u l a r l y  and t h e r e  i s  no  q u e s t i o n  a b o u t  
t h e i r  p a s s i n g  t h r o u g h  C u s t o m s  q u i c k l y .  

T h e r e  w a s  a c a s e  no t  long  ago  t ha t  y o u  m a y  h a v e  h e a r d  a b o u t  in 
w h i c h  a f o r e i g n  m a n u f a c t u r e r  t r i e d  to  i m p o r t  in to  t h i s  c o u n t r y  a w o m a n ' s  
s h o e  t ha t  had  s o m e  w o o l  on i t ,  a l i t t l e  f u r ,  and o t h e r  m a t e r i a l s ,  f o r  the  
C h r i s t m a s  h o l i d a y  t r a d e .  L o n g  a f t e r  t h e  C h r i s t m a s  s e a s o n ,  he w a s  to ld  
how m u c h  du ty  he w o u l d  h a v e  to  p a y  on t ha t  s h o e ,  and i t  w a s  the  w o o l e n  
du ty ,  r a t h e r  than  the  s h o e  du ty ,  t ha t  he had to  p a y .  If  a th ing  h a s  any 
b i t  of  e m b r o i d e r y  on i t ,  e v e n  on the  l a b e l ,  i t  m u s t  p a y  the  e m b r o i d e r y  

d u t y ,  w h i c h  i s  h igh .  

So i f  y o u  w e r e  a E u r o p e a n  m a n u f a c t u r e r ,  y o u  h a r d l y  w o u l d  b e  i n -  
c l i n e d  to  s p e n d  a lo t  of  m o n e y  c u l t i v a t i n g  the  A m e r i c a n  m a r k e t .  Y o u  
w o u l d  know t h a t  i f  y o u  w e r e  s u c c e s s f u l  in s e l l i n g  h e r e ,  the  c h a n c e s  a r e  
tha t  t h e r e  w o u l d  b e  an a p p e a l  t o  the  T a r i f f  C o m m i s s i o n  to  k e e p  the  g o o d s  
out  u n d e r  the  s o - c a l l e d  " e s c a p e  c l a u s e . "  If t ha t  d i d n ' t  w o r k ,  t h e r e  wou ld  
b e  a b i l l  i n t r o d u c e d  in  C o n g r e s s  to  k e e p  the  g o o d s  out .  

We m u s t  f a c e  t h e  p r o b l e m  h e a d  on and r e a l i z e  tha t  o t h e r  c o u n t r i e s  
n e e d  m a r k e t s .  I s  t h e r e  not  s o m e  f o r m u l a  t h a t  w o u l d  p e r m i t  t h e m  e n t r y  
in to  the  m a r k e t  a t  l e a s t  up to  a c e r t a i n  po in t .  I t h ink  t ha t  t h e r e  i s  s u c h  
a f o r m u l a .  I t h ink  t ha t  i t  i s  a v e r y  s i m p l e  f o r m u l a .  I a m  not  s u r e  a d -  
m i n i s t r a t i v e l y  how d i f f i c u l t  i t  w o u l d  b e ,  b u t  t e c h n i c a l l y  i t  s h o u l d  b e  no 
m o r e  d i f f i c u l t  t han  l o t s  of  o t h e r  t h i n g s  we  have  d o n e .  

T a k e  t h e  p r o d u c t s  t h a t  c o m e  p r i m a r i l y  f r o m  I t a l y .  L e t  u s  t a k e  
c h e e s e ,  f u r  f e l t  h a t s ,  g a r l i c - ' t h i n g s  w h i c h  in t h i s  c o u n t r y  a r e  p r o d u c e d  
a t  a r e l a t i v e l y  h igh  c o s t ,  r e l a t i v e  to  I t a l y .  Why  do  we  p r o d u c e  t h e m  
on ly  a t  a h igh  c o s t ?  B e c a u s e  i f  we  d o n ' t  p a y  l a b o r  go ing  r a t e s  of w a g e s ,  
w e  c a n ' t  s t a y  in b u s i n e s s .  The  r e a s o n  why  the  f u r  f e l t  ha t  in D a n b u r y ,  
C o n n e c t i c u t ,  c a n ' t  s t a n d  up  a g a i n s t  I t a l y  i s  p r e c i s e l y  b e c a u s e  of  the  
h igh  w a g e s  pa id  in t h i s  c o u n t r y .  B u t  the  w a g e  r a t e s  a r e  h igh  in t h e s e  
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i n d u s t r i e s  b e c a u s e  wage  r a t e s  a r e  h igh i n  t h o s e  i n d u s t r i e s  t ha t  a r e  
b e t t e r  su i t ed  to o u r  e n v i r o n m e n t  and i n s t i t u t i o n s ,  l ike  a u t o m o b i l e s .  
L a b o r  c o m p e t e s  a g a i n s t  l a b o r ,  and if  i n d u s t r i e s  t h a t  a r e  at  the  i n e f f i -  
c i e n t  end of the  s c a l e  don ' t  pay  going w a g e s ,  t h e y  c a n ' t  s t a y  in b u s i n e s s .  
The  r e a s o n  why  the  f u r  f e l t  ha t  i n d u s t r y  and the  handb lown g l a s s w a r e  i n -  
d u s t r y  i n  W e s t  V i r g i n i a  a r e  a t  the  l o w e r  end of the  e f f i c i e n c y  s c a l e  i s  
b e c a u s e  t h e y  f i n d  i t  d i f f i cu l t  to  c o m p e t e  wi th  the  a u t o m o b i l e  i n d u s t r y  
and  the  s t e e l  i n d u s t r y  and  o t h e r  h igh ly  e f f i c i e n t  i n d u s t r i e s .  T h a t  i s  w h e r e  
their real competition lies. 

If we s a y  we a r e  not  going  to k e e p  t h e s e  goods  out s i m p l y  b e c a u s e  
t h e y  c o m p e t e  wi th  o u r s ,  butJwe a r e  going  to  a l low t h e m  to c o m e  in up 
to  a c e r t a i n  point  (I a m  not  s e t t i n g  the  f i g u r e ) - - s a y  f o r  90 p e r c e n t  of 
the  m a r k e t  f o r  the  A m e r i c a n  p r o d u c e r s - - t h a t  i s  p r e t t y  f a i r ,  i s n ' t  i t ?  
If we shou ld  l o o s e n  up o u r  m a r k e t s  to  the  e x t e n t  of  10 p e r c e n t  of o u r  
d o m e s t i c  c o n s u m p t i o n ,  do you  r e a l i z e  w h a t  t ha t  would  m e a n  to I t a l y ?  If 
we w e r e  to  t e l l  the  I t a l i a n s  tha t  h e n c e f o r t h  t h e y  could  send  into  t h i s  
c o u n t r y  a u t o m o b i l e s ,  g l o v e s ,  s h o e s ,  ha t s ,  and so  on, up to  10 p e r c e n t  
of th i s  m a r k e t ,  tha t  would  be p r a c t i c a l l y  f r e e  t r a d e  f r o m  t h e i r  point  of 
v i ew .  T h e y  a r e  so l i t t l e ;  we a r e  s u c h  a b ig  c o u n t r y .  If any  d o m e s t i c  
m a n u f a c t u r e r  m a i n t a i n s  tha t  90 p e r c e n t  of the  h o m e  m a r k e t  i s  not  enough  
f o r  h i m ,  the  b u r d e n  of p r o o f  should  be upon h i m .  

It i s  t r u e  tha t  in s o m e  c a s e s  s o m e  i n d u s t r i e s  m i g h t  be h u r t .  I m a d e  
an e s t i m a t e  in m y  book tha t  on the  b a s i s  of m y  s tudy  of 80 p e r c e n t  of a l l  
d u t i a b l e  i m p o r t s  in 1951, the  to t a l  i n c r e a s e  in i m p o r t e d  goods ,  in the  
e v e n t  of t e m p o r a r y  t a r i f f  s u s p e n s i o n ,  would  be l e s s  t han  one p e r c e n t  of 
the  to t a l  v a l u e  of m a n u f a c t u r e s  in th i s  c o u n t r y  or  to l e s s  t han  one p e r c e n t .  

S o ,  t hen ,  the  i n j u r y  tha t  would  r e s u l t  to  s u c h  i n d u s t r i e s  a s  f u r  f e l t  
h a t s  and g l a s s  w o u l d ,  in t e r m s  of the  t o t a l ,  be  i n f i n i t e s i m a l .  It w a s  
e s t i m a t e d  in the  B e l l  C o m m i t t e e  R e p o r t  t h a t  no t  o v e r  60 ,000  to 75 ,000  
w o r k e r s  would  be  a f f e c t e d .  Tha t  i s  f a r  l e s s  t han  a r e  a f f e c t e d  by  r e g u l a r  
t e c h n o l o g i c a l  c h a n g e s .  

If we wi sh ,  the  i n j u r y  could  be  s p r e a d  a m o n g  the  peop le  of th i s  
c o u n t r y  g e n e r a l l y .  Up to now our  p o l i c y  h a s  b e e n ,  and now i s ,  to 
" a v o i d "  i n j u r y  to  any  d o m e s t i c  p r o d u c e r .  If any  d o m e s t i c  p r o d u c e r  
f e e l s  tha t  he is  b e i n g  d a m a g e d  by  i n c r e a s e d  i m p o r t  c o m p e t i t i o n ,  he is  
a l l o w e d  to a p p e a r  b e f o r e  the  Uni ted  S t a t e s  T a r i f f  C o m m i s s i o n ,  and i f  
i t  a p p e a r s  tha t  the  d o m e s t i c  p r o d u c e r  is  b e i n g  i n j u r e d  o r  i s  about  to be 
i n j u r e d ,  t h e  C o m m i s s i o n  m a y  r e c o m m e n d  an i n c r e a s e d  du ty  o r  a quo ta .  
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Now a s  long as  we a r e  going t o t r y  to  avo id  i n j u r y  to  any  d o m e s t i c  
p r o d u c e r ,  we canno t  e x p e c t  to i n c r e a s e  i m p o r t s  to any  a p p r e c i a b l e  d e -  
g r e e .  E v e r  s i n c e  1934 we h a v e  b e e n  l o w e r i n g  t a r i f f s  on s o m e  i m p o r t s  
u n d e r  the  R e c i p r o c a l  T r a d e  A g r e e m e n t s  P r o g r a m .  But  t h i s  p r o g r a m  
h a s  b e e n  so  e m a s c u l a t e d ,  so r i d d l e d  wi th  a m e n d m e n t s ,  t h a t  i n s t e a d  of 
i t s b e i n g  a r e c i p r o c a l  t a r i f f - l o w e r i n g  d e v i c e ,  i t  h a s  b e c o m e ,  f o r  a l l  
p r a c t i c a l  p u r p o s e s ,  a d e v i c e  f o r  r a i s i n g  t a r i f f s .  The  on ly  p a r t  of the  
a c t  w h i c h  i s  now b e i n g  a c t i v e l y  u s e d  is  the  " e s c a p e  c l a u s e "  m e c h a n i s m ,  
u n d e r  w h i c h  r a t e s  a r e  b e i n g  r e s t o r e d  to  t h e i r  f o r m e r  l e v e l s .  

Now m u c h  of the  t a l k  abou t  the  r e n e w a l  of t r a d e  a g r e e m e n t s  l a s t  
y e a r  w a s  double  t a l k .  The  Uni t ed  S t a t e s  h a s  b e e n  m o v i n g  f o r  the  l a s t  
y e a r  t o w a r d  h i g h e r  p r o t e c t i o n  wh i l e  t a l k i n g  abou t  l o w e r i n g  t r a d e  b a r -  
r i e r s .  One th ing  tha t  i s  do ing  us  d a m a g e  t o d a y  t h r o u g h o u t  the  n a t i o n s  
of the  f r e e  w o r l d  is  o u r  s a y i n g  one th ing  wh i l e  do ing  a n o t h e r .  T a l k i n g  
abou t  f r e e r  t r a d e ,  and at  the  s a m e  t i m e  k e e p i n g  out i m p o r t s  d o e s  no t  
m a k e  f r i e n d s  f o r  us  o r  a id  in b u i l d i n g  a s t r o n g  f r e e  w o r l d .  

The  r e a l  q u e s t i o n  i s  no t  w h e t h e r  t h i s  i s  an  i n j u r y  to  J o e  B r o w n  o v e r  
h e r e  o r  J o h n  D o a k s  o v e r  t h e r e ,  bu t  w h e t h e r  in t e r m s  of the  p i c t u r e  as  
a who le  t h e s e  i m p o r t s  a r e  i n j u r i o u s .  T h a t  m e a n s  b u s i n e s s  a s  a w h o l e .  
O u r  t a r i f f  p o l i c y  shou ld  avo id  i n j u r y  to  the  e c o n o m y  as  a w h o l e .  T h a t  
m e a n s  s o m e b o d y  h a s  to  p a s s  j u d g m e n t ,  and  t h a t  can  on ly  be  the  A d m i n -  
i s t r a t i o n  and  the  C o n g r e s s ,  the  p e o p l e - - i n  o t h e r  w o r d s ,  t h e i r  r e p r e -  
s e n t a t i v e  s .  

Now is  i t  go ing  to  i n j u r e  t he  c o u n t r y  a s  a who le  to  d a m a g e  an  in- 
dustry in many places to the tune of a few thousand workers when it 
may set the free world in balance. Is not the cohesiveness of the free 
world more important than the profit situation in say, Danbury, Con- 
necticut? As a matter of fact, the people in Danbury, Connecticut, 
seem to have seen the handwriting on the wall. They have begun to get 
out of the hat industry and to diversify their industry. 

V e r y  o f t en  the  p r o b l e m  of d i v e r s i f i c a t i o n  in a c o m m u n i t y  c a n  be  
s o l v e d  by  s e t t i n g  up s u b s i d i a r i e s .  Why no t  s o m e  m e c h a n i s m  l ike  a 
c l e a r i n g  h o u s e ,  w h e r e  i n d u s t r i a l i s t s  can  be  i n f o r m e d  w h e n  l a b o r  d i s -  
p l a c e m e n t s  i s  l i k e l y  to  o c c u r  ? M a y b e  p l a n n i n g  i s  no t  s u c h  a f o o l i s h  
i d e a  a f t e r  a l l - - p l a n n i n g  f o r  y o u r  own s e l f  d e f e n s e ,  o r  h e l p i n g  o t h e r  
p e o p l e  to a s s i s t  t h e m s e l v e s .  We d o n ' t  w a n t  a p l a n n e d  e c o n o m y ,  in t he  
s e n s e  of a p l a n n e d  t o t a l i t a r i a n  s t a t e .  But ,  we shou ld  p lan  ~ar e n o u g h  
a h e a d  to k e e p  f r o m  ge t t i ng  s o a k e d  w h e n  i t  r a i n s .  
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W h e n  it r a i n s ,  y o u  c a r r y  a r a i n c o a t .  T h a t  i s  t he  k ind  of  p l a n n i n g  
we n e e d .  W h e n  p e o p l e  who  w o r k  in a c e r t a i n  l i ne  f i nd  t h e m s e l v e s  h a r d  
p r e s s e d ,  why  no t  r e t r a i n  t h e m ?  T h e  t o t a l  d i s p l a c e m e n t  r e s u l t i n g  f r o m  
t a r i f f  s u s p e n s i o n  wou ld  be  l e s s  t h a n  the  c o s t  of  f o r e i g n  a id .  

We h a v e  to  ge t  t h e  t h i n g  in b a l a n c e ,  ge t  t h e  p i c t u r e  i n t o  f o c u s  o r  
in  p e r s p e c t i v e .  We a r e  s t u m b l i n g  o v e r  a n t h i l l s  w h i l e  t r y i n g  to  a v o i d  
c l i m b i n g  a m o u n t a i n .  T h a t  i s  why  I f e e l  t h a t  t he  s o r t  of t h i n g  we a r e  
d o i n g  i s n ' t  a " g i v e  a w a y ,  p r o g r a m .  

F o r t u n a t e l y ,  t h e r e  a r e  h o p e f u l  s i g n s  on t h e  h o r i z o n .  T h e  A d m i n i s -  
t r a t i o n  h a s  an  e x c u s e  f o r  n o t  d o i n g  a n y t h i n g ,  and  t ha t  i s  t h a t  a n e w  
C o m m i s s i o n  h a s  b e e n  s e t  up  u n d e r  t h e  s p o n s o r s h i p  of  C o n g r e s s ,  t h e  
C o m m i s s i o n  on F o r e i g n  E c o n o m i c  P o l i c y ,  h e a d e d  by  t h e  C h a i r m a n  of  
t h e  b o a r d  of t he  I n l a n d  S t e e l  C o r p o r a t i o n  ( M r .  R a n d a l l )  w i t h  m e m b e r s  
of C o n g r e s s  of  b o t h  H o u s e s  on i t  t o g e t h e r  w i t h  s e v e r a l  p u b l i c  m e m b e r s .  
T h e y  w i l l  c o m e  up a t  t h e  e n d  of  F e b r u a r y  w i t h  a r e p o r t  and  r e c o m m e n d a -  
t i o n s  on a f o r e i g n  e c o n o m i c  p o l i c y  f o r  t h e  U n i t e d  S t a t e s .  

A l s o  a s t u d y  i s  b e i n g  c o n d u c t e d  by  t h e  S e n a t e  B a n k i n g  and  C u r r e n c y  
C o m m i t t e e  u n d e r  S e n a t o r  C a p e h a r t ' s  c h a i r m a n s h i p  w h i c h  i s  c o n c e r n e d  
p r i m a r i l y  w i t h  t he  E x p o r t - I m p o r t  B a n k  and  the  s t i m u l a t i o n  of  f o r e i g n  
i n v e s t m e n t .  Of c o u r s e ,  t he  m o r e  f o r e i g n  i n v e s t m e n t  i s  s t i m u l a t e d ,  t he  
e a s i e r  w i l l  t he  a d j u s t m e n t s  be  f o r  E u r o p e .  On t he  o t h e r  h a n d ,  do  n o t  
f o r g e t  t h a t  a s  l o n g  a s  the  r a t e s  of e a r n i n g  in t h i s  c o u n t r y  a r e  t he  h i g h e s t  
in  t he  w o r l d ,  i t  i s  d i f f i c u l t  to  s e e  w h y  m u c h  c a p i t a l  s h o u l d  l e a v e  t he  
U n i t e d  S t a t e s  f o r  i n v e s t m e n t  a b r o a d .  

T h i r d l y ,  t h e r e  i s  a n o t h e r  c o m m i t t e e  t h a t  h a s  b e e n  e s t a b l i s h e d ,  o r  
i s  a b o u t  to  be  e s t a b l i s h e d ,  u n d e r  t h e  c h a i r m a n s h i p  of M r .  C o l e m a n ,  
of t he  B u r r o u g h s  A d d i n g  M a c h i n e  C o m p a n y ,  to  e x p a n d  the  p r o g r a m  of  
e d u c a t i o n  of  t he  p e o p l e  t o w a r d  f r e e r  t r a d e .  T h a t  c o m m i t t e e  i s  a n  o u t -  
g r o w t h  of  t he  D e t r o i t  C h a m b e r  of C o m m e r c e  m a n i f e s t s  of l a s t  S p r i n g .  

T h e r e  i s  no  s u b s t i t u t e  f o r  t h i n k i n g ,  g e n t l e m e n .  T h e r e  i s  no  s u b -  
s t i t u t e  f o r  an a p p r e c i a t i o n  o f  t he  n a t u r e  of  t he  w v r l d  a b o u t  u s ,  and  
t h e s e  e c o n o m i c  p r o b l e m s ,  e v e n  t h o u g h  t h e y  s o u n d  f o r b i d d i n g ,  a r e  r e a l l y  
a t  t he  v e r y  b a s i s ,  i t  s e e m s  to  m e ,  of  t h e  s t r o n g  f r e e  w o r l d  i d e a  and  t h e  
a v o i d a n c e  of  m i l i t a r y  c o n f l i c t .  

QUESTION:  I w o n d e r  i f  y o u  w o u l d  d i s c u s s  t he  q u e s t i o n  of  t r a d e  
b e t w e e n  the  E a s t  and  the  W e s t  in  E u r o p e .  T h e r e  h a s  b e e n  qu i t e  a b i t  

18 



of  t a l k  tha t  we  wonYt l e t  W e s t e r n  E u r o p e  t r a d e  wi th  the  E a s t  and  we  
w o n ' t  l e t  i t  t r a d e  wi th  u s .  

DR.  P I Q U E T :  It i s  v e r y  i n t e r e s t i n g  tha t  up in C o n g r e s s  w h e r e  I 
a m  an a d v i s e r ,  a s  m u c h  a s  o t h e r  t h i n g s  we  ge t  q u e s t i o n s  on E a s t - W e s t  
t r a d e ,  and tha t  t h o s e  who a r e  m o s t  i n s i s t e n t  upon  p r e v e n t i n g  t r a d e  w i th  
the  E a s t  t end  to  c o n c e n t r a t e  a l m o s t  e x c l u s i v e l y  upon t r a d e  wi th  C h i n a .  
In f ac t ,  I have  s e v e r a l  t i m e s  had  the  e x p e r i e n c e  of  c a l l i n g  a t t e n t i o n  to  
the  E u r o p e a n  a s p e c t ,  wi th  s o m e  s u r p r i s e  on %heir p a r t .  

T h e r e  a r e  tw o  s i d e s  to  t h i s  th ing .  Of  c o u r s e ,  we  can  s e e  t ha t  i t  
i s  to  o u r  a d v a n t a g e  to  c u r t a i l  t r a d e  in e s s e n t i a l  w a r  m a t e r i a l s  w i th  the  
S o v i e t  Unior~. Tha t  i s  o b v i o u s .  We want  to  c u r t a i l  t ha t  t r a d e .  B u t  j u s t  
w h a t  c o n s t i t u t e s  m u n i t i o n s  o r  e s s e n t i a l  w a r  m a t e r i a l s  i s  not  e a s y  to  
d e c i d e .  T h e r e  is  no q u e s t i o n  a b o u t  m o t i v e s .  We  d o n ' t  w a n t  to  s t r e n g t h e n  
t he  S o v i e t  b l o c .  Bu t ,  b y  the  s a m e  t o k e n ,  w e  m u s t  not  f o r g e t  t h a t  the  
t r a d e  b e t w e e n  E a s t e r n  and W e s t e r n  E u r o p e  h a s  b e e n  h i s t o r i c a l l y  of  g r e a t  
i m p o r t a n c e .  W e s t e r n  E u r o p e  h a s  in the  p a s t ,  a s  y o u  know,  r e c e i v e d  
a l a r g e  p r o p o r t i o n  of  i t s  s u p p l i e s  of t i m b e r ,  c o a l ,  and g r a i n  f r o m  e a s t -  
e r n  E u r o p e .  

Now th i s  t r a d e  wou ld  h a v e  b e e n  c u r t a i l e d  e v e n  if  t h e r e  w e r e  not  
the  p r e s e n t  u n p l e a s a n t n e s s  b e t w e e n  o u r s e l v e s  and R u s s i a ,  a t  l e a s t  to  
a c e r t a i n  ex t en t ,  b e c a u s e  of the  f a c t  t ha t  R u s s i a  ha s  b e e n  g r o w i n g  s o  
r a p i d l y  i n d u s t r i a l l y  t h a t  i t  h a s  i t s e l f  b e e n  d e m a n d i n g  m o r e  and m o r e  of 
t h e s e  r a w  m a t e r i a l s .  It  h a s  b e e n  e s t i m a t e d  tha t  p e r h a p s  o n e - h a l f  of 
the  c u r t a i l m e n t  of E a s t - W e s t  t r a d e  h a s  b e e n  due  to  t h i s ;  the  o t h e r  ha l f  
to  the  p r e s s u r e  b e i n g  e x e r t e d  b y  u s ,  and b y  the  p r e s s u r e  on the  p a r t  of  
w e s t e r n  E u r o p e a n  c o u n t r i e s  t h e m s e l v e s .  

If w e s t e r n  E u r o p e  d o e s n ' t  t r a d e  wi th  e a s t e r n  E u r o p e  and d o e s  n o t  
ge t  t i m b e r ,  c o a l ,  and g r a i n  ( p a r t i c u l a r l y  g ra in )  f r o m  the  E a s t ,  w h e r e  
w i l l  i t  ge t  t h e m  ? The  on ly  r e m a i n i n g  s o u r c e  i s  f r o m  the  d o l l a r  a r e a s  
of  South  A m e r i c a  and  C a n a d a .  

We can  a f f o r d  to  c u r t a i l  t r a d e  wi th  the  E a s t .  Bu t  to  Eng l and  and  
to  w e s t e r n  E u r o p e  g e n e r a l l y ,  s u c h  c u r t a i l m e n t  m e a n s  the  d i f f e r e n c e  
b e t w e e n  a v a i l a b i l i t y  ~nd u n a v a i l a b i l i t y ,  of r a w  m a t e r i a l s .  We a r e  t h u s  
in a d i l e m m a .  We wan t  to  c u r t a i l  t ha t  t r a d e  and a t  the  s a m e  t i m e  we  
d o n ' t  wan t  to  c u r t a i l  i t .  At  the  s a m e  t i m e ,  we  d o n ' t  wan t  to  f o r c e  the  
c o u n t r i e s  of  w e s t e r n  E u r o p e ,  p a r t i c u l a r l y  E n g l a n d ,  in to  the  h a n d s  of 
R u s s i a .  So i t  s e e m s  the  b e t t e r  p a r t  of  w i s d o m  to  t a k e  t h i s  t r a d e  q u e s t i o n  
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h e a d  on and to  f o r c e  t h e m  to c u r t a i l  t r a d e  wi th  e a s t e r n  E u r o p e ,  but  
s o m e h o w  Or o t h e r ,  to  s e e  if we c a n ' t ,  when  we i n d u c e  t h e m  to c u r t a i l ,  
m a k e  a v a i l a b l e  to t h e m  m a r k e t s  w h e r e  t h e y  can  buy  the  th ings  t h e y  
h i t h e r t o  have  ob t a ined  f r o m  e a s t e r n  E u r o p e .  

As f a r  as  J a p a n  i s  c o n c e r n e d ,  it  h a s  to  have  o u t l e t s  if  i t  i s  going  
to buy  r a w  m a t e r i a l s .  J a p a n  i s  a d e f i c i t  a r e a  wi th  r e g a r d  to  r a w  m a -  
t e r i a l s .  I ts  n a t u r a l  m a r k e t  g e o g r a p h i c a l l y  i s  Ch ina  and S o u t h e a s t  A s i a .  
If J a p a n  i s n ' t  a l l o w e d  to  t r a d e  wi th  t h o s e  a r e a s ,  i t  ha s  to  t u r n  to  the  

W e s t .  

T r a d e ,  o f ten  a l l ,  i s  a t w o - w a y  p r o p o s i t i o n .  If we c u r t a i l  i m p o r t s ,  
we a l s o  h a v e  to  c u r t a i l  e x p o r t s .  

QUESTION: D r .  P i q u e t ,  I a g r e e  100 p e r c e n t  wi th  the  p h i l o s o p h y  
w h i c h  you  have  e x p r e s s e d  h e r e ,  but  I wan t  to  a sk  you  a q u e s t i o n  to 
ge t  the  p r o b l e m  in to  f o c u s .  I have  b e e n  s t a t i o n e d  in E u r o p e  f o r  the  l a s t  
two and a ha l f  y e a r s ,  and d u r i n g  tha t  t i m e  the  s logan  h a s  c r o p p e d  up 
" T r a d e  not  Aid,  " and t h e y  a l l  t h ink ,  and I got  the  i m p r e s s i o n ,  t ha t  if  
A m e r i c a  l o w e r e d  i t s  t a r i f f s ,  i t  would  so lve  a m a j o r  p a r t  of t h i s  p r o b l e m  
and y e t ,  j u s t  by  l iv ing  t h e r e  and r e a d i n g  the  n e w s p a p e r s  and t a l k ing  to  
peop le ,  you  ge t  the  i m p r e s s i o n  tha t  t h e i r  own r e s t r i c t i o n s  a r e  m u c h  
h i g h e r  t han  o u r s .  When  t r a v e l i n g  a m o n g  c o u n t r i e s ,  you  f ind  tha t  a b o t -  
t l e  of wine  in B e l g i u m  c o s t s  t h r e e  t i m e s  wha t  a bo t t l e  of w ine  c o s t s  in 
P a r i s .  Would you  j u s t  t e l l  us ,  a s  t h e y  s t and  now, how do a l l  of o u r  
t a r i f f s  a c r o s s  the  b o a r d  c o m p a r e  w i t h  t he  a v e r a g e  of a l l  the  t a r i f f s  in 
the  c o u n t r i e s  in w e s t e r n  E u r o p e  in wh ich  we a r e  p r i m a r i l y  i n t e r e s t e d ?  

DR.  P IQUET:  T h e r e  a r e  two q u e s t i o n s  in one t h e r e .  P a r t  one ,  
How do you  m e a s u r e  t a r i f f  r e s t r i c t i o n s ,  the  m a t h e m a t i c a l  m e a s u r e m e n t  
of the  t a r i f f ?  Tha t  i s  a v e r y  d i f f i cu l t  th ing  to  do.  An o u t s t a n d i n g  t a r i f f  
l o b b y i s t  r e c e n t l y  h a s  b e e n  p r e a c h i n g  on t h e  t a r i f f  o v e r  t he  r a d i o ,  and 
he h a s  sa id  tha t  the A m e r i c a n  t a r i f f  ha s  b e e n  l o w e r e d  to an a v e r a g e  of 
12.5  p e r c e n t .  M a t h e m a t i c a l l y  t h i s  i s  t r u e  if  you  t ake  a l l  the  t a r i f f s  

c o l l e c t e d  and d iv ide  t h e m  by  the  v a l u e  of the  du t i ab l e  i m p o r t s .  But  look  
w h a t  w o u l d  h a p p e n  if  we should  r a i s e  d u t i e s  s t i l l  m o r e .  T r a d e  would  
ge t  s m a l l e r  and s m a l l e r .  We f i na l l y  would  have  no t r a d e  in d u t i a b l e  
goods  at  a l l  and the  a v e r a g e  ad v a l o r e m  e q u i v a l e n t  would  a p p r o a c h  z e r o  
a s  a l i m i t t  A v e r a g e  ad v a l o r e m  e q u i v a l e n t s  m e a n  no th ing  and a r e  of ten  
m o r e  d e c e p t i v e  than  i n f o r m a t i v e .  

The  r e s t r i c t i v e n e s s  of a du ty  d e p e n d s  upon how m u c h  it  p r e v e n t s  
i m p o r t s  f r o m  e n t e r i n g  the  c o u n t r y .  Of ten  an a r i t h m e t i c a l l y  low du ty  
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can  k e e p  out  i m p o r t s  w h e r e  the  i n d u s t r i e s ,  in t h i s  c o u n t r y  and a b r o a d ,  
a r e  p u r e l y  c o m p e t i t i v e .  In s o m e  i n d u s t r i e s :  h e r e  and  a b r o a d ,  c o m p e -  
t i t ion  i s  v e r y  s e n s i t i v e .  So i f  you  l o w e r  t h a t  du ty  o r  r e m o v e  i t ,  i t  
m e a n s  tha t  lo t s  of peop le  who w e r e  not  ab le  to  ge t  to the  m a r k e t  can  
now ge t  in .  On the  o t h e r  hand ,  in an  i n d u s t r y  l ike  p e t r o l e u m ,  w h e r e  
t h e r e  i s  t ight  c o n t r o l  by  a f ew  l a r g e  c o m p a n i e s ,  t a r i f f  d u t i e s  d o n ' t  m a k e  
m u c h  d i f f e r e n c e  b e c a u s e  t h e i r  o p e r a t i o n s  a r e  i n t e r n a t i o n a l .  T h e y  a r e  
no t  o p e r a t i n g  u n d e r  c o n d i t i o n s  w h e r e  m a r g i n a l  un i t  c o s t s  of p r o d u c t i o n  
e q u a l  s e l l i n g  p r i c e .  

What  I would  l ike  to  do i s  to  h a v e  a c r e w  of p e o p l e - - e c o n o m i s t s ,  
t e c h n i c i a n s ,  a f ew t e a m s - - i n  E u r o p e  m a k i n g  s o m e  s t u d i e s  j u s t  l ike  I 
m a d e  f o r  t he  Uni ted  S t a t e s ,  by  t a l k i n g  to  t h o s e  p e o p l e  o v e r  t h e r e ,  ge t t i n g  
the  b e s t  j u d g m e n t  of p e o p l e  i n  t r a d e ,  as  to  wha t  would  h a p p e n  i f  d u t i e s  
w e r e  to be s u s p e n d e d .  M a t h e m a t i c a l  m e a s u r e m e n t  can  be  a s n a r e  and 
a d e l u s i o n .  The  only  th ing  y o u  can  do i s  d ig  in and  t a l k  wi th  p e o p l e  in 
the  t r a d e  and a s k  t h e m  w h a t  would  h a p p e n .  The  d i f f i c u l t y  would  be  one ,  
a s  I h a v e  s a i d  b e f o r e ,  t h a t  we d o n ' t  know the  e l a s t i c i t y  of f o r e i g n  s u p -  
p l i e s .  

The  o t h e r  q u e s t i o n  you  a s k e d ,  r e l a t i v e  to t he  h e i g h t  of  the  d u t i e s ,  
I c a n ' t  a n s w e r  u n l e s s  I know the  a n s w e r  to  the  f i r s t  q u e s t i o n .  You c a n ' t  
m e a s u r e  i t .  Al l  t h e s e  c o u n t r i e s  do  h a v e  r e s t r i c t i v e  d e v i c e s ,  no t  on ly  
a g a i n s t  ou r  goods ,  bu t  a g a i n s t  goods  f r o m  o t h e r  E u r o p e a n  c o u n t r i e s .  
T h e y  t a k e  the  f o r m  not  so m u c h  of t a r i f f s  a s  of i m p o r t  quo ta s  and l i c e n s e s .  
A c t u a l l y ,  t h e y  a r e  r e s t r i c t i v e  d e v i c e s ,  b i l a t e r a l  b a l a n c e s  of one k ind o r  
a n o t h e r .  

As  I s a id  b e f o r e ,  a s  f a r  a s  we a r e  c o n c e r n e d  in the  d o l l a r  a r e a ,  
t h o s e  goods  a r e  kep t  out p r i m a r i l y  to  c o n s e r v e  f o r e i g n  d o l l a r  e x c h a n g e .  
T h e y  d o n ' t  have  enough  d o l l a r s  and,  t h e r e f o r e ,  t h e y  h a v e  to  k e e p  out  
A m e r i c a n  goods .  T h e y  k e e p  out e a c h  o t h e r ' s  goods  f o r  the  s a m e  r e a s o n - -  
w h e n  t h e y  have  to  c o n s e r v e  t h e i r  e x c h a n g e .  T h e y  c a n  r e a d i l y  i m p o r t  
t h i n g s  t h e y  wan t .  T h e r e  a r e  p r a c t i c a l l y  no r e s t r i c t i o n s  in E u r o p e  t o d a y  
on r a w  m a t e r i a l s ,  so  f a r  a s  I know,  e x c e p t  in the  c o u n t r i e s  t ha t  p r o d u c e  
t h e m .  

So i t  i s  a v i c i o u s  c i r c l e .  T h e y  c a n ' t  ge t  the  goods  t h e y  m u s t  h a v e  
so t h e y  i m p o s e  h i g h e r  r e s t r i c t i o n s .  O t h e r  c o u n t r i e s  do the  s a m e  th ing .  
T h e n  t h e y  c a n ' t  ge t  the  r a w  m a t e r i a l s ,  and so on.  

I have  j u s t  c o m e  f r o m  a m e e t i n g  a t t e n d e d  by  s o m e  b r i l l i a n t  e c o n -  
o m i s t s ,  s o m e  of t h e m  f r o m  a c r o s s  the  s e a ,  i n c l u d i n g  M r .  Whi te  
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S e c r e t a r y  of the  G A T T  o r g a n i z a t i o n  and M r .  M a r j o l i n ,  of the  O E E C  
in P a r i s .  I t r i e d  out  on t h e m  the i d e a  of s o r t  of m e l t i n g  the  A m e r i c a n  
m a r k e t  a l i t t l e  b i t  at  t he  e d g e s  by  a l l owing  10 p e r c e n t  of the  Uni ted  
S t a t e s  c o n s u m p t i o n  to c o m e  in f r o m  t h o s e  c o u n t r i e s ,  tha t  is  s e l e c t e d  
goods .  I w a t c h e d  f o r  t h e i r  r e a c t i o n .  T h e i r  r e a c t i o n  w a s ,  p a r t i c u l a r l y  
on the  p a r t  of the  c o n t i n e n t a l s ,  t ha t  if  the  Uni ted  S t a t e s  w e r e  to do tha t ,  
and  gave  a s s u r a n c e s  tha t  i t  would  r e s p o n d  to a c t i o n  on t h e i r  p a r t ,  t h e y  
though t  it  m i g h t  go a long w a y  t o w a r d  i n d u c i n g  E u r o p e a n s  to l o w e r  b a r -  
r i e r s  a m o n g  t h e m s e l v e s .  Aga in ,  we c o m e  to the  c o n c e p t  tha t  I w a s  
t a lk ing  about  b e f o r e - - t h e  Uni ted  S t a t e s  be ing  big  and t h e y  b e i n g  so  s m a l l .  

T r a d e  r e s t r i c t i o n s  t e n d  to  be  c o n t a g i o u s .  If we w e r e  to show l e a d e r -  
sh ip  and a s s u r e  o t h e r  c o u n t r i e s  tha t  if  t h e y  w e r e  to m a k e  a c r o s s - t h e -  
b o a r d  r e d u c t i o n s  and if t h e y  w e r e  to m o d i f y  t h e i r  quo t a s ,  we would  a l low 
i m p o r t s  in to  the  Uni ted  S t a t e s  to i n c r e a s e ,  no one knows  wha t  would  
happen .  My own f e e l i n g ,  a f t e r  t a l k i n g  to t h e s e  E u r o p e a n s ,  is  tha t  if  
the  Uni ted  S t a t e s  w e r e  to do s o m e t h i n g  l ike  t h i s ,  t h e y  would  r e s p o n d  
n i c e l y .  

QUESTION: D r .  P i q u e t ,  I th ink  you  m e n t i o n e d  tha t  the  c o s t  of 
a d j u s t m e n t s  to t h e s e  i n d u s t r i e s  tha t  would  s u f f e r  b e c a u s e  of m o v i n g  
c l o s e r  t o w a r d  f r e e  t r a d e  would  be  s o m e w h a t  l e s s  than  c o s t  of f o r e i g n  
aid ? 

DR. P I Q U ET:  The  t o t a l  a n n u a l  output  of the  whole  i n d u s t r y  would  
be  l e s s  than  f o r e i g n  a id .  

QUESTION: I though t  y o u r  c o m m e n t  w a s  tha t  the  c o s t  to the  G o v e r n -  
m e n t  to a s s i s t  peop le  s u f f e r i n g  would  be  s o m e t h i n g  l e s s  t h a n  the  c o s t  of 
f o r e i g n  a id .  

DR. PIQUET: It would, by far. 

QUESTION: Are you thinking in terms of 6 billion dollars or in 

terms of grants ? 

DR. PIQUET: I would like to play with a billion. You see it is so 
easy for the watch people, the cheese people, or any other people who 
think they are going to be damaged by imports to give the impression 
that if you allow imports to come in, the whole industry is going to go 
under. That is not the way industry is organized. 1 have some experi- 
ence with costs of production at the Tariff Commission. The outstanding 
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f a c t ,  when  y o u  s t u d y  c o s t s  in i n d u s t r y ,  i s  the  wide  v a r i a t i o n  in c o s t .  
M u c h  d e p e n d s  upon  how the  a c c o u n t a n t s  o p e r a t e .  C o m p a n i e s  change  
p o s i t i o n .  T h e r e  i s  no s u c h  th ing  a s  a f ixed  c o s t  of  p r o d u c t i o n .  Wi th in  
i n d u s t r i e s  we  have  a p e r c e n t a g e  r a n g e  b e t w e e n  the  h i g h - c o s t  p r o d u c e r  
and the l o w - c o s t  p r o d u c e r ,  so  tha t  if  a n y b o d y  i s  i n j u r e d ,  it i s  t h o s e  at  
the  h i g h - c o s t  end .  In m o s t  c a s e s  I t h ink  it  wou ld  b e  a r e l a t i v e l y  s m a l l  
p r o p o r t i o n  of  the  t o t a l  i n d u s t r y .  

T h a t  w o u l d n ' t  b e  t r u e  of  s o m e  i n d u s t r i e s ,  t h o s e  s k e l e t o n s  in the  
t a r i f f  c l o s e t  t ha t  a r e  p e r p e t u a t e d  by  high t a r i f f s .  

QUESTION: Doctor, I am interested in economics as an instrument 
of power. It would seem that most of the nations of the world relate 
the tremendous power of the United States to its industrial economy. If 
we adopted even a temporary suspension program in world trade, would 

we have any assurance that these periphery economies wouldn't concen- 
trate rather on building industry, an industry to give them a strategic 
strength, an industry which would in itself attract capital from the United 
States to foreign investments and having a net effect of weakening our 
own economy industrially ? 

DR.  P I Q U E T :  T h a t  g o e s  b a c k  to  the  f u n d a m e n t a l  p r e m i s e ,  d o e s  i t  
no t ,  t ha t  a s t r o n g  f r e e  w o r l d  e c o n o m i c a l l y  i s  d e s i r a b l e .  You  can  q u e s -  
t ion  t ha t  p r e m i s e ;  i t  i s  q u e s t i o n a b l e ,  I ' l l  a d m i t .  You  have  a l e g i t i m a t e  
po in t .  If i t  w e r e n ' t  f o r  t h i s  s p l i t  b e t w e e n  the  f r e e  w o r l d  and the Sov ie t  
w o r l d ,  I th ink  t h e r e  wou ld  be  l o t s  of  f o r c e  in w h a t  you  a r e  s a y i n g  r e -  
g a r d i n g  c e r t a i n  i n d u s t r i e s .  B u t  i s n ' t  i t  the  l e s s e r  of two e v i l s  ? 

It i s  t r u e  tha t  the  d e v e l o p m e n t  of  the  " p o i n t  4" i d e a  f o r  d e v e l o p i n g  
f o r e i g n  c o u n t r i e s ,  p a r t i c u l a r l y  i n d u s t r i a l l y ,  m i g h t  r e s u l t  in i n c r e a s i n g  
c o m p e t i t i o n  h e r e .  Of c o u r s e ,  the  t r a d i t i o n a l  a n s w e r  of the  e c o n o m i s t s  
i s  t ha t  the  r e s u l t  wou ld  be  g r e a t e r  p r o d u c t i o n  a l l  a r o u n d  and h i g h e r  
l i v ing  s t a n d a r d s  in t h o s e  c o u n t r i e s ,  w h i c h  w o u l d  m e a n  i n c r e a s e d  m a r -  
k e t s ,  w i th  p l e n t y  f o r  e v e r y b o d y .  Tha t  i s  t he  n o r m a l  a n s w e r ,  I w i l l  a d m i t ,  
b u t  in c e r t a i n  l i n e s ,  i t  m i g h t  c a u s e  s o m e  t r o u b l e .  If we  e m p h a s i z e  the  
s e c u r i t y  a s p e c t s  s i m p l e  c o m m o n  s e n s e  w o u l d  i n d i c a t e  tha t  we m u s t  not  
a l l o w  c e r t a i n  s t r a t e g i c  i n d u s t r i e s  to  b e  t a k e n  a w a y  f r o m  o u r  o r b i t  of  c o n -  
t r o l .  I a m  th ink ing  of s u c h  th ings  a s  s y n t h e t i c  r u b b e r .  We s h o u l d  m a k e  
s u r e  we  have  a d e q u a t e  c a p a c i t y  of s y n t h e t i c  r u b b e r  a t  a l l  t i m e s .  Tha t  
is just common sense. 

As to industry as a whole, I can't conceive really that in the long 

run or basically we would be any worse off if we had steel industries 
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d e v e l o p i n g  in South A m e r i c a n  c o u n t r i e s ,  b e c a u s e  the  p r e s e u m p t i o n  is  
tha t  if  t h e y  w e r e  to d e v e l o p  t h e i r  i n d u s t r i e s  and  t h e i r  s t a n d a r d  of l iving, 
t h e i r  o v e r a l l  c o n s u m p t i o n  would  i n c r e a s e .  

The  m a j o r  p r o b l e m  is  a s t r o n g  f r e e  w o r l d  w o r k i n g  t o g e t h e r ,  and 
the  pa in s  of a d j u s t m e n t  would  s e e m  to be  m u c h  l e s s  of a h a z a r d  than  
t o  t ake  the  c h a n c e  of the  ~ree  w o r l d  f ly ing  a p a r t .  

QUESTION: D o c t o r ,  ~ r e g a r d i n g  y o u r  p r e m i s e  of a: s t r o n g  f r e e  w o r l d  
and p a r t i c u l a r l y  a s t r o n g  W e s t e r n  E u r o p e ,  I w o n d e r  if  you  would  c a r e  
t o  c o m m e n t  on our  p o l i t i c a l  a t t i t ude  t o w a r d  E u r o p e a n  c o l o n i e s .  I a m  
p a r t i c u l a r l y  th ink ing  of Ho l l and  wi th  the  NEI  w h i c h  we i n d o r s e d  the  g iv ing  
of t h e i r  i n d e p e n d e n c e ,  v e r s u s  B e l g i u m  who h a s  c o l o n i e s  in the  Congo.  
T h e y  have  not  g iven  up tha t  p a r t i c u l a r  hot  spot  .which has  r e s u l t e d  in a 
w e a k  Du tch  e c o n o m y  and a v e r y  h e a l t h y  B e l g i a n  e c o n o m y .  

DR. P IQUET:  Would you  add F r a n c e  and I n d o - C h i n a  to tha t  in o r d e r  
to  m a k e  it  a l i t t l e  m o r e  p l e a s a n t  ? You put  y o u r  f i n g e r  on the  6 4 - d o l l a r  
q u e s t i o n .  T h e r e  is  no doubt  about  it  and ,  a s  s o m e  of the  c o l o n i s t s  s a id  
in the  d r o p p i n g  of NEI,  we a r e  p l a y i n g  f o o t s i e s  u n d e r  the  t a b l e  wi th  the  
D u t c h  wi th  tha t  i n d e p e n d e n c e ,  t r y i n g  to  h a v e  ou r  cake  and ea t  i t  too .  I 
d o n ' t  know the a n s w e r  to i t .  Which  i s  w o r s e ,  to  a n t a g o n i z e  the  E u r o p e a n s  
o r  t h e i r  c o l o n i a l s  ? My own i n s t i n c t i v e  f e e l i n g  i s  we h a v e  m o r e  to ga in  
by  l iv ing  up to  the  s p i r i t  of the  D e c l a r a t i o n  of I n d e p e n d e n c e  than  by  p l ay ing  

the  p o l i t i c s  of E u r o p e .  

E v e n  though  we m a y  not  have  a h igh  r e g a r d  fo r  H e n r y  W a l l a c e ' s  
p o l i t i c a l  j u d g m e n t  when  he  sa id ,  " T h e  c o m m o n  m a n  i s  on the  m a r c h ,  " 
he put h i s  f i n g e r  on s o m e t h i n g  v e r y  i m p o r t a n t .  I s o m e t i m e s  w o n d e r  
w h e t h e r  we h a v e n ' t  f o r g o t t e n  what  the  D e c l a r a t i o n  of I n d e p e n d e n c e  m e a n s .  
T h e r e  i s  no s u b s t i t u t e  f o r  h u m a n  d i g n i t y  and  the  d ign i ty  of the  c o m m o n  
m a n  in t h e s e  b a c k w a r d  a r e a s  i s  m o r e  i m p o r t a n t  t han  the  p e r p e t u a t i o n  
of c o l o n i e s .  C e r t a i n l y  the  Un i t ed  S t a t e s  m u s t  m a k e  up i t s  m i n d  b e c a u s e  
if  we t r y  to do both ,  we do n e i t h e r ,  and t h a t  i s  when  we f a i l .  

QUESTION: D o c t o r ,  you  i n d i c a t e d  e a r l y  in y o u r  r e m a r k s  tha t  a 
p r i v a t e  c o m m i t t e e  was  b e i n g  f o r m e d  f o r  r e - e d u c a t i n g  the  A m e r i c a n  
peop l e .  I w o n d e r  if  you  m i g h t  c a r e  to c o m m e n t  a l i t t l e  f u r t h e r  upon the  
p o s s i b i l i t y  of a c c o m p l i s h i n g  a n y t h i n g  a long  t h o s e  l i n e s  ? I would  a s s u m e ,  
going b a c k  to y o u r  e x a m p l e  of the  D a n b u r y ,  C o n n e c t i c u t ,  ha t  m a n u f a c -  
t u r e r s ;  t ha t  any  r e c o m m e n d a t i o n s  to p e r m i t  I t a ly  t o  e x p o r t  h igh  q u a n t i -  
t i e s  of h a t s  to  the  Un i t ed  S t a t e s  would  i m m e d i a t e l y  p r o d u c e  a r e a c t i o n  
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f r o m  the  C o n g r e s s m a n  f r o m  C o n n e c t i c u t  w h o  w o u l d  l i ne  up  s o m e  p e o p l e  
t h a t  m i g h t  b e  a f f e c t e d  in  o t h e r  a r e a s  and  w o u l d  p r e c i p i t a t e  t h e  u s u a l  
l i n e u p  of  p r o t e s t s  a g a i n s t  f r e e  t r a d e r s .  

D R .  P I Q U E T :  If  I w e r e  in  c h a r g e  of  t he  r e s e a r c h  f o r  t h i s  c o m -  
m i t t e e ,  I w o u l d  a v o i d  D a n b u r y ,  C o n n e c t i c u t ,  and  t he  h a n d  g l a s s  b l o w e r s  
of  W e s t  V i r g i n i a ,  a s  w e l l  a s  o t h e r  h i g h l y  s e n s i t i v e  a r e a s .  I w o u l d  c o n -  
c e n t r a t e  u p o n  o t h e r  a r e a s .  I a m  t h i n k i n g  in  t e r m s  of  e d u c a t i o n .  T h e  
c o m m i t t e e  i s  no t  s e t  u p  f o r  t h e  p u r p o s e  of  s t i m u l a t i n g  d e b a t e  p e r  s e ,  
b u t  f o r  s t i m u l a t i n g  d e b a t e  to  a r r i v e  a t  a c o n c l u s i o n .  

M y  a s s i s t a n t  and  I m a d e  a s t u d y  of  t he  E i g h t h  F o r e i g n  T r a d e  a n d  
C o n g r e s s i o n a l  D i s t r i c t  of  I n d i a n a  f o r  t h e  C o n g r e s s m a n  f r o m  t h a t  d i s -  
t r i c t .  We  f o u n d  t h a t ,  a l t h o u g h  t h e r e  w e r e  s o m e  i n d u s t r i e s  in t h e  d i s -  
t r i c t  t h a t  m i g h t  b e  i n j u r e d  b y  i m p o r t s - - l a r g e l y  m a n u f a c t u r i n g  a n d  
f a r m i n g - - i n  t he  r e f r i g e r a t i o n  i n d u s t r i e s  and  t h e  o t h e r s  t h a t  a r e  d e p e n d -  
e n t  u p o n  e x p o r t s ,  t h e  n u m b e r  of  p e o p l e  e n g a g e d  in  t h a t  p o r t i o n  of  t h e  
i n d u s t r y  w h i c h  e x p o r t s  w a s  c o n s i d e r a b l y  in  e x c e s s  of  t h e  p e o p l e  e m p l o y e d  
in  t he  p e t r o l e u m  i n d u s t r y ,  t h e  c o a l  m i n e r s ,  and  t h e  f u r n i t u r e  and  p l y w o o d  
p e o p l e .  In o t h e r  w o r d s ,  t he  b a l a n c e  w a s  p r e d o m i n a n t l y  on t h e  e x p o r t  
s i d e .  

T h a t  i s  j u s t  one  C o n g r e s s m a n ' s  d i s t r i c t ,  b u t  t h e r e  a r e  m a n y  s u c h  
a r e a s  in  t h e  U n i t e d  S t a t e s .  I h a v e  a f e e l i n g  t h a t  i f  y o u  m a d e  s u c h  s t u d i e s  
f o r  s t r a t e g i c  l o c a t i o n s ,  y o u  w o u l d  f i nd  t h a t  t he  n u m b e r  of  p e o p l e  w h o  
h a v e  m o r e  to  l o s e  b y  c u r t a i l i n g  e x p o r t s  in  a c o u n t r y  l i k e  o u r s  i s  f a r  
g r e a t e r  t h a n  t he  n u m b e r  of  p e o p l e  w h o  a r e  a f f e c t e d  b y  i n c r e a s e s  in i m -  
p o r t s .  

Q U E S T I O N :  S o m e  w r i t e r s  h a v e  a s s e r t e d  t h a t  t h e  r e d  t a p e  of o u r  
C u s t o m s  s y s t e m  i s  m o r e  i m p o r t a n t  in  m a n y  l i n e s  t h a n  t h e  a c t u a l  d u t i e s  
t h a t  w e  i m p o s e .  I w o n d e r  i f  y o u  w o u l d  d i s c u s s  t h e  t r u t h  of  t h a t  s t a t e -  
m e n t  ? 

D R .  P I Q U E T :  I d o n ' t  k n o w  w h i c h  i s  w o r s e - - h a n g i n g  b y  t h e  h e e l s  
o r  s t i c k i n g  w i t h  a p in .  T h e y  a r e  b o t h  p r e t t y  b a d .  T h e r e  i s  no d o u b t  
t h a t  C u s t o m s  f o r m a l i t i e s  a r e  a s e r i o u s  i m p e d i m e n t  in  c e r t a i n  l i n e s  
w h e r e  s o m e  t r y  to  i n v a d e  t h e  m a r k e t  w i t h  s o m e t h i n g  t h e y  h a v e n ' t  s e n t  
o v e r  h e r e  b e f o r e .  I d o n ' t  t h i n k  i t  i s  c o r r e c t  t o  s a y  t h a t  e i t h e r  i s  t he  
m o r e  t r o u b l e s o m e .  T h e y  a r e  b o t h  t r o u b l e s o m e .  T h e r e  a r e  l o t s  o f  
c o m p l e x i t i e  s .  
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T h e r e  is  a l i t t l e  b o o k - - r a t h e r  old but  s t i l l  i n f o r m a t i v e - - b y  Ben  
L o v e t t ,  e n t i t l e d  " T h r o u g h  the  C u s t o m s  M a z e .  " It i s  i n t e r e s t L u g  b e -  
c a u s e  it  g ive s  s o m e  h u m a n  i n t e r e s t  type  of o b s t a c l e s  tha t  have  b e e n  
p l a c e d  on i m p o r t s .  A m a n  t r i e s  to i m p o r t  a r u g  wi th  s o m e  e m b r o i d e r y  
on i t .  The  e m b r o i d e r y  r a t e  was  i m p o s e d  on the  whole  r u g .  He t r i e s  
to  give the  r u g  to the  G o v e r n m e n t ,  but  he c a n ' t  do tha t .  He has  to pay  
i n d e m n i t y  o r  go to  j a i l .  

M e a n w h i l e ,  a l i t t l e  m o r e  on the  f a c t u a l  s i de .  C o n s i d e r  fo r  a m o -  
m e n t  the  B e l l  C o m m i t t e e  r e p o r t ,  t u r n e d  in by  the  Be l l  C o m m i t t e e  l a s t  
F e b r u a r y .  The  c o m m i t t e e  c o n s i s t s  of the  fo l lowing  m e m b e r s :  D a n i e l  
W. Be l l ,  A c t i n g  C h a i r m a n ,  who i s  P r e s i d e n t  of the  A m e r i c a n  S e c u r i t y  
and T r u s t  C o m p a n y ;  S a r a h  G i b s o n  B l a n d i n g ,  P r e s i d e n t  of V a s s a r  C o l l e g e ;  
J a m e s  B .  C a r e y ,  of the  CIO; J o n a t h a n  W. D a n i e l s ,  E d i t o r ,  R a l e i g h ,  
N. C . ,  N e w s  and O b s e r v e r ;  R o b e r t  H. H i n c k l e y ,  V i c e  P r e s i d e n t ,  A m e r -  
i can  B r o a d c a s t i n g  C o m p a n y ;  E r i c  J o h n s t o n ,  P r e s i d e n t ,  Mot ion  P i c t u r e  
A s s o c i a t i o n  of A m e r i c a ;  A l l an  B.  Kl ine ,  P r e s i d e n t ,  A m e r i c a n  F a r m  
B u r e a u  F e d e r a t i o n ;  O r i n  L e h m a n ;  A. E.  Lyon ,  E x e c u t i v e  S e c r e t a r y ,  
R a i l w a y  L a b o r  E x e c u t i v e s  A s s o c i a t i o n ;  G e o r g e  H. M e a d ,  C h a i r m a n  of 
the  B o a r d ,  The  M e a d  C o r p o r a t i o n  Day ton ,  Ohio; G e o r g e  M e a n y ,  P r e s -  
i den t ,  A F  of L; H e r s c h e l  D. N e w s o m ,  M a s t e r ,  N a t i o n a l  G r a n g e ;  J a m e s  
G. P a t t o n ,  P r e s i d e n t ,  N a t i o n a l  F a r m e r s  U n i o n - - a l l  a v e r y  r e p r e s e n t a -  
t i ve  g r o u p ,  bu t  t h e y  h a p p e n e d  to be a p p o i n t e d  by  P r e s i d e n t  T r u m a n .  

T h e y  c a m e  up wi th  a u n a n i m o u s  r e p o r t .  T h e y  sa id  e m p h a t i c a l l y  
t ha t  we m u s t  have  m o r e  i m p o r t s  and  t h e r e f o r e  a m o r e  l i b e r a l  t r a d e  
p o l i c y .  It w a s  a g r e e d  upon by  the  t h r e e  f a r m  o r g a n i z a t i o n s ,  p lus  the  
CIO, the  A F  of L,  e x p o r t  i n d u s t r i e s ,  l a b o r  u n i o n s - - a n d  it  was  a g r e e d  
to  u n a n i m o u s l y .  But ,  the  r e p o r t  ha s  b e e n  qu i e t l y  s h e l v e d .  In f ac t ,  i t  
i s  p r o b a b l y  the  m o s t  u n r e a d  r e p o r t  in W a s h i n g t o n .  

C O L O N E L  BARNES: D r .  P i q u e t  is  going to c r u i s e  a r o u n d  and v i s i t  
s o m e  of the  s e m i n a r  r o o m s .  If  you  w i s h  to con t inue  the  d i s c u s s i o n ,  
wi th  the  c o n f e r e n c e  l e a d e r ' s  a p p r o v a l ,  at  t ha t  t i m e ,  I a m  s u r e  he would  be  
glad to p a r t i c i p a t e .  

H o w a r d ,  we a l w a y s  look f o r w a r d  to y o u r  r e t u r n  v i s i t s  h e r e .  T h e r e ' s  
n e v e r  a du l l  m o m e n t  wi th  you  on the  p l a t f o r m .  

DR. P I Q U ET:  I f e e l  l ike  an a l u m n u s .  
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C O L O N E L  BARNES:  We s c h e d u l e d  you  f o r  t h i s  l a s t  p e r i o d  to  c l o s e  
off  t h i s  o r i e n t a t i o n .  You have  c l o s e d  i t  off  w i th  y o u r  u s u a l  h igh  s t a n d -  
a r d s .  I wi l l  l e t  the  a p p l a u s e  m e t e r  show how you  c a m e  out  on tha t .  

(4 Oc t  1 9 5 4 - - 2 5 0 ) S / s g h  
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