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INTERNATIONAL ECONOMICS 

18 S e p t e m b e r  1959 

MR. SANDIFER: G e n e r a l  Mundy, G e n e r a l  Houseman,  A d m i r a l  

P a t r i c k :  We have i n a u g u r a t e d  the E c o n o m i c s  Sec t ion  of our  Founda t ions  

Unit  wi th  four  l e c t u r e s ,  devoted  m o s t l y  to the i n t e r n a t i o n a l  s c e n e - -  

the f r e e  m a r k e t  s y s t e m ,  the m o n e t a r y  s y s t e m ,  and the bank ing  s y s t e m .  

So we now conf ron t  D r .  P ique t  with the s i m p l e  t a sk  of c o v e r i n g  the 

f ie ld  of i n t e r n a t i o n a l  e c o n o m i c s  in one l e c t u r e .  

I imag ine  he m a y  fee l  a l i t t l e  bi t  l ike the  co l lege  s tuden t  in  a 

s u r v e y  h i s t o r y  c o u r s e  who was faced  wi th  th i s  ques t ion :  ' I ) i s c u s s  the 

dec l ine  and fa l l  of the Roman  E m p i r e ,  ana lyze  i t s  in f luence  on the r i s e  

of the n a t i o n - s t a t e  and e m p i r e  s y s t e m  in the 17th to the 19th c e n t u r i e s ,  

and the b r e a k - u p  of these  e m p i r e s  in  the 20th c e n t u r y . "  

I th ink  Dr .  P i q u e t ' s  t a sk  is  f u r t h e r  c o m p l i c a t e d  by the fac t  tha t  

m o s t  of us,  i f  we a r e  not  b o r n  with a s e t  of conv ic t ions  and p r e j u d i c e s  

on such  m a t t e r s  as  i n t e r n a t i o n a l  t r a d e  and t a r i f f ,  at  l e a s t  a cqu i r e  t h e m  

f r o m  our  home e n v i r o n m e n t  a t  a v e r y  e a r l y  age .  As G i lbe r t  and Sul l i -  

van once put i t :  " E v e r y  l i t t l e  E n g l i s h  boy o r  g i r l  bo rn  into th i s  wor ld  

a l ive  is  e i t h e r  a Little l i b e r a l e  o r  a l i t t l e  c o n s e r v a t i z e d . "  But I th ink  

tha t  w h a t e v e r  the b r e a d t h  o r  d i f f icu l ty  of the sub j ec t  m a y  be, Dr .  P ique t  

i s  m o r e  than  equa l  to dea l ing  wi th  i t .  

Af t e r  r e c o u n t i n g  his  p r o f e s s i o n a l  c a r e e r  wi th  P r i n c e t o n ,  New 

York,  Rutgers ,  and C a l i f o r n i a  U n i v e r s i t y ,  "{'he t a r i f f  C o m m i s s i o n ,  the 

I n t e r i m  C o m m i s s i o C t h e  Food and A g r i c u l t u r e  Organ iza t i on ,  the Office 



of War  Mobi l i za t ion ,  and the L e g i s l a t i v e  R e f e r e n c e  Se rv i ce ,  h is  

b i o g r a p h i c a l  s k e t c h  s ays  he was de t a i l ed  to work  with v a r i o u s  c o n g r e s -  

s i ona l  c o m m i t t e e s  on e c o n o m i c  and fo r e ign  po l i cy  p r o b l e m s .  I ' m  su re  

anybody who has been  t h rough  tha t  b a p t i s m  of f i r e  can conf ron t  wi th  

e q u a n i m i t y  the t a sk  of exp la in ing  to us what  the i n t e r n a t i o n a l  e c o n o m i c  

s i t ua t ion  is  in  the wor ld  today .  

It  g ives  me g r e a t  p l e a s u r e  to p r e s e n t  tha t  v e t e r a n  of ten a p p e a r -  

ance s  at  th is  Col lege ,  Dr .  Howard S. P ique t ,  Chie f  of the  E c o n o m i c s  

Sec t ion  of the L e g i s l a t i v e  R e f e r e n c e  Service of the L i b r a r y  of C o n g r e s s .  

DR. PIQUET:  I ' m  going to confine m y s e l f  to the po l i cy  a s p e c t s  

of i n t e r n a t i o n a l  e c o n o m i c s .  I take  i t  tha t  you people  can a l l  r ead ,  and 

i t  would be a was te  of your  t i m e  and mine  and an i m p o s s i b l e  p r o p o s i t i o n  

to de ta i l  to you the r e f i n e m e n t s  of i n t e r n a t i o n a l  e c o n o m i c s  in ~ a l l  of 

i t s  r a m i f i c a t i o n s .  So I 'm  going to c o n c e n t r a t e  on p o l i c i e s .  

I 'm  going to group m y  r e m a r k s  unde r  t h r e e  m a i n  head ings :  

F i r s t ,  what  do we m e a n  by " p o l i c y " ?  Secondly,  the e c o n o m i c  fo r e ign  

p o l i c y  of the Uni ted S ta tes  in  t h e o r y  and in  ~ r a c t i c e .  Thirdly~ the changed  

i n t e r n a t i o n a l  pos i t i on  of the Uni ted  S ta tes  e c o n o m i c a l l y  in the l a s t  few 

m o n t h s .  Then I ' l l  l ead  up in to  the fou r th  ques t ion ,  which  i s ,  What i s  

the cha l l enge  tha t  con f ron t s  u s ?  What  should  we be dec id ing?  

Firs t~ when we s a y  " p o l i c y "  what  do we m e a n ?  You h e a r  i t  s a id  
po l i cy .  We 

v e r y  of ten tha t  we don ' t  have a f o r e i g n  , H , ~  don ' t  have an 

e c o n o m i c  fo r e ign  po l icy .  We do have an a t t i tude .  I take i t  t ha t  the 

concept  "po l i cy"  m e a n s  an a t t i tude ,  a habi t  of b e h a v i o r ,  a l ine of ac t ion  
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in  the na t i ona l  i n t e r e s t  of the c o u n t r y  tha t  i s  p u r s u i n g  i t .  I th ink  t h a t ' s  

a f a i r l y  log ica l  def in i t ion  of the concep t .  

I don ' t  th ink  m a n y  people  would d i s a g r e e  tha t  the n a t i o n a l  i n t e r e s t  

of the Uni ted  Sta tes  i s  p r i m a r i l y  na t i ona l  s e c u r i t y .  I th ink  we a l l  ag r ee  

on the g e n e r a l i t y .  The ques t ion  is ,  What do you m e a n  by " s e c u r i t y " ?  

What do you m e a n  by " the  na t i ona l  i n t e r e s t " ?  And t h a t ' s  whe re  we 

wouldn ' t  a g r e e .  And nowhere  i s  tha t  m o r e  ev iden t  than in  tha t  p a r t  

of e conomic  fo re ign  po l i cy  tha t  t ake s  the f o r m  of ou r  t r a d e  po l i cy .  

We have been  p u r s u i n g  an e c o n o m i c  f o r e i g n  po l i cy  in  a s ense ,  

in  a p a s s i v e  s o r t  of way, fo r  a long t i m e .  E v e r  s ince  th i s  c o u n t r y  was 

e s t a b l i s h e d  as  a na t ion  we have p u r s u e d  in the i n t e r n a t i o n a l  e c o n o m i c s  

s p h e r e  the po l i cy  of equa l  t r e a t m e n t ,  that  i s ,  tha t  t h e r e  wi l l  be no d i s -  

c r i m i n a t i o n  among  o the r  c o u n t r i e s .  

Tha t  has  been  b a s e d  upon what  we m i g h t  ca l l  the c l a s s i c a l  t h e o r y  

or  c l a s s i c a l  s y s t e m  of a wor ld  e c o n o m y .  The t h e o r y  i s  f a i r l y  s i m p l e .  

In fact ,  i t ' s  s o m e t i m e s ,  I th ink,  painfu]Jy s i m p l e .  The t h e o r y  is  tha t  

i f  c o u n t r i e s  a r e  lef t  a lone ,  i f  i n d u s t r i e s  a r e  lef t  a lone ,  a u t o m a t i c a l l y  

the f o r c e s  of the m a r k e t p l a c e ,  ev idenced  by supp ly  and demand  and 

m a r k e t  p r i c e ,  wi l l  b r i n g  about  a p r o p e r  d i s t r i b u t i o n  of l abo r  and cap i t a l ,  

m e a n i n g  by " p r o p e r "  tha t  which  g ives  the m a x i m u m  r e t u r n .  So that  i f  

t h e r e  i s  too much  of one good produced ,  c ap i t a l  and l abo r  wi l l  d e s e r t  

tha t  l ine of a c t i v i t y  fo r  s o m e t h i n g  e l s e ,  and v ice  v e r s a .  I t ' s  an  au to-  

m a t i c  e q u i l i b r i u m  s y s t e m ,  

The t h e o r y  is  v e r y  m u c h  in  t e r m s  of ana logy  l ike a c h e m i c a l  
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e x p e r i m e n t  or  d e m o n s t r a t i o n  on a big  t ab le  wi th  a lot of b e a k e r s ,  

connec ted  wi th  g l a s s  tubing.  You pour  w a t e r  in at  one end, and au to-  

m a t i c a l l y  the w a t e r  f inds i t s  own l eve l  qu ick ly .  T h a t ' s  what  the econ-  

omic  f o r c e s  a r e  supposed  to do unde r  t h i s  s y s t e m .  I t ' s  a s y s t e m  p r i m -  

a r i l y  wi th  the e m p h a s i s  upon l a i s s e z  f a i r e - - a n  absence  of g o v e r n m e n t  

i n t e r f e r e n c e .  

Spec i f ica l ly°  wi th  r e g a r d  to the  o p e r a t i o n s  among  na t ions ,  tha t  

s y s t e m  t a k e s  the f o r m  of equa l  t r e a t m e n t ,  no t a r i f f s ,  no quotas ,  no 

d i s c r i m i n a t i o n ,  no i n t e r f e r e n c e s  with  the flow of goods and gold or  

w h a t e v e r  the m o n e y  m e d i u m  happens  to be .  I h a v e n ' t  t ime  to develop,  

of c o u r s e ,  the m e c h a n i s m  of exchange  r a t e s ;  but the i dea  i s  tha t  the 

c u r r e n c i e s  wi l l  be quoted in  t e r m s  of each  o t h e r  on the f o r e i g n  exchange  

m a r k e t  in  such  a way  as  to b r i n g  about  the p r o p e r  d i s t r i b u t i o n  of the 

world's gold. 

"~his system, which I call the neoclassical or the classical system, 

Im~ underlies and has in the past been the underpinning of our attitude 

toward foreign trade. However, in the course of the years there have 

been interferences because of interests of particular producing groups; 
tariff i~nposts; 

and that interference has taken the form of ~ I t ~ ~  that is, 

putting on duties on imports, for many different reasons officially, 

but always primarily for the real reason that the producers don't want 

to face foreign competition. 

In the early days of the Republic these imposts took the form of 

tariffs for the protection of infant industries, to enable them to grow. 
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Af t e r  the in fan t s  have grown up, the t a r i f f s  have a way of r e m a i n i n g ,  

and they  become  v e s t e d  i n t e r e s t s .  

C e n e r a l l y  speaking ,  un t i l  ~ 1934 our  t a r i f f  h i s t o r y  was one 

of i n c r e a s i n g  p ro t ec t i on j  a l though t h e r e  we re  p e r i o d s  in which  we moved  

in  the o the r  d i r e c t i o n .  I ' m  coming  back to tha t  in a few m i n u t e s .  But 

i f  I could  ju s t  get  the idea  a c r o s s ,  tha t  the idea  to which  we pay  l ip 

s e r v i c e ,  o r  which  we announce  tha t  we a r e  fol lowing,  i s  p r i m a r i l y  

domina t ed  by tha t  ph i lo sophy  of equa l  t r e a t m e n t - - a  m u l t i l a t e r a l  t r a d i n g  

s y s t e m .  

T h e r e  is  compet ing ,  however ,  for  a t t en t ion  ano the r  app roach ,  

and tha t  i s  the p lanned  deve lopmen t  app roach .  I won ' t  i den t i fy  t hese  by 

n a m e s  of people,  but the p lanned  deve lopmen t  a p p r o a c h  would s ay  tha t  

th i s  s y s t e m  that  I have jus t  m e n t i o n e d  d o e s n ' t  r e a l l y  work  tha t  way, 

the way tha t  I d e s c r i b e d .  C-o~g back  to m y  analogy,  i n s t e a d  of pou r ing  

w a t e r  in to  the v e s s e l s ,  we would, le t  us say ,  pour  hot  t a r  o r  some  o the r  

v i s c i d  f luid.  And then  we would keep wiggl ing the tab le j  so tha t  even  

though the fo rce  t oward  e q u i l i b r i u m  was t h e r e ,  i t  would n e v e r  be 

a t t a ined ,  because  t h e r e  a r e  too m a n y  v a r i a b l e s .  

The p lanned  deve lopmen t  people  would s t r e s s  the fac t  that  th is  

au toma t i c  ~ a d j u s t m e n t  of the f o r c e s  does not r e a l l y  work .  at  l e a s t  

not  p r o m p t l y .  As L o r d  Keynes  h i m s e l f  s a id  m a n y  y e a r s  ago, in  the 

long run  we a r e  a l l  dead, and the p r o b l e m s  tha t  conf ron t  us ,  tha t  have 

to be so lved  in the f i e ld  of fo re ign  po l i cy  and e c o n o m i c  fo r e ign  po l i cy  

for  the m o s t  p a r t  a r e  not  l o n g - r u n  p r o b l e m s ,  but  they  a r e  i n t e r m e d i a t e -  
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r u n  p r o b l e m s .  

Ev idence  of the fac t  tha t  t he se  f o r c e s  do work  out even tua l l y  i s  

the fac t  that  we no longe r  have a do l l a r  s h o r t a g e .  We now have a do l l a r  

su rp lu s ,  wi thin  the l a s t  two y e a r s  or  the l a s t  y e a r .  The whole i n t e r -  

n a t i o n a l  pos i t ion  e c o n o m i c a l l y  has  been  changed .  Why? Because  the 

a id  p r o g r a m s  tha t  we have been  pu r su ing  a r e  f ina l ly  work ing .  The wor ld  

i s  get t ing back  into e q u i l i b r i u m  aga in .  I ' m  coming  back  to tha t  aga in  

in a few m i n u t e s  a l so .  

But I do want  to b r i n g  to your  a t t en t ion  tha t  both  th i s  c l a s s i c ~  

s y s t e m  of a u t o m a t i c i t y  and the p lanned  deve lopmen t  s y s t e m  m i g h t  

p r o p e r l y  be ca l l ed  u n i v e r s a l  s y s t e m s  r a t h e r  than  p o l i c i e s ,  b e c a u s e  

each  of them,  both  of t hem,  s t r e s s  the i dea l  tha t  a human  being  anywhere  

i s  equa l  to a human being  anywhere  e l s e .  

Some people  m igh t  s a y  i t ' s  the "do  good" a p p r o a c h .  I don ' t  l ike 

to use  that ,  because  i t ' s  a word  of fee l ing .  But the e m p h a s i s  of both  

s y s t e m s  is  tha t  the people  th roughou t  the wor ld ,  o r  at  l e a s t  now the 

f r ee  wor ld ,  should  a l l  have oppor tun i ty ,  i f  not  equal ,  a t  l e a s t  adequate  

oppor tun i ty ,  to enable  t hem to develop in  the u n d e r d e v e l o p e d  r e g i o n s .  

Now I raise a question and I'm not going to answer it. Does that 

attitude on the economic side really evidence a positive national policy? 

Is it in the self-interest of the United States that we should help all 

countries to develop, or is it not? And if it is not, when do we draw 

the line? When should we stop aiding India? When should we start 

aiding Poland. or Yugoslavia, or even the Soviet Union? 
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Now, t h e r e  i s  a d i s t i nc t i on  to be made  b e t w e e n  our  t r a d e  po l i cy  

and our  aid po l i cy .  Aid po l i c i e s ,  by the  v e r y  na tu r e  of the case ,  have 

to be d i s c r i m i n a t o r y .  We c a n ' t  t r e a t  e v e r y  coun t ry  a l ike  with r e s p e c t  

to f o r e ign  a id .  If fo r  no o the r  r e a s o n ,  t h e r e ' s  no y a r d s t i c k  to use  

to know when to s top y i e ld ing  a id .  

C e r t a i n l y ,  f r o m  the point  of v iew of the d e s i r e  of the u n d e r d e v e l -  

oped c o u n t r i e s  to a b s o r b  our  cap i ta l ,  t h e r e  i s  no l i m i t ,  p a r t i c u l a r l y  

in  a c o u n t r y  l ike B r a z i l .  T h e r e  i s  no l i m i t .  So you can ' t  fol low the 

p r i n c i p l e  of equa l  t r e a t m e n t  when the a s p e c t  of po l i cy  which  you a r e  

c o n s i d e r i n g  is  the g iv ing  away  of the  e c o n o m i c  w h e r e w i t h a l  of our  own 

coun t ry .  In f o r e ign  t r ade  pol icy ,  however ,  i t  can be d i s c r i m i n a t o r y .  

I t  d o e s n ' t  have to be d i s c r i m i n a t o r y .  

Now, I say,  I r a i s e d  th i s  ques t ion .  I ' m  not  going to a n s w e r  i t .  

But I am r a i s i n g  the ques t ion  f u n d a m e n t a l l y  of whe the r ,  by keep ing  

our  e c o n o m i c  fo r e ign  pol icy ,  and our  t r a d e  po l i cy  in  p a r t i c u l a r ,  s epa -  

r a t e  f r o m  our  f o r e ign  po l i cy  in  g e n e r a l  we a r e  r e a l l y  be ing  r e a l i s t i c ;  

o r  w h e t h e r  we should  b r i n g  the two t o g e t h e r  and r e c o g n i z e  tha t  f o r e ign  

policy has its economic aspects, 

discriminating among countries. 

and not  be a f r a i d  upon occa s ion  of 

I r a i s e  the ques t ion .  

Now, in t h e o r y  and in  p r a c t i c e ,  unde r  t h i s  t h e o r y  of the c l a s s i c a l  

s y s t e m ,  to which  we have long sa id  tha t  we adhe re ,  and p a r t i c u l a r l y  

s ince  1934, wi th  the e n a c t m e n t  of the Recipn~cal  T r a d e  A g r e e m e n t s  

Act,  which  r e v e r s e d  the h i g h - t a r i f f  ph i losophy ,  at  l e a s t  on pape r ,  of 

the S m o o t - H a w l e y  Act  of 1930, the r a t i o n a l e  of th is  s y s t e m  is  tha t  i f  

7 



e a c h  c o u n t r y ,  l i ke  e a c h  p e r s o n ,  c o n c e n t r a t e s  h i s  p r o d u c t i v e  a c t i v i t i e s  

on t h a t  l~.ne of w o r k  fo r  w h i c h  he h a s  the  g r e a t e s t  c o m p a r a t i v e  a d v a n -  

t age ,  he and  e v e r y b o d y  e l s e  w i l l  be b e t t e r  off  i n  t e r m s  of t he  e c o n o m i c  

good.  

I ' l l  g ive  the  s a m e  i l l u s t r a t i o n  I ' v e  g i v e n  t en  t i m e s  b e f o r e ,  but  

t h e y  a r e  a l l  new peop le  e a c h  y e a r ;  so  i t  s o u n d s  n e w .  If  I c a n  w r i t e  

an  a r t i c l e  f o r  a m a g a z i n e  a n d  ge t  a t h o u s a n d  d o l l a r s  fo r  i t - - I  d o n ' t  ge t  

t h a t  m u c h ,  but  i f  I c o u l d - - a n d  i f  I cou ld  a l s o  do m y  own t y p i n g  f a s t e r  

t h a n  a n y  t y p i s t  I c a n  ge t  ho ld  of; and  i f  I c a n  a l s o  do the  w o r k  a r o u n d  

the  house  b e t t e r  t h a n  a n y  h a n d y  m a n  t h a t  I m i g h t  h i r e ,  i n  the  w a y  of 

m o w i n g  m y  lawn,  f i x i n g  the  f u r n a c e ,  o r  do ing  a l l  the  o t h e r  l i t t l e  j obs  

t h a t  you h a v e  to do in  k e e p i n g  a m o d e r n  h o u s e h o l d  r u n n i n g ,  w h i c h  wou ld  

i t  p a y  m e  to do ? D iv ide  m y  t i m e  so  t ha t  I s p e n t  p a r t  of  m y  t i m e  c o m -  

p o s i n g  the  a r t i c l e  fo r  t he  m a g a z i n e  a t  a t h o u s a n d  d o l l a r s  a t h r o w ,  and  

a l s o  do m y  own t y p i n g  and  a l s o  pu t  s o m e  t i m e  a s i d e  on w e e k  e n d s  to 

do the  f u r n a c e  and  the  l a w n ?  O r  would  i t  p a y  f o r  m e  to c o n c e n t r a t e  

on the  t h i n g  t h a t ' s  m o s t  r e m u n e r a t i v e  and  ge t  the  n e x t  b e s t  s t e n o g r a p h e r  

to do the  t y p i n g  and  the  n e x t  b e s t  h a n d y  m a n  to do the  h a n d y  m a n  w o r k ?  

O b v i o u s l y  the  a n s w e r  i s ,  a s  f a r  a s  the  e c o n o m i c s  i s  c o n c e r n e d - - I ' m  

not  c o u n t i n g  s u c h  t h i n g s  a s  v a r i e t y  of o c c u p a t i o n  o r  d e s i r e  to e n j o y  

m y s e l f  i n  the  y a r d - - b u t  a s  f a r  as  e c o n o m i c s  i s  c o n c e r n e d ,  i t  wou ld  

p a y  f o r  m e  to c o n c e n t r a t e  on t h a t  w h i c h  g i v e s  m e  the  tmJ  g r e a t e s t  

r e l a t i v e  a d v a n t a g e ,  and  ge t  s o m e b o d y  e l s e  to do the  o t h e r  t h i n g s .  

And  the  s a m e  a m o n g  n a t i o n s ,  a c c o r d i n g  to t h i s  t h e o r y ,  t h a t  e a c h  c o u n t r y  
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shou ld  c o n c e n t r a t e  on tha t  in  which  i t  has  the r e l a t i v e  advan t ages ,  

such  as  G r e a t  B r i t a i n  on woolens ,  F r a n c e  on wines ,  and o u r s e l v e s  

on heavy  i n d u s t r y .  

Tha t  i s  known as  the t h e o r y  of c o m p a r a t i v e  advan t age .  T h e o r e t -  

i c a l l y  we could l i s t  fo r  any  c o u n t r y  the c o m m o d i t i e s ,  in  the  o r d e r  of 

c o m p a r a t i v e  advan tage  at  any  m o m e n t .  In the  Uni t ed  S ta t e s  those  

i n d u s t r i e s  in  which  we have the c o m p a r a t i v e  advan tage  would be those  

in  which  we do in  fac t  e x p o r t - - a g r i c u l t u r a l  m a c h i n e r y ,  e a r t h - m o v i n g  

equ ipment ,  i n d u s t r i a l  equ ipment ,  heavy  off ice m a c h i n e r y ,  and so on; 

w h e r e a s  a c o u n t r y  Like I ta ly ,  be ing  at,  yuu m i g h t  say ,  the oppos i te  

end of the s c a l e ,  would have a d i f f e r en t  l i s t  of c o m m o d i t i e s .  A c o u n t r y  

l ike  Japan  would have s t i l l  a d i f f e r en t  l i s t .  In a c o u n t r y  l ike  Japan  

you would have h igh  e m p h a s i s  upon t ex t i l e ,  po t t e ry ,  plywood,  81ect ronic  

equ ipment ,  and so on. Then i f  e a c h  c o u n t r y  c o n c e n t r a t e ~  upon tha t  

which  i t  can  do bes t  and t r a d e s  wi th  e a c h  o ther ,  the  t h e o r y  s a y s  tha t  

people  would have m o r e  of the good t h ings  of l i f e ,  e c o n o m i c a l l y .  

In t h e o r y  a l so  you would have ful l  e m p l o y m e n t  e v e r y w h e r e ,  on 

the p r i n c i p l e  tha t  human  wan t s  a r e  i n s a t i a b l e ;  and tha t  a s  r a p i d l y  as  

one want  i s  s a t i s f i e d ,  two m o r e  come to take  i t s  p l a c e .  The sup p ly  

of goods,  then,  c o n s t i t u t e s  the  demand  for  goods,  and you have a c t i v i t y  

at  a h igh l eve l .  

In our  c o u n t r y  the goods at  the l ower  end of the s c a l e  ~ of 

c o m p a r a t i v e  advan tage ,  those  in which  we have the d i s advan tage ,  would 

be our w e l l - k n o w n  t a r i f f  p r o b l e m s - - o u r  hand-b lown  g l a s s w a r e ,  our  
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chinaware and pottery, the cotton textiles with which Japan competes. 

This problem is rendered difficuR by the fact that countries have 

different standards of living. 

Now, from the point of view of pure economics, that is, very 

pure economics, so pure that it's up in the ratified atmosphere, there's 

no reason why we shouldn't have trade with Japan on a free basis too, 

because the absolute scale of living does not affect the relative advan- 

tages. On an absolute basis, Japan can produce almost anything more 

cheaply than we can product it. But on a completely free basis it 

would pay for Japan to concentrate on the things at the low end of our 

scale, such as the cotton textiles and the pottery, which we shouldn't 

be producing. And there you get down out of the high atmosphere, the 

rarified atmosphere, and get a little closer into reality. 

The fact is that countries don't want to give up producing anything. 

At least the areas that produce these products don't want to give up 

the production. I'll name a few in this country. And I'm not doing 

this in a critical way. I'm doing this simply as an observer. 

On the border line between Ohio and West Virginia we produce 

a lot of pottery and chinaware. Some of the most efficient companies 
l o c a t e d  

in  the  w o r l d  a r e / t h e r e ,  s u c h  as  the  H a r k e r w a r e  C o m p a n y .  I have  

v i s i t e d  tha t  c o m p a n y .  In J a p a n  I have  v i s i t e d  p l a n t s  on the  o u t s k i r t s  

of Tok io  t h a t  p r o d u c e  p o t t e r y  of the  s a m e  k ind .  

l i t t l e  d i f f e r e n t l y .  T h e r e ' s  a l i t t l e  m o r e  l a b o r .  

t r y  the  l a b o r  c o s t  i s  abou t  80 p e r c e n t  of  the  t o t a l .  
10 

They p r o d u c e  i t  a 

But  e v e n  in  our  court- 

In J a p a n  i t ' s  p r o b a b l y  



95 p e r c e n t  of the to ta l .  You can  take  two d i s h e s ,  one J a p a n e s e  and 

one A m e r i c a n ,  and wi thout  t u r n i n g  t hem over  to see  which  one has  

the  J a p a n e s e  l abe l  on i t ,  you c a n ' t  t e l l  the d i f f e r e n c e  q u a l i t y w i s e .  

If anyth ing ,  the  J a p a n e s e  des ign ,  I th ink,  v e r y  often i s  s u p e r i o r .  

And ye t  the J a p a n e s e  s e l l s  fo r  about o n e - t h i r d  of the p r i c e  of the  

American. 

The same is true with respect to certain kinds of cotton textiles, 

particularly women's gloves, cotton velveteen, and ~ngharn. They 

come in at vastly lower prices than we can produce them. For one 

reason or another they have even more modern machinery 
l a r g e l y  

in  s o m e  of t h e i r  p l an t s  than  we have,  ~as a r e s u l t  of the p o s t w a r  phen-  

omenon of a s s i s t i n g  t hem.  

The s a m e  wi th  ha rdwood  plywood.  T h e y  i m p o r t  m a h o g a n y  f r o m  

the P h i l i p p i n e s  and p r o c e s s  i t  in to  plywood,  send  i t  to t h i s  coun t ry ,  

and i t  c o m p e t e s  on the e a s t e r n  s e a b o a r d  even  of our  c o u n t r y  in  c o m -  

pe t i t ion  wi th  the ha rdwood  plywood p roduced  in  the  uppe r  p e n i n s u l a  

of ~ I i c h i g a n  and in  W i s c o n s i n  at  lower  than  we can  s e l l  i t .  T h a t ' s  

b e c a u s e  of the phenomenon  of the low s t a n d a r d  of l iv ing  in  Japan .  

Now, i f  I were  a C o n g r e s s m a n  f r o m  the 18th D i s t r i c t  of Ohio, 

I would behave ,  I th ink,  e x a c t l y  the way  the C o n g r e s s m a n  f r o m  tha t  

d i s t r i c t  b e h a v e s ,  l i e ' s  a b r o a d l y  t r a i n e d  l i b e r a l ,  an M . A .  in  po l i t -  

i c a l  s c i e n c e  f r o m  Ohio State  U n i v e r s i t y .  S o m e t i m e  you ought to have 

h im come he re  and t a lk  about  the t a r i f f  p r o b l e m .  H e ' s  a m e m b e r  of 

the F o r e i g n  A f f a i r s  C o m m i t t e e ,  and h e ' s  r e a l l y  v e r y  m u c h  i n t e r e s t e d  
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in  i n t e r n a t i o n a l  o rgan iza t ion~  and a l l  tha t  goes  wi th  i t .  And ye t  he 

has  voted  c o n s i s t e n t l y  a g a i n s t  the t r a d e  a g r e e m e n t s  p r o g r a m ,  b e c a u s e  

b e c a u s e  he could not get  the a s s u r a n c e  of P r e s i d e n t  T r u m a n  tha t  t h e r e  
r . . . . . . . . . . . . . . . . .  ~ . . . . . . . . . . . . . . . . . . . . . . .  . . . . .  

would not  be any  r e d u c t i o n  of duty on tha t  p a r t i c u l a r  p roduc t .  H e ' s  

behav ing  as  a C o n g r e s s m a n  should .  He i s  doing tha t  which  h i s  c o n s t i t -  

uen t s  want  h im to do. You m u s t  n e v e r  c r i t i c i z e  a C o n g r e s s m a n  for  

doing tha t .  

The c r i t i c i s m  shou ld  be l e v e l e d  at  u s j  L~ we don ' t  have the concep t  

of the na t i ona l  i n t e r e s t  to a su f f i c i en t  deg ree  tha t  we could in f luence  

our  r e p r e s e n t a t i v e s  in C o n g r e s s .  The fac t  i s  tha t  m o s t  A m e r i c a n s  

do not  have a h igh ly  deve loped  concept  of na t i ona l  i n t e r e s t .  Now, don ' t  

get  me  wrong  on t h i s .  I ' m  not s a y i n g  tha t  we don ' t  have a h igh ly  deve l -  

oped na t i ona l  i n t e r e s t  c o n s c i o u s n e s s  b e c a u s e  w e ' r e  not  in  f avor  of 

f r ee  t r a d e .  Not at  a l l .  I ' m  not s a y i n g  tha t .  What  I ' m  s a y i n g  i s  tha t  

m o s t  A m e r i c a n s  don ' t  face  the ques t ion  of what  does  cons t i t u t e  the 

na t i ona l  i n t e r e s t ,  and p a r t i c u l a r l y  not in  the e c o n o m i c  f ie ld .  

Now, i f  t h e r e ' s  any  d i v e r g e n c e  in  any  a r e a  of a c t i v i t y  be tween  

t h e o r y  and p r a c t i c e ,  i t ' s  wi th  r e s p e c t  to our  t r a d e  po l i cy .  We a r e  so 

fa r  r e m o v e d  in a c tua l  b e h a v i o r  f r o m  fol lowing what  the m u l t i l a t e r a l  

t r a d e  a p p r o a c h  would r e q u i r e  tha t  i t  j u s t  i s n ' t  funny.  The r e m a r k a b l e  

th ing  i s  how a na t ion  of 17~ m i l l i o n  people  can  delude i t s e l f  in to  b e l i e r -  

Lug i t ' s  doing s o m e t h i n g  tha t  i t ' s  not doing.  T h a t ' s  the  r e m a r k a b l e  

o b s e r v a t i o n .  

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  Act  was  p a s s e d  in  1934, 
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u n d e r  the l e a d e r s h i p  of C o r d e l l  Hull,  the ob jec t ive  be ing  at  t ha t  t i m e - -  

t h i s  was  a d e p r e s s i o n  p e r i o d - - t o  b r e a k  the log j am of f o r e ign  t r a d e  

e v e r y w h e r e .  We would do i t  by  t e a r i n g  down our  t a r i f f s ,  wi th in  l i m i t s ,  

to 50 p e r c e n t ,  in  exchange  for  o the r  c o u n t r i e s  t e a r i n g  t h e i r  t a r i f f s  

and t r a d e  c o n t r o l s  down, by  b i l a t e r a l l y  n e g o t i a t e d  t r a d e  a g r e e m e n t s ,  

done by  the P r e s i d e n t  u n d e r  the p o w e r s  tha t  w e r e  be s towed  upon h im 

by  C o n g r e s s  to make  e x e c u t i v e  a g r e e m e n t s  for  t h i s  p u r p o s e  wi thout  

c o n g r e s s i o n a l  app rova l .  

F r o m  1934 un t i l  1944 we did in fac t  make  a lot  of t r a d e  a g r e e m e n t s  

and we t o r e  the dut ies  down. Yes,  we s l a s h e d  them,  g e n t l e m e n .  We 

s l a s h e d  s o m e  of t hose  du t ies  f r o m  200 p e r c e n t  to 100, and we s l a s h e d  

t hem f rom 100 to 50. We s l a s h e d  some  f r o m  50 to 25. In a few c a s e s  

it~ began  to hu r t  a l i t t l e  b i t .  T h a t ' s  r a t h e r  a s a r c a s t i c  way  of pu t t ing  

i t ,  but I th ink  I got the point  a c r o s s .  

By 1930 our  t a r i f f  r a t e s  w e r e  so high,  about  the h i g h e s t  in  the  

wor ld ,  t ha t  t h e y  could s t a n d  a lot  of t e a r i n g  down wi thout  h u r t i n g  any -  

body.  T h e r e  was  an awful  lot  of e x c e s s  p ro t ec t i on ,  m o r e  than  was  

needed  to keep  out i m p o r t s  even .  So we w e r e  able  u n d e r  the R o o s e -  

ve l t  and T r u m a n  A d m i n i s t r a t i o n s  to do an awful  lot  in  the way  of l o w e r -  

ing  du t i e s .  

It  had p r e c i o u s  l i t t l e  to do wi th  i n c r e a s i n g  f o r e i g n  t r a d e .  I ' ve  

made  some  s t a t i s t i c a l  s t u d i e s  of th i s ,  and we can  show tha t  i m p o r t s  

of c e r t a i n  goods did i n c r e a s e .  But t h e r e  a r e  so m a n y  v a r i a b l e s  tha t  

I th ink  the conc lus ion  i s  p r e t t y  wel l  w a r r a n t e d  tha t  t h e r e  i s  no d i r e c t  

13 



statistical correlation between the increased imports and the cutting 

of duties, for the most part. 

Then came World War 11; and after World War H we find a very 

interesting set of phenomena developing. The Administration, and 

primarily the Department of State--and 11~ not criticizing anybody 

here--became so impressed with the success of the program in 1930 

that after the war was over, in a desire to return to a normal situa- 

tion, they thought, "Well if two aspirins are good, letts take six." 

Itls a very dangerous thing. And they got going on the multilateral 

approach. 

The idea itself was good in theory, but they were stepping on 

the accelerator a Little too fast. In Geneva they formed an organization 

known as the General Agreement on Tariff and Trad6, the GATT, which 

is still in existence, and which Congress thoroughly hates the thought of. 

In fact, the word "GATT t' seems to irritate them. 

They tried to estabLish an international trade organization, 

through treaties. And the late Senator IViill£ken, who was certainly 

a reactionary conservative in this field, but who understood the tariff 

problem, I think, better than anybody in Congress, virtually said, 

"You'll do it over my dead body..I Well, he~s long since dead, and 

we still donSt have the ITO. The State Department and the Adrninis- 

tration have been trying to get an organization for trade cooperation, 

which is sort of a little ITO, but that died in the borning also. 

The fact is that Congress, representing the people, is not 
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i n t e r e s t e d  in  th i s  s o r t  of th ing.  T h a t ' s  pu t t ing  i t  Very b lun t ly .  We 

have been  mov ing  s ince  1947 in quite the oppos i te  d i r e c t i o n .  In fac t ,  

in  1942, in  the Mex ican  Trade  A g r e e m e n t ,  Wil l  c l a y t o n ,  then  A s s i s t a n t  

S e c r e t a r y  of State,  was f o r c e d  by C o n g r e s s  to p r o m i s e  tha t  in  a l l  t r a d e  

a g r e e m e n t s  h e n c e f o r t h  made  t h e r e  would be inc luded  a c l ause  to the 

e f fec t  tha t  if, as  a r e s u l t  of any  c o n c e s s i o n  m a d e  in a t r ade  a g r e e m e n t ,  

t h e r e  i s  an i n c r e a s e  in i m p o r t s  which  t h r e a t e n s  to hu r t  somebody ,  tha t  
! 

c o n c e s s i o n  wi l l  be r e m o v e d .  That  is  the e s c a p e  c lause ,  put in  a d m i n -  

i s t r a t i v e l y  b e c a u s e  of the p r e s s u r e  f r o m  C o n g r e s s .  

In 1947, with the 80th C o n g r e s s  convening,  which  was a Republ ican  

C o n g r e s s ,  as  you r e m e m b e r ,  one of the v e r y  f i r s t  th ings  they  did in 

the fa l l  of tha t  y e a r  was to b r i n g  out the t r a d e  p r o b l e m  ques t ion .  They  
and 

called in Dean Acheson. They called in Will Clayton; /Senator Millik~n: 

and Senator Taft forced the Administration to make what we call the 

Millikin Compromise, where the President issued an executive order 

saying that there shall be an escape clause written into all trade 

agreements henceforth. 

That wasn't enough to satisfy them. In 1948 Congress wrote in 

what they call the Peril Point Provision, which says that before the 

President will dare lower any duties, he must first get from the Tariff 

Commission a certificate showing the point beyond which he 

would not dare go without hurting somebody. 

In 1948 the Democratic Congress repealed that provision. In 

1951, under Democratic control--I'm saying these party names to show 
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t ha t  they  a r e  a l ike ;  t h e r e t s  no d i f f e r ence  be tween  the p a r t i e s  on th is  

i s s u e - - C o n g r e s s  wro te  in to  the s ta tu te  i t s e l f  a p r o v i s i o n  for  both  the 

e scape  c l ause  and the p e r i l  point .  

And tha t  w a s n ' t  enough.  I~m not even  m e n t i o n i n g  na t iona l  def-  

ense ,  because  I th ink  I migh t  get in to  some  f ights  with you people  on 

t h a t - - b u t  t ha t  has  been  abused  too~ no tab ly  with r e s p e c t  to wa t ches .  
! 

But in 1955 the p r o t e c t i o n i s t  f o r c e s  were  able  to get  an  a m e n d m e n t  

put in to  the act  to the e f fec t  that  for  p u r p o s e s  of the e scape  c l ause  

an i n d u s t r y  wi l l  be def ined as  tha t  po r t i on  which  p r o d u c e s  a p a r t i c u l a r  

product~ m a k i n g  by tha t  fac t  the def in i t ion  of i n d u s t r y  p r a c t i c a l l y  

c o t e r m i n o u s  with c o m m o d i t y - - n a r r o w e r  and n a r r o w e r  and n a r r o w e r .  
1958--and hlas 

And the high point was reached in ~8%x~muxthe press~practically 

i g n o r e d  th i s  point  in  i t s  g r e a t  d e s i r e  to point  out that  we have a f ine,  

l i b e r a l  p r o g r a m - -  C o n g r e s s  for  the f i r s t  t ime  was able  to r e c a p t u r e  

the f ina l  word,  because  i t  has  now put in  the law a p r o v i s i o n  tha t  i f  

at  any  t ime  the T a r i f f  C o m m i s s i o n  f inds  tha t  s o m e b o d y  is  be ing  i n j u r e d  

or  i s  in dange r  of be ing  injured~ and the P r e s i d e n t  does  not  ac t  in  a c c o r d -  

~Dce with tha t  f i n d i n g - - a n d  up t i l l  now i t ' s  been up to the P r e s i d e n t  to 

decide  the n a t i o n a l  i n t e r e s t - - i f  the P r e s i d e n t  d o e s n ' t  go a long with 

the p r o t e c t i o n i s t  f inding,  then he can be o v e r r u l e d  by a t w o - t h i r d s  vote  

of C o n g r e s s .  Tha t t s  the m o s t  s i gn i f i c an t  th ing  tha t  has  happened  

in  the t r ade  a g r e e m e n t  h i s t o r y  in the 25 y e a r s  of i t s  e x i s t e n c e ,  and, 

as  I say,  i t t s  been  p r a c t i c a l l y  i g n o r e d .  

Now, what  does  th i s  a l l  add up t o ?  I could give yuu m o r e  i l l u s -  
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t r a t i o n s ,  but  I t h i n k  thatWs e n o u g h  f o r  the  p u r p o s e .  

But  I do wan t  to po in t  out  t h i s .  We have  i n d u c e d  the  J apanese~  

b e c a u s e  we h a v e n ' t  had  the  gu t s  to do i t  o u r s e l v e s ,  to  put  e x p o r t  q u o t a s  

on t h e i r  c o m m o d i t i e s  s h i p p e d  to u s ,  a s  i n  co t t on  t e x t i l e s  and  h a r d w o o d  

plywood. 
In petroleum 

we did have the courage to put on an import quota 

in response to the independent oil companies, Russell Brownts outfit, 

We did  do t h a t .  Wha t  h a p p e n e d ?  W i t h i n  t en  d a y s  C a n a d a  k i c k e d .  

A n d  M i k e  P i e r s o n ,  t h a n  w h o m  t h e r e l s  no b e t t e r  f r i e n d  t h a t  we h a v e  

a n y w h e r e ,  the  l i b e r a l  l e a d e r  of C a n a d a ,  s a i d :  " I t t s  a l l  r i g h t  i f  the  

U n i t e d  S t a t e s  w a n t s  to put  a quo ta  on p e t r o l e u m  i m p o r t s ,  bu t  to  do i t  

in  the  n a m e  of n a t i o n a l  d e f e n s e  i s  a d d i n g  i n s u l t  to  i n j u r y . "  You g e n t l e -  

m e n  know fu l l  w e l l  t h a t  C a n a d a  a n d  we have  the  s a m e  d e f e n s e  p r o g r a m ~  

a n d  h e r e  we w e r e  d i s c r i m i n a t i n g  a g a i n s t  C a n a d a  in  the  n a m e  of n a t i o n a l  

s e c u r i t y .  N e e d l e s s  to s a y ,  the  A d m i n i s t r a t i o n  p u l l e d  in  i t s  h o r n s ;  

and,  a s  usual~ a f t e r  the  h o r s e  w a s  s t o l e n ,  i t  l o c k e d  the  d o o r s .  We 

r e m o v e d  the  quo ta  a s  f a r  a s  p i p e l i n e  p e t r o l e u m  i s  c o n c e r n e d .  We w e r e  

s a y i n g  in  e f f e c t  t h a t  we h a d n l t  t hough t  the  t h i n g  t h r o u g h  f i r s t .  We 

f i r s t  a c t  and  t h e n  we t h i n k .  T h a t | s  not  the  w a y  to r u n  a r a i l r o a d ~  g e n t l e m e n .  

So t h i s  a l l  s u m m a r i z e s  in  t h i s  o b s e r v a t i o n :  ~h~t we a r e  not  l i v i n g  

up to  our  p r o f e s s e d  p o l i c y .  I a m  not  s a y i n g  t ha t  the  p o l i c y  i s  c o r r e c t .  

I t  m a y  be w r o n g - - t h i s  m u l t i l a t e r a l  p o l i c y .  M a y b e  we s h o u l d n t t  t r y  

to  t r e a t  a l l  peop le  a l i k e .  T h a t  w a s  the  no te  I s t a r t e d  out  on.  But  

f o r  Godl s  s a k e  l e t t s  m a k e  up o u r  m i n d s  wha t  w e l r e  g o i n g  to do. If  we 
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a r e  going to cont inue to p u r s u e  tha t  which  we s a y  we w a n t - - a n  equal  

t r e a t m e n t  po l icy ,  wi th  a m u l t i l a t e r a l  t r a d i n g  s y s t e m ,  wi th  a low t a r i f f  

s y s t e m - - t h e n  we have to r e p e a l  the escap~  c l a u s e .  We have to ge t  

away  f r o m  th i s  l oca l  a p p r o a c h  of avo idance  of i n j u r y .  

Now, t h i s  i s  not s o m e t h i n g  tha t  j u s t  happened  r e c e n t l y .  C o r d e l l  

Hul l  h i m s e l f  s a i d  m a n y  t i m e s  to M e m b e r s  of C o n g r e s s  and to the pub-  

l ic :  " U n d e r  the ~crade a g r e e m e n t s  p r o g r a m  in l o w e r i n g  dut ies  we a r e  

not  going to a l low any  d o m e s t i c  p roduc ing  i n d u s t r y  to be i n j u r e d . "  

Hull  h i m s e l f  s a id  tha t .  Of c o u r s e ,  in  those  e a r l y  y e a r s ,  a s  I po in ted  

out, t hey  were  able  to do t h i s .  They  w e r e  able to lower  dut ies  without  

h u r t i n g  anybody,  b e c a u s e  t h e y  w e r e n ' t  doing any  good e i t h e r  excep t  

l ower ing  du t i e s .  ]But as  f a r  as  i n c r e a s i n g  t r a d e  i s  conce rned ,  I s u b m i t  

tha t  we a r e  nega t ing  our  own po l i cy .  We a r e  not in  fac t  doing m u c h  

to s t i m u l a t e  f o r e i g n  t r a d e .  

Maybe  t h a t ' s  not i m p o r t a n t .  And h e r e  as  an e c o n o m i s t  I f ind 

m y s e l f  a l m o s t  d i s l o y a l  to m y s e l f ,  b e c a u s e  I have the fee l ing ,  a v e r y  

profound fee l ing ,  a f t e r  work ing  wi th  th i s  th ing  a long t ime  and w r i t i n g  

in the f ie ld ,  tha t  the d i f f e r e n c e  be tween  a no t a r i f f  s y s t e m  and a h igh 

t a r i f f  s y s t e m ,  as  f a r  as  the Uni ted  S ta tes  e c o n o m y  is  conce rned ,  i s  

not awfu l ly  g r e a t .  I Inade e s t i m a t e s  s o m e  y e a r s  ago in  a book in  which  

I t a l ked  to a l l  the e x p e r t s  in  the  T a r i f f  C o m m i s s i o n  and got t h e i r  b e s t  

j udgmen t  a s  to what  would happen i f  we went  on a f r ee  t r a d e  b a s i s .  

And, work ing  in  con junc t ion  with  the Bureau  of L a b o r  S t a t i s t i c s ,  I 

found tha t  p r o b a b l y  not ove r  ~ u ~ x  200, 000 or  300, 000 m a n - y e a r s  
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work are involved--jobs. It's a little bit like driving a car and you 

hit a little bump. You just feel it and thatts all. 

Our country is big. We don't realize the power of our economy. 

In the recent recession in 1957 and '58 the curtailment of demand for 

some of the raw materials in the raw material producing countries 

in Asia particularly meant a loss to those countries of 5 billion dollars. 

Our gross national product is so big that 5 billion dollars is not notice- 

able. Every time we sneeze they get pneumonia. That's true. We 

must recognize welre big. 

To us, in spite of the propaganda, foreign trade, outside of the 

raw materials that we have to have, the strategic materials--and 
and nickel 

they're vital--tungsten/and so on--but in dollar volume they're not 

great. Foreign trade to us is something not of vital importance. ~ There 

is no burning desire on the part of the man in the street to see imports 

come into this country. That is unlike the Japanese people or the 

British. Historically the British have been in this position for a long 

time. But foreign trade constitutes a large proportion of their total 

product--30 percent, approximately. Ours is less than I0 percent. 

We are a continental mass, largely self-sufficient, where these 

countries, Japan and Great Britain are heads of maritime empires. 

They look outward. The average Britisher realizes that if he doesn't 

i m p o r t  food, mea t ,  h e ' s  not  going to ea t  m e a t .  

tha t  i f  t hey  don ' t  i m p o r t  r aw  m a t e r i a l s  and food, 

The Japanese realize 

they're not going to 

be able  to expor t  and t h e i r  s t a n d a r d  of l iv ing  wi l l  go down. 
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T h e r e f o r e ,  the i m p o r t a n c e  of our  economic  f o r e i g n  p o l i c y  i s  

not o r i e n t e d  he re  in  the Uni ted  S t a t e s .  It  i s  o r i e n t e d  in  the f r e e  wor ld  

as  a whole .  

Why do you suppose  K h r u s h c h e v  spoke as  he did at  the P r e s s  

Club on W e d n e s d a y ?  When the t r a d e  ques t ion  was  t h rown  at  h im,  

he d idn ' t  a n s w e r  i t .  They  put the ques t ion  to h im,  What  i s  the t r a d e  

po t en t i a l  wi th  the Soviet  Union?  

knows tha t  i t ' s  p r a c t i c a l l y  z e r o .  
would 

Any  e c o n o m i s t  who has  s tud ied  t r a d e  

Even  u n d e r  the m o s t  f a v o r a b l e  s i t -  

ua t ion  t h e r e  ~ be v e r y  s m a l l  t r a d e  wi th  the Sovie t  Union.  But the 

fac t  i s ,  we a r e  d i s c r i m i n a t i n g  a g a i n s t  Sovie t  t r a d e .  W e ' r e  beh ind  

the e igh t  ba l l  po l i t i c a l l y ,  p s y c h o l o g i c a l l y ,  p r o p a g a n d a w i s e .  

He made  i t  appea r  t o  tha t  t e l e v i s i o n  aud ience  tha t  f o r e i g n  t r a d e  

wi th  R u s s i a  would be s o m e t h i n g  tha t  would m a k e  for  g r e a t  f r i e n d s h i p  

be tween  the two c o u n t r i e s  and make  for  an i n c r e a s e  of our  s t a n d a r d  

of l iv ing  as  we l l  a s  t h e i r s .  T h a t ' s  j u s t  n o n s e n s e .  

But the fac t  i s j  h e ' s  u s i n g  i t .  The p r o b l e m  of f o r e i g n  t r a d e  

po l i cy  i s  v g r y  l a r g e l y  a m a t t e r  of the ba t t l e  of wi t s  be tween  o u r s e l v e s  

and the C o m m u n i s t  b loc .  

And t h a t ' s  whe re  we a r e  weak .  In fact ,  I wonder  w h e t h e r  b ig  

d e m o c r a c i e s  can engage  in  a ba t t l e  of w i t s .  I j u s t  wonder .  You take  

a s i m p l e  b i l l  l ike the F o r e i g n / k i d  B i l l  in  t h i s  C o n g r e s s  tha t  j u s t  qui t .  

Be fo re  you know it ,  the whole th ing i s  m i x e d  up wi th  the hous ing  ques -  

t ion  and P r e s i d e n t i a l  ve tos  and " I f  you don ' t  do t h i s  for  us ,  we won ' t  

do tha t  for  y o u . "  I don ' t  know of a s ing le  h e a r i n g  tha t  I ' ve  a t t ended  
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or  r e a d  about on fo r e ign  t r ade  in  the Uni ted Sta tes  Cong re s  in which  

the m a i n  i s s u e s  have been  faced .  The m a i n  i s sue  i s n l t  how m u c h  

y o u ' r e  going to a p p r o p r i a t e .  The poor  D r a p e r  C o m m i t t e e  got i t s e l f  

a l l  t i ed  in  amu  k n o t - - " W e  should  i n c r e a s e  our  a p p r o p r i a t i o n  f r o m  1. 4 

b i l l i on  to 2 b i l l i o n . "  What d i f f e r ence  does  i t  make  ? We can a f fo rd  

it ,  w h a t e v e r  i t  i s .  The i m p o r t a n t  th ing is ,  What a r e  we t r y i n g  to do? 

What i s  our  ob jec t ive  in K o r e a ?  I know the m i l i t a r y  ob jec t ive .  

So do you.  But what  a r e  we t r y i n g  to do with the Korean  people  ? And 

what  i s  our  ob jec t ive  in Ind i a?  What i s  our  ob jec t ive  in the P h i l i p p i n e s ?  

These  a r e  a l l  d i f f e ren t  p r o b l e m s ,  d i f f e ren t  p r o b l e m  area$~ and no two 

of t hem a r e  a l ike .  

And what  k ind of people  do we send  out fo r  our  fo re ign  a id?  Do 

we send  people  who u n d e r s t a n d  c u l t u r a l  an th ropo logy ,  who u n d e r s t a n d  

the h i s t o r y  of the count ry ,  who u n d e r s t a n d  the l anguages  and the a s p i r a -  

t ions  and the r e l i g i o n s  of those  c o u n t r i e s  ? Once in a whi le ,  y e s .  But 

be 
we can ' t  do i t .  We h a v e n ' t  got the peop le .  May  wetve got s o m e  tha t  

we could f ind i f  we looked  for  t hem.  But by and l a rge  we s t r e s s  at  

a id  
home the f i n a n c i a l  s ide  of f o r e ign  ~m~lm--how much .  And in  the f i e ld  

t ak ing  p a p e r s  
we stress administration--~ from the incoming basket and put 

t h em 
ik  in the outgoing baske t ,  and doing i t  e f f i c i en t ly .  

And when we s ay  "aud i t "  we u s u a l l y  m e a n  a bookkeeping  audi t .  

T h a t ' s  one th ing  tha t  the D r a p e r  C o m m i t t e e  did s t r e s s .  I hope you 

people  have r e a d  the D r a p e r  r e p o r t .  If not,  you should .  The D r a p e r  

Repor t  s ays ,  among  o the r  th ings ,  tha t  i t  should  be eva lua t ion  t e a m s ,  
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and  tha t  these  eva lua t ion  t e a m s  should  not  c o n c e n t r a t e  on the account= 

ing  a spec t s •  the aud i t ing  a s p e c t s  • but they  should  c o n c e n t r a t e  on the 
p a r t s  of the  

ob j ec t i ve s  of the p r o g r a m .  ItVs one of the  f e w / r e p o r t s  tha t  r e a l l y  
of any  of t h e s e  r e p o r t s .  

m a k e s  sense~ But t h a t l s  the p a r t  tha t  the p r e s s  didnt t  even  p lay  up. 

P a t  E m e r s o n  should  have no t i ced  it ,  b e c a u s e  the r e p o r t  was  so p o o r l y  

w r i t t e n  i t  was  tucked  way in the bo t tom.  

Now, in  p r a c t i c e  we a r e  not  doing what  we s a y  we t r e  doing in 

t h e o r y .  In t h e o r y  we s a y  w e l r e  t r e a t i n g  e v e r y b o d y  a l ike ;  t ha t  we want  

to be n ice  people  to e v e r y b o d y .  In fac t  we have nega t ed  tha t  in  the t r a d e  

f ie ld .  In the f o r e i g n  a id  f ie ld j  whe re  we have to d i s c r i m i n a t e ,  we 

dontt  know how to d i s c r i m i n a t e .  I v i s i t e d  s o m e  of the c o u n t r i e s  tha t  

w e r e  g iven f o r e i g n  a id .  I e x a m i n e d  the p r o g r a m s .  I did i t  fo r  the 

Senate  C o m m i t t e e  in  1956. And I m u s t  say j  I lm v e r y  s y m p a t h e t i c  wi th  

the p e r s o n n e l  in the  f ie ld .  They  have t e r r i f i c  odds tha t  t h e y l r e  work ing  
s h o u l d e r  

aga ins t ,  b e c a u s e  they tve  got C o n g r e s s  looking ove r  t h e i r  ~ e v e r y  

t i m e  they  spend  a n i c k e l - - t I W h a t  did you spend  tha t  for  ? Dontt  do i t  

a g a i n . "  If we could get  our  m a t e r i e l  to our  f o r c e s  in  the f i e ld  in  

s o m e t h i n g  l e s s  than  s ix  m o n t h s  a f t e r  the m o n e y  i s  app rop r i a t ed •  i t t l l  

be a m i r a c l e .  You know what I tm t a lk ing  about .  It has  t aken  e igh t  

mon ths  to get  tha t  m a t e r i e l  a f t e r  the a p p r o p r i a t i o n  has  been  m a d e .  

Now, the t h i r d  point  i s  the i n t e r n a t i o n a l  e c o n o m i c  pos i t i on  of 

the Uni ted  S t a t e s .  Right  a f t e r  the war  we had the do l l a r  s h o r t a g e .  

Many  e c o n o m i s t s ,  in  fac t  even  m y s e l f  upon occas ion ,  I am s o r r y  to 

say ,  a s s u m e d  tha t  the d o l l a r  s h o r t a g e  was  s o m e t h i n g  p e r m a n e n t ;  tha t  
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the world was going to be short of dollars forever because American 

goods were so wanted in the world and they did not have the produc~ve 

facilities; it was just in the nature of things that the dollar would be 

short. 

In 1947, when the Marshall Plan was established, the purpose 

was to restore the viability to the economies of Western Europe. It 

looked like a hopeless job for a while. In 1950 the Korean episode had 

broken out, and foreign aid took a military complexion, which it has 

had ever since. And finally we wake up some morning in 1958 and 

we find out that therels no more dollar shortage. Oh horrorsl I1m 

out of business. The dollar shortage has been convertdd to a dollar 

surplus. 

Our exports are diminishing relative to our imports, although 

theytre still considerably larger in absolute terms. Compared with 1955, 

the situation is not too bad, because in 195G and 157, because of the 

Suez crisis, our exports were abnormally high. 

But we are losing gold. Three billion dollars of £t welve lost. 

We should praise God and thank him that we are finally losing the gold, 

because one of the problems has been that we~ve had all of the gold of 

the world--not all of it, but most of it--buried at Fort Knox and not 

knowing what to do with it. Now we are beginning to distribute it. 

The European economies are building up their reserves. I havenWt 

even mentioned the European Common Market--I havenlt had time to-= 

but Europe is looking upward, gentlemen. 
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E u r o p e  i s  f i n a l l y  on the  v e r g e  of l i b e r a l i z i n g  the  t r a d e  a m o n g  

i t s e l f .  I t  l o o k s  a s  t h o u g h  the  g r o s s  n a t i o n a l  p r o d u c t  of W e s t e r n  E u r o p e ,  

w h i c h  a t  the  p r e s e n t  t i m e  of t he  s i x  c o u n t r i e s  I t m  t a l k i n g  abou t  i s  o n e -  

h a l f  t h a t  of o u r s ,  l e s s  t h a n  tha t ,  w i l l  double  in  the  n e x t  t en  y e a r s - -  

I t h i n k  t h a t ' s  v e r y  p o s s i b l e ,  v e r y  p r o b a b l e ,  u n l e s s  s o m e t h i n g  h a p p e n s  

poLi t i ca l ly ,  a n o t h e r  w a r  or  s o m e t h i n g  l ike  t h a t , - - i t  l ooks  to m e  a s  t h o u g h  

the  p e n d u l u m  i s  m o v i n g .  

The t r o u b l e  i s ,  when  the  p e n d u l u m  s t a r t s  to m o v e ,  the  u n t r a i n e d  

e c o n o m i s t s  a n d  the  peop l e  g e n e r a l l y  t h i n k  i t ' s  go ing  to  c o n t i n u e  g o i n g  

t h a t  w a y  f o r e v e r .  W h e n  we h a d  the d o l l a r  s h o r t a g e ,  we a s s u m e d  i t  

w a s  g o i n g  to c o n t i n u e  a d o l l a r  s h o r t a g e .  Now i t ' s  m o v i n g  the  o t h e r  w a y  

and  p e o p l e  a r e  s c a r e d  b e c a u s e  w e ' r e  g o i n g  to l o s e  a l l  of  o u r  go ld .  

" W e ' r e  p r i c i n g  o u r s e l v e s  out  of w o r l d  m a r k e t s . "  I t h i n k  t h e r e  i s  a d a n -  

g e r  t h a t  we a r e  do ing  t h a t  in  s o m e  f i e l d s ,  bu t  not  b e c a u s e  of the  m o v e -  

m e n t  of go ld .  I t ' s  p r i m a r i ~ y  b e c a u s e  o u r  e x p o r t  i n d u s t r i e s  a r e  a s l e e p  

a t  the  s w i t c h .  W e ' r e  pu t t i ng  out  s h o d d y  m e r c h a n d i s e  in  s o m e  c a s e s .  

We s h o u l d  c o n c e n t r a t e  m o r e  on qu~flity and  s a l e s  m e t h o d s  and  g ive  

pe op l e  m o r e  fo r  t h e i r  m o n e y .  

But  the  f a c t  t h a t  we a r e  l o s i n g  the  gold ,  the  f ac t  t h a t  we now have  

a d o l l a r  s u r p l u s  i n s t e a d  of a d o l l a r  s h o r t a g e ,  i s  to be put  on the  a s s e t  

s i de  of the  l e d g e r  r a t h e r  t h a n  the  LiabiLity s i d e  of the  l e d g e r .  I hope  

t h a t  i n  the  q u e s t i o n  p e r i o d  and  in  s o m e  of the  g r o u p  d i s c u s s i o n s  t h a t  

y o u ' l l  ge t  off  on t h e s e  q u e s t i o n s  and  I ' l l  g ive  you  m o r e  d e t a i l s  t h a n  I 
a l m o s t  

have  t i m e  to g ive  you  now.  But  the  t i m e  i s /up ,  t h e r e  a r e  o n l y  two r a i n -  
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u t e s  t h a t  r e m a i n ,  and  IVd j u s t  l i ke  to f ace  the  c h a l l e n g e  o r  b r i n g  to 

you  the  c h a l l e n g e  tha t ,  i t  s e e m s  to m e ,  c o n f r o n t s  u s .  

I t  wou ld  be e a s y  to  s a y ,  " I t ' s  f o r e i g n  t r a d e . "  

, a n t  a n y  m o r e .  Why s h o u l d  we s t i m u l a t e  i m p o r t s  ? 

a d o l l a r  s h o r t a g e .  The  b a l a n c e  i s  h e r e .  Yes ,  

bu t  a t  wha t  l e v e l .  ~ 

M o s t  of you  have  b e e n  in  J a p a n ,  I t ake  i t .  You c e r t a i n l y  know 

J a p a n .  J a p a n  i s  i m p o r t a n t  to u s .  If  we l o s e  J a p a n  in  the  O r i e n t ,  we 

m i g h t  j u s t  a s  w e l l  f o r g e t  the  Padi~-ic. I d o n ' t  t h i n k  t h a t ' s  an  o v e r s t a t e -  

m e n t .  I pu t  t h a t  s e n t e n c e  in  the  H a n n a  R e p o r t  in  1956 and  i t  w a s  t a k e n  

out  b y  e i t h e r  the  D e f e n s e  peop l e  o r  the  S ta t e  D e p a r t m e n t  as  c l a s s i f i e d  

But  i t ' s  not  i m p o r -  

T h e r e ' s  no l o n g e r  

the  b a l a n c e  i s  h e r e ,  

S o u t h e a s t  A s i a  i s  a l o g i c a l  m a r k e t ,  bu t  

Corn-  

m u n i s t  C h i n a  i s  an  i n c r e a s i n g  m a r k e t ,  bu t  one t h a t  we d o n ' t  wan t  h e r  

to have  i f  we c a n  he lp  i t .  W e ' d  f a r  r a t h e r  s h e  would  t r a d e  e l s e w h e r e .  

She cou ld  t r a d e  w i th  R u s s i a ,  bu t  t h e r e ' s  not  m u c h  t r a d e  p o t e n t i a l  

t h e r e ,  and  not  m u c h  l i fe  e i t h e r ,  I m e a n ,  not  m u c h  love  l o s t  b e t w e e n  

the  two .  The  l o g i c a l  p l a c e  fo r  J a p a n  to  t r a d e  fo r  the  n e x t  decade  i s  

in  the  W e s t .  T h a t  m e a n s  the  U n i t e d  S t a t e s ,  W e s t e r n  E u r o p e ,  and  

South  A m e r i c a .  

And  t h a t  m e a n s  t h a t  we m u s t  go out  of o u r  way,  in  ou r  own s e l f -  

i n t e r e s t - - I ' m  not  t a l k i n g  abou t  h e r  i n t e r e s t ;  I ' m  t a l k i n g  about  ou r  

i n t e r e s t .  I t  s e e m s  to m e  t h a t  i t ' s  i n  o u r  i n t e r e s t  t ha t  J a p a n  be  h e l d  
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J a p a n  n e e d s  m a r k e t s .  

i t  h a s  no p u r c h a s i n g  p o w e r ,  not  to the  d e g r e e  t h a t  J a p a n  n e e d s .  



in  the f a m i l y  of f r ee  na t ions ,  m i l i t a r i l y ,  s t r a t e g i c a l l y ,  po l i t i ca l ly ,  

p s y c h o l o g i c a l l y .  And tha t  m e a n s  p r i m a r i l y  an economic  cha l l enge .  

Now, I should  th ink that ,  i n a s m u c h  as i t  would be di f f icul t  to 

open our  doors  to J apanese  t r a d e  because  of these  p o l i t i c a l  r e a l i t i e s  

I have a l luded  to, we should  t r y  to th ink  up s o m e  new f o r m u l a .  Does  

tha t  m a k e  s ense  ? And t h e r e  a r e  f o r m u l a s  tha t  have been  p r o p o s e d .  

One i s  ~ r . ~ , , ~ ~ e , a , r r ~  the A d j u s t m e n t  A s s i s t a n c e  
T h e r e  have been  i n t r o d u c e d  

P r o g r a m .  - ~ t . ~ K  s e v e r a l  b i l l s  in  C o n g r e s s ,  both in the 

Senate  and the I-louse, to do jus t  t h i s .  But t hey  c a n ' t  even  get  to the 

s tage  of c o m m i t t e e  hea r ing ,  the loca l  p r e s s e s  a r e  so g r e a t  aga in s t  i t .  

An Ad jus tmen t  A s s i s t a n c e  P r o g r a m  would s ay  th i s :  tha t  in  those  

c a s e s  where  i t  n e c e s s a r y  to r e m o v e  o r  r educe  t n r i f f s  in  the na t i ona l  

i n t e r e s t ,  in o r d e r  to a l low some  goods to come in, we would, i f  any 

d o m e s t i c  i n t e r e s t s  a r e  i n j u r e d  as  a r e s u l t  of t h a t - - t h e r e ' s  a t ak ing  away 

of a s p e c i a l  p r i v i l e g e  tha t  we gave y e a r s  ago.  Nobody has  a r i g h t  to 

a t a r i f f .  I t ' s  a s p e c i a l  p r i v i l e g e .  Now, i f  the G o v e r n m e n t  wants  to 

go in and take i t  back,  tha t  s p e c i a l  p r i v i l ege ,  i t ' s  going to hu r t  somebody;  

s u r e .  But why not  do s o m e t h i n g  to sof ten  the h u r t ?  If anybody i s  

t h rown  out of work ,  why not  give h im a bi t  of u n e m p l o y m e n t  compensa t i on ,  

m a y b e ?  If t h e y ' r e  young people ,  pay  them,  l ike we do the G . I .  

unde r  the Bi l l  of Rights .  If  i t ' s  cap i ta l ,  give t h e m  some  t e c h n i c a l  

a s s i s t a n c e ,  l ike we do these  fo r e ign  c o u n t r i e s .  

I t  i s  pos s ib l e ,  wi thout  going in to  a s y s t e m  of s t a te  s o c i a l i s m ,  

or  a huge b u r e a u c r a c y ,  to sof ten  the blow. I t ' s  a l og i ca l  th ing .  I t ts  
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the  A m e r i c a n  way .  When you see  a guy in  the gu t t e r ,  you give h im a 

hand and pick him up. 

Or,  i f  we don ' t  want  to do t h a t - - a n d  i t  has  been  c a l l e d  u n - A m e r i c a n ;  

i t ' s  been  c a l l e d  s o c i a l i s m  by  Sena to r  1V~illik~n--maybe we should  th ink  

of some  o the r  s y s t e m .  Suppose we sa t  down, A m e r i c a n  ~ u s i n e s s m e n  

and J a p a n e s e  b u s i n e s s m e n ,  and a g r e e d :  "We wi l l  a l low you to send  in  
o u r  

X quan t i ty  of a u t o m o b i l e s  into th i s  c o u n t r y  w i t h l a s s u r a n c e  tha t  we wi l l  

not do anyth ing ,  r a i s e  a f i nge r ,  to keep  t h e m  out • wi th in  l i m i t s . "  

A s y s t e m  of t a r i f f  quotas ,  i f  you wi l l .  Not abso lu te  quotas ,  but t a r i f f  

quotas .  "A c e r t a i n  amoun t  of our  m a r k e t  i s  open to y o u - - f r e e  a c c e s s . "  

Tha t  m i g h t  induce  the J a p a n e s e  to spend  some  m o n e y  on a d v e r t i s i n g ,  

m a r k e t i n g ,  s e r v i c i n g ,  which  t h e y  c a n ' t  do now. If  t h e y  do, w e ' l l  u se  

the e s c a p e  c l ause  to keep t h e m  out.  So t h e r e f o r e  t h e y  c o n c e n t r a t e  on 

p r i c e  compe t i t i on  on th ings  l ike  t e x t i l e s  and po t t e ry ,  wi th  the r e s u l t  

tha t  t h e y  u n n e r v e  us  p o l i t i c a l l y .  

T h e r e  a r e  any  n u m b e r  of s o l u t i o n s .  We m i g h t  have some  a g r e e -  

m e n t s  wi th  t h e m  wi th  r e g a r d  to f a i r  l abo r  s t a n d a r d s ,  ;hours  of work,  

ch i ld  l abor ,  tha t  s o r t  of th ing .  We have done a l i t t l e  b i t  a long tha t  

l ine ,  I wi l l  admi t ,  but no t too m u c h .  

The f i r s t  th ing  i s  to u n d e r s t a n d  the p r o b l e m .  So m y  ques t ion  to 

you ~ the cha l l enge ,  i s  to b r i n g  to the A m e r i c a n  people  an a w a r e n e s s  

of the i m p o r t a n c e  of i n t e r n a t i o n a l  e c o n o m i c  b e h a v i o r  and p o l i c y  as  a 

o 
weapon in  the cold  w a r  in a n a r r o w  s e n s e ,  ~as an  i n s t r u m e n t  of na t i ona l  

i n t e r e s t .  
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We can talk about guns. You people know all about guns. You 

know alLabout military hardwar~ and all the rest of that. But mark 
the 

you my words,/people in the uncommitted areas of the world are much 

more hurt by economic performance than they are by guns. And I 

think most of you people would agree with me on that. 

The two go together. The economic and the military go together 

to form the political. And our posture has to be a uniform posture, 

based upon those three main underpinnings. We mustn't rely upon 

military power alone, if for no other reason than that as Americans 

we're not able to be militaristic. We're not a militaristic country 

in the old traditional sense. 

Politics without economics is an empty she11. And the people 

who need the training are not the run-of-the-mill people. You can't 

make economists out of everybody, thank God. You don't want to try. 

But we could do an awful lot back in the sticks to help train the leaders. 

One thing I was saying in the car coming in this morning was this: 

We have counterpart funds all over the world building up through our 

surplus-disposal program in local currencies that we don't know what 

to do with. Maybe we could subsidize some travel for the banker back 

in Keokuk, Iowa, to let him see for himself what is happening in the 

rest of the world. The Chinese say "One picture is worth a thousand 

words." One quick trip to the Orient is worth a thousand pictures. 

There's no substitute for that. Americans must understand the world 

situation, I think, at the leadership level. 
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I ' v e  t a l k e d  too  long .  

C O L .  REID:  G e n t l e m e n ,  

t ha t  you  m i g h t  h a v e .  

QUESTION:  D r .  P i q u e t ,  
t h a t  we ge t  in to  w i t h  

I ' m  s o r r y .  

D r .  P i q u e t  i s  r e a d y  fo r  a n y  q u e s t i o n s  

you  m a d e  m e n t i o n  of the  p r o b l e m  l i n t  

Canada on the oil restriction. ]Do you think that this kind 

of problem would be at all alleviated if we had a more formal mechanism 

within the Government for reaching a decision on these types of problems ? 

DR. PIQUET: Oh, yes. Sure. I thinkthat'sthe problem. We've 

got a big democracy, as Paul Appleby calls it, a very big democracy, 

very disjointed. I think any mechanism that we could do to arrive at 

a concept of national interests is all to the good. We have at the National 

Security Council, presumably. 

But how do you get people to think? How do you find time to 

think in Government? ~¥ou're too busy doing unimportant things. You've 

got to  t ake  c a r e  of a l l  the  m e c h a n i c s - - e f f i c i e n c y  r a t i n g s ,  a n n u a l  l e a v e ,  

s i c k  l e a v e .  I w a s  n e v e r  so  h a p p y  a s  w h e n  I l e f t  the  c h i e f s h i p  of the  

E c o n o m i c s  D i v i s i o n  of the  T a r i f f  C o m m i s s i o n  and  b e c a m e  an  a d v i s o r  

to  C o n g r e s s .  But  fo r  two o r  t h r e e  m o n t h s  I w a s  l o s t .  The  t e l e p h o n e  

T h e y  
d i d n ' t  e v e n  r i n g .  ~ d i d n ' t  know w h e r e  I w a s .  No a d m i n i s t r a t i o n .  

Nobody  to s u p e r v i s e .  I a c t u a l l y  did  s o m e  t h i n k i n g  f o r  a wh i l e  and  I 

d o n ' t  t h ink  I ' l l  e v e r  go b a c k  to  the  h a r n e s s  of a downtown a d m i n i s t r a t i V ~  

d e p a r t m e n t .  

But  the  a n s w e r  to y o u r  q u e s t i o n  i s ,  Y e s .  

Q U E S T I O N :  M y  q u e s t i o n  l i e s  a l i t t l e  a l o n g  the  s a m e  l i n e .  You 
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poin ted  out t oward  the end of your  t a lk  tha t  t he r e  w e r e  a lot  of t h ings  

tha t  could be done; tha t  a s l i g h t  l o w e r i n g  of t a r i f f  would e n c o u r a g e ,  for  

example ,  J a p a n e s e  t r a d e .  You a l so  poin ted  out tha t  p o l i t i c a l l y  t h e s e  

p r o p o s i t i o n s  h a v e n ' t  even  got ten to c o m m i t t e e  and d idn ' t  look ,like t h e r e  

was  m u c h  chance  of t h e i r  ge t t ing  t h e r e .  My ques t ion  i s ,  What  can  

the people  in  G o v e r n m e n t  o r  in  the c o u n t r y  as  a whole0aiH who do happen 

to u n d e r s t a n d  the i m p o r t a n c e  of th i s  thing,  1 8 ~  do to p o l i t i c a l l y  

get  th i s  th ing  a l o n g ?  F o r  example°  you m e n t i o n e d  send ing  a Keokuk 

b a n k e r  to Japan,  but I doubt v e r y  m u c h  i f  C o n g r e s s  would a p p r o p r i a t e  

the m o n e y  for  i t .  

DR. PIQUET:  So do I.  

QUESTION: What  can be done f r o m  a r e a l i s t i c  p o l i t i c a l  point  

of v iew ? 

DR. PIQUET:  Oh, I do ge t  the q u e s t i o n - - b e c a u s e  I do adv i s e  

C o n g r e s s - - t h a t ' s  m y  j o b - - b u t  w h a t ' s  the a n s w e r  to a l l  t h e s e  q u e s t i o n s ?  

I a l w a y s  come back  and say ,  " I f  I knew the answer~,  I wou ldn ' t  be 

h e r e .  IId be s o m e w h e r e  in a m o r e  i m p o r t a n t  p o s i t i o n . "  

l i t t l e  
I don ' t  know what  we can do. I do m y / s h a r e  the b e s t  I see  i t .  

But  c e r t a i n l y  you cou ldn ' t  hold an  a d v i s e r  to C o n g r e s s  r e s p o n s i b l e  for  

C o n g r e s s .  T h a t ' s  obvious .  

I don ' t  know what  we can do o the r  than  to t r y  to vote  the r i g h t  way,  

do the r i g h t  thing,  in f luence  w h e r e v e r  we can.  To me  i t ' s  a pa infu l  

thought  tha t  h e r e  we a r e  l ike  a g ian t  in G u l l i v e r ' s  T r a v e l s ,  wi th  the 

po ten t i a l  power  to l ead  the wor ld ;  and ye t  the m o s t  obvious i n s t r u m e n t s  
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we don ' t  s e e m  to u s e .  

If you want  to h e a r  s o m e b o d y  e l s e  t a lk  t h i s  way  on ly  m o r e  so, 

ge t  Sena to r  F u l l b r i g h t  to come h e r e  some  day and t a lk  to you.  Maybe  

he h a s .  You wi l l  f ind tha t  he f ee l s  v e r y  s t r o n g l y  on t h e s e  ques t ions ,  

and h e ' s  a Sena to r .  T h e r e  a r e n ' t  m a n y  people  in  the  C o n g r e s s  who 

a r e  t r a i n e d  a n a l y s t s  on those  th ings  tha t  have  to do wi th  the na t i ona l  

i n t e r e s t .  Why should  t h e y  be?  T h e y ' r e  the r e p r e s e n t a t i v e s  of the peop le .  

And even  t h o u g h - - I  can  s a y  th i s  in  a l l  t r u t h f u l n e s s - - I  th ink  the a v e r a g e  

m e m b e r  of C o n g r e s s  i s  way  ahead  of h i s  cons t i t uen t s  in  th inking ,  he 

s t i l l  i s n ' t  f a r  enough ahead,  and the c o n s t i t u e n t s  a r e n ' t  b rough t  up. 

T h e r e  a r e  v e r y  few m e n  in C o n g r e s s  tha t  I know who wi l l  go out 

of t h e i r  way  to vote a g a i n s t  t h e i r  c o n s t i t u e n t s '  i n t e r e s t s .  Do you know 

of a n y ?  And I don ' t  th ink  t h e y  should .  It  would be l ike e x p e c t i n g  a 
Held 

hyena  to be a gen t le  a n i m a l .  ~ 1  no l onge r  be a hyena .  

The s e t t i n g  h e r e  of the  p r o b l e m  i s  s o c i a l .  We 've  got t he se  

c o u n t e r p a r t  funds tha t  I m e n t i o n e d  b e f o r e .  W e ' r e  not  u s i n g  t h e m  in 

any  i n t e l l i g e n t  u s e .  You watch .  Some day,  i f  I tm not  wrong,  t h e r e ' l l  

be a n o t h e r  man  wi th  the economic  m e n t a l i t y  of Ca lv in  Cool idge who 

wi l l  come a long  and say :  "Wel l ,  t h e y ~ k k  h i r e d  the  money ,  d idn ' t  t h e y ? "  

and t r y  to co l l ec t  t he se  c o u n t e r p a r t  funds in  d o l l a r s .  And then i t ' l l  

be ju s t  too bad.  I t  would be b e t t e r  to th row t h e m  in the ocean  than  to 

t r y  to co l l ec t  t h e m .  T h a t ' s  the l a s t  th ing  we ought  to do. 

But to use  t hem i n t e l l i g e n t l y  in  the c o u n t r i e s ,  and to use  t hem 

i n t e l l i g e n t l y  for  t r a v e l ,  I th ink,  would be a v e r y  use fu l  th ing .  I would 
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l ike  to s ee  a p r o g r a m  to do the c o u n t e r p a r t  of what  w e ' r e  doing for  

our  J a p a n e s e  f r i e n d s  now. I do quite  a lot  of t a l k ing  down at  the A m e r -  

i c a n  Counc i l  fo r  Educa t ion  to the J a p a n e s e  b u s i n e s s m e n  who come ove r  

h e r e  unde r  the a u s p i c e s  of our  p r o d u c t i v i t y  p r o g r a m .  We have a lot  

of J a p a n e s e  coming  ove r  h e r e .  

d i f f e r en t  
~tK g roups  and i n d u s t r y  l e a d e r s .  

T h e y  spend  about  s ix  weeks  at  a t imep 

They  t a lk  to our  i n d u s t r y  peop le .  
t hey  our  

Then]come  to Wash ing ton  and they  get  a l i t t l e  i n d o c t r i n a t i o n  o n ] A m e r i c a n  

d e m o c r a c y ,  wi th  the e m p h a s i s  on a f r e e  s y s t e m .  The e m b a r r a s s i n g  

t i m e  c o m e s  when they  am a ques t ion  l ike,  "Why  don ' t  you do t h i s ?  Why 

don ' t  you do tha t  ? Why don ' t  you do tha t  o the r  t h i n g ? "  I t ' s  d i f f icu l t  

to exp la in  to t hem our  p o l i t i c a l  p r o c e s s ~  and our  p o l i t i c a l  s y s t e m .  

I th ink  what  we need  now i s  a p r o d u c t i v i t y  exchange  of A m e r i c a n s  

going ab road .  I th ink  t h a t ' s  e v e r y  bi t  as  i m p o r t a n t ,  i f  not m o r e  i m p o r -  

tant ,  than  to have the J a p a n e s e  and o the r  people  come ove r  h e r e ,  b e c a u s e  

we can l e a r n  an awful  lot by  looking at  the wor ld .  I t h ink  t h a t ' s  the 
to be 

c o n c r e t e  th ing  ~ push ing  fo r .  But how do you push  for  i t ?  

I can  t a lk  you blue in  the f ace .  That  d o e s n ' t  do any  good. Be e l e c t e d  

to C o n g r e s s  and do a b e t t e r  job.  

I c a n ' t  a n s w e r  you r  ques t ion .  

QUESTION: You m e n t i o n e d  tha t  in  dropping  the t a r i f f  the i m p a c t ,  

as  you f i g u r e d  i t  out, on th i s  c o u n t r y  would be i m p e r c e p t i b l e .  What  

would be r e a c t i o n  th roughout  the wor ld  i f  we dropped a l l  of our  t a r i f f  

b a r r i e r s  ? I am th ink ing  p a r t i c u l a r l y  tha t  we have to p e r m i t  e v e r y b o d y  

to compe te .  ~rnat  would J~e the  i m p a c t  of our  a g r i c u l t u r a l  p r o d u c t s  on 
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the s i t ua t i on  ? 

DR.  P IQUET:  I was  a f r a i d  of tha t  ques t ion .  I ' m  l ike kqu 'ush-  

chev .  I don ' t  have an a n s w e r  qu ick ly  tha t  I can  fool  you with.  

I don ' t  know how we would so lve  the a g r i c u l t u r a l  p r o b l e m .  You 

know, a l i t t l e  p r o b l e m  ge ts  b i g g e r  and b igge r ,  l ike c a n c e r ,  un t i l  i t  

r e a c h e s  the point  where  the so lu t ion  s e e m  a l m o s t  i m p o s s i b l e .  W e ' r e  
a y e a r  

spend ing  r i g h t  now one b i l l ion  d o l l a r s / o f  A m e r i c a n  t a x p a y e r s '  m o n e y  

s i m p l y  to s t o r e  our  s u r p l u s  a g r i c u l t u r a l  p r o d u c t s .  Wheat  a lone i s  

c o s t i n g  a m i l l i o n  d o l l a r s  a day  jus t  to s t o r e .  We 've  been  not  b l e s s e d ,  

I suppose ,  but damned  by good w e a t h e r  for  the l a s t  twen ty  ~ e a r s  for  

r a i s i n g  our  c rops ,  a s  wel l  a s  by  our  suppor t  p r o g r a m s .  
It  has  been  

so much  e a s i e r ,  r i g h t  f r o m  the b e g i n n i n g - - a n d ,  of 

c o u r s e ,  i t  b e c o m e s  c o n s e c u t i v e l y  e a s i e r  and e a s i e r - - s i m p l y  to dip 

into the t a x p a y e r ' s  pocke t  and suppor t  a g r i c u l t u r e  by benef i t  p a y m e n t s  

of one k ind or  ano the r ,  than  to t r y  to i n t r o d u c e  s o m e  t h e r a p e u t i c  

m e a s u r e s  to cu re  the p r o b l e m .  ~Ve a r e  p r o d u c i n g  m o r e  food now with  

l e s s  l abo r  than  we e v e r  did b e f o r e .  We a r e  a l so  p roduc ing  m o r e  i n d u s -  

t r i a l  p roduc t s  wi th  l e s s  l abo r  than  e v e r  b e f o r e .  I t  i s n ' t  a s i m p l e  m a t t e r  

of t e l l i ng  the f a r m e r s  to go f ind a p lace  in  i n d u s t r y .  T h e r e ' s  no p lace  

in  i n d u s t r y  for  t hem e i t h e r .  The p r o b l e m  is  one of t e c h n o l o g i c a l  

u n e m p l o y m e n t ,  and i t ' s  ge t t ing  m o r e  and :more  s e v e r e  wi th  the i n t r o -  

duct ion of e l e c t r o n i c s  and au toma t ion .  

How do we, in  a f r ee  coun t ry ,  u n d e r  d e m o c r a t i c  p r o c e d u r e s  of 

r e p r e s e n t a t i v e  g o v e r n m e n t ,  take  c a r e  of th i s  p r o b l e m  of i n c r e a s i n g  
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production, increasing production capacity, with fewer people working? 

How do we spread the leisure ? What do we do about the distribution 

of wealth and income ? And if you decide what we should do, how 

do we do it ? 

We have done it through instalment credit. Our gross national 

product in the last ten years has grown something in terms of constant 

dollars like 38 or 40 percent. 

iod has increased 179 percent. 

Our instalment credit in the same per- 

In 1958 we had a slight setback, because 

people  were  not  expanding,  

i n s t a l m e n t  c r e d i t  b e s a n  to go down. 

How long can we keep i t  up?  

and for  the f i r s t  t ime  o t r rou t s t and ing  

Now i t ' s  up aga in .  

I don ' t  want  to be a p rophe t  of 

doom; but unless we continue inflation, there is going to be a technical 

setback. How serious that will be who knows ? And when Professor 

Sumner Sli~hter, who is certainly a respected economist in the United 

States, from Harvard, says that two percent inflation a year is nothing 

to worry about, I think he's all wrong. I think two percent inflation 

a year is a very, very serious problem. In the course of ten years 

that's a substantial erosion of our savings. 

How you solve these surplus problems, and if you had free trade, 

it would aggravate it--you're quite right--though it wouldn't aggravate 

the agricultural one particularly. It would be mostly domestic. It 

would aggravate certain ones. The Commandant was talking to me 

during the break about the importance of import competition in certain 

industries. It's getting more severe; that's true. And not only because 
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of i m p o r t  compet i t ion ,  but  a l s o  b e c a u s e  of f o r e i g n  i n v e s t m e n t .  We 
p r i v a t e  

have been  t r y i n g  our  d a r n d e s t  to i n c r e a s e / f o r e i g n  i n v e s t m e n t  in  the 

l a s t  few y e a r s .  ~ d  now i t ' s  i n c r e a s e d .  And the m a c h i n e  tool  i n d u s t r y  
t r a c t o r  

• and the ~ i n d u s t r y  a r e  s c a r e d  s t i f f  out in  W i s c o n s i n .  And the U . S .  

News came  out a few m o n t h s  ago wi th  a b ig  i s s u e - - m a y b e  you saw i t - -  

s a y i n g  tha t  w e ' r e  e x p o r t i n g  one m i l l i o n  jobs  away  f r o m  A m e r i c a n  w o r k e r s .  

T h e r e  i s  no way of s o f t e n i n g - - I  m e a n ,  t h e r e ' s  no way  of a v o i d i n g - -  

e conomic  a d j u s t m e n t s  wi th in  an economy,  w h e t h e r  i t ' s  t h rough  i m p o r t s  

o r  e x p o r t s .  My  t h e s i s  was,  and s t i l l  i s ,  tha t  the e c o n o m y  is  so l a r g e  

tha t  in to ta l  those  a d j u s t m e n t s  a r e  not  as  g r e a t  as  we th ink  t hey  a r e .  

But  to the people  who a r e  invo lved  t hey  a r e  v e r y  s e r i o u s .  

The s t e e l  i n d u s t r y ,  for  i n s t a n c e ,  was  r a i s e d  as  an i l l u s t r a t i o n .  

Thei: big s t e e l  c o m p a n i e s  a r e  e x p o r t - m i n d e d .  They  don ' t  w o r r y  about  

i m p o r t s .  The s m a l l  c o m p a n i e s  do. B a r b e d  w~:re i s  coming  in  now. 

L igh t  s t r u c t u r a l  s h a p e s  a r e  coming  in .  I t ' s  not  going to w r e c k  the 

s t e e !  i n d u s t r y .  And the phenomenon  of a Japan)~ u n d e r c u t t i n g  us  in  

a l l  l i ne s  s i m u l t a n e o u s l y  i s  r a t h e r  r i d i c u l o u s ,  b e c a u s e  t h e y ' r e  such  a 

s m a l l  e c o n o m y .  But t h e y  can r a i s e  an awful  lot  of he l l  wi th  us  in  

th i s  l ine  and tha t  l ine  and the o the r  l ine  and jumping  a round  f r o m  a r e a  

to  a~ea.  

The a d j u s t m e n t  has  to be m a d e .  That  i s  what  I was  s a y i n g  in  

m y  t a l k - - t h a t  we ought to th ink  m o r e  and m o r e  in  t e r m s  of a d j u s t m e n t  

m e c h a n i s m s  and l e s s  and l e s s  of t r y i n g  to s top t he se  e c o n o m i c  f o r c e s .  
not 

T r y  the homeopa th i c  a p p r o a c h  of work ing  wi th  e c o n o m i c s  and~agains t  i t .  
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out of 10, 
Yet 9 $ ~ x l ~ ,  i f  not  99 out of 100, G o v e r n m e n t  ac t i ons  with r e s p e c t  

to the r e g u l a t i o n  of b u s i n e s s  and wi th  the r e g u l a t i o n  of p r i v a t e  e n t e r -  

p r i s e  g e n e r a l l y  wheneve r  they  do any th ing  is  to t r y  to s top someth ing ,  

Subsidize  t h e m .  
Keep them in b u s i n e s s .  Don ' t  le t  t hem get  out of b u s i n e s s .  

It  would be f a r  b e t t e r  to subs id ize  a d j u s t m e n t s  than  to subs id i ze  p e r p e t -  

of 
ua t ion  ~ i ne f f i c i ency .  But in a g r i c u l t u r e ,  to put your  f inger  on the 

m o s t  d i f f icul t  of al l ,  i t ' s  got ten  so m u c h  out of hand tha t  I don ' t  

see  the so lu t ion .  Whe the r  we could ad jus t  in  a g r i c u l t u r e  i s  v e r y  doubt-  

ful; and p o l i t i c a l l y  i t ' s  a l m o s t  out of the ques t ion .  If I knew the a n s w e r  

to tha t  one, I wouldn ' t  be h e r e  e i t h e r .  

QUESTION: Dr .  P iquet ,  a g r e a t  m a n y  d o m e s t i c  p r o d u c e r s  of 

p roduc t ive  goods have r e c e n t l y  c o m p l a i n e d  tha t  they  cannot  compete  

aga in s t  i m p o r t s  f r o m  fo re ign  c o u n t r i e s  in the s a m e  c l a s s  of p r o d u c t s .  

I know tha t  a g r e a t  m a n y  of t hese  people  have been  seek ing  an a m e n d -  

m e n t  to the Buy A m e r i c a n  Act  t~,herein the d i f f e r e n t i a l  be tween  d o m e s t i c  

goods and fo r e ign  goods would be h ighe r .  Do you be l i eve  tha t  the act  

wi l l  be so  a m e n d e d ?  

DR. PIQUET:  

a sk ing  me  to m a k e .  

T h a t ' s  a v e r y  spec i f i c  f o r e c a s t  tha t  y o u ' r e  

Al l  I can s a y  i s  that  the t e m p e r  of C o n g r e s s  i s  

quite de f in i t e ly  in the p r o t e c t i o n i s t  d i r e c t i o n  g e n e r a l l y  speak ing .  

Whe the r  the Buy Axner ican  ~ c t  wi l l  be changed  I don ' t  know. Are  you 

r e f e r r i n g  p r i m a r i l y  to the e l e c t r i c  g e n e r a t o r  ques t ion  and t u r b i n e s  ? 

QUESTION: No. 

DR. PIQUET:  Because  t h a t ' s  where  the Buy A m e r i c a n  p r e s s u r e  
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has  been  coming  f r o m - - m o s t l y /  G e n e r a l  E l e c t r i c  and W e s t i n g h o u s e - -  
b ig  

on the g round  tha t  the t u r b i n e s  tha t  a r e  coming  in and the~e lec t r i c  

g e n e r a t o r  equ ipmen t  a r e  be ing  m a d e  t a i l o r  made ,  a r e  compe t ing  with 

that  a s p e c t  of t h e i r  i n d u s t r y .  Of cou r se ,  i f  you take  tha t  p a r t  of 

the i n d u s t r y  and r e l a t e  i t  to the to ta l ,  i t ' s  r a t h e r  a s m a l l  p e r c e n t a g e  

of the whole .  But they  a r e  w o r r i e d  now about  e l e c t r o n i c  goods coming  

in f r o m  Japan .  

I-:-~hink the s i m p l e  t r u t h  i s  tha t  the J a p a n e s e  a re  s ~ w i t h  

s o m e  goods r i gh t  now tha t  a r e  b e t t e r  than  we a r e  p roduc ing  o u r s e l v e s  

in tha t  f i e ld .  I saw a l i t t l e  r ad io  the o the r  day.  I t rs  a beau t i fu l  l i t t l e  

th ing .  You can ' t  get i t  in th i s  coun t ry .  A cous in  of m ine  b rough t  i t  in  

f r o m  Japan .  I t t s  that  big, has  four  l i t t l e  b a t t e r i e s  in i t .  I t t s  r e c h a r g e -  

able .  We can l t  do tha t  h e r e .  

Some of the G e r m a n  goods that  a r e  coming  in  now a r e  m u c h  b e t t e r  

made  than  o u r s .  The Pugeo t  au tomobi l e  f r o m  F r a n c e ,  fo r  ins tance ,  
A m e r i c a n  

I th ink is  f a r  b e t t e r  made  than  the a v e r a g e  ~ C h e v r o l e t  o r  F o r d .  

IIve had some  e x p e r i e n c e  wi th  C h e v r o l e t  and F o r d  both ,  I dontt  th ink  

we have the t echn iques  of put t ing out qua l i ty  m e r c h a n d i s e .  

Maybe our  a n s w e r  to th i s  p r o b l e m  is  tha t  in  the fo re ign  f ield,  

on the expor t  s ide ,  we should  be p roduc ing  b e t t e r  goods,  ~the 

G e r m a n s  in t h e i r  own f ield,  b e t t e r  qualx~ty controlp  b e t t e r  qua l i ty .  

As f a r  as  the Buy A m e r i c a n  Act  i s  conce rned ,  I th ink  i t ' s  a v e r y  

poor  way of going about  the p r o b l e m .  P s y c h o l o g i c a l l y  i t  l e aves  a bad 

f l avo r  in the mou ths  of o the r  c o u n t r i e s .  Whe the r  i t  wi l l  be a m e n d e d  
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or  not  I don ' t  know. I don ' t  t h ink  so .  I th ink  w e ' r e  m o r e  in  d a n g e r  

of s e t t i n g  up a s y s t e m  of i m p o r t  quotas  8 e n e r a l l y ,  and tha t  would be a 

v e r y  dange rous  th ing .  So the b e s t  I can  do i s  to s a y  tha t  the t e m p e r  of 

C o n g r e s s  i s  one of p r o t e c t i o n i s m  in sp i te  of the g~owing t r i bu t e  t h a t ' s  

pa id  to l i b e r a l  t r a d e .  The u n d e r c u r r e n t  m o v e m e n t  has  been  s t e a d i l y  in  

the oppos i te  d i r e c t i o n - - t o w a r d  avo id ing  i n j u r y - - t h a t  ph i losophy ,  that  

f r a m e  of mind,  tha t  has  to be c o r r e c t e d .  

QUESTION: You said that in this whole question, our foreign 

trade is not a very important factor--lO percent. But if we really took 

all the hnport and export quotas off and let the thing seek a laissez 

~aire level, don't you think that it would be important actually? 
i f fy  

DR. P IQUET:  You know, t h e s e ] q u e s t i o n s  a r e  a lways  d i f f icu l t .  

In th i s  book "Aid,  Trades  and the T a r i f f , "  tha t  I pub l i shed  in  1953, 
as  of 

I t r i e d  to cut  t ha t  Gord ian  knotp ~ 1953, and t h a t ' s  a l i t t l e  old 

now, I ' l l  admi t .  But I don ' t  th ink  i t ' s  much  d i f f e r en t .  I b rough t  up to 

date r e c e n t l y  some  of the La t i n  A m e r i c a n  p roduc t s ,  and i t  d idn ' t  s e e m  

m u c h  d i f f e r en t .  

The only  way  I know to go about i t  was  to a sk  the people  who w e r e  

e x p e r t s  in  the f ie ld .  You see ,  you c a n ' t  m e a s u r e  the he igh t  of t a r i f f s .  

If you m e a s u r e  the he igh t  of t a r i f f s  in  t e r m s  of m a t h e m a t i c a l  ad v a l o r e m  

equ iva l en t s ,  you a r e  in a l og i ca l  box, b e c a u s e  i f  we had our  t a r i f f s  
dut iab le  

h igh  enough, we would have n o ] i m p o r t s  coming  in  a t  a l l .  The ad v a l o r e m  

equ iva l en t  would be ze ro ,  and t h e r e f o r e  we would be on a f r ee  t r a d e  

b a s i s .  It  doe sn ' t  inake  s e n s e .  You c a n ' t  do i t  tha t  way.  M a t h e m a t i c a l l y  
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i t ' s  not  a ques t ion  of the he igh t  of the duty.  In some  i n d u s t r i e s  a 10 

p e r c e n t  duty can be m o r e  r e s t r i c t i v e  of i m p o r t s  than  a 20 p e r c e n t  or a 

25 p e r c e n t  duty in  s o m e  o the r  i n d u s t r y .  It  depends  on the amoun t  of 

pure  compe t i t i on  tha t  you have h e r e  and a b r o a d .  If i t ' s  an  i n d u s t r y  

m a r k e d  by a l a r g e  n u m b e r  of l i t t l e  c o m p a n i e s ,  l ike shoes ,  a 10 p e r c e n t  

r e d u c t i o n  to a 5 p e r c e n t  can  cause  a lot  of t r o u b l e .  ~ p e t r o l e u m , w h e r e  we 

have i n t e r n a t i o n a l  c o m p a n i e s  who a l l oca t e  be tween  c o u n t r i e s  and the 

dut ies  a r e  v e r y  u n i m p o r t a n t .  

So i t  i s n ' t  the m a t h e m a t i c a l  he igh t  of the  duty tha t  d e t e r m i n e s .  

You have to judge the r e s t r i c t i v e n e s s ;  and the b e s t  th ing  t h e r e ,  in  the 

a b s e n c e  of s c i e n t i f i c  ob jec t ive  me thods ,  i s  i n f o r m e d  j u d g m e n t s .  And 

t h a t ' s  what  I did.  Al l  t he se  i n f o r m e d  j u d g m e n t s  I put t o g e t h e r ,  and I 

found about 30 l i ne s  of p roduc t ion  in  tha t  y e a r  whe re  t h e r e  would be 

some  d i f f i cu l t i e s .  P e n  kn ives  was  one.  L e a t h e r  g loves  was a n o t h e r .  

M o s t l y  s m a l l  i n d u s t r i e s ,  not  count ing  a g r i c u l t u r e ,  b e c a u s e  in  a g r i c u l -  

t u re  you 've  got the b ig  p r o b l e m  of wool and s u g a r .  If we did a w a y  wi th  

the quota on suga r ,  I don ' t  know what  would happen.  We would s t i l l  
but , v e r y  

p roduce  some  s u g a r ,  ~ n o ¢  much ,  a l though t h e r e  has  been a big  

i n c r e a s e  in the e f f i c i e n c y  of our  bee t  s u g a r  p roduc t ion  in the c o u n t r y  

in the F a r  West ,  which  i s  a new f ac to r  in tha t  p i c t u r e .  

But, t ak ing  the i n d u s t r i a l  pa r t ,  we found tha t  the i n c r e a s e  in 

i m p o r t s  would not  be v e r y  g r e a t .  In fact ,  we e s t i m a t e d  at  t ha t  t i m e  

tha t  on a f r ee  t r a d e  b a s i s  p r o b a b l y  the i m p o r t s  would i n c r e a s e ,  oh, 

s o m e w h e r e  be tween  a b i l l ion  and two b i l l ion .  T h a t ' s  a 15-17 p e r c e n t  

39 



r e a l l y  
in  our  i m p o r t s ,  but  tha t  m o s t  of t hose  i m p o r t s  would not /ha~e a d i s -  

p l a c e m e n t  ef fect ;  tha t  the d i s p l a c e m e n t  e f fec t  would be the equ iva l en t  

r o u g h l y  of about  250, 000 jobs ,  and m o s t  of t hem ~would be in  t e x t i l e s .  

I th ink  t h a t ' s  the c l o s e s t  tha t  anybody has  come to m a k i n g  an 

e s t i m a t e .  In fact ,  nobody e l s e  m~de i t ,  and I f ind tha t  the  Randa l l  

C o m m i s s i o n  and o t h e r s  a r e  t ak ing  m y  e s t i m a t e s  a s  p r e t t y  m u c h  f a c t s .  

In the absence  of f ac t s ,  i n f o r m e d  judgmen t s  a r e  the b e s t  you 've  got .  

I don ' t  th ink  i t  would be m a j o r .  But who can t e l l ?  These  th ings  

do change .  And wi th  E u r o p e  doubling he r  p r o d u c t i v i t y  in  the  nex t  ten  

y e a r s ,  and wi th  Japan  i m p r o v i n g  i t s  e f f i c i ency ,  m a y b e  i t ' l l  be m o r e .  

But as  of now I don ' t  th ink  the r e s u l t  in  the  a g g r e g a t e  would be v e r y  

bad.  Of c o u r s e  those  250, 000 people  would be j u s t  as  hur t  as  i f  t hey  

w e r e  p a r t  of a l a r g e r  s t a t i s t i c .  I t  i s n ' t  the  a g g r e g a t e  tha t  d e t e r m i n e s  

the n a t u r e  of the so lu t ion  with  r e s p e c t  to those  who a r e  hu r t .  I don ' t  

th ink  we should  jus t  a l low f r e e  t r a d e  and le t  t he se  people  be hu r t .  

I don ' t  th ink  t h a t ' s  the A m e r i c a n  way .  I th ink  i t  should  be bo rne  by 

the publ ic  a s  a whole .  

You see ,  t h e r e  a r e  two ways  of going about  i t .  E i t h e r  we open 

our  m a r k e t s  and then  sof ten  the blow w h e r e  i t  h i t s ,  or  we s i t  down 

wi th  the J a p a n e s e  and our  o the r  c o m p e t i t o r s  and say :  "Now, w e ' r e  

going to r a t i o n a l i z e  t r a d e .  W e ' r e  going to  a l low so  m u c h  of t he se  p r o d -  

uc t s  to come in, and you a l low so m u c h  of our  p ~ o d u c t s . "  ~ d  do i t  

in  the f o r m  of a r e v i v e d  t r a d e  act ,  tha t  would give the P r e s i d e n t  o ther  

p o w e r s  in  addi t ion  to l ower ing  du t i e s .  
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