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MISSION ANDFUNCTIONS OF THE BUSINESS AND DEFENSE 
SERVICES ADMINISTRATION 

5 J a n u a r y  1960 

G E N E R A L  H O U S E M A N :  L a s t  O c t o b e r  G o v e r n o r  H o e g h  gave  us  a 
v e r y  c l e a r  u n d e r s t a n d i n g  of w h a t  the  O f f i c e  of C iv i l  and  D e f e n s e  M o b i l i -  
z a t i o n  d id  and  how t h e y  a c t e d .  He m e n t i o n e d  a t  the t i m e  tha t  t ha t  
o r g a n i z a t i o n  d e l e g a t e d  c e r t a i n  of t h e i r  a c t i v i t i e s  and  r e s p o n s i b i l i t i e s  to 
o t h e r  a g e n c i e s  of the G o v e r n m e n t .  

T h i s  m o r n i n g  we a r e  go ing  to h e a r  a d i s c u s s i o n  a b o u t  the  B u s i n e s s  
and  D e f e n s e  S e r v i c e s  A d m i n i s t r a t i o n .  T h i s  i s  one of the a c t i v i t i e s  w h i c h  
h a s  d e l e g a t e d  r e s p o n s i b i l i t i e s  and  f u n c t i o n s  in a s p e c i f i c  a r e a ,  a n d  p l a n s  
a n d  p r o g r a m s  as  i t  p e r t a i n s  to e c o n o m i c  and  c e r t a i n  b u s i n e s s  m o b i l i z a -  
t ion .  

I t  i s  a p p r o p r i a t e  tha t  the D i r e c t o r  of that  a c t i v i t y  be k n o w a b l e  in  
the a r e a  of b u s i n e s s  and  in  the  l a b y r i n t h  of G o v e r n m e n t  a g e n c i e s .  O u r  
s p e a k e r  t oday  i s  s u c h  an  i n d i v i d u a l .  M r .  H. H e r b e r t  H u g h e s  h a s  a n e w  
t i t l e .  He  i s  the  A c t i n g  A d m i n i s t r a t o r  of the B u s i n e s s  and  D e f e n s e  S e r v -  
i c e s  A d m i n i s t r a t i o n .  

We a r e  m o s t  h a p p y  to h a v e  y o u  wi th  us  th i s  m o r n i n g .  

MR. HUGHES:  T h a n k  y o u ,  G e n e r a l  H o u s e m a n .  

I a m  h a p p y  to be h e r e .  T h i s  i s  m y  f i r s t  a p p e a r a n c e  on  y o u r  r o s -  
t r u m  and  I c a n  a s s u r e  y o u  tha t  I a m  p r o u d  to h a v e  the o p p o r t u n i t y  to 
m e e t  wi th  th i s  g r o u p .  

I a m  a l s o  p l e a s e d  to be h e r e  b e c a u s e  o u r  o r g a n i z a t i o n - - a n d  G e n e r a l  
H o u s e m a n  i s  one  of  the  f ew  p e o p l e  who h a s  gone t h r o u g h  the  w h o l e  B u s i -  
n e s s  a n d  D e f e n s e  S e r v i c e s  A d m i n i s t r a t i o n  w i t h o u t  s t u m b l i n g  a l i t t l e  b i t  
on one  of t h o s e  s y l l a b l e s - - h a s  a c u m b e r s o m e  n a m e ,  u n f o r t u n a t e l y .  We 
c o m m o n l y ,  w i t h i n  the o r g a n i z a t i o n ,  u s e  "BDSA,  " but  t h o s e  i n i t i a l s  a r e  a 
l i t t l e  a w k w a r d ,  and  e v e r y o n e  g e t s  c a u g h t  in  th i s  i n i t i a l  l a b y r i n t h  e v e r y  
o n c e  i n  a w h i l e .  

As  a m a t t e r  of  f a c t ,  I d id  j u s t  r e c e n t l y .  I w a s  l ook ing  a t  s o m e  of 
o u r  p u b l i c a t i o n s .  We do a lo t  of  t h ings  i n  c o o p e r a t i o n  wi th  o t h e r  a g e n c i e s  
and  t r a d e  a s s o c i a t i o n s .  T h i s  p u b l i c a t i o n  w a s  put  on m y  d e s k  and  i t  s a i d  
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"ASIA. " I was trying to figure if it was the American Society of Inde- 
pendent Architects or something like that, and it turned out to be "Asia." 
And, seriously, it took a little while for me to figure that out. So I hope 
that after these next 40 or 45 minutes you will be just as familiar with 
BDSA as I now am with ASIA. 

L e t  m e  g ive  y o u  f i r s t  j u s t  a b i t  of  g e n e r a l  i n f o r m a t i o n  a b o u t  BDSA.  
It  i s  a u n i t  of  the  D e p a r t m e n t  of  C o m m e r c e .  I t  h a s  a t o t a l  e m p l o y m e n t  
of a r o u n d  600 p e o p l e ,  a n d  an  a n n u a l  a p p r o p r i a t i o n  of a b o u t  $6 m i l l i o n .  
Y o u  e a c h  h a v e ,  I t h ink ,  one  of  t h e s e  g r e e n  s h e e t s  t ha t  I a s k e d  M r .  H e n k e l  
to p a s s  ou t .  

You will see on the organization chart on the inside of that sheet 
that we have a lot of boxes. Most of those boxes are industry divisions-- 
in fact, 25 industry divisions. Four of those boxes are offices. One of 
these offices is the one that you gentlemen here are most interested in, 
and that is the Office of Industrial Mobilization. The other three offices 
also have very important functions. They are, shall I say, semiautono- 
mous within BDSA. They are an integral part of BDSA, but they pretty 
much conduct their own business, and they are somewhat more self- 
contained than the other boxes that you find on there. 

In our 25 industry divisions and in the Office of Industrial Mobiliza- 
tion, and in the supporting staff for those 26 boxes, we have about 350 
people. In the Office of Distribution we have 28 people. In Area De- 

velopment we have 32; in the Office of Technical Services we have 112. 

O u r  a u t h o r i t y  p r i m a r i l y  s t e m s  b a c k  to the  i n c e p t i o n  of the  D e p a r t -  
m e n t  of  C o m m e r c e ,  w h i c h ,  a s  p r o b a b l y  m o s t  of  y o u  know,  w a s  e s t a b -  
] / s h e d  in  1913, w h e n  the  D e p a r t m e n t  of  C o m m e r c e  a n d  L a b o r  w a s  s p l i t  
a p a r t ,  i t ,  in  t u r n ,  h a v i n g  b e e n  e s t a b l i s h e d  in  1903. 

In  o u r  o r g a n i c  a c t  t h e r e  i s  l a n g u a g e  w h i c h  h a s  c o m e  to be v e r y  w e l l  
k n o w n  in  the  D e p a r t m e n t  of C o m m e r c e ,  s a y i n g  tha t  we s h a l l  f o s t e r  and  
p r o m o t e  f o r e i g n  and  d o m e s t i c  c o m m e r c e .  And  tha t  i s  o u r  p r i m a r y  f u n c -  
t i on  in  the  D e p a r t m e n t  of C o m m e r c e .  

In  f a c t ,  w h e n  M r .  H o o v e r  w a s  S e c r e t a r y  in  the  l a t e  t w e n t i e s ,  he  
b r o u g h t  i n to  p r o m i n e n c e  the  B u r e a u  of F o r e i g n  a n d  D o m e s t i c  C o m m e r c e ;  
a n d  t ha t  b u r e a u  w a s  a s u b s t a n t i a l  p a r t  a n d  a v e r y  i m p o r t a n t  p a r t  of  the  
D e p a r t m e n t  of C o m m e r c e  f o r  m a n y y e a r s .  
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T h e n  c a m e  the  w a r .  The  W a r  P r o d u c t i o n  B o a r d  b a l l o o n e d  up in to  
25, 000 o r  30, 000 p e o p l e ,  and ,  of c o u r s e ,  d u r i n g  the w a r  y e a r s  i t  took  
o v e r  d o m e s t i c  p r o d u c t i o n  and  c o m m e r c e  f u n c t i o n  of the G o v e r n m e n t .  

T h e n  l a t e r ,  d u r i n g  the K o r e a n  e m e r g e n c y ,  the N a t i o n a l  P r o d u c t i o n  
A u t h o r i t y  was  f o r m e d .  T h i s  was  d i r e c t l y  in  the  D e p a r t m e n t  of C o m -  
m e r c e ,  r e p o r t i n g  to the S e c r e t a r y .  

In 1953, a t  the e n d  of the K o r e a n  h o s t i l i t i e s ,  BDSA w a s  s e t  up. So 
BDSA is  r e a l l y ,  y o u  m i g h t  s a y - - I  h e s i t a t e  to u se  the w o r d  " r e m n a n t "  and  
y e t  I th ink  i t ' s  a good w o r d  to u s e - - i t  i s  the r e m n a n t  of the  N a t i o n a l  P r o -  
d u c t i o n  A u t h o r i t y ;  and  i t  i s  a l s o  the c o n t i n u a t i o n  of the d o m e s t i c  f u n c t i o n s  
of the o ld  B u r e a u  of F o r e i g n  and  D o m e s t i c  C o m m e r c e .  

As a m a t t e r  of f a c t ,  we h a v e  now in BDSA s o m e  of the  o r i g i n a l  
" c h a r t e r  m e m b e r s "  on the i n d u s t r y  s i d e  of the old B u r e a u  of F o r e i g n  and  
D o m e s t i c  C o m m e r c e .  We h a v e  s o m e  m e n  t h e r e  who a r e  k n o w n  as  " M r .  
S o - a n d - s o "  f r o m  the c o m m o d i t i e s  tha t  t hey  c o v e r .  The  h e a d  of o u r  
L e a t h e r  D i v i s i o n  i s  known  as  M r .  L e a t h e r  a l l  o v e r  the i n d u s t r y .  

O u r  A d m i n i s t r a t o r ,  who r e t i r e d  j u s t  a t  the end  of th i s  y e a r ,  l a s t  
w e e k ,  M r .  H . B .  M c C o y ,  had  a l m o s t  40 y e a r s  of s e r v i c e ,  v i r t u a l l y  a l l  
of i t  in  the D e p a r t m e n t  of C o m m e r c e .  He s t a r t e d  40 y e a r s  ago  as  a 
c e n s u s  e n u m e r a t o r  out  in  I n d i a n a .  He l e f t  G o v e r n m e n t  s e r v i c e  as  the 
A d m i n i s t r a t o r  of  BDSA a f t e r  a v e r y  d i s t i n g u i s h e d  c a r e e r .  M r .  M c C o y  
w a s  in  the o f f i c e  th i s  m o r n i n g  f o r  s o r t  of a t a g - e n d  m e e t i n g ;  a n d  w h e n  
I to ld  h i m  I w a s  on m y  w a y  o v e r  h e r e ,  I th ink  he f e l t  s a d ,  b e c a u s e  he 
e n j o y e d  c o m i n g  h e r e ,  a s  he h a s  done in  the p a s t  y e a r s .  

Now,  B u s i n e s s  and  D e f e n s e - - l e t  m e  t a lk  j u s t  b r i e f l y  a b o u t  the  d e -  
f e n s e  s i d e  of th i s  o p e r a t i o n ;  a n d  I s a y  " b r i e f l y "  e v e n  t h o u g h  i t  i s  the  s i d e  
of it  tha t  y o u  a r e  m o s t  i n t e r e s t e d  in,  b e c a u s e  n e x t  w e e k  B i l l  T r u p p n e r ,  
who i s  h e a d  of o u r  Of f i ce  of I n d u s t r i a l  M o b i l i z a t i o n ,  and  is  r e a l l y  M r .  
M o b i l i z a t i o n  h i m s e l f ,  wi l l  be h e r e  and  he  wi l l  d e v o t e  h i s  t i m e  to t ha t  
p a r t  of o u r  o p e r a t i o n .  

I wan t  to m a k e  j u s t  one  o r  two p o i n t s ,  and  t h a t  i s  tha t  we do not  
h a v e  a s e p a r a t e  s t a f f  f o r  i n d u s t r i a l  m o b i l i z a t i o n  and  a s e p a r a t e  s t a f f  on  
the  b u s i n e s s  s i d e .  We h a v e  the s a m e  p e o p l e  and  the  s a m e  25 i n d u s t r y  
d i v i s i o n s  w o r k i n g  in  bo th  a r e a s .  T h e y ,  a t  l e a s t  t h e o r e t i c a l l y ,  d o n ' t  
know f r o m  one day  to the n e x t  n e c e s s a r i l y  w h i c h  a r e a  they  wi l l  be w o r k -  
ing  in  t h a t  day .  I t  d e p e n d s  on the  p r o b l e m s  of the m o m e n t .  
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On  the  d e f e n s e  s i d e ,  the  i n d u s t r i a l  m o b i l i z a t i o n  s i d e ,  we  a r e  r e -  
s p o n s i b l e  f o r  t he  a d m i n i s t r a t i o n  of  the  D e f e n s e  M a t e r i a l s  S y s t e m ,  w h i c h ,  
a s  m a n y  of y o u  k n o w ,  i s  in  e x i s t e n c e  a t  the  p r e s e n t  t i m e ;  a n d  t h r o u g h  i t  
we  a r e  a c t i v e  e v e r y  day  on  s o m e  p r o b l e m  r e l a t i n g  to d e f e n s e  p r o d u c t i o n  
o r  a t o m i c  e n e r g y  o p e r a t i o n s .  

O u r  p r o b l e m s  a r e  m u c h  d i f f e r e n t  t h a n  t h e y  w e r e  b a c k  in  the  d a y s  of  
the  C o n t r o l l e d  M a t e r i a l s  P l a n  in  W o r l d  W a r  II a n d  a g a i n  in  t h e  K o r e a n  
e m e r g e n c y ,  b e c a u s e  we h a v e  no b a s i c  m a t e r i a l s  s h o r t a g e  p r o b l e m s  of  
c o n s e q u e n c e ,  b a r r i n g  the  p r o b l e m s  c r e a t e d  by the  s t e e l  s t r i k e .  B u t  we  
do h a v e  p r o d u c t i o n  p r o b l e m s .  We h a v e  e x p e d i t e r s ,  to  u s e  the  i n d u s t r y  
t e r m ,  i n  o u r  a g e n c y  who  a r e  w o r k i n g  e v e r y  day  on  p r o d u c t i o n  and  d e -  
l i v e r y  p r o b l e m s  of  e l e c t r o n i c s  c o m p o n e n t s ,  on  p r o b l e m s  r e l a t i n g  to 
s c i e n t i f i c  i n s t r u m e n t s ,  w i t h  d e f e n s e  c o n t r a c t o r s  a n d  t h r o u g h  the  G o v e r n -  
m e a t  a g e n c i e s  t h e m s e l v e s .  

We a d m i n i s t e r ,  t h e n ,  T i t l e  1 of  t he  D e f e n s e  P r o d u c t i o n  A c t .  

We a r e  v e r y  m u c h  e n g a g e d  in  s t r a t e g i c  s t o c k p i l e  o p e r a t i o n s ,  i n  
s u r v i v a l  i t e m s ,  a n d  t h o s e  t h i n g s  t h a t  a r e  g o i n g  to be n e c e s s a r y  in  the  
e v e n t  of  n u c l e a r  a t t a c k .  

We o p e r a t e  t he  I n d u s t r y  E v a l u a t i o n  B o a r d .  We e v a l u a t e  on  the  p r o -  
d u c t i o n  s i d e  t h o s e  i n d u s t r i a l  p l a n t s  a n d  f a c i l i t i e s  e s s e n t i a l  to a n y  k i n d  of 
a w a r  a n d  d e f e n s e  e f f o r t .  

We a r e  a c t i v e l y  e n g a g e d  in  d a m a g e - a s s e s s m e n t  p r o b l e m s .  I n  the  
e v e n t  o f  a n u c l e a r  a t t a c k ,  we f e e l  t h a t  i t ' s  the  p r o d u c t i o n  p e o p l e  w h o  c a n  
m o s t  e f f e c t i v e l y  a p p r a i s e  the  d a m a g e  i n  a p l a n t  o r  to a n  i n d u s t r y .  

We h a v e  b e e n  a c t i v e  i n  t ax  a m o r t i z a t i o n .  We h a v e  b e e n  a c t i v e  i n  
s u p p l y  r e q u i r e m e n t  s t u d i e s ,  a n d  in  c o m p o n e n t  s t u d i e s .  We h a v e  m o r e  
t h a n  1 , 2 0 0  i n d u s t r y  p e o p l e  in  o u r  E x e c u t i v e  R e s e r v e .  If we a r e  f a c e d  
a t  a n y  t i m e  w i t h  c r e a t i n g  a n o t h e r  W a r  P r o d u c t i o n  B o a r d  o r  N a t i o n a l  
P r o d u c t i o n  A u t h o r i t y ,  we h a v e  t h e s e  1 , 2 0 0  r e s e r v i s t s  to c a l l  on .  

T h i s  p a r t  of o u r  o p e r a t i o n  i s  by d e l e g a t i o n  f r o m  O C D M ;  a n d  we a r e  
v e r y  c l o s e l y  t i e d  in  w i t h  O C D M .  M r .  T r u p p n e r  w i l l  be h e r e  n e x t  w e e k ,  
a n d  w i l l  s p e n d  h i s  t i m e  on  t h i s  d e f e n s e  s i d e .  So w i t h  t ha t  m a y  I t u r n  
to the  b u s i n e s s  p a r t  of o u r  o r g a n i z a t i o n ?  
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I r e p e a t  tha t  o u r  a g e n c y  is  p a r t  of the  D e p a r t m e n t  of C o m m e r c e .  
The  D e p a r t m e n t  of C o m m e r c e ,  as  y o u  no doub t  a r e  a w a r e ,  i s  no t  a 
c l e a n - c u t ,  i n t e g r a t e d  o p e r a t i o n ,  wi th  a lo t  of un i t s  w o r k i n g  c l o s e l y  t o -  
g e t h e r  and  wi th  a c o m m o n  i n t e r e s t .  In  f a c t ,  we h a v e  c e r t a i n  a g e n c i e s  
t ha t  h a v e  v i r t u a l l y  no c o m m o n  i n t e r e s t  wi th  o t h e r  a g e n c i e s .  We a r e  
m a d e  up in  p a r t  of the M a r i t i m e  A d m i n i s t r a t i o n ,  the  B u r e a u  of P u b l i c  
R o a d s ,  the  C o a s t  and  G e o d e t i c  S u r v e y ,  the W e a t h e r  B u r e a u ,  the  N a -  
t i o n a l  B u r e a u  of S t a n d a r d s ,  and  the P a t e n t  O f f i c e .  

In  a d d i t i o n ,  in  w h a t  we c o n s i d e r  a s  the  e c o n o m i c  a r e a  of the D e p a r t -  
m e n t ,  we h a v e  f o u r  a g e n c i e s  t ha t  do h a v e  m u c h  in  c o m m o n  and  do w o r k  
v e r y  c l o s e l y  t o g e t h e r .  T h e r e  a r e  o u r  own a g e n c y ,  BDSA; the  O f f i c e  of 
B u s i n e s s  E c o n o m i c s ,  the  o f f i ce  tha t  c a l c u l a t e s  the g r o s s  n a t i o n a l  p r o d -  
u c t  and  w h i c h  p u t s  ou t  the s u r v e y  of c u r r e n t  b u s i n e s s  and  d o e s  a lo t  of  
o t h e r  t h ings  s o m e  of us who a r e n ' t  qui te  a s  long  h a i r  d o n ' t  ge t  in to  
d i r e c t l y ;  the  B u r e a u  of the C e n s u s ;  and  the B u r e a u  of F o r e i g n  C o m -  
m e r c e .  The  33 f i e l d  o f f i c e s  of the D e p a r t m e n t  w o r k  p r i m a r i l y  in  th i s  
a r e a .  

We f e e l  t h a t  we h a v e  in  BDSA a r e s e r v o i r  of  t e c h n i c a l  i n f o r m a t i o n  
and  e c o n o m i c  i n f o r m a t i o n  on i n d u s t r y  tha t  i s  not  e q u a l e d  a n y w h e r e  in  the  
U n i t e d  S t a t e s ,  in  G o v e r n m e n t  o r  out .  

O u r  w o r k  wi th  O B E  i s  in  the n a t u r e  of c o n s u l t a t i o n ,  but  o n l y  to a 
l i m i t e d  e x t e n t .  With  the B u r e a u  of  the C e n s u s ,  h o w e v e r ,  we a r e  in  c o n -  
t i nuou s  c o n t a c t  b e c a u s e  the  B u r e a u  c o l l e c t s  and  t a b u l a t e s  a g r e a t  d e a l  of 
d a t a  c o n c e r n i n g  the v a r i o u s  i n d u s t r i e s  u n d e r  o u r  c o g n i z a n c e .  A l s o ,  w i th  
the B u r e a u  we p u b l i s h  j o i n t l y  c e r t a i n  f a c t s - f o r - i n d u s t r y  s e r i e s  i n  w h i c h  
we  d e t e r m i n e  the  c o n t e n t .  T h e y ,  of  c o u r s e  p u b l i s h  a l a r g e  n u m b e r  of 
f a c t s - f o r - i n d u s t r y  r e p o r t s  on t h e i r  own i n i t i a t i v e .  In  f a c t ,  the C e n s u s  
i s  otfr  s t a t i s t i c a l  c o l l e c t i n g  a r m .  A s u b s t a n t i a l  p a r t  of o u r  a p p r o p r i a -  
t ion  e a c h  y e a r  g o e s  to t h e m  to s u p p o r t  t h i n g s  t h e y  a r e  do ing  f o r  us .  We 
a r e  a l s o  v e r y  v i t a l l y  i n t e r e s t e d  in the  f o r e i g n  t r a d e  s t a t i s t i c s  C e n s u s  
c o l l e c t s .  

We a r e  the d o m e s t i c  a g e n c y ,  but  we a r e  a l s o  the  c o m m o d i t y  divi- 

sions for the Bureau of Foreign Commerce. In other words, the Bureau 
of Foreign Commerce is operated on a functional basis. So we are work- 
ing continuously, and virtually all our divisions, with the Bureau of 
Foreign Commerce on commodity problems involving import and export 
trade, in foreign investment, and the whole range of foreign problems. 
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I n  f a c t ,  we  f i g u r e d  the  o t h e r  d a y  t h a t  we  s p e n d  s o m e w h e r e  a r o u n d  
15 p e r c e n t  of the  e f f o r t  o f  o u r  i n d u s t r y  d i v i s i o n s  on  f o r e i g n  i n t e r n a t i o n a l  
p r o b l e m s  t i e d  in  w i t h  the  B u r e a u  of  F o r e i g n  C o m m e r c e .  T h e  one  t h a t  
r e c e n t l y  h a s  b e e n  t a k i n g  a l a r g e  p a r t  of  o u r  t i m e  i s  p r e p a r a t i o n s  f o r  the  
G A T T  m e e t i n g s  in  G e n e v a .  T h e  p r e l i m i n a r y  m e e t i n g s  s t a r t  n e x t  S e p -  
t e m b e r  a n d  the  i n t e r c o u n t r y  n e g o t i a t i o n s  n e x t  J a n u a r y ,  a y e a r  f r o m  now.  

G A T T  i s  the  G e n e r a l  A g r e e m e n t  on  T a r i f f  a n d  T r a d e .  On  t r a d e  we 
h a v e  h a d  p e o p l e  s e r v i n g  on  17 c o u n t r y  c o m m i t t e e s  f o r  25 c o u n t r i e s .  
T h e y  h a v e  b e e n  e n g a g e d  in  m a k i n g  up the  " o f f e r  l i s t s .  " T h e  o f f e r  l i s t s  
a r e  the  c o m m o d i t i e s ,  w h i c h  we ,  the  U n i t e d  S t a t e s  o f f e r  to the  o t h e r  
c o u n t r i e s  f o r  n e g o t i a t i o n .  I m e a n ,  "We  w i l l  t a l k  w i t h  y o u ,  J a p a n ,  a b o u t  
l o w e r i n g  the  d u t y  on  w i d g e t s  a n d  on  v a r i o u s  o t h e r  t h i n g s .  " T h e r e  w e r e  
4 , 5 0 0  i t e m s  u n d e r  c o n s i d e r a t i o n  in  t h e s e  n e g o t i a t i o n s .  

We w o r k  c l o s e l y  w i t h  the  B u r e a u  of F o r e i g n  C o m m e r c e  on  t r a d e  
m i s s i o n s .  As  I t h ink  y o u  a l l  k n o w ,  the  D e p a r t m e n t  of  C o m m e r c e  s e n d s  
o u t  s o m e  15 t r a d e  m i s s i o n s  e a c h  y e a r .  T h e y  s e n d  a D e p a r t m e n t  of  
C o m m e r c e  m a n  and  i n d u s t r y  p e o p l e ,  to v a r i o u s  n a t i o n s  of t h e  w o r l d  to 
f o s t e r  a n d  p r o m o t e  f o r e i g n  c o m m e r c e .  T h a t  i s  a n  i m p o r t a n t  o p e r a t i o n .  

We s u p p l y  s o m e  of  the  l e a d e r s  to t h o s e  m i s s i o n s .  B u t  m o r e  t i m e -  
c o n s u m i n g  t h a n  t ha t ,  we  s u p p l y  i n d u s t r y  f a c t  s h e e t s  to t h o s e  m i s s i o n s .  
We h e l p  b r i e f  F o r e i g n  S e r v i c e  o f f i c e r s .  We w o r k  on  a n  a n a l y s i s  of  t he  
E s c a p e  C l a u s e  a c t i o n s  u n d e r  the  T r a d e  A g r e e m e n t s  A c t ;  a n d  a l s o  t he  
S e c t i o n  8, the  n a t i o n a l  s e c u r i t y  p e t i t i o n s  b e f o r e  the  O C D M  in  c o n n e c t i o n  
w i t h  the  N a t i o n a l  S e c u r i t y  A c t .  

We work with OCDM in an advisory capacity, on barter programs 
under Public Law 480. The United States is in various parts of the 
world bartering some of our surplus agricultural commodities for min- 
erals and other things, exchanging a perishable stockpile for a non- 
perishable stockpile. We advise OCDM on these transactions. 

I h a v e  m e n t i o n e d  S e c t i o n  8 c a s e s ,  w h e r e  r i g h t  now we a r e  w o r k i n g  
on  t r a n s i s t o r s ,  on  f i r e a r m s ,  a n d  one  o r  two o t h e r s .  We s p e n t  a l o t  of  
t i m e  on the  h e a v y  e l e c t r i c a l  e q u i p m e n t  c a s e .  We took  the  p o s i t i o n  i n  the  
D e p a r t m e n t  of  C o m m e r c e  t ha t  i t  w a s  p o t e n t i a l l y  d i s a d v a n t a g e o u s  to the  
n a t i o n a l  s e c u r i t y  of  the  U n i t e d  S t a t e s  to h a v e  f o r e i g n  t r a n s f o r m e r s  a s  
a n  i m p o r t a n t  i n t e g r a l  p a r t  of  o u r  p o w e r  g r i d ;  t h a t  i n  the  e v e n t  of  e m e r -  
g e n c y ,  i n  the  e v e n t  of d i s r u p t i o n  of  o c e a n  t r a n s p o r t a t i o n ,  to g e t  t h o s e  
t r a n s f o r m e r s  b a c k  to the  f a c t o r i e s  f o r  r e b u i l d i n g  o r  m a j o r  r e p a i r  w o u l d  

n o t  be p o s s i b l e .  6 



O u r  v i e w s  w e r e  c o n s i d e r e d  by O C D M ,  bu t  r u l e d  o t h e r w i s e .  T h e y  
d id  s a y ,  i n  t h e  c a s e  of  h y d r a u l i c  t u r b i n e s ,  t ha t  i t  w a s  no t  a c l o s e d  s u b -  
j e c t ,  a n d  t h a t  t h e y  w o u l d  c o n t i n u e  to l o o k  a t  t he  h y d r a u l i c  t u r b i n e  s i t u a -  
t i on ,  b o t h  on  t he  g r o u n d s  o f  n a t i o n a l  s e c u r i t y  and  a l s o  a s  i n j u r i o u s  to  the  
n a t i o n a l  e c o n o m y ,  b e c a u s e  s o m e  of  o u r  m a n u f a c t u r e r s  h a v e  g r e a t  d i f -  
f i c u l t y  i n  c o m p e t i n g  w i t h  f o r e i g n  s o u r c e s  f o r  e q u a l l y  g o o d  i t e m s .  T h e  
S w i s s ,  the  G e r m a n s ,  the  B r i t i s h  m a k e  h y d r a u l i c  t u r b i n e s  t h a t  q u a l i t y -  
w i s e  c o m p a r e  f a v o r a b l y  w i t h  o u r  h y d r a u l i c  t u r b i n e s .  In  w o r l d  m a r k e t s  
t h e y  u n d e r b i d  A m e r i c a n  s u p p l i e r s  by ,  i n  r o u n d  f i g u r e s ,  s o m e  50 p e r -  
c e n t ;  s o m e t i m e s  e v e n  m o r e .  T h e y  h a v e  t a k e n  a l a r g e  p a r t  of A m e r i c a n  
o r d e r s  in  r e c e n t  y e a r s .  I f  t h e y  h a d  the  c a p a c i t y ,  I p r e s u m e  t h e y  c o u l d  
t a k e  m o r e .  So t ha t  i s  s o m e t h i n g  t h a t  we a r e  v e r y  k e e n l y  a w a r e  o f  a n d  
f o l l o w i n g .  

D u r i n g  the  s t e e l  s t r i k e  s o m e  of  o u r  p e o p l e  s p e n t  v i r t u a l l y  fu l l  t i m e  
w i t h  the  S o l i c i t o r  G e n e r a l  w h e n  the  D e p a r t m e n t  of J u s t i c e  w a s  p r e p a r -  
i n g  the  G o v e r n m e n t  c a s e  f o r  the  S u p r e m e  C o u r t  a c t i o n .  

In  the  d e f e n s e  m o b i l i z a t i o n  a r e a  we ,  of  c o u r s e ,  a r e  w o r k i n g  c l o s e l y  
w i t h  the  D e p a r t m e n t  of  D e f e n s e .  

A b o u t  the  o n l y  o t h e r  c o n t a c t  t h a t  we h a v e  w i t h  the  D e p a r t m e n t  of 
D e f e n s e  on  a c o n t i n u i n g  b a s i s  i s  t h a t  we h a v e  a s e m i f o r m a l  a r r a n g e m e n t  
w h e r e b y  in  the  d i s p o s a l  of  y o u r  s u r p l u s  m a t e r i a l s  in  a n y  l a r g e  q u a n t i t y  
we  a r e  a s k e d  to g i v e  o u r  o p i n i o n  a s  to w h a t  the  e f f e c t  w i l l  be on  the  
d o m e s t i c  m a r k e t s .  We h a v e  r e c o m m e n d e d  in  m a n y  i n s t a n c e s  t h a t  d i s -  
p o s a l  s h o u l d  be  h e l d  up ,  t h a t  i t  s h o u l d  be s t r u n g  o u t ,  n o t  d u m p  e v e r y -  
t h i n g  a t  o n c e ;  a n d  we h a v e  a v e r y  s a t i s f a c t o r y  w o r k i n g  a r r a n g e m e n t  w i t h  
the  d i s p o s a l  p e o p l e  i n  the  D e p a r t m e n t  of D e f e n s e .  We r e c o g n i z e  t h e i r  
p r o b l e m s .  T h e y  h a v e  to d i s p o s e  of  t h i s  s t u f f .  We s a y  t h a t  i t  m a y  c a u s e  
s o m e  t r o u b l e  i n  the  m a r k e t s .  T h e y  t r y  to a b i d e  by o u r  r e c o m m e n d a -  
t i o n s  w h e n e v e r  p o s s i b l e .  

Of c o u r s e ,  t he  C o n g r e s s  a s k s  u s  f o r  l o t s  of  t h i n g s .  We do a n  a n n u a l  
r e p o r t  on  t h e  n e w s p r i n t  i n d u s t r y .  T h e  C o m m i t t e e  on  A p p r o p r i a t i o n s  
s p e c i f i c a l l y  w r o t e  i n t o  o u r  a p p r o p r i a t i o n s  $ 1 7 5 , 0 0 0  f o r  w o r k  o n  t e x t i l e s .  
T h a t  i s  t he  k i n d  of  w o r k  t h a t  we  w a n t  to g e t  i n t o - - b r o a d  e c o n o m i c  s t u d i e s .  
We h a v e  v i r t u a l l y  c o m p l e t e d  a s t u d y  on  t h e  w o r k  c l o t h i n g  i n d u s t r y ,  a n d  
how a c t i v i t y  i n  w o r k  c l o t h e s  t i e s  i n  w i t h  f l u c t u a t i o n s  in  i n d u s t r i a l  p r o -  
d u c t i o n .  
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We a r e  a l s o  s t a r t i n g  s o m e  s t u d i e s ,  a n d  h a v e  s o m e  of  t h e m  w e l l  
u n d e r  way ,  on  the  f a c t o r s  i n f l u e n c i n g  f l u c t u a t i o n s  of the  t e x t i l e  i n d u s t r y .  
T h e  t e x t i l e  i n d u s t r y ,  I b e l i e v e ,  h a s  h a d  m o r e  p e r i o d s  of f e a s t  a n d  
f a m i n e  t h a n  a n y  o t h e r  i n d u s t r y  in  the  U n i t e d  S t a t e s .  T i e d  in  w i t h  t h a t  i s  
the  l o n g - t e r m  o u t l o o k  f o r  t e x t i l e s ,  the  v a r i o u s  c o s t  f a c t o r s  in  the  t e x t i l e  
i n d u s t r y ,  a n d  the  w h o l e  p r o b l e m  of  g r o w t h  a b r o a d  a n d  i t s  e f f e c t s  on  the  
d o m e s t i c  i n d u s t r y .  

We a r e  m a k i n g  a l s o  f o r  the  C o n g r e s s  a t  t h e i r  d i r e c t i o n  a s t u d y  of 
the  e f f e c t  of the  r a t e  i n c r e a s e s  in  bu lk  t h i r d - c l a s s  m a i l .  And ,  a s  y o u  
k n o w ,  t h e r e  i s  a g r e a t  d e a l  of i t .  T h e  m a i l i n g  p e o p l e  to ld  C o n g r e s s ,  
" I f  y o u  i n c r e a s e  the  r a t e s ,  y o u  w i l l  d e s t r o y  o u r  i n d u s t r y .  " O u r  p r e l i m -  
i n a r y  r e s u l t s  i n d i c a t e  tha t  t h i s  h a s  no t  h a p p e n e d ;  a n d  we h a v e  b e e n  e n -  
g a g e d  w i t h  the  B u r e a u  of the C e n s u s  in  a r a t h e r  i n t e n s i v e  s t u d y  of  the  
p r o b l e m ,  a n d  w i l l  r e p o r t  to the  C o n g r e s s  on  1 M a r c h  1960. 

We h a v e  a s t e a d y  s t r e a m  of  i n d u s t r y  p e o p l e  in  and  ou t  of o u r  d i v i -  
s i o n s  a n d  in  and  ou t  of s o m e  of o u r  top  o f f i c e s .  The  b e s t  e s t i m a t e s  that 
we c a n  m a k e - - a n d  th i s  i s  b a s e d  on f a i r l y  a c c u r a t e  r e p o r t i n g  f r o m  the  
d i v i s i o n s - - i s  t ha t  we ge t  s o m e w h e r e  a r o u n d  1 7 , 0 0 0  c a l l e r s  e v e r y  y e a r .  
We a n s w e r  e a c h  y e a r  2 8 , 0 0 0  l e t t e r s .  We d o n ' t  i n c l u d e  m i s c e l l a n e o u s  
c o r r e s p o n d e n c e  bu t  o n l y  l e t t e r s  of  s u b s t a n c e ,  r e q u i r i n g  s o m e  r e s e a r c h .  
A n d  we h a v e  s o m e  i25,000 p h o n e  c a l l s  a s k i n g  f o r  i n f o r m a t i o n .  

L e t  m e  g i v e  y o u  a c o u p l e  of  e x a m p l e s  of  w h a t  I t h ink  a r e  r a t h e r  
i m p o r t a n t  t h i n g s  t h a t  we do w i t h  i n d u s t r y ,  a n d  two s p e c i f i c  r e a s o n s  w h y  
we h a v e  p r e t t y  g o o d  s u p p o r t  f r o m  m o s t  i n d u s t r y .  

We h a d  a d e l e g a t i o n  no t  so  l o n g  ago  f r o m  the  p u l p  and  p a p e r  i n d u s t r y  
m u c h  d i s t u r b e d  a b o u t  w h a t  the  e f f e c t  m i g h t  be i f  the  O u t e r  S e v e n  t r a d e  
g r o u p  a c t u a l l y  c o m e s  i n t o  b e i n g ,  b e c a u s e  the  U . K .  i s  an  i m p o r t a n t  
m a r k e t  f o r  p u l p  and  p a p e r  f r o m  the U n i t e d  S t a t e s .  I t  i s  a l s o  a n  i m p o r -  
t an t  m a r k e t  f o r  p u l p  f r o m  S w e d e n .  If  the  m e m b e r s  of the  O u t e r  S e v e n  
r e d u c e  t h e i r  t a r i f f s ,  S w e d e n ,  of  c o u r s e ,  w o u l d  h a v e  a p r e f e r r e d  p o s i t i o n  
in  s h i p p i n g  i n t o  the  U. K. ; a n d  o u r  p e o p l e  w e r e  a f r a i d  t h e y  m i g h t  be l e f t  
ou t  in  the  c o l d .  B e a r  in  m i n d ,  t h i s  w a s  s o m e t h i n g  tha t  t h e y  w e r e  a f r a i d  
m i g h t  h a p p e n .  I t ' s  a l i t t l e  m o r e  d i f f i c u l t  to t r y  to c o r r e c t  s o m e t h i n g  tha t  
m i g h t  h a p p e n  t h a n  i t  i s  to w o r k  on s o m e t h i n g  t h a t  h a s  h a p p e n e d .  B u t ,  
n e v e r t h e l e s s ,  we t a l k e d  w i th  t h i s  g r o u p  on two d i f f e r e n t  o c c a s i o n s .  

We a g r e e d  t ha t  t h e y  h a d  g o o d  c a u s e  f o r  c o n c e r n .  Wi th  the  h e l p  of 
B F C  a n d  w i t h  t h e i r  c o n c u r r e n c e  we s u b m i t t e d ,  I h e s i t a t e  to c a l l  i t  a 
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b r i e f ,  bu t  a s u m m a r y  of  t h i s  s i t u a t i o n ,  w h i c h  we s e n t  by  s p e c i a l  m e s s e n -  
g e r  o v e r  to the  S t a t e  D e p a r t m e n t  j u s t  in  t i m e  f o r  i t  to be  t u c k e d  a w a y  in  
U n d e r  S e c r e t a r y  f o r  E c o n o m i c  A f f a i r s ,  D i l l o n ' s  b r i e f c a s e  w h e n  h e  l e f t  
f o r  L o n d o n  a n d  P a r i s  to t a l k  a b o u t  t h e s e  p r o b l e m s .  And  we  w e r e  v e r y  
p l e a s e d  to s e e  i n  the  p r e s s  a c c o u n t s  of  h i s  c o n f e r e n c e s  o v e r  t h e r e  t h a t  
one  of  the  t h i n g s  t h a t  h e  t o o k  up  w i t h  t h e m  a n d  w a s  c o n c e r n e d  a b o u t  w a s  
the  e f f e c t  on  the  p u l p  a n d  p a p e r  i n d u s t r y  of  the  U n i t e d  S t a t e s  in  the  e v e n t  
t h a t  the  O u t e r  S e v e n  d id  m a k e  s o m e  t a r i f f  r e d u c t i o n s  t h a t  d i s c r i m i n a t e d  
a g a i n s t  the  U n i t e d  S t a t e s .  

Y o u  a r e  p r o b a b l y  t h i n k i n g ,  W e l l ,  w h y  d i d n ' t  t h e y  go d i r e c t l y  to the  
S t a t e  D e p a r t m e n t ?  I n d u s t r i e s  d o n ' t  go d i r e c t l y  to the  S t a t e  D e p a r t m e n t  
n o r m a l l y  on  t h o s e  p r o b l e m s ,  b e c a u s e  i t ' s  o n l y  in  o u r  o p e r a t i o n ,  in  
B D S A ,  w h e r e  t h e r e  a r e  i n d u s t r y  d i v i s i o n s ,  w h e r e  t h e r e  a r e  i n d u s t r y  
p e o p l e  w h o  a r e  f u l l y  k n o w l e d g e a b l e  of t h e s e  i n d u s t r i e s  t h a t  t h e y  s e r v e - -  
I w o n ' t  s a y  " r e p r e s e n t "  b e c a u s e  t h a t  i m p l i e s  a t r a d e  a s s o c i a t i o n .  I t ' s  
n o t  a r e p r e s e n t a t i o n .  B u t  we a r e  the  p l a c e  w h e r e  i n d u s t r y  b r i n g s  i t s  
p r o b l e m s .  

A n o t h e r  e x a m p l e  i s  t h i s :  T h e  B u r e a u  of P u b l i c  R o a d s - - r i g h t  i n  o u r  
o w n  d e p a r t m e n t - - w a s  a b o u t  to c h a n g e  s o m e  s p e c i f i c a t i o n s  t h a t  w o u l d  
t h r o w  o u t  the  u s e  of  a l u m i n u m  in  s o m e  of  the  p l a c e s ,  on  b r i d g e s  a n d  
g u a r d r a i l s  w h e r e  a l u m i n u m  c u s t o m a r i l y  m i g h t  be  u s e d .  T h e  i n d u s t r y  
s e n t  a d e l e g a t i o n  d o w n  to o u r  A l u m i n u m  D i v i s i o n .  O u r  A l u m i n u m  D i v i -  
s i o n  w e n t  to w o r k  w i t h  the  B u r e a u  of  P u b l i c  R o a d s ,  n o t  by  e x e r t i n g  u n d u e  
i n f l u e n c e - - d o n ' t  m i s u n d e r s t a n d - - b u t  by  s i m p l y  m a k i n g  s u r e  t h a t  the  
B u r e a u  of P u b l i c  R o a d s  h a d  a l l  the  f a c t s  a n d  h a d  w h a t  w a s  n e e d e d  to 
a r r i v e  a t  t he  d e c i s i o n .  T h e  B u r e a u  of  P u b l i c  R o a d s  r e c o n s i d e r e d  the  
s p e c i f i c a t i o n s  p r o b l e m  and  a l u m i n u m  s t a y e d  in .  O u r  p e o p l e  w e r e  a b l e  
to d e m o n s t r a t e  f a c t u a l l y  a n d  t e c h n i c a l l y  t h a t  t h e r e  h a d  b e e n  s o m e  m i s -  
u n d e r s t a n d i n g s  in  the  n e g o t i a t i o n s .  

We r e v i e w  l e g i s l a t i o n  t h a t  a f f e c t s  i n d u s t r y .  We h a v e  p e o p l e  w o r k -  
i n g  f u l l  t i m e  o n  t h a t  w h e n  C o n g r e s s  i s  i n  s e s s i o n .  

T h e n  we g e t  i n t o  a p r o b l e m  w h i c h  d o e s  r e l a t e  to the  D e p a r t m e n t  of 
D e f e n s e ,  a n d  i t ' s  one  o f  o u r  m o s t  p e r p l e x i n g  to h a n d l e .  We m u s t  m a k e  a 
d e t e r m i n a t i o n  i n  c o n n e c t i o n  w i t h  a l l  G o v e r n m e n t  e x c e s s  p r o p e r t y  s o l d  a b r o a d  
b e f o r e  a n y  s u c h  p r o p e r t y  c a n  be  b r o u g h t  b a c k  i n t o  t he  U n i t e d  S t a t e s .  T h a t  
d e t e r m i n a t i o n  s a y s  t h a t ,  i f  i t  i s  to  be b r o u g h t  in ,  i t  s h a l l  be d e t e r m i n e d  
t h a t  t h e r e  i s  a d o m e s t i c  s h o r t a g e  of  t h a t i t e m ,  o r  t h a t  to b r i n g  i t  i n  w i l l  be  
o t h e r w i s e  b e n e f i c i a l  to the  e c o n o m y .  If  t h e r e  a r e  a n y  o r a c l e s  a m o n g y o u  w h o  
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can interpret that latter phrase "otherwise beneficial to the economy, " 
you have a job tomorrow morning in our organization administering 
f o r e i g n  e x c e s s  p r o p e r t y .  I t  i s  the  b i g g e s t  h e a d a c h e  we h a v e  f o r  the  
l e a s t  r e s u l t s .  We h a v e  h a d  two c o n g r e s s i o n a l  i n v e s t i g a t i o n s .  The  f i r s t  
one  a l i t t l e  o v e r  a y e a r  ago  w a s  b e c a u s e  we  w e r e  l e t t i n g  too  m u c h  s t u f f  
c o m e  in.  The  s e c o n d  one ,  m o r e  r e c e n t l y ,  w a s  b e c a u s e  we  w e r e  k e e p i n g  
too m u c h  s t u f f  out .  So we a r e  c a u g h t  r i g h t  in  the m i d d l e .  

A l l  t h e s e  t h ings  tha t  I h a v e  b e e n  t a l k i n g  a b o u t  a r e  t h ings  tha t  we  m u s t  
do,  b e c a u s e  s o m e o n e  in a u t h o r i t y  s a y s  we  h a v e  to do t h e m .  And in a d d i -  
t ion  we  h a v e  to do the i n d u s t r i a l  m o b i l i z a t i o n  w o r k  f o r  OCDM tha t  I m e n -  
t i o n e d  e a r l i e r .  A b o u t  ha l f  the  t i m e  of o u r  p e o p l e  tha t  i s  no t  s p e n t  o n  
m o b i l i z a t i o n  i s  s p e n t  on the k ind  of a c t i v i t i e s  tha t  I w a s  j u s t  t a l k i n g  a b o u t ;  
a n d  w h a t  we  s p e n d  on m o b i l i z a t i o n  v a r i e s  f r o m  30 to 50 p e r c e n t  of o u r  
t i m e ,  d e p e n d i n g  on w h a t ' s  ho t  a t  the m o m e n t .  So we a r e  l e f t  w i th  s o m e -  
w h e r e  a r o u n d  25 to 35 p e r c e n t  of  o u r  t i m e  to s p e n d  on the t h ings  tha t  we  
o r i g i n a t e ,  t ha t  we g e n e r a t e ,  o r  p r o g r a m s  tha t  we  f e e l  s h o u l d  be done .  

In  tha t  a r e a  we do v a r i o u s  t h ings .  We h a v e  h a d  v e r y  f a v o r a b l e  r e -  
s u l t s  f r o m  w h a t  we c a l l  s h o r t  m a r k e t  s u r v e y s .  We go out ,  and  wi th  the  
h e l p  of the F o r e i g n  S e r v i c e ,  we c o m e  up w i th  r e p o r t s  of  t r a d e ,  of  w o r l d  
m o v e m e n t s  of  c o m m o d i t i e s .  We h a v e  p u b l i s h e d  s o m e  90 w h a t  we  c a l l  
o u t l o o k  s t u d i e s - - a  r e v i e w  of the 1959 o u t l o o k  f o r  1960. The  l a s t  one  
j u s t  w e n t  to p r e s s  a f ew  d a y s  ago .  

We  h a v e  p e r i o d i c a l s  in s o m e  of o u r  d i v i s i o n s ,  tha t  i s ,  we  h a v e  
m o n t h l y  o r  q u a r t e r l y  r e p o r t s  tha t  r e v i e w  s t a t i s t i c a l  h i g h l i g h t s .  

We a r e  w o r k i n g  on s o m e  l o n g e r - r a n g e ,  m o r e  p r o f o u n d  s p e c i a l  
s t u d i e s .  S o m e  of t h e m  a r e  of  a h i g h l y  t e c h n i c a l  n a t u r e .  I d o n ' t  m e a n  
t e c h n i c a l  in  the s e n s e  of  e n g i n e e r i n g  t e c h n i c a l i t i e s ,  bu t  in the s e n s e  of  
b e i n g  r e l a t e d  to s p e c i f i c  i n d u s t r i e s  in w h i c h  we h a v e  p e o p l e  who know 
t h o s e  i n d u s t r i e s .  

We w a n t  to e x p a n d  in to  b r o a d e r  i n d u s t r i a l  e c o n o m i c s  w o r k .  We  a r e  
h e a d e d  in tha t  d i r e c t i o n  now.  And I u s e  the  t e r m  " i n d u s t r i a l  e c o n o m i c s "  
a d v i s e d l y .  

Coming for a moment to these three offices that are in BDSA, the 
first one is the Office of Distribution, where we collect and disseminate 
facts relating to marketing and distribution. We do some original dis- 
tribution research. And in particular we rework and recap Census data 
to put them in usable form for sales promotion and to meet marketing 
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p r o b l e m s .  W i t h  the  e x p e n d i t u r e  of  j u s t  a n o m i n a l  a m o u n t  of  m o n e y ,  we  
c a n  g e t  r e t a b u l a t i o n s  f r o m  the  C e n s u s  B u r e a u  f r o m  the  r a w  d a t a  w h i c h  
m a y  h a v e  c o s t  m i l l i o n s  of d o l l a r s .  And  we do qu i t e  a lo t  o f  t h a t  k i n d  of  
t h ing .  T h e  O f f i c e  of D i s t r i b u t i o n  h a s  p r o b a b l y  the  b e s t  k n o w n  a n d  m o s t  
u s e d  c o l l e c t i o n  of  d a t a  r e l a t i n g  to m a r k e t i n g  a n d  d i s t r i b u t i o n  t h a t  t h e r e  
i s  i n  t h i s  c o u n t r y .  

T h e  O f f i c e  of A r e a  D e v e l o p m e n t  w o r k s  w i t h  d i s t r e s s e d  a r e a s  to 
b r i n g  i n  n e w  i n d u s t r i e s .  I t ,  t oo ,  a c c u m u l a t e s  e x p e r i e n c e ,  of  t h e  r e s u l t s  
of  w h a t  h a s  b e e n  d o n e  in  o t h e r  c o m m u n i t i e s .  So t h a t  a n y  n e w  c o m -  
m u n i t y  f a c e d  w i t h  t h a t  p r o b l e m ,  w o r k i n g  w i t h  o u r  p e o p l e ,  c a n  g e t  off  to 
a f a s t  s t a r t  to a t t r a c t  n e w  i n d u s t r y .  T h e  b o o k l e t s  w r i t t e n  s o m e  y e a r s  
a g o  by o u r  p e o p l e  in  A r e a  D e v e l o p m e n t  on  i n d u s t r i a l  p a r k s  a r e  now 
s t a n d a r d  r e f e r e n c e s  i n  the  f i e l d  of  i n d u s t r i a l  p a r k s  d e v e l o p m e n t .  

The O f f i c e  o f  T e c h n i c a l  S e r v i c e s  h a s  f o u r  d i f f e r e n t  o p e r a t i o n s .  One  
i s  on  c o m m o d i t y  s t a n d a r d s .  P r o b a b l y  the  b e s t - k n o w n  t h i n g  t ha t  t h e y  
h a v e  d o n e  i s  s t a n d a r d i z a t i o n  of c l o t h i n g  s i z e s ,  p a r t i c u l a r l y  i n  w o m e n ' s  
s i z e s .  T h e  D e p a r t m e n t  of  A g r i c u l t u r e  s o m e  y e a r s  a g o  m e a s u r e d  
100, 000 f e m a l e  f o r m s ,  w h i c h  in  i t s e l f  w a s  q u i t e  a p r o j e c t ;  bu t  t h e y  
n e v e r  u s e d  the  i n f o r m a t i o n .  O u r  p e o p l e ,  w o r k i n g  w i t h  i n d u s t r y ,  h a v e  
u t i l i z e d  t h a t  i n f o r m a t i o n ;  a n d  i t ' s  now p o s s i b l e  f o r  a l m o s t  a n y o n e ,  r e -  
g a r d l e s s  of s i z e  a n d  s h a p e ,  to go i n t o  a s t o r e  a n d  g e t  a r e a d y m a d e  
g a r m e n t  t h a t  w i l l  f i t ;  w h i c h ,  i n c i d e n t a l l y ,  i s  n o t  t r u e  e l s e w h e r e  i n  the  
w o r l d .  

A n o t h e r  t h i n g  t h a t  w a s  d o n e  w i t h  the  A r m y  w a s  to s t a n d a r d i z e  r e d  
t a p e .  T h a t  w a s  r e a l l y  s e r i o u s .  In  m a s k i n g  t a p e  a n d  o t h e r  k i n d s  of  t a p e  
the  A r m y  w a n t e d  s t a n d a r d i z a t i o n  of c o l o r .  A n d  r e d  i s  one  of t he  m o s t  
u s e d  c o l o r s .  So we h a v e  now s t a n d a r d i z e d  r e d  t a p e  f o r  G o v e r n m e n t  u s e .  

T h e  I n v e n t o r s  C o u n c i l  i s  i n  t h a t  o f f i c e .  A t h o u s a n d  t h i n g s  a m o n t h  
c o m e  i n  t h e r e .  A b o u t  40 of  t h e m  a r e  r e f e r r e d  o v e r  to D e f e n s e  R&D 
p e o p l e .  J u s t  r e c e n t l y  t h e r e  w a s  a n  e l e c t r o g r a p h i c  p r i n t e r  t ha t  e m e r g e d  
f r o m  one  of  t h o s e  r e f e r r a l s ,  w h i c h  r e p l a c e s ,  I a m  to ld ,  s o m e  20 s t a n d -  
a r d  t e l e t y p e  m a c h i n e s .  T e s t  m o d e l s  a r e  now r e a d y  to a c t u a l l y  be  t e s t e d  
by the Signal Corps. 

T h e  W o r l d  W a r  ILl m i n e  d e t e c t o r  c a m e  ou t  of  t h i s  N a t i o n a l  I n v e n t o r s  
C o u n c i l  p r o c e d u r e .  I t  w a s  s u b m i t t e d  by j u s t  a n  o r d i n a r y  r a d i o  s e r v i c e -  
m a n  f r o m  the  A r m y ,  I u n d e r s t a n d ,  a l t h o u g h  n e a r l y  e v e r y  e l e c t r o n i c  
l a b o r a t o r y  in  the  c o u n t r y  w a s  w o r k i n g  on  the  p r o b l e m .  
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T h e n  we c o l l e c t  and d i s s e m i n a t e  t e c h n i c a l  l i t e r a t u r e .  G o v e r n m e n t  
r e s e a r c h  p r o j e c t s ,  a b o u t  1 3 , 0 0 0  t i t l e s  a y e a r ,  a r e  a b s t r a c t e d  and  a r e  
s e n t  out  to i n d u s t r y .  

J u s t  a l i t t l e  o v e r  a y e a r  ago  we s t a r t e d  on f o r e i g n  l i t e r a t u r e - - t r a n s -  
l a t i o n s  a v a i l a b l e  to us  f r o m  o t h e r  s o u r c e s .  We d o n ' t  t r a n s l a t e .  We h a v e  
a b o u t  1 3 , 0 0 0  of t h o s e ,  o r  a r a t e  of a b o u t  1 3 , 0 0 0  a y e a r ,  c o m i n g  t h r o u g h .  

We u s e  150 p e o p l e ,  r o u g h l y ,  on th is  w o r k .  The  h e a d  of tha t  o p e r a -  
t ion  r e c e n t l y  w a s  in M o s c o w .  T h e y  h a v e  1 , 7 0 0  p e o p l e  w o r k i n g  fu l l  t i m e  
on a c o m p a r a b l e  job .  T h e y  have  s o m e  2 5 , 0 0 0  p e o p l e  w o r k i n g  p a r t  t i m e ,  
m a n y  of t h e m  a s  t r a n s l a t o r s .  In j o u r n a l s  a l o n e ,  they  a r e  h a n d l i n g  1 2 , 0 0 0  
t i t l e s  f r o m  a b r o a d ,  3 , 0 0 0  f r o m  wi th in  the S o v i e t  c o u n t r i e s ,  in  65 l an -  
g u a g e s ,  f r o m  95 c o u n t r i e s .  T h i r t y - f i v e  p e r c e n t  of t h e i r  m a t e r i a l  i s  in 
E n g l i s h .  And they  a r e  t r a n s l a t i n g ,  c r o s s - i n d e x i n g ,  and  r e c a p i t u l a t i n g  
7 0 0 , 0 0 0  t e c h n i c a l  a r t i c l e s  a y e a r  f o r  d i s s e m i n a t i o n  in R u s s i a  in  the 
R u s s i a n  l a n g u a g e .  

We f e e l  tha t  t h e r e  i s  v e r y  d e f i n i t e l y  a n e e d  fo r  m o r e  i n f o r m a t i o n ,  
m o r e  i n d u s t r i a l  e c o n o m i c s  i n f o r m a t i o n ,  to m e e t  the t h r e a t  of e c o n o m i c  
w a r  wi th  the S o v i e t s .  And we h a v e  a t h r e a t  too,  not  on ly  wi th  the S o v i e t s  
but  wi th  o u r  own f r i e n d l y  n a t i o n s ,  in m e e t i n g  the c o m p e t i t i o n  in p r e f e r r e d  
m a r k e t s  and e v e n  h e r e  a t  h o m e .  We d o n ' t  h a v e  the i n f o r m a t i o n  that  we 
think m u s t  be c o l l e c t e d  to do that  job  p r o p e r l y .  

C o m i n g  b a c k  to the S o v i e t s  f o r  a m i n u t e ,  to c o m p a r e  s o m e  f i g u r e s ,  
the l a t e s t  f i g u r e  tha t  I think the D e p a r t m e n t  of C o m m e r c e  is  u s i n g  on 
g r o s s  n a t i o n a l  p r o d u c t  f o r  1959 is  478 b i l l ion .  F o r  the U. S. S. R. i t ' s  
s o m e w h e r e  a r o u n d  160 o r  170 b i l l i o n - - r o u g h l y  a t h i r d  a s  m u c h .  We a r e  
s p e n d i n g  a b o u t  10 p e r c e n t  of o u r s  f o r  the m i l i t a r y  and  f o r  f o r e i g n  a id .  
T h e y  a r e  s p e n d i n g  a b o u t  25 p e r c e n t ,  I u n d e r s t a n d .  

O u r  a n n u a l  g r o w t h  is  in the r a n g e  of 3 o r  4 p e r c e n t .  T h e i r  a n n u a l  
g r o w t h  i s  a b o u t  7 p e r c e n t .  O u r  f o r e i g n  a id  is  a b o u t  1 p e r c e n t  of  o u r  
to ta l .  T h e i r s  i s  p e r h a p s  m o r e  than 2. 

Bu t  p a r t i c u l a r l y  in the f o r e i g n  a id  f i e l d  they  h a v e  g r e a t  a d v a n t a g e s .  
A d i c t a t o r  can  m a k e  h i s  own d e c i s i o n s  and do w h a t e v e r  he w a n t s  to do. 
And,  w i th o u t  e l a b o r a t i n g  on that  t h e m e ,  b e c a u s e  you  a l l  know i t  p e r h a p s  
b e t t e r  than I do, l e t  m e  give  you  one s p e c i f i c  i n s t a n c e  of m y  own k n o w l -  
e d g e .  
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I m e n t i o n e d  t r a d e  m i s s i o n s  a wh i l e  ago.  I w a s  on the t r a d e  m i s s i o n  
to M o r o c c o  l a s t  s p r i n g .  M o r o c c o ,  a s  y o u  know,  g a i n e d  i n d e p e n d e n c e  
on ly  a f ew y e a r s  ago .  T h e y  h a v e  s e r i o u s  e c o n o m i c  p r o b l e m s .  W h e n  the 
U . S .  T r a d e  M i s s i o n  w a s  t h e r e  the y e a r  b e f o r e ,  the M o r o c c a n s  w e r e  
p l a g u e d  wi th  o v e r p r o d u c t i o n  on t h e i r  s a r d i n e  c a n n i n g  f o r  tha t  s e a s o n .  I t  
a m o u n t e d  to, l e t ' s  s a y ,  a h a l f  m i l l i o n  d o l l a r s  o r  s o m e t h i n g  l ike  tha t .  O u r  
T r a d e  M i s s i o n  to ld  t h e m  the n a m e s  of i m p o r t e r s  in  New Y o r k .  T h e y  to ld  

t h e m  how the  s a r d i n e s  wou ld  h a v e  to be p a c k a g e d ,  wha t  k ind  of l a b e l  t h e y  
wou ld  h a v e  to h a v e  in  o r d e r  to be a t t r a c t i v e  to h o u s e w i v e s .  E v e r y  l i t t l e  
f i s h  s h o u l d  be e x a c t l y  the s a m e  s i z e  and  s h o u l d  be put  in the c a n s  v e r y  
n i c e l y ,  a n d  s o m e  of t h e m  a p p a r e n t l y  w e r e n ' t .  

The  S o v i e t  t r a d e  m i s s i o n  c a m e  in  t h e r e  a few w e e k s  l a t e r  and  w a s  
to ld  a b o u t  the s a m e  p r o b l e m .  T h e y  sa id :  " F i n e ,  w e ' l l  buy  t h e m .  " T h e y  
did.  T h e y  p a c k e d  t h e m  up and  s h i p p e d  t h e m  to R u s s i a .  Now,  tha t  i s  a 
d e f i n i t e  a d v a n t a g e  tha t  the R u s s i a n s  h a v e  o v e r  us in  d e a l i n g  wi th  t h e s e  
n e w ,  u n d e r d e v e l o p e d  n a t i o n s ,  n a t i o n s  tha t  we m u s t  d e p e n d  o n i n  the f u t u r e  
f o r  m u c h  of o u r  r a w  m a t e r i a l  s u p p l y ,  and  n a t i o n s  tha t  we w a n t  to be 
f r i e n d l y  wi th .  We w a n t  t h e m  to be f r i e n d l y .  We w a n t  t h e m  to be s y m p a -  
t h e t i c  to us .  Bu t  we a r e  up a g a i n s t  a g r e a t  h a n d i c a p  in  s o m e  of t h o s e  
d e a l i n g s .  

I w a s  a l s o  f o r t u n a t e  e n o u g h  to be p a r t  of the U n i t e d  S t a t e s  d e l e g a t i o n  
to the ILO,  the I n t e r n a t i o n a l  L a b o r  O r g a n i z a t i o n ,  m e e t i n g  in  G e n e v a l a s t  
J u n e .  T h e r e  w a s  one  who le  b a l c o n y  t h e r e ,  wi th  a n y w h e r e  f r o m  3 to 5 o r  
m o r e  p e o p l e  f r o m  e a c h  c o u n t r y ,  f r o m  15 p o t e n t i a l  new c o u n t r i e s .  I th ink  
i t ' s  w o r t h  r e a d i n g  the l i s t .  T h e r e  w e r e  the C e n t r a l  A f r i c a n  R e p u b l i c ,  
the  C a m e r o o n s ,  the R e p u b l i c  of Chad ,  R e p u b l i c  of the Congo ,  the Gabon  
R e p u b l i c ,  the R e p u b l i c  of the I v o r y  C o a s t ,  the M a l a g a s y  R e p u b l i c ,  the  
R e p u b l i c  of the N i g e r ,  the F e d e r a t i o n  of N i g e r i a ,  the F e d e r a t i o n  of 
R h o d e s i a ,  N y a s a l a n d ,  the F e d e r a t i o n  of Mal i ,  S o m a l i l a n d ,  R e p u b l i c  of 
T o g o l a n d ,  R e p u b l i c  of the  U p p e r  V o l t a ,  and  the F e d e r a t i o n  of the W e s t  
I n d i e s .  F o u r t e e n  of t h o s e  f i f t e e n  a r e  f r o m  A f r i c a .  

E v e r y  one of t hose  c o u n t r i e s  r e p r e s e n t e d  at  the ILO,  t h e i r  p e o p l e  
w e r e  w a t c h i n g  c a r e f u l l y  the  b e h a v i o r  of the U. S. d e l e g a t i o n - - n o t  on ly  
t h e i r  b e h a v i o r  on the f l o o r  and  t h e i r  t a c t i c s  and  s t r a t e g y ,  but  the p e r -  
s o n a l  b e h a v i o r  of the i n d i v i d u a l s  of tha t  d e l e g a t i o n .  T h e y  w e r e  w a t c h i n g  
the b e h a v i o r  of the S o v i e t s  v e r y  c a r e f u l l y .  

We m u s t ,  in  m y  j u d g m e n t ,  do a lot  of b a s i c  e c o n o m i c  w o r k  in  the 
D e p a r t m e n t  of  C o m m e r c e ,  m u c h  of i t  in  o u r  a g e n c y ,  so  tha t  we c a n  
a n s w e r  m u c h  b e t t e r  t han  we c a n  now s o m e  of the i m p o r t a n t  q u e s t i o n s  
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t h a t  a r e  b e i n g  r a i s e d ,  m a n y  of  t h e m  r e l a t i n g  to f o r e i g n  t r a d e  a s  i t  
e x i s t s  a t  p r e s e n t ,  m a n y  of  t h e m  r e l a t i n g  to the  p o t e n t i a l  f u t u r e  f o r e i g n  
t r a d e  of  t h e s e  new  n a t i o n s .  

We m a d e  a s t u d y  r e c e n t l y  of  s o m e  10 o r  12 p r o d u c t s ,  the  k i n d  of  
s t u d y  t h a t  t he  e c o n o m i s t s  c a l l  a s t u d y  in  d e p t h ,  t r y i n g  to a r r i v e  a t  t he  
i m p o r t  i m p a c t  of  t h o s e  t h i n g s  on  o u r  e c o n o m y .  A b o u t  the  o n l y  c o n c l u -  
s i o n  t h a t  we  c a m e  to w a s  t h a t  we  do no t  h a v e  the  f a c t s ,  t h a t  we  do n o t  
h a v e  the  d a t a ,  on  w h i c h  to b a s e  s o u n d  c o n c l u s i o n s  f r o m  s u c h  a s t u d y .  We 
t h i n k  t h a t  t h i s  N a t i o n  h a s  to ge t  m o r e  f a c t s  i n  o r d e r  to m e e t  t he  S o v i e t  
e c o n o m i c  t h r e a t .  We t h i n k  t h a t  i t ' s  n o t  s o l e l y  a G o v e r n m e n t  o p e r a t i o n .  
I t  m u s t  be  a j o i n t  i n d u s t r y  a n d  G o v e r n m e n t  u n d e r t a k i n g .  A n d  i t  i s  t h e r e  
w h e r e  we  i n  BDSA f e e l  t h a t  we  h a v e  t h o s e  i n d u s t r y  c o n t a c t s .  We f e e l  
t h a t  we s h o u l d  e x p a n d  o u r  w o r k ,  o u r  c o n t a c t s  w i t h  i n d u s t r y  to g e t  i n t o  
s o m e  of t h i s  b a s i c  i n f o r m a t i o n .  

L e t  m e  g i v e  y o u  j u s t  one  m o r e  e x a m p l e .  Y o u  a l l  k n o w  of  the  f l ow  of 
U . S .  c a p i t a l  a b r o a d ,  t he  r u s h  w i t h  w h i c h  A m e r i c a n  c o m p a n i e s  a r e  b u i l d -  
i n g  p l a n t s  a b r o a d ,  p a r t i c u l a r l y  i n  the  C o m m o n  M a r k e t  a r e a ,  b u t  n o t  
e n t i r e l y  t h e r e .  I n  f a c t ,  t h e  c o m m o n  f i g u r e ,  I t h i n k ,  now i n  u s e  i s  1 , 0 0 0  
p l a n t s  b u i l t  a b r o a d  s i n c e  the  w a r  a n d  1 m i l l i o n  p e o p l e  w o r k i n g  in  t h o s e  
p l a n t s .  

W e l l ,  i t ' s  e a s y  to j u m p  to the  c o n c l u s i o n  t h a t  t h a t ' s  1 m i l l i o n  j o b s  
t a k e n  a w a y  f r o m  A m e r i c a n  w o r k e r s .  B u t  t h a t  i s  n o t  so ,  b e c a u s e  a l o t  
o f  t h o s e  p l a n t s ,  a l o t  of t h o s e  w o r k e r s ,  a r e  w o r k i n g  on  t h i n g s  to  be 
s h i p p e d  to m a r k e t s  t h a t  c o u l d  no t  be f i l l e d  by t h e i r  e q u i v a l e n t  n u m b e r  o f  
p e o p l e  w o r k i n g  in  the  U n i t e d  S t a t e s  in  c o m p a r a b l e  p l a n t s .  

In  o t h e r  w o r d s ,  t he  a n a l y s i s  of t h i s  w h o l e  p r o b l e m  of f o r e i g n  i n v e s t -  
m e n t  a n d  i t s  i m p a c t  o n  o u r  e c o n o m y  i s  no t  a s i m p l e  s t a t e m e n t  of  a 
t h o u s a n d  p l a n t s  a n d  a m i l l i o n  p e o p l e .  T o  g e t  a t  t he  a c t u a l  f a c t s  of  t h a t  
s i t u a t i o n  w i l l  t a k e  a p r o f o u n d  s t u d y ,  t h a t  we  a r e  n o t  a t  the  m o m e n t  
e q u i p p e d  to do.  We h o p e  t h a t  t he  C o n g r e s s  w i l l  a g r e e  t h a t  s o m e  of  t h e s e  
p r o b l e m s  a r e  i m p o r t a n t .  W h e n  t h e y  do ,  we h o p e  t h a t  B D S A - - a n d  I h o p e  
t h a t  y o u  now k n o w  a l i t t l e  m o r e  a b o u t  B D S A - - w i l l  be i n  t h e r e  d o i n g  o u r  
p a r t  to h e l p  s o l v e  t h e s e  p r o b l e m s .  I t h a n k  y o u  v e r y  m u c h .  

MR.  H E N K E L :  M r .  H u g h e s  i s  r e a d y  f o r  y o u r  q u e s t i o n s .  

Q U E S T I O N :  M r .  H u g h e s ,  I n o t i c e  t h a t  on  y o u r  o r g a n i z a t i o n  c h a r t  
y o u  h a v e  a W a t e r  a n d  S e w e r a g e  I n d u s t r y  a n d  U t i l i t i e s  D i v i s i o n .  I n o t i c e  
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the  a b s e n c e  of an  a i r c r a f t  d i v i s i o n .  I a m  w o n d e r i n g  if you  r e f e r  p r o b -  
l e m s  in  th i s  i n d u s t r y  to the D e p a r t m e n t  of D e f e n s e  o r  if  t hey  a r e  
h a n d l e d  in  one  of the o t h e r  d i v i s i o n s  in  BDSA. 

MR. HUGHES:  I a m  p o n d e r i n g  h e r e  how e l a b o r a t e l y  to a n s w e r  tha t  
q u e s t i o n .  T h e r e  w a s  in  the  W a r  P r o d u c t i o n  B o a r d  an A i r c r a f t  D i v i s i o n ,  
a s  y o u  w e l l  know.  In  the  s h a k e d o w n  the w o r k  on  a i r c r a f t  tha t  w a s  done  
f i r s t  in  W P B  a n d  t h e n  in  N P A - - t h e r e  w e r e  a lo t  of  d i v i s i o n s  c o m b i n e d ,  
and  y o u  w i l l  n o t i c e  t h e r e  a d i v i s i o n  c a l l e d  A u t o m o t i v e  and  T r a n s p o r t a -  
t ion  D i v i s i o n .  So the " m u s t "  jobs  w e r e  done in  tha t  d i v i s i o n - - t a x  a m o r -  
t i z a t i o n ,  f o r  e x a m p l e ,  and  a f ew t h i n g s  l ike  tha t .  

One  of the  t h ings  tha t  we h a v e  had  u n d e r  c o n s i d e r a t i o n  f o r  the  p a s t  
m o r e  than  a y e a r  now,  and  v e r y  a c t i v e  c o n s i d e r a t i o n ,  i s  w h e t h e r  o r  no t  
we s h o u l d  e s t a b l i s h  an  a i r c r a f t  i n d u s t r y  d i v i s i o n .  

A s h o r t  wh i l e  ago  we got  i n to  a i r c r a f t  m a t t e r s  s o m e w h a t  h e a v i l y  in  
c o n n e c t i o n  wi th  the d i s p o s a l  of  s u r p l u s  a i r c r a f t .  We c a l l e d  a c o u p l e  of 
i n d u s t r y  c o n f e r e n c e s  to d i s c u s s  s o m e  a s p e c t s  of tha t  p r o b l e m .  Abou t  
the s a m e  t i m e  the  E x p o r t  C o m m i t t e e  of w h a t  w a s  then  the A i r c r a f t  In -  
d u s t r y  A s s o c i a t i o n  c a m e  down  and  t a l k e d  wi th  the B u r e a u  of F o r e i g n  
C o m m e r c e  and  t a l k e d  wi th  us  a b o u t  s o m e  th ings  t h e y  wou ld  l ike  to h a v e  
the D e p a r t m e n t  of  C o m m e r c e  Suppo r t  a b r o a d  wi th  the F o r e i g n  S e r v i c e  
o f f i c e r s - - t h i n g s  tha t  t h e y  w a n t e d  the F o r e i g n  S e r v i c e  p e o p l e  to do f o r  
the i n d u s t r y .  

The  A i r c r a f t  C o o r d i n a t i n g  C o m m i t t e e  m a d e  a s p e c i f i c  r e c o m m e n d a -  
t i on  tha t  t h e r e  ough t  to be a c e n t r a l  f o c a l  poin t  f o r  i n f o r m a t i o n  on d i s -  
p o s a l  of s u r p l u s  a i r c r a f t  and  r e l a t e d  p r o b l e m s .  

So we h i r e d  a m a n  abou t  a y e a r  ago  and  put  h i m  in  as  a s p e c i a l  
a s s i s t a n t  to the A d m i n i s t r a t o r ,  w o r k i n g  on a i r c r a f t  p r o b l e m s .  He  h a s  a 
F o r e i g n  S e r v i c e  o f f i c e r  w i th  h i m .  We do h a v e  a l i t t l e  un i t  on a i r c r a f t  
now,  not  c o m p a r a b l e ,  h o w e v e r ,  to the i n d u s t r y  d i v i s i o n s  as  t h e y  a r e  now 
c o n s t i t u t e d ,  but  w i t h  a l l  of us  g iv ing  v e r y  s e r i o u s  c o n s i d e r a t i o n  as  to 
w h e t h e r  we s h o u l d  r e c o n s t i t u t e  i t  a s  a 26th i n d u s t r y  d i v i s i o n .  

QUESTION: The  d e t e r r e n t  p o w e r  o f  th is  c o u n t r y  d e p e n d s  on two 
i m p o r t a n t  t h i n g s ,  one  of w h i c h  i s  6 u r  a b i l i t y  to r e t a l i a t e  in  t i m e .  T h i s  
i s  s u p p o r t e d  by the D e f e n s e  b u d g e t  of s o m e  $40 to $50 b i l l i on  a y e a r .  
The  s e c o n d  p a r t  i s  o u r  a b i l i t y  to p r e s e n t  a d i f f i c u l t  t a r g e t  to the 
e n e m y ,  w h i c h  c o m e s  u n d e r  y o u r  d e p a r t m e n t  and  w h i c h  I u n d e r s t a n d  is  
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s u p p o r t e d  by p r a c t i c a l l y  40 c e n t s  a y e a r .  Do y o u  c o n s i d e r  th i s  a w i s e  
p o l i c y  on the p a r t  of the G o v e r n m e n t ?  

MR. HUGHES:  I w a s n ' t  e v e n  s u r e  we h a d  40 c e n t s  f o r  i t .  

I d o n ' t  th ink so.  No. As a m a t t e r  of f a c t ,  a t  the m o m e n t ,  e x c e p t  
f o r  g i v i n g  s o m e  c o n s i d e r a t i o n  a s  to how we ge t  b a c k  in to  th i s  p r o b l e m ,  
I r e a l l y  don ' t  b e l i e v e  we a r e  do ing  a n y t h i n g .  But  m a y  I s u g g e s t  tha t  
y o u  a s k  tha t  q u e s t i o n  a g a i n  w h e n  T r u p p n e r  i s  h e r e ,  b e c a u s e  he  c a n  
g ive  y o u  a f a r  m o r e  l u c i d  a n s w e r  than  I can .  I t ' s  r i g h t  in  h i s  shop ,  a n d  
I h a v e  not  i n q u i r e d  in to  i t  r e c e n t l y  to know w h a t  we a r e  do ing .  I know 
we h a v e  one m a n  in  t h e r e  who h a s  b e e n  s p e n d i n g  a lo t  of t i m e  t r y i n g  to 
c o m e  up wi th  s o m e  r e c o m m e n d a t i o n s  a g a i n ,  and  w o r k i n g  wi th  OCDM,  
a s  to how we s h o u l d  ge t  in to  i t  a c t i v e l y  and  a g g r e s s i v e l y .  Bu t  I a m  not  
f a m i l i a r  w i th  the c u r r e n t  s t a t u s  of i t .  

QUESTION: Back to your industry divisions for just a moment. 
I know that we have great technological advances at the moment in many 
of the things, and I know that you have an Electronics Division, a Com- 
munications Division, an Electrical Equipment Division, and a Scientific 
Motion Picture and Photographic Products Division. How can you define 
the industry and get the figures that you want and what specifically are 
you doing with respect to the Census now to get a better determination 
industrywide or a definition of the various new products and so forth so 
that you get them in the right industry? 

MR. HUGHES:  O u r  p e o p l e  w o r k  c l o s e l y  wi th  the  B u r e a u  of t h e  
B u d g e t  and  the  C e n s u s  in c o n n e c t i o n  wi th  r e v i s i o n s  of the  S t a n d a r d  In -  
d u s t r i a l  C l a s s i f i c a t i o n ,  wi th  wh ich  I a s s u m e  you  a r e  a l l  f a m i l i a r .  O u r  
e l e c t r o n i c s  p e o p l e  j u s t  r e c e n t l y ,  I know,  h a v e  b e e n  in v e r y  l e n g t h y  c o n -  
f e r . e n c e s  t r y i n g  to s t r a i g h t e n  out the  p r o b l e m  t h a t  you  r a i s e d .  And  wi th  
the  c o m p l e x i t y  of t h o s e  i n d u s t r i e s  and  tha t  e q u i p m e n t ,  t h e y  j u s t  d o n ' t  f i t  
c l e a n c u t  in to  c l a s s i f i c a t i o n  p a t t e r n s .  You c a n ' t  c o v e r  t h e m  wi th  a n i c e ,  
w e l l - r o u n d e d ,  t w o - ,  t h r e e - ,  f o u r - d i g i t  o r  e v e n  s i x - d i g i t  c o d e .  I t h ink  
w e ' r e  g o i n g  to  h a v e  to r u n  in to  f r a c t i o n s  to  c o v e r  s o m e  of t h e m .  I t ' s  a 
r e a l  p r o b l e m .  

Now, within our own operation we just arbitrari ly assign certain 
things to certain divisions. And very recently we took out of Communi- 
cations Division and put into Electronics Division some of the little 
gadgets that are used in microrelay stations. It's true that they are 
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u s e d  f o r  c o m m u n i c a t i o n s ,  bu t  f r o m  the  s t a n d p o i n t  of the  p r o d u c t i o n  of  
the  p r o d u c t  t h e y  a r e  e l e c t r o n i c s ;  a n d  in  the  a s s i g n m e n t  of  p r o d u c t s  to 
o u r  d i v i s i o n s  we t r y  to go by the  p r o d u c e r  of the  e q u i p m e n t .  

We h a v e  w h a t  we c a l l  a P r o d u c t  A s s i g n m e n t  D i r e c t o r y ,  w h i c h  t a k e s  
e v e r y  i t e m  in  the  S t a n d a r d  I n d u s t r i a l  C l a s s i f i c a t i o n  a n d  a s s i g n s  i t  to  o n e  
of o u r  i n d u s t r y  d i v i s i o n s .  T h a t  d o e s n ' t  m e a n  tha t  we a r e  w o r k i n g  a l l  t he  
t i m e  on  t h o s e  t h i n g s ,  bu t  t h a t  i s  the  s k e l e t o n  p a t t e r n .  In  the  e v e n t  of  a n  
e x p a n s i o n  to a W a r  P r o d u c t i o n  B o a r d ,  t h o s e  a r e  w h e r e  t h o s e  t h i n g s  w i l l  
be a s s i g n e d .  So we  h a v e  to be  a r b i t r a r y  on  s o m e  of the  p r o b l e m s  t h a t  
y o u  r a i s e d .  

Q U E S T I O N :  S i r ,  I n o t i c e  t ha t  w h e n e v e r  t h e r e  i s  a n  i n d u s t r y  s t r i k e ,  
t he  L a b o r  D e p a r t m e n t  g e t s  i n t o  i t ,  e v i d e n t l y  on  the  s i d e  of l a b o r .  I w a s  
w o n d e r i n g  if  the  C o m m e r c e  D e p a r t m e n t  p r o v i d e s  a n y  h e l p  f o r  i n d u s t r y  
d u r i n g  the  s t r i k e .  I n o t i c e  t ha t  y o u  h a v e  an  I r o n  a n d  S t e e l  D i v i s i o n .  
Do t h e y  p r o v i d e  i n f o r m a t i o n  f o r  t ha t  i n d u s t r y  ? 

MR. H U G H E S :  Y e s .  We h a v e  d o n e  a lo t  of t h i n g s  a n d  we h a d  a lo t  
of p e o p l e  v e r y  b u s y  a l l  d u r i n g  the  p e r i o d  of  the  s t r i k e  a n d  r i g h t  up  to 
now,  bu t  w i t h  v i r t u a l l y  no p u b l i c i t y .  

Y o u  w i l l  r e c a l l  t ha t  the  S e c r e t a r y  of  L a b o r ,  w i t h  the  a p p r o v a l  of  t he  
P r e s i d e n t ,  w a s  s e t  up  a s  s o r t  of  a n  i n d i v i d u a l  f a c t f i n d e r  a t  the  b e g i n n i n g  
of  the  s t r i k e .  W e l l ,  o u r  p e o p l e ,  w o r k i n g  t h r o u g h  the  i n d u s t r y  c o n t a c t s  
of  o u r  i n d u s t r y  d i v i s i o n s ,  w o r k i n g  t h r o u g h  o u r  f i e l d  o f f i c e s ,  c o l l e c t e d  
w h a t  we t h o u g h t  w o u l d  be p e r t i n e n t  i n f o r m a t i o n  r e l a t i n g  to the  e f f e c t s  of 
the  s t r i k e .  A n d  we s u b m i t t e d  w e e k l y  to the  S e c r e t a r y  of  L a b o r  a n d  to 
the  W h i t e  H o u s e  a s u m m a r y  of  o u r  f i n d i n g s .  I a l r e a d y  m e n t i o n e d  t h a t  
s o m e  of  o u r  p e o p l e  w o r k e d  w i t h  the  A t t o r n e y  G e n e r a l  in  c o n n e c t i o n  w i t h  
the  G o v e r n m e n t  s i d e  of  the  S u p r e m e  C o u r t  c a s e .  

T h e n  a f t e r  the  w o r k e r s  w e n t  b a c k  to the  m i l l s ,  we s u b m i t t e d  f o r  
s o m e  w e e k s  a d a i l y  r e p o r t  to  the  W h i t e  H o u s e  on  the  c o n t i n u e d  s c a r c i t y  
of s t e e l  to c o n s u m e r s ,  a g a i n  w o r k i n g  t h r o u g h  o u r  i n d u s t r y  d i v i s i o n s  
a n d  f i e l d  o f f i c e s .  In  o t h e r  w o r d s ,  o u r  f a r m  e q u i p m e n t  p e o p l e  w o u l d  c o n -  
t a c t  the  f a r m  e q u i p m e n t  m a n u f a c t u r e r s ,  a n d  the  f i e l d  o f f i c e s  w o u l d  c o n -  
t a c t  i n d u s t r y  in  g e n e r a l  i n  t h e i r  a r e a s ;  a n d  we p u t  t o g e t h e r  a s u m m a r y  
of  the  s u p p l y  s i t u a t i o n  a s  s e e n  t h r o u g h  the  e y e s  of  the  c o n s u m e r .  A n d  
t h e n  w h e n  i t  a p p e a r e d  t h a t  t h i n g s  w e r e  c o m i n g  b a c k  i n  g o o d  s h a p e ,  w e  
d i s c o n t i n u e d  the  d a i l y  r e p o r t  and ,  I g u e s s ,  r i g h t  up  to now we  h a v e  b e e n  
s u b m i t t i n g  w e e k l y  r e p o r t s .  No;  two  w e e k s  a g o  we s a i d :  "We h a v e  
n o t h i n g  to r e p o r t .  A n y  s h o r t a g e  i s  m i n o r ,  a n d  t h i n g s  s e e m  to be in  g o o d  
s h a p e .  " 17 



Q U E S T I O N :  We h a v e  h e a r d  m a n y  s t a t e m e n t s  h e r e  and  r e a d  in  the 
p a p e r  a b o u t  the  p r e s s u r e  of E u r o p e a n  m a r k e t s  and  w o r l d  m a r k e t s  and  
o u r  i n a b i l i t y  to c o m p e t e  in  t h e m .  D i s r e g a r d i n g  s p e c i f i c  i n d u s t r i e s ,  
w o u l d  y o u  c o m m e n t  on o u r  a b i l i t y  to c o m p e t e  in  the  w o r l d  m a r k e t s ,  w i t h  
o u r  c u s t o m a r y  p r e s s u r e s  ? 

MR. HUGHES:  Wel l ,  I wou ld  s a y  th i s :  T h e  B u r e a u  of F o r e i g n  
C o m m e r c e  v e r y  r e c e n t l y  c a m e  out  wi th  p r o b a b l y  a s  p r o f o u n d  a s t u d y  
a s  c a n  be m a d e  wi th  e x i s t i n g  i n f o r m a t i o n  e x a c t l y  on tha t  s u b j e c t ,  a n d  
the c o n c l u s i o n  tha t  t h e y  c a m e  to w a s  tha t  f r o m  the  s t a n d p o i n t  of  b r o a d -  
b r u s h  t r e a t m e n t  we a r e  g e t t i n g  a l o n g  v e r y  we l l .  I t  i s  t r u e  t h a t  we  h a v e  
l o s t  o u r  f o r e i g n  m a r k e t s  e n t i r e l y  in  s o m e  i t e m s  and  we h a v e  gone w a y  
down in  s o m e  o t h e r s ;  but  t h e r e  a r e  o t h e r  t h ings  tha t  h a v e  c o m e  up. So 
tha t  b r o a d l y  we a r e  s t i l l  not  in  a s  bad  s h a p e  a s  m a n y  of the c r e p e  h a n g -  
e r s  th ink  we a r e .  

Bu t  I p e r s o n a l l y  f e e l  tha t  th is  is  an  a r e a  in  w h i c h  we m u s t  do a 
g r e a t  d e a l  m o r e  w o r k  b e f o r e  a n y b o d y  c a n  s t a n d  up and  s a y  to a n y o n e  d e -  
f i n i t e l y  and  e x a c t l y  w h a t  the  a n s w e r  to y o u r  q u e s t i o n  i s .  The  c a t c h  
p h r a s e  h a s  b e e n ,  a s  y o u  know " p r i c i n g  o u r s e l v e s  ou t  of w o r l d  m a r k e t s .  " 

Now,  t h e r e  a r e  a lo t  of  i t e m s  tha t  y o u  c a n  p i ck  i n d i v i d u a l l y  and  m a k e  
a c a s e  f o r  e a c h  i t e m  tha t  I d o n ' t  th ink  a n y b o d y  c o u l d  r e f u t e ,  tha t  we  h a v e  
p r i c e d  o u r s e l v e s  out  of the  m a r k e t .  " P r i c e d "  i s  not  qui te  t he  r i g h t  w o r d  
but  o u r  c o m p e t i t i v e  c o s t s  a r e  s u c h  tha t  we c a n ' t  c o m p e t e .  

In  the c a s e  of a u t o m o b i l e s  s o m e  h a v e  c l a i m e d  tha t  we h a v e  d e l i b e r -  
a t e l y  d e s i g n e d  o u r s e l v e s  out  of the m a r k e t .  I t  w a s n ' t  a q u e s t i o n  of  p r i c e  
so  m u c h .  I t  w a s  the d e s i g n .  Bu t  I th ink  the t r e n d  h a s  now t u r n e d  a r o u n d ,  
a n d  I d o n ' t  th ink  t h e r e  i s  a n y  doubt  but  t ha t  we s h o u l d  ge t  an  i n c r e a s i n g  
s h a r e ,  w i th  o u r  p r e s e n t  c o m p a c t  c a r s  and  the p l a n s  of s o m e  of the  c o m -  
p a n i e s  to b r i n g  out  an  e v e n  s m a l l e r  c a r .  T h e n  I th ink  we wi l l  be r i g h t  
b a c k  in  the i n t e r n a t i o n a l  b u s i n e s s  in  a u t o m o b i l e s ,  but  o n l y  p r o v i d i n g  
tha t  f o r e i g n  c o u n t r i e s  r e m o v e  r e s t r i c t i o n s  t ha t  d i s c r i m i n a t e  a g a i n s t  o u r  
c a r s .  

Q U E S T I O N :  It  i s  m y  u n d e r s t a n d i n g  tha t  the a u t h o r i t y  f o r  th i s  a c -  
c e l e r a t e d  tax  a m o r t i z a t i o n  e x p i r e d  a t  the end  of D e c e m b e r  a n d  tha t  m o s t  
of the  e x p a n s i o n  goa l s  h a v e  b e e n  m e t .  I w o n d e r e d  if t h e r e  had  b e e n  a n y  
p o s s i b i l i t y  of a r e n e w a l  of  tha t  a u t h o r i t y ;  and ,  i f  so ,  wha t  a r e a s  of i n -  
d u s t r y  wou ld  be g i v e n  the t r e a t m e n t .  
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MR. H U G H E S :  I h a v e  h e a r d  o f  no  s e r i o u s  m o v e m e n t  i n  t h a t  d i r e c -  
t i on .  T h a t  d o e s  no t  n e c e s s a r i l y  m e a n  t h a t  t h e r e  isnVt, b e c a u s e  I m i g h t  
n o t  h a v e  h e a r d  of  i t .  B u t  I donVt k n o w  t h a t  t h e r e  i s  a n y t h i n g  of  t h a t  k i n d  
in  the  o f f ing .  

Q U E S T I O N :  W h a t  a s s o c i a t i o n  do y o u  h a v e  w i t h  the  D e f e n s e  D e p a r t -  
m e n t  in  the  a d m i n i s t r a t i o n  of  the  M i l i t a r y  A s s i s t a n c e  P r o g r a m ,  p a r t i c u -  
l a r l y  w i t h  r e g a r d  to s u r p l u s  m a t e r i a l s  t h a t  m a y  be u s e d  in  t h i s  p r o g r a m  
a n d  o f f - s h o r e  p r o c u r e m e n t  ? 

MR.  H U G H E S :  I t h i n k  m y  a n s w e r  w i l l  h a v e  to be " n o n e .  " B u t  I 
a m  no t  p o s i t i v e  t h a t  t h a t  i s  n e c e s s a r i l y  the  fu l l  a n d  c o r r e c t  a n s w e r .  
N o n e  t h a t  I k n o w  of. 

N o w ,  a g a i n ,  b e a r  i n  m i n d  t h a t  in  the  p o s i t i o n  t ha t  I h a v e  b e e n  i n  up  
u n t i l  y e s t e r d a y ,  t h e r e  w e r e  q u i t e  a f ew t h i n g s  t h a t  w e r e  g o i n g  o n  in  the  
a d m i n i s t r a t i v e  o f f i c e  t h a t  I w a s  no t  f u l l y  a w a r e  of a t  a l l  t i m e s ,  a n d  we  
d i v i d e d  c e r t a i n  j o b s .  So t h a t  t h i s  c o n c e i v a b l y  c o u l d  be a n  a r e a  i n  w h i c h  
t h e r e  m a y  h a v e  b e e n  s o m e  c o n v e r s a t i o n s .  B u t  a s  f a r  a s  a n y  d a y - t o - d a y  
o p e r a t i o n s ,  I t h i n k  I c a n  s a y ,  w i t h o u t  q u a l i f i c a t i o n ,  " n o n e .  " 

Q U E S T I O N :  My o r i g i n a l  q u e s t i o n  h a s  b e e n  a n s w e r e d  a l r e a d y ,  b u t  
I n o t i c e d  t h a t  t h e r e  d o e s n ' t  a p p e a r  to be a s h i p b u i l d i n g  i n d u s t r y  d i v i s i o n  
i n  y o u r  b o x e s .  T h a t  i s  p r o b a b l y  h a n d l e d  by s o m e  o t h e r  d i v i s i o n .  

MR.  H U G H E S :  M a r i t i m e  A d m i n i s t r a t i o n .  

Q U E S T I O N :  W h a t  c o n n e c t i o n  i s  t h e r e  b e t w e e n  the  two of t h e m ?  

MR.  H U G H E S :  In  p e a c e t i m e ,  v e r y  l i t t l e .  V i r t u a l l y  n o n e .  I t h i n k  
the  o n l y  d i r e c t  c o n t a c t s  we h a v e  h a d  w i t h  t h e m ,  to m y  k n o w l e d g e ,  a t  
l e a s t  t h a t  I h a v e  h a d ,  i s  t ha t  i n  c o n n e c t i o n  w i t h  a n y  of  t h e s e  f o r e i g n  
e x c e s s  p r o p e r t y  t h i n g s  t h a t  i n v o l v e  L S T ' s  o r  a n y  of t h e s e  s u r p l u s  t h i n g s ,  
we  c o n s u l t  w i t h  the  M a r i t i m e  A d m i n i s t r a t i o n .  We c o n s u l t e d  w i t h  t h e m  
a s  to the  e f f e c t  of  t he  s t e e l  s t r i k e  on  s h i p b u i l d i n g .  B u t  t h e r e  i s  v e r y  
l i t t l e  c o n n e c t i o n  b a c k  a n d  f o r t h .  

You  w i l l  n o t i c e  too t h a t  t h e r e  i s  no  p e t r o l e u m  i n d u s t r y  box .  
in  the  D e p a r t m e n t  of  I n t e r i o r .  T h e r e  i s  n o t h i n g  on  s o l i d  f u e l s .  
a l s o  in  the  D e p a r t m e n t  of I n t e r i o r .  

T h a t ' s  
T h a t  is 
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QUESTION: T h e r e  i s  s o m e  s p e c u l a t i o n  tha t  the s t e e l  s e t t l e m e n t  
w i l l  l e a d  to a f u r t h e r  p r i c e  i n c r e a s e  of s t e e l .  My  q u e s t i o n  i s ,  wi l l  the 
D e p a r t m e n t  of C o m m e r c e  ge t  i n to  the a d m i n i s t r a t i v e  p r i c e  f i x i n g  of 
steel. '? A n d  do y o u  a n t i c i p a t e  a n y  r i s e  in  the p r i c e  of s t e e l ?  

MR. HUGHES: I wou ld  not  th ink  tha t  the  D e p a r t m e n t  of C o m m e r c e  
wou ld .  No. T h a t  w o u l d  be c o n t r a r y  to w h a t  I b e l i e v e  the D e p a r t m e n t ' s  
p o l i c y  i s .  B e a r  in  m i n d  tha t  I a m  not  in  a p o l i c y - l e v e l  p o s i t i o n  in  the  
D e p a r t m e n t .  We a r e  an  o p e r a t i n g  a g e n c y ,  and  we go up one f l o o r  in the  
b u i l d i n g  on m a t t e r s  of po l i cy .  

Q U E S T I O N :  I u n d e r s t a n d  tha t  a t  one t i m e  y o u  w e r e  h a v i n g  d i f f i c u l t y  
in  k e e p i n g  up y o u r  i n d u s t r y  d i v i s i o n s .  Is  th is  s t i l l  a p r o b l e m ?  H a v e  
y o u  f e l t  a n y  p a r t i c u l a r  s q u e e z e  f r o m  the B u r e a u  of the  B u d g e t  on tha t  ? 

MR. HUGHES: What  we h a v e  t r i e d  to do in  the  l a s t  coup le  of y e a r s ,  
and  e n t i r e l y  u n s u c c e s s f u l l y  as  f a r  a s  new m o n e y  i s  c o n c e r n e d ,  i s  to 
s o r t  of  b r o a d e n  the h o r i z o n s  of the i n d u s t r y  d i v i s i o n s .  M a n y  of o u r  
p e o p l e  s e r v e d  in N P A ,  w h e r e  t h e i r  job w a s  to a l l o c a t e  s t e e l  and  o t h e r  
m a t e r i a l s  to the c o m p a n i e s  in  t h e i r  i n d u s t r y .  T h e y  know t h e i r  i n d u s t r y  
f r o n t w a r d s  and  b a c k w a r d s  and  e v e r y  p l an t  in  t h e m  v e r y  we l l .  M e n  l ike  
tha t ,  h o w e v e r ,  t end  to ge t  in to  s u c h  a n a r r o w  f r a m e w o r k  of o p e r a t i o n  
tha t  t h e y  m a y  not  be the b e s t  m e n  to s e e  the r e l a t i o n s h i p  of t h e i r  i n d u s t r y  
to o t h e r  i n d u s t r i e s  and  to the b r o a d  e c o n o m i c  p r o b l e m s  both  d o m e s t i c a l l y  
and  i n t e r n a t i o n a l l y .  

So wha t  we a r e  hop ing  to do i s  to c r e a t e  w h a t  we a r e  r e f e r r i n g  to as  
an  i n d u s t r i a l  e c o n o m i c s  s t a f f ,  w h e r e  we wi l l  ge t  s o m e  e c o n o m i s t s  to 
w o r k ,  s o m e  in  o u r  i n d u s t r y  d i v i s i o n s  d i r e c t l y ,  in the b i g g e r  d i v i s i o n s ;  
but  s o m e  in  the s t a f f  a r e a  w h e r e  e a c h  m a n  wi l l  h a v e ,  s a y ,  two o r  t h r e e  
of o u r  d i v i s i o n s  to look a f t e r ,  d i v i s i o n s  wi th  c o m m o n  i n t e r e s t s .  

We h a v e  not  y e t  b e e n  ab le  to c o n v i n c e  o t h e r  p e o p l e  tha t  tha t  i s  a 
d e s i r a b l e  th ing  to do. So I would  s a y  tha t ,  in  m y  j u d g m e n t ,  the a n s w e r  
to y o u r  q u e s t i o n ,  a f t e r  a l l  th i s  t a l k i n g  on m y  p a r t ,  i s :  Y e s ;  we do h a v e  

a b i t  of a s q u e e z e .  

QUESTION:  My q u e s t i o n  t a k e s  off f r o m  the p r e v i o u s  one .  R e t u r n i n g  
to y o u r  o r g a n i z a t i o n  c h a r t ,  y o u  show 25 i n d u s t r y  d i v i s i o n s  in  y o u r  o f f i c e .  
I r e m e m b e r  m a n a g e m e n t  e n g i n e e r s  t e l l i ng  m e  tha t  you  s h o u l d n '  h a v e  
m o r e  than  f o u r  to s e v e n  p e o p l e  r e p o r t i n g  to you  and  tha t  the f a s t e s t  w a y  
to get  in to  t r o u b l e  i s  to h a v e  too m a n y  p e o p l e  r e p o r t i n g  to you .  Do y o u  
h a v e  25 p e o p l e  r e p o r t i n g t o y o u  o r  y o u r  d e p u t y ?  If so,  how do you  do i t ?  
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MR. HUGHES:  I c a n ' t  d i s a g r e e  wi th  a th ing  tha t  you  h a v e  s a i d .  I 
wi l l  t e l l  y o u  th i s ,  though:  T h i s  i s  the  t h i r d  t i m e  I ' v e  b e e n  in  G o v e r n -  
m e n t  s e r v i c e .  W a y  b a c k  y e a r s  ago  I s t a r t e d  in  the B u r e a u  of M i n e s .  I 
l e f t  t h e r e  a f t e r  11 y e a r s ,  in the e a r l y  p a r t  of  1941 and  I h a d  an  a c t i v e  
u l c e r .  T h e n  I w a s  a s k e d  to c o m e  b a c k  in to  E C A ,  tha t  i s ,  the M a r s h a l l  
p lan ,  and  w o r k e d  f o r  two and  a h a l f  y e a r s  in P a r i s  on the M a r s h a l l  p l an ,  
w h i c h  w a s  m o s t  e n j o y a b l e .  Bu t  w h e n  I l e f t  t h e r e  in  1951 I a g a i n  h a d  an  
a c t i v e  u l c e r .  

But ,  s e r i o u s l y ,  up un t i l  I g u e s s  i t  w a s  two y e a r s  a g o - - a t  l e a s t  i t  
w a s  s o m e  t i m e  w h e n  t h e y  r e o r g a n i z e d - - t h e y  u s e d  to h a v e  t h r e e  a s s i s t -  
an t  a d m i n i s t r a t o r s .  T h a t ' s  b e f o r e  I w a s  t h e r e .  And  t h e y  h a d  the i n -  
d u s t r y  d i v i s i o n s  d i v i d e d  in to  t h r e e  g r o u p s  and  c a m e  up t h r o u g h  an  
a s s i s t a n t  a d m i n i s t r a t o r .  I th ink  t h e r e  m i g h t  be s o m e  m e r i t  in tha t  too.  

I wi l l  s a y  th is :  tha t  a s  a r e s u l t  of w h a t  y o u  po in t  out ,  I s p e n d  m o s t  
of m y  t i m e  s i t t i n g  and  t a l k ing  to p e o p l e .  I d o n ' t  ge t  m u c h  t i m e  f o r  a n y -  
th ing  e l s e .  

QUESTION:  M a y  I a s k  th i s  q u e s t i o n  r e g a r d i n g  p o l i c y :  Wha t  i s  the  
n a t u r e  of the f o r e i g n  and  d o m e s t i c  e c o n o m i c  p o l i c y  g u i d a n c e  tha t  y o u  
m i g h t  ge t  t ha t  e s t a b l i s h e s  a, f r a m e w o r k  and  g i v e s  y o u  the d i r e c t i o n  tha t  
y o u  wi l l  t a k e  in  h e l p i n g  the  D e p a r t m e n t  of C o m m e r c e  p r o m o t e  c o m m e r c e  ? 
And  in  a n s w e r i n g  tha t  q u e s t i o n  wou ld  you  be so k ind  a s  to i n d i c a t e  
w h e t h e r  o r  not  y o u  p l a y  any  k ind  of r o l e  in  d e v e l o p i n g  d o m e s t i c  and  
f o r e i g n  e c o n o m i c  p o l i c y ?  

MR. HUGHES:  I wou ld  l ike  to a n s w e r  that  b a c k w a r d s  and  s a y ,  t ha t  
the r o l e  tha t  I m i g h t  p l ay ,  o r  tha t  m y  p e o p l e  m i g h t  p l ay ,  wou ld  be the  
f a c t u a l  i n f o r m a t i o n  tha t  we c o u l d  d e v e l o p  to b r i n g  to b e a r  on s p e c i f i c  
p r o b l e m s ,  tha t  in  t u r n  m i g h t  be r e f l e c t e d  in  c h a n g e s  of p o l i c y .  

As f a r  a s  s a y i n g ,  w h a t  i s  th is  p o l i c y  and  how d o e s  i t  c o m e  to us  ? 
I th ink  p r o b a b l y  the b e s t  w a y ,  if  a n y  of y o u  h a v e  tha t  a s  a t e r m  p a p e r  
h e r e ,  I th ink one of the w a y s  tha t  y o u  c o u l d  ge t  a lot  of i n f o r m a t i o n  w o u l d  
be to go b a c k  t h r o u g h  the  f i l e  of the s p e e c h e s  m a d e  by M r .  K e a r n s ,  who 
i s  o u r  A s s i s t a n t  S e c r e t a r y  f o r  I n t e r n a t i o n a l  A f f a i r s .  M r .  K e a r n s  l i k e s  
to s p e a k  and  s p e a k s  we l l .  H e ' s  one  of t h e s e  p e o p l e  w h o - - a n d  I m e a n  
th i s  in a v e r y  c o m p l i m e n t a r y  f a s h i o n - - d o e s n ' t  h e s i t a t e  a t  a l l  to s t i c k  h is  
n e c k  out .  So tha t  h i s  s p e e c h e s  a r e  r e a l l y  qui te  r e v e a l i n g .  And  if you  
go b a c k  e v e n  on ly  two y e a r s ,  y o u  wi l l  f i nd  g r e a t  e m p h a s i s  on a id  and  
i n v e s t m e n t  a b r o a d  and  "We m u s t  l e t  c o u n t r i e s  i m p o r t  in to  the U n i t e d  
S t a t e s "  and  g r e a t  e m p h a s i s  on w o r k i n g  wi th  the f o r e i g n  c o u n t r i e s  a n d  
f o r e i g n  m a n u f a c t u r e r s  to d e v e l o p  g r e a t e r  i m p o r t s  in to  the U n i t e d  S t a t e s .  
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B u t  now the  p e n d u l u m  h a s  s w u n g  s o m e w h a t  the  o t h e r  w a y ,  a n d  
r i g h t f u l l y ;  a n d  the  e m p h a s i s ,  y o u  w i l l  f i n d ,  i n  M r .  K e a r n s '  s p e e c h e s ,  
i s  to p r o m o t e  e x p o r t s ,  a n d  f o r  the  G o v e r n m e n t  to do e v e r y t h i n g  p o s s i b l e  
to d e v e l o p  a p r o g r a m ,  a n  i n d u s t r y - g o v e r n m e n t  p r o g r a m ,  to k e e p  o u r  
e x p o r t s  up  a n d  p r e v e n t  a n y  f u r t h e r  d e c l i n e  in  e x p o r t s ,  a n d  to go on  i n t o  
f u r t h e r  a n d  g r e e n e r  p a s t u r e s  in  the  e x p o r t  f i e l d .  

I t h i n k  t h a t  b o t h  p o s i t i o n s  a r e  s u p p o r t a b l e  by the  f a c t s  a s  t h e y  e x -  
i s t e d  two o r  t h r e e  y e a r s  a g o  a n d  a s  t h e y  now e x i s t .  In  the  p a s t  y e a r  
o u r  b a l a n c e  of p a y m e n t s  s i t u a t i o n  h a s  t u r n e d  r i g h t  a r o u n d ,  a s  I t h i n k  
y o u  a l l  k n o w .  

During the intermission I was asked to say a little bit more about 
the makeup of the industry divisions; and I can say just this: that they 
vary greatly. For almost any criterion that you might take you will find 
one division over here and you will find another one over here and you 
will find most of them somewhere in between. And for very good: 
reasons, in many instances. 

T a k e  t h i s  w h o l e  p r o b l e m  of i n d u s t r i a l  m o b i l i z a t i o n .  O u r  I r o n  a n d  
S t e e l  D i v i s i o n ,  o u r  C o p p e r  D i v i s i o n ,  o u r  A l u m i n u m  a n d  M a g n e s i u m  
D i v i s i o n  a r e  r i g h t  i n  t h a t  w a y  up to t h e i r  n e c k s ,  b e c a u s e  t h e y  a r e  the  
c o n t r o l l e d  m a t e r i a l s  u n d e r  the  D e f e n s e  M a t e r i a l s  S y s t e m .  T a k e  o u r  
E l e c t r o n i c s  D i v i s i o n  a n d  o u r  S c i e n t i f i c  I n s t r u m e n t  p e o p l e .  T h e y  a r e  
s t i l l  v e r y  a c t i v e  i n  the  m o b i l i z a t i o n  a r e a ,  a s  I i n d i c a t e d  e a r l i e r .  On  the  
o t h e r  h a n d ,  go  to the  T e x t i l e s  D i v i s i o n .  T e x t i l e s  d o n ' t  u s e  a n y  D e f e n s e  
M a t e r i a l s  S y s t e m  m a t e r i a l s .  T h e y  s p e n d  v e r y  l i t t l e  of  t h e i r  t i m e  on  
m o b i l i z a t i o n .  Y o u r  f a v o r i t e  S e w e r a g e  D i v i s i o n  d o e s n ' t  s p e n d  v e r y  m u c h  
t i m e  on  m o b i l i z a t i o n .  I n c i d e n t a l l y ,  i t ' s  W a t e r  a n d  S e w e r a g e  a n d  U t i l i t i e s ,  
a s  y o u  s e e  f r o m  the  n a m e .  I t ' s  one  of  o u r  s m a l l e r  d i v i s i o n s ,  bu t  i t  i s  
one  of o u r  m o s t  a c t i v e  d i v i s i o n s ;  a n d  i t  s e r v e s  a v e r y  e s s e n t i a l  p u r p o s e .  

Q U E S T I O N :  M r .  H u g h e s ,  we h a v e  d i s c u s s e d  f o r e i g n  t r a d e ,  we  h a v e  
d i s c u s s e d  b a l a n c e  of p a y m e n t s ,  bu t  we h a v e n ' t  d i s c u s s e d  t a r i f f s .  N o w ,  
I w o u l d  i m a g i n e  t h a t  y o u r  i n d u s t r i e s  w i t h i n  t h i s  b r o a d  s p e c t r u m  h e r e  h a v e  
d e v e l o p e d  s o m e  p a t t e r n s  on  t h e i r  v i e w s  c o n c e r n i n g  t a r i f f s  o r  a r t i f i c i a l  
r e s t r a i n t s  of  t r a d e .  I s  t ha t  too p o l i t i c a l  a q u e s t i o n  f o r  y o u  to h a n d l e ?  
W h a t  a r e  y o u r  v i e w s  on t a r i f f s  ? 

MR. HUGHES: T h a t ' s  a r a t h e r  b r o a d  q u e s t i o n .  L e t  m e  s a y  t h a t  
I a m  r e f l e c t i n g  the  v i e w s  of s o m e  i n d u s t r y  p e o p l e  t h a t  I h a v e  t a l k e d  w i t h  
r e c e n t l y ,  t h o u g h  n o t  n e c e s s a r i l y  a n  a d e q u a t e  a n d  p r o p e r  s a m p l i n g  a n d  
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c r o s s  s e c t i o n ;  bu t  I t h i n k  t h e r e  i s  m o r e  c o n c e r n  on the  p a r t  of  m a n y  
i n d u s t r i e s  on  t h e s e  a r t i f i c i a l  b a r r i e r s  to t r a d e - - t h e  q u o t a s  a n d  n o t  
m a k i n g  a v a i l a b l e  f o r e i g n  e x c h a n g e  a n d  t h o s e  t h i n g s - - t h e  t h i n g s  t h a t  
w e r e  b e i n g  d i s c u s s e d  in  the  m o s t  r e c e n t  m e e t i n g  of  G A T T ,  in  O c t o b e r  
i n  T o k y o .  M r .  D i l l o n  w a s  t h e r e  and  M r .  K e a r n s  w a s  t h e r e .  

T h e y  m a d e  a lo t  of  p r o g r e s s  i n  t h a t  m e e t i n g  w i t h  v a r i o u s  n a t i o n s  
t h a t  a r e  m a r k e t s  f o r  o u r  p r o d u c t s ,  i n  g e t t i n g  t h e m  to a g r e e  to t a k e  off  
t h e s e  v a r i o u s  a r t i f i c i a l  b a r r i e r s .  

On  t a r i f f s  y o u  w a n t e d  to k n o w  m y  p e r s o n a l  o p i n i o n  a n d  I w o u l d  s a y  
t h a t  I l e a n  p r o b a b l y  c l o s e r  to b e i n g  a f r e e  t r a d e r  t h a n  I do a p r o t e c -  
t i o n i s t .  I t h i n k  h i g h  t a r i f f s  a r e  a g r e a t  m i s t a k e .  On  the  o t h e r  h a n d ,  I 
t h i n k  t h a t  w h a t  we h a v e  s e t  up  in  the  T r a d e  A g r e e m e n t s  A c t ,  t h a t  i s ,  i n  
S e c t i o n  7, t he  e s c a p e  c l a u s e ,  f o r  t h o s e  i n d u s t r i e s  t h a t  f o r  a n  e c o n o m i c  
r e a s o n ,  I m e a n ,  i f  t he  f o r e i g n  i m p o r t e r s  j u m p  on a p a r t i c u l a r  i n d u s t r y  
a n d  d r i v e  the  p r i c e  d o w n  and  t e n d  to f o r c e  t ha t  i n d u s t r y  ou t  of  b u s i n e s s ,  
t h e n  I d e f i n i t e l y  f e e l  t h a t  t h a t  i n d u s t r y  e i t h e r  s h o u l d  h a v e  s o m e  p r o t e c -  
t i on ,  o r  t h e r e  s h o u l d  be s o m e  w a y  t h a t  i t  c a n  be h e l p e d  in  p h a s i n g  ou t  
of  t h a t  b u s i n e s s  a n d  g e t t i n g  i n t o  s o m e  o t h e r  r e l a t e d  l i n e .  

N o w ,  we h a v e  b e e n  r a t h e r  s u c c e s s f u l ,  a n d  M r .  K e a r n s  h a s  b e e n  
r a t h e r  s u c c e s s f u l  p e r s o n a l l y ,  i n  H o n g  K o n g ,  w h i c h  i s  j u s t  a h o t b e d  of  
t r o u b l e  to a lo t  of  o u r  i n d u s t r i e s ,  p a r t i c u l a r l y  the  t e x t i l e  a n d  the  a p p a r e l  
i n d u s t r i e s ,  b e c a u s e  s u c h  w e l l - k n o w n  a n d  c o m m o n l y  u s e d  i t e m s  a s  
w o m e n ' s  b r a s s i e r e s  c o m e  in  f r o m  H o n g  K o n g  in  a l m o s t  an  e x a c t  c o p y  
o f - - I  d o n ' t  k n o w  w h a t  t he  t r a d e  n a m e  i s - - F o r m f i t  o r  s o m e  of  t h e s e  t h a t  
t he  g a l s  l i k e ,  o r  M a i d e n f o r m .  Y o u  w i l l  h a v e  the  M a i d e n f o r m  on  a r a c k  
h e r e  s e l l i n g  f o r ,  l e t ' s  s a y ,  two  d o l l a r s  o r  m a y b e  t h r e e  d o l l a r s ;  a n d  y o u ' l l  
h a v e  the  H o n g  K o n g  i m p o r t  o v e r  h e r e  two  f o r  $ 1 . 8 7 .  A n d  i t  t a k e s  a w f u l l y  
c l o s e  s c r u t i n y ,  I a m  to ld ,  to d e t e c t  t he  d i f f e r e n c e .  

Now,  w h e n  M r .  K e a r n s  w a s  o v e r  t h e r e ,  he  w a s  a b l e  to ,  I t h i n k ,  g e t  
a p r e t t y  g o o d  a p p r e c i a t i o n  on  t h e i r  p a r t  of  t he  f a c t  t h a t  i f  t h e y  j u s t  c o n -  
c e n t r a t e  on  b r a s s i e r e s  a n d  s e n d  t h e m  in ,  we w i l l  t a k e  s o m e  k i n d  of  
G o v e r n m e n t  a c t i o n  to  p r e v e n t  t h a t  b e i n g  d o n e .  On  the  o t h e r  h a n d ,  i f  t h e y  
e n t e r  i n t o  s o m e  k i n d  of  a s e n s i b l e ,  s e l f - p o l i c e d  q u o t a  s y s t e m  of  t h e i r  
o w n  a n d  d i v e r s i f y  t he  p r o d u c t s  t h a t  t h e y  a r e  s h i p p i n g  i n t o  the  U n i t e d  
S t a t e s ,  we  t e l l  t h e m  t h a t  V'Yes, the  U n i t e d  S t a t e s  d o e s  p r o v i d e  a v e r y  
g o o d  m a r k e t  f o r  y o u r  p r o d u c t s . . w  

I 
I t h i n k  h e  La id ,  w h e n  h e  c a m e  b a c k  t he  l a s t  t i m e ,  t h a t  t h e r e  a r e  

2 m i l l i o n  C ~ i n e s e  r e f u g e e s  i n  H o n g  K o n g ,  a n d  t h e y  a r e  a l l  e m p l o y e d ,  
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a n d  a l m o s t  a l l  of  t h e m  in  the  t e x t i l e  and  the  a p p a r e l  i n d u s t r i e s .  A n d  
m a n y  of  t h e m  a r e  i n  p l a n t s  t h a t  h a v e  b e e n  s e t  up  w i t h  A m e r i c a n  c a p i t a l ,  
a n d  m a n y  of  t h e m  in  p l a n t s  t h a t  h a v e  A m e r i c a n  d e s i g n e r s  w o r k i n g  in  
H o n g  K o n g  t h a t  a r e  p r o d u c i n g  t h e s e  t h i n g s  a n d  s h i p p i n g  t h e m  i n t o  t h i s  
m a r k e t .  

MR. H E N K E L :  I t h ink  t ha t  i s  a g o o d  p o i n t  to  c l o s e  on ,  M r .  H u g h e s .  
I a m  s u r e  t h a t  a l l  of  u s  h a v e  a b e t t e r  u n d e r s t a n d i n g  a f t e r  l i s t e n i n g  to 
y o u .  On  b e h a l f  of  the  C o l l e g e  a n d  the  C o m m a n d a n t ,  t h a n k  y o u  v e r y  m u c h  
f o r  c o m i n g .  

(19 J u l y  1 9 6 0 - - 4 ,  6 0 0 ) B / e n : b n  
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