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I N T E R N A T I O N A L  P R I C E  S T A B I L I Z A T I O N  

18 F e b r u a r y  1960 

DR.  KRESS:  G e n e r a l  1Yiundy, G e n e r a l  H o u s e m a n ,  G e n t l e m e n :  

We wan t  to d i s c u s s  h e r e  t o d a y  i n t e r n a t i o n a l  p r i c e  s t a b i l i z a t i o n  and  in  

i t s  b r o a d e r  a s p e c t s .  

We have  h e r e  a p a n e l  of p r a c t i c a l  peop le ,  

e v e r y  day  h a n d l i n g  t h e s e  p r o b l e m s .  

a c a d e m i c i a n s ,  b e c a u s e  two of t h e m ,  

e x - a c a d e m i c i a n s ;  and  t h e y  m a y  u s e  t ha t  b a c k g r o u n d ,  of c o u r s e ,  a s  do 

the  o t h e r  g e n t l e m e n .  Bu t  in  the s c h o o l  b u s i n e s s ,  in  w h i c h  I w a s  for  so  

m a n y  y e a r s ,  we had  a s a y i n g  : " T h o s e  w h i c h  can,  does ;  t h o s e  w h i c h  

c a n ' t ,  t e a c h e s . "  T h e s e  g e n t l e m e n  s a w  the h a n d w r i t i n g  on the wal l ,  and  

t h e y  have  b e e n  in  the  " c a n  do" o p e r a t i o n  for  a long,  long  w h i l e .  

Then ,  w i thou t  m o r e  i n t r o d u c t i o n  of t h e m ,  b e c a u s e  you do have  

t h e i r  b i D g r a p h i e s ,  I wan t  to l a y  down a few r u l e s  as  to p r o c e d u r e .  W e ' l l  

go a l o n g  h e r e  f o r  50 m i n u t e s ,  and  then  t ake  our  u s u a l  b r e a k ,  and  then  

c o m e  b a c k  and  f i n i s h  up w h a t e v e r  we have  to f i n i s h  up.  I w i l l  g ive  you 

a n  o p p o r t u n i t y  to a s k  q u e s t i o n s  f r o m  t i m e  to t i m e .  I would  l ike  you  to 

con f ine  t hose  q u e s t i o n s  to the  po in t  t ha t  i s  then  u n d e r  c o n s i d e r a t i D n  o r  

p r e v i o u s  p o i n t s .  In o t h e r  w o r d s ,  I ' m  a s k i n g  you  not  to j ump  to the end  

of the l i s t  e a r l y  in  the g a m e .  

F o r  the  b e n e f i t  of o u r  p a n e l  peop l e  I wan t  to l a y  down two o r  t h r e e  

a s s u m p t i o n s .  One i s  t ha t  you,  a s  I know you h a v e - - a n d  I ' m  t e l l i n g  t h e m  

n o w - - y o u  do have  r e a d i n g  b a c k g r o u n d  in the  i n t e r n a t i o n a l  o r g a n i z a t i o n s  

who a r e  out  in  the  w o r l d  

I d o n ' t  wan t  to s a y  tha t  t h e y  a r e  not  

M r .  V e r n e r  and  M r .  P o i r i e r ,  a r e  



a n d  abou t  the  v a r i o u s  i n t e r n a t i o n a l  a g r e e m e n t s  t h a t  a f f e c t  p r i c e s .  You 

a l s o  know how m u c h  go ld  the U n i t e d  S t a t e s - h a s ,  and  how m a n y  c l a i m s  

t h e r e  a r e  a g a i n s t  e a c h  ounce  of i t .  So we don ' t  n e e d  to r u n  t h r o u g h  tha t  

a g a i n .  Bu t  we do wan t  to t a l k  abou t  p r i c e s  and  p r i c e  s t a b i l i z a t i o n  and  

A m e r i c a n  b u s i n e s s  p r o b l e m s  the  w o r l d  o v e r ;  and t h e s e  g e n t l e m e n  a r e  

the  o n e s  tha t  c a n  do i t .  

I wan t  to s t a r t  out  w i th  the  f i r s t  topic  for  d i s c u s s i o n  h e r e - - i n t e r -  

n a t i o n a l  p r i c e s .  M r .  V e r n e r  i s  an  o ld  p r o f e s s o r  on e c o n o m i c  p r o b l e m s ,  

a n d  I wan t  to a s k  i f  he w o n ' t  s a y  a few w o r d s  abou t  how you  a r r i v e  a t  

f o r e i g n  p r i c e s  a n y h o w .  

M R .  V E R N E R :  T h a t ' s  the $64,  000 d o l l a r  q u e s t i o n .  

a l l  had  the  p r i n c i p l e s  of e c o n o m i c s  and  the t h e o r y  of p r i c e s ,  

s p e a k i n g ,  the  t h e o r y  i s  a p p l i c a b l e .  H o w e v e r ,  I t h ink  t h e r e  i s  s o m e t h i n g  

t h a t  I ' d  l i ke  to po in t  up on t h i s  p r i c i n g  th ing ,  as  o p p o s e d  to g e n e r a l  t h e o r y ,  

s o m e t h i n g  p e r h a p s  t h a t  you  have  h e a r d  a lot  abou t  in  r e c e n t  y e a r s ,  and  

t h a t ' s  the  c u r r e n t  t r e n d  t o w a r d  a d m i n i s t e r e d  p r i c e s .  I n , d ,  wha t  I 

have  to s a y  abou t  t ha t  a f f e c t s  a lo t  of the  t h i n g s  t h a t  we wi l l  p r o b a b l y  

d i s c u s s  in  t h i s  p a n e l  in  o t h e r  f i e l d s .  

T h a t  i s  t ha t  a s  we ge t  m o r e  t e c h n i c a l l y  i n v o l v e d  and  a l i t t l e  m o r e  

c o m p l e x  in  ou r  p r o d u c t i o n ,  t h e r e  i s  a t e n d e n c y  t o w a r d  a d m i n i s t r a t i v e  

p r i c e s .  T h a t  d o e s n ' t  n e c e s s a r i l y  m e a n  tha t  t h e r e  i s  m o n o p o l y .  It  d o e s n ' t  

n e c e s s a r i l y  m e a n  tha t  t h e r e  i s  c o l l u s i o n .  But  in  m a n u f a c t u r e d  goods ,  

the s t r a n g e  t h i n g  abou t  i t  i s  t ha t  the  c o s t  of m a n u f a c t u r i n g  a n y  g i v e n  

c o m m o d i t y  u s u a l l y  r u n s  abou t  the  s a m e .  You have  a m o r e  o r  l e s s  
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u n i v e r s a l  a b i l i t y  of k n o w - h o w .  W h e t h e r  t h a t ' s  A m e r i c a n ,  B r i t i s h ,  o r  

F r e n c h  k n o w - h o w  tha t  i s  e x p o r t e d  e l s e w h e r e  in  the  w o r l d ,  the  k n o w - h o w  

i s  s p r e a d  a r o u n d .  

In a d d i t i o n  to tha t ,  you  have  a m o r e  o r  l e s s  f ixed  c a p i t a l  i n v e s t -  

m e n t ,  a l l  of w h i c h  i s  a c h a r g e  a g a i n s t  a g i v e n  i n d u s t r y .  T h e r e  a r e n ' t  

too  m a n y  w a y s  of v a r i a t i o n  in  a g i v e n  i n d u s t r y  of m a n u f a c t u r i n g .  

The  l a b o r  f a c t o r  i s  one of t hose  f a n t a s t i c  t h i n g s  w h e r e  we ge t  in to  

a l l  s o r t s  of d i s c u s s i o n s ,  p a r t i c u l a r l y  now.-- I th ink  y o u ' v e  h e a r d  a lot  of 

i t  on r a d i o  and  t e l e v i s i o n - - ~ v h e r e  t h e r e  i s  qu i te  a d i f f e r e n c e - - t r u e - - i n  

the  h o u r l y  w a g e .  T h e r e  i s  a t r e m e n d o u s  d i f f e r e n c e  a l s o  in  p r o d u c t i v i t y .  

A n d  in m y  p a r t i c u l a r  f ie ld ,  and  in  c l o s e l y  r e l a t e d  m a n u f a c t u r i n g  i n d u s -  

t r i e s ,  you do f ind  a t e n d e n c y  fo r  the  c o s t  of l a b o r  p e r  u n i t  to add  up abou t  

the  s a m e .  

In o t h e r  w o r d s ,  to put  i t  v e r y  b lun t ly ,  the A m e r i c a n  l a b o r e r  i s  a 

p r e t t y  h a r d - w o r k i n g  guy;  and,  a l t h o u g h  he e a r n s  a g r e a t  dea l  of m o n e y ,  

he  p r o d u c e s  an  awfu l  lo t  in  the  c o u r s e  of an  hour ,  o r  e i g h t  h o u r s ,  o r  w h a t -  

e v e r  w a y  you wan t  to m e a s u r e  it ,  a s  o p p o s e d  to a f o r e i g n e r ,  g e n e r a l l y  

s p e a k i n g - - a n d  I don ' t  c a r e  w h i c h  o n e - - w h o  m a y  ge t  c o n s i d e r a b l y  l e s s  

w a g e s ,  bu t  s o m e h o w  o r  o t h e r  he s e e m s  to a v e r a g e  out  p r e t t y  g e n e r a l l y .  

T h e r e  i s n ' t  too m u c h  of a m a r g i n .  

So when  i t  g e t s  a r o u n d  to p r i c i n g ,  you  u l t i m a t e l y  g e t  down to a 

q u e s t i o n  of c o s t s - - c o s t s  of m a n u f a c t u r i n g - - a n d  a r e a s o n a b l e  r e t u r n  on 

y o u r  c a p i t a l  a n d  a r e a s o n a b l e  r e t u r n  for  r i s k s  t a k e n .  

Now, f r o m  t i m e  to t i m e  in  m a n u f a c t u r i n g  goods  you m a y  f ind  p r i c e  
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w a r s  and  t h i n g s  of t ha t  k ind,  but  o v e r  the long  r u n  i t  w i l l  t end  to fo l low 

the  s a m e  g e n e r a l  l eve l ,  s i m p l y  b e c a u s e  c o s t s  a r e  m o r e  o r  l e s s  the  s a m e .  

When  you ge t  in to  t h e  r a w  m a t e r i a l s  f i e ld ,  h o w e v e r ,  you have  a 

s o m e w h a t  d i f f e r e n t  s i t u a t i o n .  I a m  s p e a k i n g  of t h i n g s  l ike  c o p p e r ,  t in,  

r u b b e r ,  and  e v e n  co f f ee .  T h e r e  I d o n ' t  t h ink  you have  a d m i n i s t r a t i v e  

p r i c e s .  E v e n  t hough  we do have ,  to  a l l  i n t e n t s  and  p u r p o s e s ,  in  m a n y  

i n s t a n c e s ,  w o r l d  c a r t e l s ,  o r  wha t  m i g h t  be s i m i l a r  to w o r l d  c a r t e l s ,  t h e r e  i s  
of 

s t i l l  the  i n t e r p l a y  of the  old e c o n o m i c  t h e o r y ]  the law of s u p p l y  and  d e m a n d ,  

w h i c h  i s  an  u n f o r t u n a t e  t h ing  a s  i t  a f f e c t s  t hose  c o u n t r i e s  t ha t  a r e  d e p e n d -  

e n t  on r a w  m a t e r i a l s .  

So I would  g e n e r a l i z e  the t h i n g  on t h i s  p r o b l e m  of p r i c i n g  by  

s a y i n g  tha t ,  g e n e r a l l y  s p e a k i n g ,  m a n u f a c t u r e d  or  p r o c e s s e d  goods  t end  

to have  e q u a l i z e d  p r i c e s  t h r o u g h o u t  the  wor ld ,  w h e r e a s  r a w  m a t e r i a l s  w i l l  

f l u c t u a t e  w i th  the d e m a n d  and  the s u p p l y  a t  a n y  g i v e n  m o m e n t .  

' Does  t ha t  g ive  you  a b r o a d  p i c t u r e  of m y  t h o u g h t s  on i t ?  

DR.  KRESS:  I t h ink  so .  

I do no t  h a v e  the f e e l i n g  t ha t  e a c h  p a n e l  m e m b e r  s h o u l d  c o m m e n t  

on e a c h  one of t h e s e  q u e s t i o n s ;  bu t  i f  a n y  of the  t h r e e  of you  do have  a n y -  

t h i n g  to add  t h e r e ,  I would  be h a p p y  to have  you do so .  

l%~R. HIGHT:  I a g r e e  t h o r o u g h l y  w i th  M r .  V e r n e r  t ha t  c o s t s  and  

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

f i r m s ,  a r o u n d  the w o r l d .  And I t h ink  tha t  one of the r e a s o n s  t ha t  t h e y  

a r e  i s  t ha t  you have  a l a r g e  v o l u m e  of w o r l d  t r a d e .  

I t h ink  tha t  t r a d e  in  i t s e l f  i s  p r o b a b l y  the g r e a t e s t  s t a b i l i z e r  of 
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p r i c e s ,  o r  the  g r e a t e s t  f a c t o r  in  c r e a t i n g  e q u a l i t y  of  p r i c e s .  When  you 

g e t  d i s t o r t i o n s ,  u s u a l l y  o r  f r e q u e n t l y  t h e y  c o m e  f r o m  d i s c r i m i n a t o r y  

a c t i o n s  by g o v e r n m e n t s  o r  t a r i f f s  of v a r y i n g  l e v e l s .  Tha t  d i s t o r t s  t r a d e ,  

of  c o u r s e ;  and  you then  tend ,  i t  s e e m s  to m e ,  

p e r h a p s  d i f f e r i n g  c o s t s  a r o u n d  the w o r l d .  

DR. KRESS: 

QUESTION:  

to ge t  d i f f e r . ing  p r i c e s  and  

A r e  t h e r e  any  q u e s t i o n s  on that  p a r t i c u l a r  topic  ? 

l~:r. V e r n e r ,  how is  i t  then ,  b a s i n g  y o u r  s t a t e m e n t  

t ha t  l a b o r  c o s t s  a r e  r e l a t i v e l y  the s a m e  the  w o r l d  o v e r  in i n d u s t r i a l  s i t u a -  

t.ions, why  t h e n  do we ge t  a l l  th i s  hue and  c r y  on th i s  b u s i n e s s  of p r i c i n g  

o u r s e l v e s  out  of the  f o r e i g n  m a r k e t s ?  Is  t h e r e  a t r u t h  to t h i s  s t a t e m e n t ?  

O r  i s  t h i s  j u s t  a lo t  of h o k u m ,  put  out  by NAM ? 

MR.  V E R N E R :  I t h ink  we w e r e  a l l  t a l k i n g  abou t  g e n e r a l i z a t i o n s  

in  a g e n e r a l  way.  Yes ;  t h e r e  a r e  c e r t a i n  th ings ,  no doubt ,  tha t  c o m e  

to m i n d  q u i c k l y .  Take  b i c y c l e s .  Su re ;  the  G e r m a n s  m a n u f a c t u r e  b y c y c l e s ,  

and  so  do the E n g l i s h ,  m u c h  m o r e  c h e a p l y  than  we do. T h e r e  a r e  a n u m -  

b e r  of p r o d u c t s  l ike  tha t .  

But  I d o n ' t  t h ink  tha t  i f  you took the who le  ne t  of A m e r i c a n  t r a d e ,  

and  took t h o s e  i n d u s t r i e s  tha t  a r e  d a m a g e d ,  I d o n ' t  th ink t h o s e  i n d u s t r i e s  

wou ld  r e p r e s e n t  a g r e a t  p o r t i o n  of e i t h e r  ou r  c a p i t a l  i n v e s t m e n t  o r  m a n -  

p o w e r  i n v o l v e d .  I ' m  a b i t  of  a f r e e  t r a d e r  a t  h e a r t ,  and  I f e e l  tha t  t h o s e  

i n d u s t r i e s  w h e r e  we ~c~n~t c o m p e t e ,  i t  m i g h t  b e h o o v e  us  to put  our  m a n -  

p o w e r  and  k n o w - h o w  and  t e c h n o l o g i c a l  a b i l i t y  in to  d e v e l o p i n g  t h o s e  i n d u s -  

t r i e s  w h e r e  we can  c o m p e t e ,  and  l e t ' s  f o r g e t  about  t h e s e  th ings  tha t  we 

c a n ' t  c o m p e t e  on.  



DR.  KRESS: I th ink  t h a t ' s  i n t e r e s t i n g .  You have  so  m a n y  a c a d -  

e m i c i a n s  tha t  c o m e  up and  s a y  tha t  and  you say ,  " W e l l ,  how do you do i t ? "  

Wel l ,  h e r e ' s  a m a n  tha t  has  b e e n  do ing  i t  fo r  twen ty  y e a r s  and  h e ' s  s t i l l  

s t i c k i n g  to tha t .  

QUESTION:  I h e a r d  r e c e n t l y  tha t  s o m e  of the  c o m p e t i t i o n  i s  

b a s e d  on the tax w r i t e - o f f s  tha t  s o m e  of t h e s e  o t h e r  c o u n t r i e s  h a v e .  Our  

c o r p o r a t i o n s  a r e  t a x e d  not  on ly  on t h e i r  c o r p o r a t e  a s s e t s ,  but  t h e y  a l s o  

have  v a r i o u s  w r i t e - o f f s  tha t  a r e  a l l o w e d .  I t h ink  tha t  a c a s e  in po in t  

i s  E n g l a n d ,  w h e r e  they  have  a lot  d i f f e r e n t  m e t h o d  of c o m p u t i n g  t h e i r  

d e p r e c i a t i o n  and so  for th ,  and  tha t  ha s  an e f f e c t  on the p r i c e .  Would  you 

c a r e  to d i s c u s s  t h a t ?  

MR.  V E R N E R :  I ' m  t h i n k i n g  of m y  own b u s i n e s s  now.  I happen  

to h a v e  an o p e r a t i o n  in  E n g l a n d  tha t  I can  c o m p a r e  qu i t e  w e l l  w i th  ou r  own.  

T h e y  g ive  us  m o r e  r a p i d  w r i t e - o f f s ;  t h a t ' s  t r u e .  But the  i n t e r e s t -  

ing  t h i n g  i s - - a n d  I h a p p e n e d  to look  i t  up y e s t e r d a y  to m a k e  doub ly  s u r e - -  

tha t  i t  c o s t s  us  m o r e  in E n g l a n d  to bu i ld  a p a s s e n g e r  t i r e  than  i t  d o e s  to 

b u i l d  one  h e r e  in  the  U n i t e d  S t a t e s ;  and  i t ' s  about  the  s a m e  on a t r u c k  t i r e .  

Tha t  i s  a f t e r  t ak ing  in a l l  the a l l o w a n c e s  tha t  you ge t .  

The  th ing  t e n d s  to e q u a l i z e  i t s e l f .  In o t h e r  w o r d s ,  w h e r e  you a r e  

a l l o w e d  a g r e a t e r  a l l o w a n c e  fo r  d e p r e c i a t i o n ,  you have  p e r h a p s  a h i g h e r  

l a b o r  c o s t .  T h a t  m a y  s t a r t l e  you fo r  a m o m e n t ,  but  ou r  l a b o r  cost ,  ~. in  

E n g l a n d  to bu i ld  a t i r e  i s  m u c h  g r e a t e r  than  ou r  l a b o r  c o s t  in  the  U n i t e d  

S t a t e s .  Ye t  we pay  abou t  two and  a ha l f  t i m e s  the  s a l a r y  h e r e  in  the  

U n i t e d  S t a t e s  tha t  we do in E n g l a n d  fo r  the  s a m e  job .  You d o n ' t  ge t  the  
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e f f i c i e n c y .  

Now, i f  y o u ' l l  p e r m i t  m e  to c a r r y  t h i s  on a l i t t l e  bi t :  The  s a m e  

th ing  i s  t r u e  of d i s t r i b u t i o n .  D i s t r i b u t i o n  c o s t s  in  n~ost  c o u n t r i e s  a b r o a d - -  

a n d  E n g l a n d  i s  an  e x c e l l e n t  e x a m p l e - - r u n  p e r  un i t  of s a l e s - - a n d  I dont t  

c a r e  w h e t h e r  i t ' s  a u t o m o b i l e s ,  t i r e s ,  r e f r i g e r a t o r s ,  o r  wha t  y o u r r e  

t a l k i n g  a b o u t - - r u n  about  tw ice  what  t h e y  c o s t  in  th i s  c o u n t r y .  I t l s  f a n t a s -  

t i c .  T a k e  an a v e r a g e  s a l e s m a n  in  th i s  c o u n t r y  and  he g e t s  a wage ,  l e t t s  

say ,  a young  m a n  j u s t  s t a r t i n g  out and  s t a r t i n g  wi th  us ,  he g e t s  s o m e -  

w h e r e  a r o u n d  $.'450. o r  $500 a m o n t h .  He has  a t  l e a s t  a P l y m o u t h  o r  a 

C h e v r o l e t  c a r .  You know wha t  h i s  h o t e l  r a t e s  a r e .  You know what  h i s  

food  c o s t s  a r e .  An E n g l i s h m a n  g e t s  v e r y  m u c h  l e s s  than  tha t  in  s a l a r y .  

T r u e ;  he  has  a s m a l l e r  c a r ,  but  i t ' s  e q u a l l y  e x p e n s i v e .  His  food i s  a 

lo t  l e s s  e x p e n s i v e .  He doesnSt  have  to t r a v e l  a s  m a n y  m i l e s .  Yet  he d o e s  

a r e l a t i v e l y  i n e f f i c i e n t  job,  s i m p l y  b e c a u s e  the  m e r c h a n d i s i n g  s y s t e m  

i s  i n e f f i c i e n t .  

To put  th i s  a n o t h e r  way,  he has  to s e e ,  to do the s a m e  v o l u m e  of 

b u s i n e s s  tha t  he wou ld  do wi th  one p lan t  in  th i s  c o u n t r y ,  about  ten  in E n g -  

l a n d .  And  t h a t ' s  t r u e  not  on ly  in  ou r  b u s i n e s s ,  but  i t ' s  t r u e  in  p r a c t i c a l l y  

e v e r y  m a j o r  d i s t r i b u t i n g  b u s i n e s s  w h e r e  you have  v o l u m e .  So tha t  y o u r  

c o s t s  a l l  a l o n g  the  l ine  of do ing  b u s i n e s s  a r e  v e r y  h igh .  

DR. KRESS: I t h ink  i t  wou ld  be n i c e  i f  we c o n t i n u e  ou r  u s u a l  

c u s t o m  of s t a t i n g  y o u r  n a m e  and y o u r  s e r v i c e .  C a p t a i n  M a t t h ~ s .  

QUESTION:  M r .  V e r n e r ,  I a s s u m e  tha t  you b e l i e v e  in the s u b s i d y  

of  c e r t a i n  i n d u s t r i e s  w h e r e  we c a n n o t  c o m p e t e  wi th  f o r e i g n  c o u n t r i e s ,  

s u c h  as  s h i p b u i l d i n g  and  o t h e r  a r e a s .  If so,  cou ld  i t  be  that  the i n t e r -  
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r e l a t i o n s h i p ,  of ou r  i n d u s t r i e s  in  .this c o u n t r y  iS m o r e  r e s p o n s i b l e  for  the  

i n c r e a s e d  c o s t s  than  p e r h a p s  l a b o r  c o s t s  t h e m s e l v e s ?  

MR.  V E R N E R :  As  I t ake  the  q u e s t i o n ,  Cap ta in ,  the  po in t  tha t  you 

a r e  m a k i n g  i s  tha t  b e c a u s e  we s u b s i d i z e  ou r  m e r c h a n t  m a r i n e ,  fo r  e x a m p l e ,  

tha t  in  t u r n  has  s p r e a d  a layer ,  o r  ha s  had  the r e a c t i o n  of s p r e a d i n g  a l a y e r  

of higher costs all along the lime; so that it has affected our total economy. 

I don't think so. I don't think there has been enough impact on our total 

economy in that isolated industry. 1 don't have the facts and the figures, 

but that would be my reaction. Maybe some of these gentlemen would 

have more figures on that them I would. 

MR. HIGHT: I would suggest myself that a subsidy is not too 

different in effect from a tariff. If we have high tariffs on items--and 

there are a number still in this country--I think that clearly has an effect 

on costs. It tends to maintain costs at a higher level than they perhaps 

otherwise would be if there were better international competition. 

The shipbuilding situation is, of course, a special one, tied up 

with the national defense. I would wonder whether, if it were not for the 

national defense question, the subsidies would continue or at least con- 

tinue at the rate that they have been going. 

DR. KRESS: Mr. Poirier spent so many months in those 

GATT hearings and those teams that set up these rates that 1 think his 

family thought they had been abandoned. Would you say a word or two, Tony, 

about how difficult it is to do some of these things? 

MR. POIRIER: 1 would like to; 3/es. I would also like to revert 
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to the ques t ion  of p r i c ing ,  i f  I may ,  for  ju s t  a m o m e n t .  I have h e a r d  a 

lot of g e n e r a l i t i e s ,  but I th ink  s o m e t h i n g  can be s a i d  for  p a r t i c u l a r  l i nes  

of i n d u s t r y  or  p a r t i c u l a r  types  o f  i n d u s t r y .  

On the ques t ion  of the U . S .  p r i c i n g  i t s e l f  out of the m a r k e t ,  I 

don ' t  be l i eve  tha t  tha t  i s  so in those  l i nes  of m a n u f a c t u r e d  goods which  

can be m a n u f a c t u r e d  on a whole s c a l e  l a r g e l y  by a u t o m a t i c  m a c h i n e s  and 

w h e r e  the re  i s  a m i n i m u m  of hand work .  But in o the r  l i nes  of i n d u s t r y  

w h e r e  you have v e r y  c o n s i d e r a b l e  hand a s s e m b l y  and m a n u a l  o p e r a t i o n - -  

I th ink  the watch  i n d u s t r y  of S w i t z e r l a n d  i s  t y p i c a l  of tha t  and ge t t ing  into 

t y p e w r i t e r s  and tha t  s o r t  of a de l i ca t e  o p e r a t i o n  which  cannot  be e n t r u s t e d  

who l ly  to a u t o m a t i o n  m a c h i n e r y ,  but which  r e q u i r e s  a good dea l  of hand 

w o r k - - i n  those  f i e lds  I th ink  we a r e  e n c o u n t e r i n g  our  s t i f f e s t  co repe t i t ion .  

T h e r e  a r e  a l s o  o the r  l i nes  Of i n d u s t r y  which a r e  p e r h a p s  p e c u l i a r  

unto t h e m s e l v e s  in tha t  t hey  do a l low for  a good deal  of l eeway  in e s t a b -  

l i s h i n g  p r i c e s .  I know, for  examp le ,  that  in a v e r y  r e c e n t  c a se  ~ we 
by 

have been a sked ]a  big U . S .  m a n u f a c t u r e r  of a p a r t i c u l a r  l ine of goods to 

f ind out for  them,  i f  we can,  what  t he i r  compe t ing  m a c h i n e s  made  by 

c o m p a n i e s  in Wes t  G e r m a n y  a r e  s e l l i n g  for  th roughout  the wor ld .  They  

want  th i s  so they  can have s o m e  idea  of where  to s e t  t h e i r  own p r i c e s .  

So a p p a r e n t l y  t hey  m u s t  have a c o n s i d e r a b l e  l e eway  t he r e ,  and obv ious ly  

t h e y  wi l l  s e t  t he i r  p r i c e s  in o r d e r  to compe te  wi th  the p r i c e  of t hese  G e r -  

m a n  goods .  And s i n c e  t hey  a s k  for  those  p r i c e s ,  they  m u s t  have con-  

s i d e r a b l e  l eeway .  So t he r e  i s  that  s econd  s p e c i a l  c a t e g o r y  of m e r c h a n d i s e  

whe re  you have a good deal  of l eeway .  
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R e v e r t i n g  to the  q u e s t i o n  w h i c h  w a s  r e f e r r e d  to m e  by  the m o d e r -  

a t o r ,  of c o u r s e  t h i s  q u e s t i o n  of g e t t i n g  c u s t o m s  t a r i f f s  r e d u c e d  i s  go ing  

on and  h a s  b e e n  go ing  on, I would  s ay ,  s i n c e  1934, when  the U n i t e d  S t a t e s  

R e c i p r o c a l  T r a d e  A g r e e m e n t  A c t  w a s  p a s s e d .  I t  f i r s t  took e f f e c t  in  

a s e r i e s  of b i l a t e r a l  t a r i f f - c u t t i n g  a g r e e m e n t s  w i th  s o m e  34 c o u n t r i e s  

t h r o u g h o u t  the  w o r l d .  T h e n  t h a t  p r o g r a m  w a s  l a r g e l y  s u p e r s e d e d  in  

1947 by  the s e t t i n g  up of the G A T T  o r  the  G e n e r a l  A g r e e m e n t  on T a r i f f s  

and  T r a d e .  And  t h e r e  i s  s c h e d u l e d  to be s o m e t h i n g ,  w h i c h  w i l l  be p r o b -  

a b l y  the f i f th  o r  s i x t h  b ig  r o u n d  of t a r i f f - c u t t i n g  n e g o t i a t i o n s  aga in ,  beginm 

n i n g  in  S e p t e m b e r  of t h i s  y e a r  a t  Geneva ,  and  l a s t i n g  t h r o u g h  J u l y  of 

1961. 

But  D r .  K r e s s  m e n t i o n e d  the f ac t  t h a t  i t  w a s n ' t  v e r y  e a s y .  H a v i n g  

w o r k e d  on t h i s  t h ing  qu i te  i n t e n s i v e l y  fo r  s o m e  25 y e a r s  o r  so,  I f ind  

t ha t  i t  w a s  a lot  m o r e  e a s y  to ge t  r e a l l y  v a l u a b l e  t a r i f f  c o n c e s s i o n s  a t  

the b e g i n n i n g  of the  p r o g r a m ,  in  1934, w h e n  we s t a r t e d  on the  b i l a t e r a l  
f o r  

s c h e m e .  I t  w a s  s o r t  of an  h o n o r  ~ :  C o u n t r y  X, w h e t h e r  i t  w a s  in  A s i a  

o r  L a t i n  A m e r i c a ,  to n e g o t i a t e  a t r a d e  a g r e e m e n t  w i th  the  U n i t e d  S t a t e s .  

I t  w a s  s o m e t h i n g  to look  f o r w a r d  to .  I t  w a s  a l a n d m a r k  in  t h e i r  e c o n o m i c  

h i s t o r y .  And  I t h ink  t ha t  t h a t  s e r i e s  of b i l a t e r a l  a g r e e m e n t s  f r o m  the  

U . S .  p o i n t  of v i e w  w e r e  m u c h  m o r e  p roduc t iwe  than  G A T T  h a s  b e e n .  

Now, G A T T  in  i t s  i n c e p t i o n ,  a s  c o n c e i v e d  b y  Hull ,  w a s  qui te  

i d e a l i s t i c ;  but  in  p r a c t i c e  i t  h a s n ' t  w o r k e d  out  too we l l ,  

the  f o r e i g n  c o u n t r i e s  have  l e a r n e d  too d u r i n g  t h i s  t i m e ,  

o r  f i f t e en  y e a r s  of b i l a t e r a l  n e g o t i a t i o n s .  
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th ing .  And  the m o r e  we go on wi th  it ,  the  l e s s  r o o m  t h e r e  i s  fo r  u s e f u l  

c o n c e s s i o n s  and  the  m o r e  d i f f i cu l t  i t  b e c o m e s  to ge t  c o n c e s s i o n s  f r o m  

t h e s e  o t h e r  c o u n t r i e s .  

T h e y  have  found d e v i o u s  w a y s  to t ake  a d v a n t a g e  of e v e r y  p r o v i s -  

i on  in  the  GATT,  to ge t  out  f r o m  u n d e r ,  to avo id  t h e i r  o b l i g a t i o n s ,  to 

b y - p a s s  t h e m ,  to ge t  w a i v e r s  to do th i s  and  tha t  fo r  b a l a n c e  of p a y m e n t  

r e a s o n s  o r  a n u m b e r  of  o t h e r  r e a s o n s .  So i t  i s  not  too e a s y  to go and  

n e g o t i a t e  and  g e t  t e l l i n g ,  u se fu l ,  l a s t i n g  c o n c e s s i o n s .  

I~R.  HIGHT- May  I j u s t  add  a w o r d  to t h i s ?  I f ind m y s e l f  not  in  

e n t i r e  a g r e e m e n t  w i th  M r .  P o i r i e r  on th i s  one .  I ' v e  had  s o m e  e x p e r i e n c e  
wi th  

m y s e l f  w i th  the  GATT.  I wen t  ~, four  U . S .  d e l e g a t i o n s  to the  GATT ~ 

and  I was  at  the T o r q u e e  n e g o t i a t i o n s  in  1950 and  '5 t .  

I t h ink  it:~s f a i r  to s a y  that  in  the e a r l y  b i l a t e r a l  a g r e e m e n t s  :you 

w e r e  cu t t i ng  off fat .  I t  was  f a i r l y  e a s y  to cut .  The  U n i t e d  S t a t e s  was  

o p e r a t i n g  f r o m  a t a r i f f  w h i c h  was  the  h i g h e s t  in i t s  h i s t o r y .  I t h ink  t h e r e  

i s  v e r y  l i t t l e  q u e s t i o n  tha t  m a n y  of the  t a r i f f s  w e r e  p r o h i b i t i v e ,  or  i f  

n o t  p r o h i b i t i v e ,  a t  l e a s t  h i g h e r  than  t h e y  n e e d e d  to be.  I th ink  that  was  

t r u e  w i th  a g r e a t  m a n y  o t h e r  c o u n t r i e s .  

So i n - g o i n g  in to  a b i l a t e r a l  n e g o t i a t i o n  i t  w a s n ' t  too h a r d  to m a k e  

m u t u a l  c o n c e s s i o n s  tha t  p e r h a p s  wou ld  c r e a t e  s o m e  t r a d e .  Obv ious ly ,  

in  the  25 y e a r s  ~ i n c e  the  r e c i p r o c a l  t r a d e  a g r e e m e n t s  p r o g r a m  began ,  

i t  i s  m u c h  h a r d e r  now, e v e n  u n d e r  a m u l t i l a t e r a l  a g r e e m e n t  l ike  the  GATT, 

to g e t  m e a n i n g f u l  c o n c e s s i o n s ,  s i m p l y  b e c a u s e ,  as  I say ,  t h e r e  i s  no t  

m u c h  fat  lef t ;  and  i t  t o u c h e s  and  i t  h u r t s .  
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F o r  the  l a s t  t en  y e a r s ,  of c o u r s e ,  m o s t  of the c o u n t r i e s  of the 

w o r l d  have  b e e n  w i l l i n g  to cu t  t h e i r  t a r i f f s  w i th  the  U n i t e d  S ta tes ;  but  

t h e y  have  m a i n t a i n e d  q u a n t i t a t i v e  r e s t r i c t i o n s  a g a i n s t  i m p o r t s  f r o m  the  

U n i t e d  S t a t e s ,  w h i c h  have  the  s a m e  e f f e c t  o r  e v e n  a m o r e  t e l l i n g  e f f e c t .  

Tha t  t i m e  i s  o v e r  now,  a t  l e a s t  fo r  the E u r o p e a n  c o u n t r i e s .  And  I t h ink  

tha t  wha t  h a p p e n s  th i s  fa l l  in  the  GATT wi l l  be e x t r e m e l y  s i g n i f i c a n t .  

An d  i f  we can  b e l i e v e  what  the  C o m m o n  M a r k e t  p e o p l e  s a y  and  the O u t e r  

S e v e n  p e o p l e  s a y - - t h a t  t h e y  a r e  p r e p a r e d  to go as  fa r  and  as  f a s t  as  the  

U n i t e d  S t a t e s  in r e d u c i n g  t a r i f f s - - I  t h ink  tha t  the GATT s e s s i o n  m a y  be 

e x t r e m e l y  s i g n i f i c a n t .  

DR. KRESS: Now, the  c l o c k  g o e s  a r o u n d ,  and  I know t h e r e  a r e  

m o r e  q u e s t i o n s  t h e r e ,  a n d  m a y b e  we can  ge t  t h e m  in  a l i t t l e  bi t  l a t e r .  

But  wh i l e  we a r e  t h i n k i n g  on t h e s e  t e r m s  of w o r l d  p r i c e s ,  I would  l ike  

to go to ou r  n e x t  top ic  h e r e - - s t a b i l i z a t i o n  of p r i c e s  for  r a w  m a t e r i a l s  

and  s t r a t e g i c  g o o d s  in t i m e s  o f  e m e r g e n c y .  We t o u c h e d  on tha t  s o m e w h a t  

a l r e a d y ,  but  I wan t  to a s k  Mr .  H a v e m e y e r  i f  he w o n ' t  d e v e l o  p tha t  a b i t  

f u r t h e r .  

MR.  H A V E M E Y E R :  F i r s t  of a l l ,  I don~t know w h e t h e r  you h a v e  

a l l  had  any  l e c t u r e s  on the  C o n t r o l l e d  M a t e r i a l s  P l a n .  

DR. KRESS: Yes. 

MR. HAVEMEYER: That, in the last world war, plus OPA and 

rationing, were the major sources of controlled prices in the United 

S t a t e s .  

In aluminum, w h i c h  I w o r k e d  on fo r  s o m e t h i n g  l ike  f ive y e a r s  in 
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the  A r m y  and Navy  M u n i t i o n s  B o a r d ,  ou r  b i g g e s t  p r o b l e m  was  t r y i n g  to 

g e t  tha t  a l u m i n u m  w h i c h  was  a v a i l a b l e  fo r  d e f e n s e  s u p p o r t  and  fo r  d e f e n s e  

u s e s .  Our  b i g g e s t  p r o b l e m  was  no t  so  m u c h  fo r  the  c i v i l i a n s ,  but m o r e  

how we cou ld  ge t  the  p r o p e r  a l u m i n u m  to the  p r o p e r  p l a c e s  a t  the  r i g h t  

t i m e .  

The  p r i c e  ang l e  was  p r e t t y  w e l l  c o v e r e d  by the  OPA l a w s .  You 

p r o b a b l y  know tha t  t h e y  w e n t  a l o n g  wi th  v a r i o u s  k i n d s  of p r i c i n g  f o r m u l a e .  

But  as  a g e n e r a l  r e s p o n s e  to the  q u e s t i o n ,  I th ink  tha t  the m a j o r  

t h i n g  i s  y o u r  r a t i o n i n g ,  w h i c h  c o n t r o l s  y o u r  p r i c e ,  b e c a u s e  in m a n y  c a s e s  

t h e r e  w e r e  c e r t a i n  t y p e s  of v a r i o u s  p r o d u c t s  w h e r e  s u b s i d i e s  w e r e  g i v e n  

out  by the  G o v e r n m e n t  in  o r d e r  to m a i n t a i n  a p r i c e  on the r a w  m a t e r i a l s .  

I d o n ' t  know w h e t h e r  we can  go m u c h  f u r t h e r  in to  th i s  not  k n o w i n g  

e x a c t l y  how f a r  you have  gone  in  the  C o n t r o l l e d  M a t e r i a l s  P l a n  a l r e a d y .  

DR. KRESS: Not too  m u c h .  M r .  T r u p p n e r  was  h e r e  and  s t a t e d  the  

b a c k g r o u n d  of the  p l a n  and  h o w ' i t  i s  c u r r e n t l y  w o r k i n g ,  and  we do have  

one  c o m m i t t e e  t ha t  ha s  gone  in to  tha t  in  s o m e  de ta i l ,  but  the o t h e r s  have  

no t .  But  I wou ld  l ike  to p u s h  tha t  a l i t t l e  b i t  w i d e r :  F o r  e x a m p l e ,  a 

d r o u g h t  in B r a z i l  cou ld  double  the p r i c e  of  cof fee  o r  t r i p l e  i t .  We d o n ' t  

s e e m  to have  any  m e c h a n i s m  to g u a r d  a g a i n s t  s u c h  th ings ,  e v e n  in 

n a t u r e ' s  way.  

MR. HAVEMEYER: Well ,  of c o u r s e ,  t h a t ' s  not  a s t r a t e g i c  

m a t e r i a l .  At tha t  t i m e  we had  the  I n t e r - A m e r i c a n  Cof fee  A g r e e m e n t ,  

w h i c h  w a s  the  U n i t e d  S t a t e s  and  t en  p r o d u c i n g  cof fee  c o u n t r i e s .  When 

the  p r i c e s  s t a r t e d  up in the  r a w  m a t e r i a l  i t s e l f ,  the g r e e n  cof fee ,  in  the  
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t e n  p r o d u c i n g  c o u n t r i e s ,  in  o r d e r  no t  to i n c r e a s e  the  p r i c e  to the  U n i t e d  

S ta t e s ,  the  OPA s e t  a s i d e  c e r t a i n  funds  w h i c h  w e r e  u s e d  to s u b s i d i z e  

the U. S. i m p o r t e r  in  o r d e r  to m a i n t a i n  the p r i c e  a t  the r e t a i l  m a r k e t  at  

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

DR.  KRESS: And  d u r i n g  the  w a r  p e r i o d  too I u s e d  to have  an  

a c q u a i n t a n c e  who s a i d  tha t  the U. S. C o m m e r c i a l  C o r p o r a t i o n  was  the  

on ly  c o r p o r a t i o n  he e v e r  k n e w  of tha t  was  s e t  up to do b u s i n e s s  in  the r e d .  

QUESTION:  R e c e n t l y  a d i s t i n g u i s h e d  s p e a k e r  f r o m  th i s  p l a t f o r m  

e x p r e s s e d  s o m e  c o n c e r n  about  the  t a r i f f  e f f e c t  of the I n n e r  Six and  the  

O u t e r  S e v e n  a c t i o n s  on the  U n i t e d  S t a t e s  and  r e c o m m e n d e d  tha t  s o m e  

c o n s i d e r a t i o n  be g i v e n  to e s t a b l i s h i n g  a N o r t h  A t l a n t i c  A r e a ,  s o m e t h i n g  

to i n c l u d e  a l l  t h r e e .  S u b s e q u e n t l y  we had  a s p e a k e r  f r o m  a South  A m e r i c a n  

c o u n t r y  in  a s e m i n a r  g r o u p  who to ld  us  tha t  South  A m e r i c a  f e e l s  the  fu tu r e  

of  the  U n i t e d  S t a t e s  t r a d e ,  and  p a r t i c u l a r l y  t h e i r  own w e l f a r e ,  i s  d e p e n d -  

en t  upon  s o m e  type o f  t r a d i n g  a r e a  in  the  A m e r i c a s .  A r e  t h e s e  i n c o n s i s -  

t en t ,  and  wha t  i s  the  ou t look  fo r  t h e s e  fo r  the  s h o r t - t e r m  f u t u r e ?  

M R .  HIGHT: I th ink  you a r e  s p e a k i n g  f i r s t  of the  l a t e s t  D i l l on  

p r o p o s a l ,  w h i c h  wou ld  e n l a r g e  the  OEC to i n c l u d e  as  fut l  m e m b e r s  the  

U n i t e d  S t a t e s  and  Canada ,  fo r  two p u r p o s e s ;  f i r s t ,  for  the b e t t e r  d i v i s -  

ion  of a id;  and,  s e c o n d l y ,  fo r  c l o s e r  t r a d i n g  r e l a t i o n s  b e t w e e n  the  U n i t e d  

S t a t e s  and  Canada ,  the  E c o n o m i c  C o m m u n i t y ,  and  the O u t e r  S e v e n .  

I have  the  f e e l i n g - - a n d ,  of c o u r s e ,  I d o n ' t  know e x a c t l y  what  was  

in  M r .  D i l l o n ' s  m i n d - - t h a t  he t hough t  of t h i s  a s  a t r a n s i t i o n a l  a r r a n g e m e n t .  

I t h ink  ou r  t r a d i t i o n a l  p o l i c y  fo r  m a n y  y e a r s  ha s  b e e n  a w o r l d  m u l t i l a t e r a l  
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s y s t e m ,  w i thou t  p r e f e r e n c e s .  F r o m  tha t  s t a n d p o i n t  I s h o u l d  th ink  i t  

w o u l d  be  d i f f i cu l t  fo r  us to jo in  w i th  the  South  A m e r i c a n s  in any  k ind  of 

c o m m o n  m a r k e t  to the  e x c l u s i o n  of the  r e s t  of the  w o r l d ,  tha t  i s ,  A f r i c a  

and  A s i a .  

I wou ld  t h ink  tha t  we wi l l  w o r k  out  an a c c o m m o d a t i o n  to t h e s e  

s ix  and  the  s e v e n  w h i c h  wou ld  i n c l u d e  e q u a l  t r e a t m e n t ,  to the  e x t e n t  tha t  t h e y  

can  g ive  u s  e q u a l  t r e a t m e n t ,  fo r  the  r e s t  of  the  w o r l d .  To m e  a c o m m o n  

m a r k e t  w i t h  the  South  A m e r i c a n s  m a k e s  no e c o n o m i c  s e n s e .  I t  m a y  maMe 

p o l i t i c a l  s e n s e ,  but I d o n ' t  t h ink  the South  A m e r i c a n  c o u n t r i e s  a r e  p r e p a r e d  

to a c c e p t  U . S .  i n d u s t r i a l  g o o d s  on the k ind  of a b a s i s  tha t ,  fo r  i n s t a n c e ,  

the  Six a r e  p r e p a r e d  to a c c e p t  e a c h  o t h e r ' s  . T h e y  a r e  g r o w i n g  e c o n o m i e s .  

T h e y  a r e  u n d e r - d e v e l o p e d  e c o n o m i e s .  T h e y  s i m p l y  cou ld  no t  face  A m e r -  
c o m p e t i t i o n  

i c a n  W~M~M~m, f r e e  A m e r i c a n  c o m p e t i t i o n ,  in  any  t i m e  in  the  f o r e s e e a b l e  

f u t u r e ,  so  f a r  a s  I can  s e e .  

DeR. KRESS: T h e y  wou ld  l ike  us  to buy t h e i r  r a w  m a t e r i a l s .  

MR.  HIGHT: Yes ,  t h e y  would .  Obv ious ly ,  the  c o m m o n  m a r k e t ,  

i f  i t  cou ld  be w o r k e d  out, I t h ink  wou ld  be p r e t t y  m u c h  o n e - s i d e d .  T h e y  

w o u l d  p r o t e c t  t h e i r  b e g i n n i n g  m a n u f a c t u r e s ,  and  we would  t e n d  to open  

o u r  m a r k e t s  to t h e i r  r a w  m a t e r i a l s .  

MR.  H A V E M E Y E R :  I have  one  po in t  t h e r e .  So m a n y  of the L a t i n  

A m e r i c a n  c o u n t r i e s  d e p e n d  on t h e i r  t a r i f f s  fo r  so  m u c h  of the  g o v e r n m e n t ' s  :=: 

pub l i c  t i l l  t ha t  i t  wou ld  be v e r y  d i f f i cu l t  fo r  t h e m  to l o w e r  t h e i r  t a r i f f s  

m u c h  m o r e  u n l e s s  t h e y  f ind o t h e r  s o u r c e s  of  i n c o m e  for  the  g o v e r n m e n t .  

DR.  KRESS: M r .  P o i r i e r  ha s  the  t i t l e ,  you know,  of C h i e f  of 
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the La t in  A m e r i c a n  Repub l ics  Divis ion  of the D e p a r t m e n t  of C o m m e r c e .  

MR.  POIRIER:  Well ,  t he re  a r e  some  v e r y  r e c e n t  deve lopmen t s  

going on i.n the South A m e r i c a n  common  m a r k e t  p r o b l e m .  As  you know, 

i t  s t a r t e d  off a s  a La t in  A m e r i c a - w i d e  common  m a r k e t  p roposa l ,  f o s t e r e d  

by  E C L A - - E c o n o m i c  C o m m i t t e e  for  La t in  A m e r i c a - - o f  the Uni ted Na t ions .  

in 
But, obviously ,  when you t r y  to b r ing  twenty  coun t r i e s ,  with such  d i s s i m -  

i l a r  g e o g r a p h i c a l  and economic  condi t ions  and the d i f f e r en t  s t a g e s  of 

a d v a n c e m e n t  of the i r  e c o n o m i e s ,  as  we have,  tha t  p r o p o s a l  has  not ad -  

vanced  too f a r .  

Be fo re  then t h e r e  had s t a r t e d  the C e n t r a l  A m e r i c a n  .economic  

i n t e g r a t i o n  and c o m m o n  m a r k e t  p roposa l ,  which is  r e a l l y  developing at  

a f a i r l y  good pace .  As  a m a t t e r  of fact ,  t h r ee  of the coun t r i e s ,  poss ib ly  

four ,  have now s igned  a r a t i f i ca t ion ,  and it  i s  being i m p l e m e n t e d  l i t t le  by 

l i t t le .  So that  is  beginning to take hold. 

M o r e  r e c e n t l y ,  and with m u c h  m o r e  impe tu s  to it, t h e r e  developed 

o r i g i n a l l y  the four  s o - c a l l e d  South A m e r i c a n  Southern  T i e r  A g r e e m e n t - -  

A r g e n t i n a ,  B raz i l ,  Chi le ,  and Uruguay .  And a f t e r  two m e e t i n g s  a t  San-  

t iago and Rio r e s p e c t i v e l y ,  they decided to br ing~nr  a d m i t  t h ree  o the r  

c o u n t r i e s - - B o l i v i a ,  P a r a g u a y ,  and P e r u .  And in S e p t e m b e r ,  at  the m e e t i n g  
\ 

a t  l~ontevideo,  they  a g r e e d  on the text  of an a g r e e m e n t ,  but did not s ign  

it, however ,  but d e f e r r e d  s i g n a t u r e  to a mee t i ng  which is  now going on, 

m a y  p o s s i b l y  s t i l l  be going on a t  this  t ime ,  but which was  r e p o r t e d  in the 

Wal l  S t r e e t  J o u r n a l  on Wednesday  tha t  s i g n a t u r e  would p r o b a b l y  be tak ing  

p l ace  on W e d n e s d a y  o r  today.  



Apparently from press reports, Mexico, which had been quite 

e n t h u s i a s t i c  about  it ,  h a v i n g  a t t e n d e d  as  an o b s e r v e r  a t  the  m e e t i n g  at  r 

M o n t e v i d e o  in  S e p t e m b e r ,  i s  r e p o r t e d  to have  s i g n e d  wi th  the  s e v e n ,  

so  tha t  we now h a v e  e igh t .  Of c o u r s e  th i s  i s  s u b j e c t  to r a t i f i c a t i o n  by 

the  m e m b e r  c o u n t r i e s .  And  then  a f t e r  t h r e e  have  r a t i f i e d  it ,  a s e r i e s  

of b i l a t e r a l  n e g o t i a t i o n s  a m o n g  the  s i g n i n g  and  r a t i f y i n g  m e m b e r s  w i l l  

t ake  p l a c e .  A l l  of w h i c h  p o i n t s  to a g r a d u a l  r e d u c t i o n  o v e r  a p e r i o d  of 

t w e l v e  y e a r s  of the  r a t e s  of duty  on a l l  t h e i r  i n t e r n a l  t r a d e  a m o n g  t h e m -  

s e l v e s  on p r a c t i c a l l y  e v e r y t h i n g  tha t  t h e y  m a k e .  

Tha t  i s  abou t  the  s t a t u s  as  I know i t .  

MR.  HIGHT: T h e r e  s e e m s  to be a g e n e r a l  f e e l i n g  tha t  wha t  t h e y  

h a v e  in m i n d  i s  s o m e t h i n g  l e s s  than  a fu l l  c u s t o m s  union ,  of the  k ind  tha t  

t he  C o m m o n  M a r k e t  i s  d e v e l o p i n g .  Do you r e a l l y  th ink  tha t  t h e s e  e i g h t  

c o u n t r i e s  a r e  p r e p a r e d  to c o m p e t e  w i th  e a c h  o t h e r ,  t o  u n s h e l t e r  t h e i r  

s o - c a l l e d  in fan t  i n d u s t r i e s ,  to f a c e  c o m p e t i t i o n  f r o m  the  in fan t  i n d u s t r i e s  

of a n e i g h b o r  c o u n t r y ?  

MR. POIRIER: I doubt  i t .  I d o n ' t  t h ink  tha t  as  m u c h  w i l l  i s s u e  

• f r o m  th i s  p r o p o s a l  as  you r e a d  abou t  i t .  And  m y  c h i e f  r e a s o n  i s  tha t  the  

c o u n t r i e s  i n v o l v e d  a r e  a l r e a d y  buy ing  abou t  as  m u c h  a s  t h e y  can  u s e  of 
s e e  how 

e a c h  o t h e r ' s  p r o d u c t s .  I d o n ' t  ~ i k ~ A , r g e n t i n a  i s  go ing  to buy m u c h  m o r e  

co f f ee  f r o m  B r a z i l  than  i t  h a s  b e e n  buy ing ,  i doni t  s e e  how B r a z i l  i s  

g o i n g  to buy m u c h  m o r e  w h e a t  f r o m  Argen t in , a  t h a n  i t  has  b e e n  buy ing .  

I t t s  t a k i n g  a l l  i t  n e e d s ,  w i th  s o m e  f r o m  the U . S .  And  the  A r g e n t i n e -  

C h i l e a n  t r a d e  in s e a  s h e l l f i s h  and  m e a t  and  l i v e s t o c k  has  b e e n  go ing  on.  
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I d o n ' t  s e e  tha t  t h e i r  i n t e r n a l  t r a d e ,  tha t  i s ,  b e t w e e n  t h e m s e l v e s ,  can  

d e v e l o p .  It m a y  d e v e l o p  a l i t t l e  b i t  f r o m  s o m e  of the n e w  m a n u f a c t u r e s ,  

s o m e  of the  m o r e  r e c e n t  d e v e l o p m e n t s .  But  I d o n ' t  th ink  i t  wi l l  d e v e l o p  

in to  a n y t h i n g  as  f o r c e f u l  or of the  m a g n i t u d e  tha t  the w o r d s  i m p l y .  

MR.  V E R N E R :  L e t  m e  go one  s t e p  f u r t h e r  on tha t .  I qu i t e  a g r e e  

wi th  you.  And  e v e n  w h e n  i t  g e t s  a r o u n d  to the s o - c a l l e d  e x c h a n g e  of 

i n d u s t r i e s  I ' m  not  so  s u r e  the  n e w  i n d u s t r i e s  tha t  a r e  d e v e l o p i n g  a r e  

go ing  to a m o u n t  to a n y t h i n g  e i t h e r .  

You m e n t i o n e d  B r a z i l .  The  B r a z i l i a n s  c a n ' t  c o m p e t e  on t h e i r  

p r e s e n t  c o s t s  a n y w h e r e  in  La~in  A m e r i c a .  As  a m a t t e r  of fac t ,  i f  i t  

w e r e n ' t  fo r  the  q u a n t i t a t i v e  c o n t r o l s  tha t  B r a z i l  has  got,  t h e r e  wou ld  be 

no e x c u s e  fo r  s u c h  i n d u s t r i e s  on a c o s t  b a s i s  today .  The  V o l k s w a g e n ,  

fo r  i n s t a n c e ,  s e l l s  fo r  the  e q u i v a l e n t  of $3500 in  B r a z i l .  I t ' s  f a n t a s t i c .  

C O M M E N T :  M r .  P o i r i e r ' s  p r e d i c t i o n  a l r e a d y  s h o w s  s i g n s  of 

c o m i n g  t r u e .  It was  r e p o r t e d  in  the  m o r n i n g  p r e s s  tha t  B r a z i l  did no t  

s i g n  y e s t e r d a y ,  and  tha t  she  r a i s e d  a new q u e s t i o n .  She w a n t s  to be 

ab l e  to w i t h d r a w  on two y e a r s  n o t i c e .  T h e y  a r e  now t r y i n g  to n e g o t i a t e  

tha t  th ing .  

1VIR. P O I R I E R :  Thank  you v e r y  m u c h .  B r a z i l  has  s h o w n  s o m e  

r e l u c t a n c e  in the l a s t  s ix  m o n t h s ,  i n c r e a s i n g  r e l u c t a n c e  a p p a r e n t l y .  

B o l i v i a  a l so ,  I th ink,  was  not  too e n t h u s i a s t i c .  P e r u  has  c e r t a i n  m i s g i v -  

i n g s  abou t  it; and  Chi le  and  A r g e n t i n a  d o n ' t  s e e  e y e  to eye  on c e r t a i n  

p a r t s  of the th ing .  

QUESTION:  I ' d  l ike  to r e t u r n  fo r  j u s t  a m o m e n t  to the p r i c e s .  
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I t h ink  th i s  i n v o l v e s  bo th  M r .  Hight  and  M r .  V e r n e r .  We w e r e  r e c e n t l y  

v i s i t i n g  a J o n e s  and  L a u g h l i n  s t e e l  p l an t  up in P i t t s b u r g h  and  w e r e  to ld  

t h a t  f o r e i g n  c o m p e t i t o r s  w e r e  ab le  to d e l i v e r  b a r b e d  w i r e  on t h e i r  p l a t -  

f o r m s  and t h e i r  w a r e h o u s e s  c h e a p e r  than  t h e y  cou ld  p r o d u c e  i t  h e r e .  We 

w e r e  a l s o  t o l d - - a n d  th i s  s e e m s  to be g e n e r a l l y  k n o w n - - t h a t  in the  w a r -  

t o r n  e c o n o m i e s  of E u r o p e  and  J apan  they  have  i n s t a l l e d  the v e r y  l a t e s t  

in  m e c h a n i z e d  e q u i p m e n t ,  e s p e c i a l l y  in  s t e e l  p r o d u c t i o n ,  but  a l s o  in a 

lo t  of  o t h e r  a r e a s ;  tha t  t h e y  have  e v e r y  b i t  as  good  a c a p a b i l i t y  for  tha t  

as  we have  h e r e ,  and  in s o m e  p l a c e s  m u c h  b e t t e r .  We a l s o  s aw  r e c e n t l y ,  

I b e l i e v e  in  T i m e  M a g a z i n e ,  a f e a t u r e  of the g r o w i n g  b o o m  in  m a r k e t i n g - -  

s u p e r m a r k e t s  in E u r o p e  on the C o n t i n e n t  and  in  E n g l a n d .  Th i s  b r i n g s  

m e  to the  po in t  tha t  we have  an i m b a l a n c e  of p a y m e n t s  c o m i n g  up c o n t i n -  

u ing ;  and  I ' m  a sk ing ,  D o e s n ' t  t h i s  s h o w  tha t  we a r e  g e t t i n g  m o r e  and  m o r e  

in to  t r o u b l e  in  th i s  q u e s t i o n  of p r i c i n g  o u r s e l v e s  out of w o r l d  m a r k e t s  

r a t h e r  than  tha t  the  p r o b l e m  is  aba t i ng  o r  tha t  we wi l l  be ab l e  to l ive  

w i th  i t ?  

MR.  HIGHT: On the q u e s t i o n  of b a r b e d  w i r e ,  t h e r e  was  a T a r i f f  

C o m m i s s i o n  c o m p l a i n t  l a s t  y e a r ,  w h i c h  the  ' C o m m i s s i o n  did no t  e n t e r -  
a few 

ra in .  The  b ig  co m p a n i e s  w e r e  not  i n v o l v e d  a t  a l l .  I t  was  ~ s m a l l  

b a r b e d  w i r e  c o m p a n i e s ,  s p e c i a l i s t s  in b a r b e d  w i r e ,  that  m a d e  the c o m -  

p la in t ,  and  i t  was  not  s u p p o r t e d  by the T a r i f f  C o m m i s s i o n .  

MR.  HAVEI~_EYER: We f i l ed  l a s t  w e e k .  

MR.  HIGHT: A r e  the  b ig  c o m p a n i e s  i n ?  

MR. iA.VEMEY~:R. No. 
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MR. HIGHT: Barbed wire is one item, and it may well be that 

European production costs on barbed wire are lower than they are in the 

United States. But across the whole range of steel products I would doubt 

it very seriously. 

As a matter of fact, I think--and I defer to the Department of 

Commerce people on this--that although our imports of steel products 

last year were considerably higher than our exports for the first time 

in history, a good deal of that was due to the strike; and that we will 

recover steel markets abroad in the coming year. To take just one 

product--cold-rolled sheet. Nobody in the w,)rld can compete with the 

United States on that product. 

I~!R. VERNER: Or on specialized steels either. 

MR. HIGHT: No. 

DR. KRESS: Gentlemen, we want to get along here now. Just let me 

say one thing. In a few months you will be given an opportunity to join 

the Alumni Association of the Industrial College, and there has been a 

rumor around her~for years that anyone who joins, graduates. 

At the last two or three alumni meetings back we had a labor leader-- 

and I won't name him, because he doesn't need the publicity--who very 

vociferously said that the American barbed wire people were totally obso- 

lete and out of date, and that if the industry would wake up and get on the 

ball, it could compete very nicely. I thought that was an unusual thing 

fo r  a l a b o r  l e a d e r  to s a y .  

lVIR. HIGHT: No. That &s the union line, definitely. 
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DR.  KRESS: Wel l ,  now, l e t ' s  go a long .  We have  t o u c h e d  on ,~ 

i t e m  No. 3 i n c i d e n t a l l y  and  i n d i r e c t l y ;  ~ u t  I t h ink  v~e s h o u l d  g ive  i t  a 

l i t t l e  b i t  m o r e  t i m e .  A p p a r e n t l y ,  as  f a r  as  I can  d e t e r m i n e ,  u n l e s s  we 

c a n  m a k e  s o m e  k i n d  of i n t e r n a t i o n a l  a g r e e m e n t  in  a d v a n c e ,  we do not  

have  v e r y  m u c h  c h a n c e  of c o n t r o l l i n g  v i o l e n t  p r i c e  f l u c t u a t i o n s  in  t i m e  

of  e m e r g e n c y ,  w h e t h e r  i t ' s  a w a r t i m e  e m e r g e n c y  o r  a s i m p l e  d r o u g h t .  

On the  o t h e r  hand,  the  U n i t e d  S t a t e s ,  in m y  op in ion ,  has  b e e n  s h o w i n g  a 

l a c k  of l e a d e r s h i p  in  d e v e l o p i n g  t h e s e  i n d u s t r i e s  too.  

i M r .  P o i r i e r ,  d o e s  t ha t  c o m e  u n d e r  y o u r  f i e l d ?  

MR.  P O I R I E R :  I wou ld  m e r e l y  s a y  tha t  i t  i s  no t  the  U . S .  p o l i c y  

to e n c o u r a g e ,  f o s t e r ,  o r  deve lop ,  o r  to p a r t i c i p a t e  in, e x c e p t  in  c e r t a i n  

c a s e s ,  i n t e r n a t i o n a l  c o m m o d i t y  a g r e e m e n t s .  The e c o n o m i c  p o l i c y  h e r e  

i s  a f r e e ,  u n t r a m m e l e d ,  u n d i r e c t e d  c o m m e r c e ,  and  on ly  in r a r e  c a s e s  

w h e r e  t h e r e  i s  a r e a l l y  s e r i o u s  e c o n o m i c  p r o b l e m  d o e s  the  U . S '  G o v e r n -  

m e n t ,  o r  m y  d e p a r t m e n t  a t  l e a s t ,  th ink  tha t  i t  i s  a good  th ing  to have  an 

i n t e r n a t i o n a l  c o m m o d i t y  a g r e e m e n t .  

MR.  HIGHT: You have  b e c o m e  s o m e w h a t  m o r e  f l e x i b l e  in the  

l a s t  y e a r  on tha t  a t t i t u d e ,  h a v e n ' t  y o u ?  You a r e  m o r e  w i l l i n g  to e n t e r t a i n  

a p r o p o s a l  than  you w e r e  ? 

MR.  P O I R I E R :  T h e r e  has  b e e n  a l i t t l e  b e n d i n g  to  a c c o m m o d a t e  

c e r t a i n  p r o b l e m s .  We have  l i s t e n e d  to and  we have  p a r t i c i p a t e d  in,  t hough  

on ly  as  o b s e r v e r s ,  in  d i s c u s s i o n s  of c e r t a i n  i n t e r n a t i o n a l  c o m m o d i t y  

a g r e e m e n t s .  We have  e v e n  m a d e  a v a i l a b l e  f a c i l i t i e s  fo r  t h e m  in  the 
co f f ee  

i n t e r n a t i o n a l  ~ a g r e e m e n t s ,  of w h i c h  we a r e  not  m e m b e r s .  
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MR.  HIGHT:  If  I cou ld  take  j u s t  one  m i n u t e :  T h e r e  a r e  two s i d e s  

to  t h i s .  I t h ink  the f i r s t  t h ing  t h a t  ought  to be s a i d  i s  t h a t  the g e n e r a l  

p r i c e  l e v e l  f o r  r a w  m a t e r i a l s  h a s  i n c r e a s e d  m u c h  m o r e  s l o w l y  t han  i t  

h a s  fo r  m a n u f a c t u r e d  goods  o v e r  the l a s t  25 y e a r s .  The  t e r m s  of t r a d e  of 

the  r a w  m a t e r i a l s  p r o d u c i n g  c o u n t r i e s  have  gone d i s t i n c t l y  a d v e r s e  in  the  

l a s t  two or  t h r e e  y e a r s ,  i m p r o v i n g  s o m e w h a t  l a t e l y .  

I t h i n k  t h e r e  i s  the  p r o b l e m  of l o n g - t e r m  f l u c t u a t i o n s  a n d  s h o r t -  

t e r m  f l u c t u a t i o n s ;  and  I know we a r e  a d d r e s s i n g  o u r s e l v e s  to the  q u e s t i o n  

of the  s t r a t e g i c  i m p o r t a n c e  of s t a b i l i z i n g  p r i c e s  for  s t r a t e g i c  p u r p o s e s  

in  t i m e s  of e m e r g e n c y .  I th ink ,  of c o u r s e ,  we ough t  a l l  to a g r e e  t h a t  t h a t  

i s  o n l y  p a r t  of the  p r o b l e m ;  t h a t  the  e x p o r t  e a r n i n g s  of the  p r i m a r y  p r o -  

d u c i n g  c o u n t r i e s  i s  an  e x t r e m e l y  i m p o r t a n t  p r o b l e m  f r o m  the  U n i t e d  S t a t e s  

s t a n d p o i n t ;  and,  of c o u r s e ,  o b v i o u s l y  i s  t i e d  in  w i th  o u r  f o r e i g n  a id .  It  

h a s  b e e n  e s t i m a t e d  t h a t  the  p r i m a r y  p r o d u c i n g  c o u n t r i e s  have  l o s t  two 
g e n e r a l l y  

b i l l i o n  d o l l a r s ^ i n  the l a s t  t h r e e  y e a r s  t h r o u g h  p r i c e  d e c l i n e s  in  t h e i r  

e x p o r t  p r o d u c t s .  Now, t h a t ' s  a s e r i o u s  m a t t e r ,  b e c a u s e  none  of t h e m  

c a r r y  a n y  r e s e r v e s  to s p e a k  of. 

M R .  I ~ . V E M E Y E R :  You a l s o  have  the p r o b l e m  tha t  the U . S .  

p r i c e  l e v e l  of 1947 and  1948 c o m p a r e d  w i th  '59 wen t  up 19 p e r c e n t  on the 

w h o l e s a l e  p r i c e  l i s t  of the  L a b o r  D e p a r t m e n t .  H o w e v e r ,  you f ind  tha t  

a u t o m o b i l e s  i n c r e a s e d  73 p e r c e n t ,  and  s t e e l  43 p e r c e n t ,  in  the  s a m e  

p e r i o d .  T h e r e f o r e ,  i f  you a r e  l ook ing  in to  the p r i c e ,  one of the t h i n g s  

t h a t  a r e  k e e p i n g  the  l e v e l  down to the  19 p e r c e n t ,  you s h o u l d  look a t  t h o s e  

two l a r g e  i n d u s t r i e s  w h i c h  have  i n c r e a s e d  so  h igh .  
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MR. V E R N E R :  

I ' m  off on a t a n g e n t .  

e m e r g e n c y ?  

DR. KRESS: 

Maybe  I donmt u n d e r s t a n d  th i s  th ing ,  o r  m a y b e  

A r e  we t a l k i n g  abou t  p r i c e  c o n t r o l s  d u r i n g  an 

Not a l t o g e t h e r  c o n t r o l s ,  but  e v e r y  t i m e  t h e r e  i s  an 
woo l  

e m e r g e n c y ,  fo r  e x a m p l e ,  not  long  ago the  Aus t r aL ian  re#minK c r o p - - e v e r y b o d y  

w as  out t r y i n g  to buy i t .  So as  a r e s u l t ,  when  the  K o r e a n  th ing  b r o k e  out, 

the  p r i c e  of woo l  w e n t  up 300 p e r c e n t  o v e r n i g h t ,  and  t h e r e  i s  no th ing  you 

can do but  pay i t .  T h e n  w h e n  the  e m e r g e n c y  i s  o v e r  and  the  p r i c e  g o e s  

down,  ha the  m e a n t i m e  the  A u s t r a l i a n s  have  got  u s e d  to t h e i r  new  l e v e l  

of  l i v i n g  and  t h e y ' r e  a l l  b a n k r u p t  and  y o u ' v e  got  to go in  and  l e n d  t h e m  

s o m e  m o n e y .  

MR. V E R N E R :  Th i s  i s  a r a t h e r  s e n t i m e n t a l  thought ,  but,  s p e a k -  

ing  of a l u m n i  and  one th ing  o r  a n o t h e r ,  I s u p p o s e  I ought  to be an h o n o r a r y  

a l u m n u s  of s o r t s ,  b e c a u s e  I t augh t  a t  the  I n d u s t r i a l  War C o l l e g e  way  

b a c k  in  1946 o r  '7 o r  s o m e t h i n g  Like that ,  up t h r o u g h  1940, I th ink .  But 

t hen  we w e r e  b u s i l y  e n g a g e d  in d r a w i n g  up p l ans  for  p r i c e  c o n t r o l  in c a s e  

of  a n a t i o n a l  e m e r g e n c y .  T1Tat's wha t  I was  t h i n k i n g  of, r a t h e r  a s i t u a t i o n  

d e v e l o p i n g  as  a r e s u l t  of a h a z a r d  in the p r o d u c t i o n  of r a w  m a t e r i a l s .  We 

w o r k e d  m i g h t i l y  on that;  and  I th ink  tha t  a f t e r  about  t h r e e  y e a r s  we gave  

b i r t h  to a p o l i c y  p a p e r ,  w h i c h  was  s u p p o s e d  to be u s e d  in  the c a s e  of a 

n a t i o n a l  e m e r g e n c y ,  but  a n a t i o n a l  e m e r g e n c y  c a m e  a long  and  I d o n ' t  know 

wha t  h a p p e n e d  to the  p a p e r .  I g u e s s  i t  was  t h r o w n  out of the  window.  

But  I w a s n ' t  v e r y  c l o s e  to i t  fo r  fou r  and  a ha l f  y e a r s .  I was  o v e r s e a s  
c a m e  

fo r  four  and  a ha l f  y e a r s ;  and  I ~ b a c k  and,  m u c h  to m y  a m a z e m e n t ,  
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p r i c e s  w e r e  a l l  o v e r  the lo t .  

F r o m  w h a t  l i t t l e  r e s e a r c h  I d id  on i t  i found  f u n d a m e n t a l l y  t h a t  

w h a t  had  h a p p e n e d  w a s  tha t  a l l  the  p r i n c i p l e s  we had  l a id  down w e r e  f o r -  

g o t t e n .  T a k e  s u c h  t h i n g s  a s  the  c o n t r o l  of  w a g e s - - t h e  m o s t  i m p o r t a n t ,  

a s  a m a t t e r  of f a c t .  A l l  d u r i n g  the  w a r  i t  k e p t  c r e e p i n g  in  h e r e  a n d  t h e r e ,  

i n c h  by inch ,  one i n d u s t r y  a n d  then a n o t h e r .  

S u r e ;  we s u b s i d i z e d  the r a w  m a t e r i a l s ,  w h i c h  s h o u l d  h a v e  m e a n t  

t h a t  a l l  t h i n g s  w e r e  equa l ;  t ha t  t h e y  w o u l d  have  g o t t e n  in to  the  p r o d u c t i o n  

s c h e m e  at  the  s a m e  c o s t s  a s  t h e y  w e r e  in 1940. So tha t  y o u r  c o s t s  of 

r a w  m a t e r i a l s  w e r e  the  s a m e ;  but  s o m e h o w  o r  o t h e r  we a l l o w e d  the  c o s t s  

of  m a c h i n e r y ,  the  l a b o r  c o s t s ,  and  e v e r y t h i n g  e l s e  to i n c h  up.  So f i n a l l y  

you  ge t  b a c k  to the e n d  of 1945 a n d  you  f ind  tha t  the  c o s t  of  e v e r y t h i n g  

h a s  gone  up .  

The  a n s w e r  f u n d a m e n t a l l y  i s  t ha t  you  c a n  d r a w  up a l l  the p l a n s  in 

the  w o r l d ,  a n d  you  c a n  have  an a d m i n i s t e r e d  e c o n o m y - - n o  doub t  a b o u t  i t - -  

bu t  i t  f i n a l l y  e n d s  up in  how m u c h  t e n a c i t y  of p u r p o s e  the  a d m i n i s t r a t o r s  

h a v e  got  to m a k e  t h ings  s t i c k .  

D R .  KRESS:  I th ink  t h a t ' s  a good  no te  on w h i c h  to t ake  a t e n -  

m i n u t e  ha l t .  

{BREAK} 

D R .  KRESS- M r .  H a v e m e y e r ,  you  h a d  a c o m m e n t  t o w a r d  the e n d  

t h e r e .  Do you  w a n t  to l e t  tha t  go?  

I~R.  I iAVEMEYER_. No.  I w a n t e d  to c o m m e n t  on the  l e g i s l a t i o n  

t ha t  we  w e r e  ab l e  to g e t  t h r o u g h  fo r  p r i c e  c o n t r o l .  You r e m e m b e r ,  L e o n  
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at  a l l  
H e n d e r s o n  s t a r t e d  out  a t  the  b e g i n n i n g  w i t h  no l e g i s l a t i o n / t r y i n g  to ho ld  

the  l i n e .  M a i n l y  he d id  i t  t h r o u g h  a t t a c k s  in  the  p r e s s  on i n d u s t r i e s  tha t  

w e r e  r a i s i n g  p r i c e s .  And  the l a s t  a c t  of  the p r i c e  c o n t r o l ,  w h e n  R o o s e v e l t  

w a s  go ing  to s i g n  it ,  C h e s t e r  B o w l e s  w e n t  o v e r  to s e e  h i m  and  he s a i d ,  

" W h a t  do you th ink  of t h i s  a c t ? "  and  he s a i d :  " J u s t  l a s t  w e e k  m y  c o l o r e d  

boy  has  b e e n  do ing  a lot  of w o r k  fo r  m e  on the f a r m  a n d  I gave  h i m  a 

q u a r t  of w h i s k e y  a n d  I a s k e d  h i m  the n e x t  d a y  how he l i k e d  i t .  He s a i d :  

' W e l l ,  i f  i t  w a s  a n y  w o r s e ,  you w o u l d n ' t  have  g i v e n  i t  to m e .  I f  i t  h a d  

b e e n  a n y  b e t t e r ,  you  s t i l l  w o u l d n ' t  h a v e  g i v e n  i t  to m e .  ' "  

DR.  KRESS:  So he d i d n ' t  s i g n  i t ?  

M R .  H A V E M E Y E R :  Yes ,  he did .  

M R .  V E R N E R :  But  i t  w a s  a f a r  c r y .  You s e e ,  we  w e r e  p r e p a r e d  

b e f o r e  the w a r  a s  a g a i n s t  an  e m e r g e n c y .  We had  p r e p a r e d  an  a c t  t ha t  

w a s  s u p p o s e d  to have  gone  a u t o m a t i c a l l y  in to  C o n g r e s s  to c o n t r o l  p r i c e s .  

But  w h a t  c a m e  out  w a s  a f a r  c r y  f r o m  the  w o r k  tha t  y o u r  p r e d e c e s s o r s  

had  done  b a c k  in  1937, '38,  and  '39 .  I t ' s  t r u e  tha t  the a c t  w a s  put  in to  

C o n g r e s s ;  bu t  by  the t i m e  the g e n t l e m e n  got  t h r o u g h  p l a y i n g  w i th  i t ,  i t  

c a m e  out  s o m e w h a t  e m a s c u l a t e d .  

DR. KRESS: I t ake  i t  you  a r e  r e f e r r i n g  to the  M o b i l i z a t i o n  P l a n  

of  19397 

M R .  V E R N E R :  Y e s .  

DR. KRESS: I t  w e n t  in to  the r o u n d  f i l e .  And  one  of the  r e a s o n s  

i t  w e n t  in to  the  r o u n d  f i l e  w a s  b e c a u s e  the g e n t l e m e n  who w o u l d  have  to 

o p e r a t e  i t  d i d n ' t  know m u c h  abou t  i t .  
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w a s  

S o m e t i m e  b a c k  M r .  E i s e n h o w e ~ q u o t e d  s e v e r a l  t i m e s - - a n d  I 

h a p p e n e d  to be t h e r e  w h e n  he m a d e  t h e s e  r e m a r k s - - t o  the  r e s e r v e  of the 

d e p a r t m e n t  p r e t t y  m u c h - - h e  was  an e x e c u t i v e  r e s e r v i s t  of  the D e p a r t m e n t  

of C o m m e r c e - - h e  s a i d :  " T h e  i m p o r t a n t  t h ing  i s  the  p l a n n i n g .  When  

the  e m e r g e n c y  a c t u a l l y  b r e a k s ,  y o u ' r e  l i k e l y  to s w e e p  the p l ans  on the 

s h e l f  in  to the d i s c a r d .  But  now tha t  you k n e w  how to do the  p l a n n i n g  and 

wha t  was  i n v o l v e d  in  the  s i t ua t i on ,  you cou ld  m a k e  a p lan  tha t  wou ld  s o l v e  

tha t  p a r t i c u l a r  s i t u a t i o n . "  

QUESTION: B e f o r e  we l e a v e  th i s  p r o b l e m  of i n t e r n a t i o n a l  p r i c e  

c o n t r o l  of c r i t i c a l  i t e m s ,  I ' d  l ike  to r a i s e  one q u e s t i o n  fo r  the  p a n e l  on t h i s .  

B e t w e e n  the  D e p a r t m e n t  of  A g r i c u l t u r e  and  the  GSA we have  a v e r y  s u b -  

s t a n t i a l  a m o u n t  of t h e s e  c r i t i c a l  i t e m s  in  the  s t o c k p i l e ,  and  s o m e  in  

a g r i c u l t u r e  tha t  a r e  not  c o n s i d e r e d  c r i t i c a l  i t e m s .  I ' d  l ike  to a s k  t h r e e  

q u e s t i o n s .  One,  w h a t  a r e  we do ing  in  c o n n e c t i o n  w i t h  the  s t o c k p i l e ,  wha t  

can  we do in  c o n n e c t i o n  wi th  the  s t o c k p i l e ,  to c o n t r o l  i n t e r n a t i o n a l  p r i c e s  ? 

Wha t  a r e  we d o i n g s  And  what  s h o u l d  we do ? 

MR.  H A V E M E Y E R :  One p r o b l e m  we have  i s  tha t  we have  the law 
on 

w h i c h  r e q u i r e s  t h a t ] a n y t h i n g  s o l d  f r o m  the  s t o c k p i l e  we have  to ge t  p e r -  

m i s s i o n  f r o m  C o n g r e s s .  The  s e c o n d  th ing  is  tha t  t h e r e  a r e  on ly  r a w  

m a t e r i a l s  in  the s t o c k p i l e .  T h i r d l y ,  the m a j o r  p r o d u c t s  tha t  a r e  s o l d  

a r e  t h o s e  i t e m s ,  s u c h  as  r u b b e r ,  w h i c h  d e t e r i o r a t e .  I b e l i e v e  tha t  the  

r e p o r t  l a s t  w e e k  was  tha t  m o s t  of the s t o c k s  tha t  w e r e  put in t h r e e  y e a r s  ago  

w e r e  now l i q u i d a t e d  and  t h e y  a r e  buy ing  n e w  s t o c k s .  

F o u r t h l y ,  on p r o b l e m s  s u c h  as  P e r u ,  Ch i l e ,  and  the  B e l g i a n  Congo  
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sources for copper--and I think about 40 percent of our copper require- 
when 

merits come in from overseas--and ~ those economies get low such that 

t h e y  a r e  l o s i n g  a g r e a t  d e a l  of f o r e i g n  e x c h a n g e ,  the U n i t e d  S t a t e s  at  tha t  

t i m e  a s s i s t e d  in the  w o r l d  p r i c e  by p u r c h a s i n g  c e r t a i n  s t o c k s  in  those  

c o u n t r i e s  for  ou r  s t o c k p i l e ,  w h i c h  h e l p e d  to k e e p  t h o s e  p r i c e s  of  r a w  

m a t e r i a l s  on a m o r e  e q u i t a b l e  b a s i s .  

MR.  HIGHT: The p r o b l e m  r e a l l y  l a t e l y  has  b e e n  one of d e c l i n i n g  

p r i c e s  r a t h e r  than  of r i s i n g  p r i c e s .  A s t o c k p i l e ,  I would  s u p p o s e ,  t h e o r e t -  

itcally would  be s o l d  in  t i m e  of r i s i n g  p r i c e s  to s t a b i l i z e  the p r i c e s .  

MR. VERNER: That  is  e x a c t l y  what  has  h a p p e n e d ,  to a d e g r e e .  

T a k e  r u b b e r  as  an e x a m p l e .  H o w e v e r ,  aga in ,  a s  you p o i n t e d  out  a l i t t l e  

e a r l i e r ,  you have  to u s e  a c e r t a i n  a m o u n t  of d i s c r e t i o n  as  to how m u c h  

c o n t r o l  o r  at  wha t  l e v e l  you wan t  to c o n t r o l  y o u r  p r i c e s  i n t e r n a t i o n a l l y ,  

b e c a u s e  we do have  in  the  c a s e  of  r u b b e r  t h e s e  c o u n t r i e s  tha t  a r e  t r y i n g  

to f ind  t h e i r  f ee t .  We a r e  t r y i n g  to p l a c e  t h e m ,  not  on ly  f r o m  an e c o n o m i c  

po in t  of v i e w  equ i t ab ly ,  g ive  t h e m  a s t a r t  in  th i s  i n d u s t r y ,  but  a l s o  we 

have  to th ink  of the s o c i o - p o l i t i c a l  a s p e c t s  of i t  too.  

If we t r y  to s t a b i l i z e  th i s  p r i c e  c o n t r a r y  to m y  i n d u s t r y ' s  i n t e r e s t ,  

we  wou ld  r a t h e r  have  r u b b e r  a t  the  m o m e n t  s t a b i l i z e d  at  28 o r  29 c e n t s ,  

r a t h e r  than  41 o r  42. t~ut, on the o t h e r  hand,  I th ink  m o s t  p e o p l e  in  the  

i n d u s t r y  r e c o g n i z e  the f ac t  tha t  ou r  hands  a r e  s o m e w h a t  t i e d  in  tim s e n s e  

tha t  we m i g h t  open  o u r s e l v e s  to t r e m e n d o u s  c r i t i c i s m  i f  we a t t e m p t e d  to 

d u m p  a lo t  of r u b b e r  on the  m a r k e t  and  b r i n g  the  p r i c e  down to What wou ld  

be  a m o r e  r e a s o n a b l e  l e v e l .  W e ' v e  got  to w a t c h  tha t .  In o t h e r  w o r d s ,  
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i t ' s  no t  a l t o g e t h e r  e c o n o m i c .  

i o n a l  r e l a t i o n s  t i e d  up in  th i s  th ing .  

A t r u i s m ,  w h e t h e r  we l ike  i t  o r  not,  

a l w a y s  l o o k e d  at  as  b e i n g  the  n a s t y  p e o p l e .  

T h e r e  a r e  a lo t  of socio-political i n t e r n a t -  

i s  tha t  the b ig  c o u n t r i e s  a r e  

We a r e  j u s t  m e r e l y  g e t t i n g  

in to  the  p h a s e  of i n t e r n a t i o n a l  r e s p o n s i b i l i t y ,  and  t h e r e f o r e  i n t e r n a t i o n a l  

r e a c t i o n ,  w h i c h  the B r i t i s h  had  in the  19th c e n t u r y .  NoBody l i k e d  the  

B r i t i s h  in  the 19th c e n t u r y ,  and nobody  i s  go ing  to l ike  the A m e r i c a n s  

fo r  the r e s t  of the 20th, s i m p l y  b e c a u s e  we a r e  a big,  p o w e r f u l  c o u n t r y ;  

and  the  l i t t l e  m a n  looks  a t  us  wi th  a g r e a t  d e a l  of j e a l o u s y ;  and  a n y t h i n g  we 

d o - - g o o d ,  bad,  or  i n d i f f e r e n t - - i s  c o n s i d e r e d  u n f a i r  and  i n e q u i t a b l e .  

QUESTION: On the s u b j e c t  of i n t e r n a t i o n a l  t r a d e  a g r e e m e n t s ,  
t h i r t e e n  

the  p o l i t i c a l  d e v e l o p m e n t s  in  Cuba  in the  l a s t  mm and  a ha l f  m o n t h s  have  

l e d  s o m e  p e o p l e  to q u e s t i o n  the w i s d o m  o r  the  d e s i r a b i l i t y  of c o n t i n u i n g  

to buy o v e r  ha l f  the Cuban  s u g a r  c r o p  and  pay  h e r  double  the  go ing  w o r l d  

m a r k e t  p r i c e ,  s ay ing ,  a m o n g  o t h e r  t h ings ,  tha t  p a r t  of th i s  e x t r a  m o n e y  
h a t e -  

i s  bei4ag u s e d  to f i n a n c e  C a s t r o ' s  m m ~ - A m e r i c a  ~ c a m p a i g n .  Would  one 

of you g e n t l e m e n  c a r e  to c o m m e n t  on that  ~ p a r t i c u l a r  q u e s t i o n ?  

MR.  V E R N E R :  L e t  m e  j u s t  s a y  t h i s :  tha t  p a r t  of tha t  adds  up to 

the  po in t  we w e r e  d i s c u s s i n g  a m o m e n t  a g o - - y o u ' r e  d a m n e d  if  you do and  

d a m n e d  if  you  d o n ' t .  W e ' r e  w a l k i n g  a p o l i t i c a l  t i g h t r o p e  a t  the  m o m e n t .  

S u r e .  As  a m a t t e r  of G o v e r n m e n t  p o l i c y  I f e e l  qu i t e  c o n f i d e n t  

tha t  our  A d m i n i s t r a t i o n  i s  d e f i n i t e l y  o p p o s e d  to s u b s i d i z i n g  C a s t r o  and  

wha t  i s  i m p l i e d .  But  w e ' r e  in  a p o s i t i o n  w h e r e  a t  the  m o m e n t  we c a n ' t  

t ake  a u n i l a t e r a l  a c t i o n  tha t  we m i g h t  w i thou t  hav ing  r e p e r c u s i o n s  not  
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on ly  in Cuba ,  but  o t h e r  p a r t s  of  Sou th  A m e r i c a ,  in  w h i c h  t h e y  wou ld  p o i n t  

t he  f i n g e r  of s c o r n  a t  the U n i t e d  S t a t e s .  I t h ink  t h a t t s  one of the  b ig  

t h i n g s  t h a t  we have  to w o r r y  abou t .  

M R .  HIGHT:  I t h ink  i t t s  l a r g e l y  a p o l i t i c a l  p r o b l e m  too.  I t h ink  

t ha t  we w o u l d  be a c c u s e d  of u s i n g  o u r  e c o n o m i c  p o w e r  to f u r t h e r  o u r  

p o l i t i c a l  e n d s .  I t h ink  we have  to u n d e r s t a n d  tha t  in  p a y i n g  the  f ive  c e n t s  

a p o u n d  fo r  Cuban  s u g a r  we  a r e  a c c o m p l i s h i n g  two o b j e c t i v e s ,  bo th  of 

w h i c h  a r e  i m p o r t a n t  in  t h i s  c o u n t r y .  The  f i r s t  i s  to p r o t e c t  o u r  own s u g a r  

p r o d u c e r s .  We c o u l d  do tha t  w i t h  a t a r i f f  o r  an  e x c i s e  tax  on i m p o r t s ,  

a n d  we c o u l d  s a v e  the A m e r i c a n  G o v e r n m e n t  c o n s i d e r a b l e  m o n e y .  It  

w o u l d n ' t  m a k e  any  d i f f e r e n c e  to the  c o n s u m e r s ,  bu t  the  G o v e r n m e n t  i t s e l f  

o b v i o u s l y  w o u l d  h a v e  the  b e n e f i t  then  tha t  i t  now g i v e s  to the C u b a n s .  

We have  done  i t  t h i s  way ,  I p r e s u m e ,  b e c a u s e  we  f e e l  tha t  we  a r e  

c l o s e l y  t i e d  to Cuba  t r a d i t i o n a l l y ,  a n d  th i s  i s  a f o r m  of e c o n o m i c  a i d  to 

C u b a .  U n d e r  the C a s t r o  s i t u a t i o n ,  

i on  a s  to how we w o u l d  h a n d l e  i t ,  

DR.  KRESS:  G e n t l e m e n ,  

to m e  i t  s e e m s  to be  a p o l i t i c a l  d e c i s -  

r a t h e r  t han  an e c o n o m i c  one~ 

I w a s  to ld  s e v e r a l  days  b a c k  tha t  I w o u l d  

n e v e r  ge t  t h e s e  f i f t e en  a r e a s  c o v e r e d ;  and,  of c o u r s e ,  I r e a l i z e  tha t .  

But  I d id  t h ink  I w o u l d  g e t  a l i t t l e  f a r t h e r  a l o n g  t han  No.  3. 

Now, we h a d  a s p e a k e r  who w a s  to t e l l  us  s o m e t h i n g  of the e f f e c t s  

o f  the  E u r o p e a n  C o m m o n  M a r k e t  on the  U n i t e d  S t a t e s  e c o n o m y .  He 

b e c a m e  i l l .  We found a s u b s t i t u t e ,  and  the  s u b s t i t u t e  w a s  c a l l e d  b e f o r e  

the  C o n g r e s s .  So we a r e  no t  too w e l l  c o v e r e d  in t ha t  f i e ld .  

t h a t  the o r i g i n a l  s p e a k e r  i s  now s c h e d u l e d  to c o m e  in M a r c h .  
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h e ' s  one  of t h e s e  v i v a n t  p e r s o n a l i t i e s  of the  w o r l d  and  an i n t e r n a t i o n a l  

f i g u r e ;  and  t h a t ' s ,  of  c o u r s e ,  one  of  the r e a s o n s  t ha t  h e ' s  s i c k .  H e ' s  

o v e r w o r k e d  a t  i t  a n d  h a d  to t ake  a b r e a k .  

But  I w o u l d  l ike  to a s k  if  a n y  of t h e s e  g e n t l e m e n  w o u l d  comr r i en t  

on the e f f e c t  of the C u s t o m s  Union,  not  so  m u c h  on t r a d e  w i t h  e a c h  o t h e r ,  

but  w h a t  t h a t ' s  g o i n g  to do to A m e r i c a n  t a x p a y e r s ,  i f  a n y t h i n g .  

M R .  H A V E M E Y E R :  I have  one  e x a m p l e  t ha t  I c an  g i v e .  The  p a p e r  
s m a l l  

a n d  pulp  p e o p l e  m a d e  a ] s t u d y  on t h i s .  I t  i s  not  t h o r o u g h l y  d e v e l o p e d  ye t .  

I t  w a s  no t  on the C o m m o n  M a r k e t  but  on the  O u t e r  S e v e n .  It  l ooks  as  i f  
in  

o u r  p a p e r  and  pulp  b u s i n e s s , / w h i c h  . .  ou~. l a r g e s t  e x p o r t s  go to G r e a t  

B r i t a i n ,  i f  the  E F C A  c o m e s  in to  f o r c e ,  we w i l l  s t a n d  to l o s e  p r a c t i c a l l y  

a l l  of t ha t  e x p o r t  to the  U . K .  u n l e s s  t h e r e  is  s o m e  w a y  of f i nd ing  an  e q u i p '  

ab l e  w a y  of s e t t l i n g  the  m a t t e r  so  t ha t  the  e x p o r t s  of the S c a n d i n a v i a n  c o u n -  

t r i e s  to the U.  K° a n d  the U . K .  w i l l  a c c e p t  the  s a m e  b e n e f i t s  f r o m  t h i r d  

c o u n t r i e s  w h i c h  the U n i t e d  S t a t e s  i s  g e t t i n g .  

T h i s  i s  the  k i n d  of  t h ing  t ha t  w e ' v e  got  to w a t c h  in  o r d e r  to c o m e  
type  of c a s e .  

in on t h i s l  We h a v e  s e v e r a l  o t h e r  c a s e s  too .  M r .  D i l l o n  had  u s e d  t h o s e  

in  D e c e m b e r ,  w h e n  he w a s  in  L o n d o n ,  a n d  p i c k e d  the  pulp  a n d  p a p e r  p r o b -  

l e m  a s  an  e x a m p l e  of w h a t  m i g h t  be a m o n g  s o  m a n y  o t h e r  c o m m o d i t i e s .  

MR° HIGHT:  I w o u l d  th ink  tha t  t ha t  w o u l d  be one of the  m o r e  i m p o r -  

t an t  of  o u r  n e g o t i a t i o n s  a t  the  end  of t h i s  y e a r  in the  G A T T  wi th  the  U n i t e d  

K i n g d o m ,  to s e e  w h e t h e r  o r  n o t w e  c o u l d  no t  ge t  t h e i r  t a r i f f s  down on 

pulp  a n d  p a p e r ,  so  tha t  we  w o u l d  have  a p o s i t i o n  tha t  w a s  l e s s  u n f a v o r a b l e  

t han  i t  w o u l d  be o t h e r w i s e  in c o m p e t i t i o n  wi th  the  S w e d i s h  p r o d u c e r s .  
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My own f e e l i n g  on the  g e n e r a l  q u e s t i o n  i s  tha t  o v e r  the long  t e r m ,  

i f  the C o m m o n  M a r k e t  w o r k s  as  m o s t  p e o p l e  th ink  i t  wi l l ,  and  you do 
and  

a c t u a l l y  ge t  r a p i d  e c o n o m i c  e x p a n s i o n  ~ h i g h e r  c o n s u m p t i o n  l e v e l s ,  ou r  

t o t a l  t r a d e  wi th  E u r o p e  wi l l  i n c r e a s e ,  p r o v i d e d  tha t  t h e y  a r e  p r e p a r e d  to 

r e d u c e  t h e i r  e x t e r n a l  t a r i f f s  a t  the s a m e  r a t e  we a r e .  And  f r o m  a l l  t h a t  

we can  g a t h e r ,  t h e i r  i n t e n t i o n s  p e r h a p s a r e  b o l d e r  than  o u r s .  We have  

a T r a d e  A g r e e m e n t s  Ac t  now tha t  w i l t  p e r m i t  us  a 20 p e r c e n t  r e d u c t i o n  

on i t e m s  w h i c h  m u s t  be s e l e c t e d  wi th  an eye  to the p e r i l  po in t  and  to 

p o s s i b l e  e s c a p e  c l a u s e  ac t ion ,  w h i c h  r e s t r i c t s  us  c o n s i d e r a b l y ,  w h e r e a s  

the C o m m o n  M a r k e t  i s  in  a p o s i t i o n  to r e d u c e  t a r i f f s  on who le  c a t e g o r i e s  

of p r o d u c t s .  

It  m a y  w e l l  be tha t  the  s h a p e  of o u r  T r a d e  A g r e e m e n t s  Ac t  i s  not  

s u c h  tha t  we ~actually c o u l d  k e e p  up wi th  what  the  C o m m o n  M a r k e t  wou ld  

be  p r e p a r e d  to do in  r e c i p r o c a l  t a r i f f s .  I hope  we can .  I th ink  tha t  th i s  

i s  s o m e t h i n g  tha t  w e ' r e  go ing  t o  have  to w o r r y  about .  

But  I th ink  tha t  o v e r  the l ong  p e r i o d ,  a s  long as  the  C o m m o n  M a r k e t  

d o e s  no t  t u r n  c o m p l e t e l y  i n w a r d  and  fo l lows  the  d i c t a  w h i c h  i t  h a s  so  f r e -  

q u e n t l y  a n n o u n c e d  tha t  they  a r e  in  f a v o r  o f - - o f  w i d e r  t i e s  w i t h  the w o r l d  

a n d  a s t r e n g t h e n i n g  of the  wc~lrd m u l t i i a t e r a l  s y s t e m ,  a l o n g  wi th  t h e i r  

own i n t e g r a t i o n - - i f  t h e y  do that ,  I m y s e l f  wou ld  have  no f e a r  so  fa r  as  

A m e r i c a n  e x p o r t s  to E u r o p e  a r e  c o n c e r n e d .  

DR. KRESS: I s e e m  to s e e  th i s  p r o b l e m  a l i t t l e  b i t  b r o a d e r  than  

m a n y  p e o p l e  do. T h i s  w o r l d  i s  m a d e  up of l i t t l e  t r i v i a ,  you know; and  

s o m e t i m e s  t h e y  b e g i n  to add  up.  I was  in St. L o u i s  on the f i e l d  t r ip ,  as  
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Now, 

a p p r o a c h e d ,  

ge t  one .  I s a i d ,  " W h y  d o n ' t  you  b r i n g  m o r e  of  t h e m  i n ? "  

R e u t h e r  d o e s n ' t  w a n t  t h e m  b r o u g h t  i n . "  

t h e r e  

you  know;  a n d  we had  a b r i g h t  y o u n g  m a n  who s a i d  tha t  the A m e r i c a n  
h 

p e o p l e  w e r e  no t  a w a r e  of  the e f f e c t s  of the C o m m o n  h ~ a r k e t  on the  U n i t e d  

S t a t e s .  And  I a g r e e d  w i t h  h i m  tha t  I d i d n ' t  t h ink  t h e y  w e r e  e i t h e r ,  but  

t ha t  t h e r e  w e r e  s o m e  a s p e c t s  w h e n  t h e y  do f ind  out  abou t  i t ,  t ha t  m i g h t  

no t  be  qu i te  w h a t  he h a d  in  m i n d  e i t h e r .  

F o r  e x a m p l e ,  I have  a l i t t l e  Opa l  a u t o m o b i l e ,  w h i c h  I r e f e r  to 

a s  . . . . . . . . . . . .  --- :~-~_ ....... . . . . . . .  "~.° a G e r m a n  C h e v r o l e t .  M y  wife  i s  v e r y  

a c t i v e  in  p a t r i o t i c  s o c i e t i e s ,  a n d  a t  f i r s t  s h e  w a s  b o a s t i n g  a b o u t  t h i s  

t h ing .  Now she  d o e s n ' t  s a y  a n y t h i n g ,  b e c a u s e  s h e  c o m e s  h o m e  and  t e l l s  

m e  t h a t  t h e s e  w o m e n  s a y  to h e r :  " W h y  d o n ' t  you  buy  a n  A m e r i c a n  c a r ? "  

I s a i d :  " W e l l ,  t e l l  t h e m  i t l s  a G e r m a n  C h e v v i e . "  

w h e n  I w a s  b u y i n g  t h i s  c a r ,  the s a l e s m a n ,  the f i r s t  one  I 

d i d n ' t  have  any  a n d  to ld  m e  I c o u l d  go to a n o t h e r  p l a c e  a n d  m i g h t  

He said: "Mr. 

Now, I don t t  know w h e t h e r  an a u t o m o b i l e  s a l e s m a n  c a n  s p e a k  fo r  

M r .  R e u t h e r  o r  not ,  bu t  I s u s p e c t  tha t  he had  h e a r d  tha t  in  B e  d e v e l o p -  

m e n t  of t h e s e  B u i c k  s a l e s  c o m p a n i e s  h a n d l i n g  t h e s e  s a l e s  o v e r  a p e r i o d  

of  t i m e .  

Now, abou t  two y e a r s  ago  we c a l l e d  on one  of the  t r a d e  a s s o c i a t i o n s  

h e r e  and  a s k e d  t h e m  if  t h e y  d idn l t  know s o m e  b u s i n e s s m e n  tha t  c o u l d  a d d  

to one  of o u r  a f t e rn ' oon  s e m i n a r s ;  and  t h e y  s a i d :  " S u r e .  W e ' l l  b r i n g  in  

s o m e o n e  f r o m  C h i c a g o . "  Wel l ,  t h e y  b r o u g h t  in  t w o - - o n e  f r o m  M o l i n e ,  

. I l l i n o i s ,  a n d  one f r o m  C h i c a g o ;  a n d  i t  a p p e a r e d  tha t  t h e y  w e r e  c o m p e t i t o r s  
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and  m a k i n g  t r a c t o r s .  And  whi l e  we w e r e  s i t t i n g  and  w a i t i n g  fo r  the 

G e n e r a l  to s p e a k  to t h e m ,  one  of t h e m  s a i d  to the  o t h e r :  " W h e n  a r e  you 

go ing  to s top  b r i n g i n g  t h o s e  G e r m a n  t r a c t o r s  in  h e r e  7" And  he sa id ,  

" W e l l ,  w h y ? "  And  he sa id ,  " B e c a u s e  I ' m  go ing  to b r i n g  in E n g l i s h  

o n e s  i f  you d o n ' t . "  So t h e r e  w e r e  the two s i t t i n g  t h e r e  and  t a l k ing  to 

e a c h  o t h e r  r i g h t  f r a n k l y .  

Now, t h a t ' s  the k i n d  of p r o b l e m  tha t  I s e e  abou t  a l l  our  A m e r i c a n  

f a c t o r i e s  r u s h i n g  o v e r  to E u r o p e  to e s t a b l i s h  t h e s e  b r a n c h  p l a n t s .  I t ' s  

a l l  f ine to ge t  b e h i n d  tha t  t a r i f f  wa l l .  But  the n e x t  t h i n g  is ,  t h e s e  p r o d -  

u c t s  w i l l  be fed in to  v a r i o u s  p a r t s  of the w o r l d .  F o r  e x a m p l e ,  i f  an o r d e r  

c o m e s  o v e r  h e r e  fo r  an A m e r i c a n  t r a c t o r ,  he  m i g h t  f i l l  i t  f r o m  a G e r m a n  p lan t  o 

o r  a B r i t i s h  p l an t .  Tha t  wou ld  be one of the f i r s t  t h i n g s .  Then  the s e c o n d  

th ing  i s ,  Wi l l  t hey  t r y  to f e e d  t h e s e  t h ings  back  in to  the  A m e r i c a n  e c o n o m y ;  

and if  t h e y  do, i s  t ha t  good  o r  b a d ?  I d o n ' t  know.  

MR.  HIGHT: I ' d  l ike  to c o m m e n t ,  i f  I m a y .  I th ink,  in  the f i r s t  

p l a c e ,  i t ' s  not  the  s a m e  t r a c t o r .  They  m a k e  a s m a l l  t r a c t o r - - t h e  big 

U . S .  t r a c t o r  m a n u f a c t u r e r s .  What  h a p p e n e d  l a s t  y e a r  was  tha t  one  o r  

two of the  c o m p a n i e s  b e g a n  to bu i ld  a s m a l l  d i e s e l  t r a c t o r ,  w h i c h  s o l d  

f o r  s o m e t h i n g  u n d e r  $3000.  One was  m a n u f a c t u r e d  in  F r a n c e  and  a n o t h e r  

in B r i t a i n .  ~ . . , .  

Now, t h e s e  had  n e v e r  b e e n  m a n u f a c t u r e d  in  the U n i t e d  S ta t e s ,  

on the g r o u n d  tha t  the  m a r k e t  w a s n ' t  l a r g e  e n o u g h  fo r  a s m a l l  d i e s e l  t r a c -  

t o r .  But  t hey  d e c i d e d  tha t  they  wou ld  l ike  to t e s t  out  tile m a r k e t ,  to s e e  

~ M m ~ r  j u s t  how big  i t  w a s .  So they  b r o u g h t  in a n u m b e r  of t h e s e  t r a c t o r s .  
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The l o c a l  u n i o n s  in bo th  of t h e s e  c o m p a n i e s  m a d e  qu i t e  a p r o t e s t ;  

and  the c o m p a n i e s  a n s w e r e d  tha t  the m a r k e t ,  so  f a r  as  t h e y  cou ld  s e e ,  

was  not  l a r g e  e n o u g h  to  s e t  up a p r o d u c t i o n  l ine  in  R a c i n e  o r  l ~ o l i n e .  

T h i s  g o e s  a s t e p  f u r t h e r .  One  of the c o m p a n i e s  t h e n  d e c i d e d  tha t  

p e r h a p s  t h e y  wou ld  m a k e  a s m a l l  d i e s e l  t r a c t o r  in  the  U n i t e d  S t a t e s .  T h e y  

bu i l t  a fu l ly  a u t o m a t e d  p l an t  in  Iowa,  and  t h e y  found tha t  t h e y  cou ld  m a k e  

the  t r a c t o r  a t  s o m e  $300 l e s s  than  t h e y  cou ld  m a k e  i t  in  t h e i r  F r e n c h  

f a c t o r y .  

I t h ink  th i s  k ind  of th ing  is  m e r e l y  a n o t h e r  e x a m p l e  o r  an e x t e n s i o n  

of the s p e c i a l i z a t i o n  of m a n u f a c t u r i n g .  I t h ink  m o s t  i n t e r n a t i o n a l  c o m p a n -  

i e s  do not  m a k e  the s a m e  th ing  in  d i f f e r e n t  c o u n t r i e s  u n l e s s  t h e r e  a r e  

s p e c i a l  r e a s o n s  fo r  do ing  so,  u n l e s s  i t  be a p r o t e c t e d  m a r k e t  tha t  t hey  

cou ld  not  o t h e r w i s e  ge t  in .  I th ink  t h e r e ' s  b e e n  a g r e a t  dea l  of i n v e s t m e n t  

in  the C o m m o n  M a r k e t  in E u r o p e  on the g r o u n d  tha t  i t  w i l l  be a p r o t e c t e d  

m a r k e t .  And  I th ink  that  p e r h a p s  s o m e  c o m p a n i e s  m a y  f ind tha t  i t  w i l l  

no t  be so p r o t e c t e d  as  t hey  though t  i t  would ,  i f  the  I i i gh  C o m m i s s i o n  and ~ 

the  r e s p o n s i b l e  l e a d e r s  of  the C o m m o n  1Viarket do wha t  t h e y  say  t h e y  
t ~ t  

w i l l  do, and  is  r e d u c e  t a r i f f s  a l l  the  way  a r o u n d .  
A 

Take  the o f f i ce  e q u i p m e n t  i n d u s t r y - - t y p e w r i t e r s ,  add ing  m a c h i n e s ,  

co m p u t e r s .  T h e r e  a r e ,  fo r  i n s t a n c e ,  m a n y  l e s s  a d d i n g  m a c h i n e s  m a d e  

in  tk i s  c o u n t r y  today  than  t h e r e  w e r e  a few y e a r s  a g o - - m a n y  m o r e  m a d e  

by A m e r i c a n  c o m p a n i e s  a b r o a d  and  i m p o r t e d  in to  th i s  c o u n t r y .  But  the  

e x p o r t s  fo r  the  e n t i r e  i n d u s t r y  have  s t e a d i l y  gone  up and  m u c h  m o r e  than  
the 

c o m p e n s a t e  f o ~ i m p o r t s  of the  add ing  m a c h i n e s .  In o t h e r  w o r d s ,  the 
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concentration in this country has been on the computers, has been on 

the bookkeeping machines, highly complicated kinds of equipment, where 

our costs are clearly lower than they are abroad., You don't have the 

trained people. You don't have the trained managers abroad. You donft 

have the quality control abroad. 

Now, these frequently are high labor-content items. It 's not 

something that is made on a production line. They are put together by 

hand. They are hand-machined. The large companies find that they 

can't make them abroad at anywhere near the cost that they can make 

them in this country. 

I have another example, and this is in the pharmaceutical line. 

I heard a man, a high officer in a large pharmaceutical company, who 

had just opened a penicillin plant in India. He did that because of the 

quantitative restrictions that the Indian Government has imposed on imports 

of pharmaceuticals. The only way he could get into the Indian market 

was to open a plant there. The going wage was 9 cents an hour, and he 

pays 2 i/2 to 3 dollars an hour in this country. He told a congressional 

committee quite flatly that he could produce penicillin in this country 

cheaper than he could in his plant in India. 

MR. VERNER: You said very much the same thing I would have 

said, except that you did a better job of it. 

After all, let's be practical about this thing. Any large American 

corporation is not going to put money abroad and invest in an industry 

with the thought of i m p o r t i n g  i t s  p roduc t  back into this  coun t ry .  A m e r i c a n  

35 



m a n a g e m e n t  j u s t  d o e s n ' t  t h ink  tha t  way .  The  only r e a s o n  tha t  we go 

a b r o a d  i s  e i t h e r  b e c a u s e  w e ' v e  got  a m a r k e t  fo r  a p a r t i c u l a r  p r o d u c t  

of a c e r t a i n  type  a b r o a d  tha t  we d o n ' t  have  h e r e ,  o r  b e c a u s e  we have  

c e r t a i n  r e s t r i c t i o n s  tha t  have  k e p t  us  h e r e t o f o r e  f r o m  g e t t i n g  in to  tha t  

p a r t i c u l a r  m a r k e t .  

B e c a u s e  we b r i n g  a p r o d u c t  in. in  i t s  i n i t i a l  s t a g e s  d o e s n ' t  

n e c e s s a r i l y  m e a n  i t ' s  go ing  to c o n t i n u e .  At  the  p r e s e n t  m o m e n t  I ' m  

i m p o r t i n g  f r o m  m y  E n g l i s h  o p e r a t i o n  a lot  of 13 - inch  t i r e s .  S u r e .  I ' l l  

p r o b a b l y  do so  u n t i l  abou t  the  end  of th i s  y e a r  and  then  I ' l t  s top ,  b e c a u s e  

by  the  e n d  of t h i s  y e a r  the  v o l u m e  of b u s i n e s s  w i l l  be s u c h  tha t  i t  w i l l  

j u s t i f y  an i n v e n t m e n t  in  t h i s  c o u n t r y  to  p r o d u c e  the  t i r e s .  But  h e r e t o f o r e  

t h e r e  was  no s e n s e  in  our  m a k i n g  13- inch  t i r e s  in the U n i t e d  S t a t e s ,  

b e c a u s e  the  d e m a n d  was  so  i n f i n i t e s i m a l  tha t  by the t i m e  we ~produced 

a t h o u s a n d  a day,  w e ' d  have  w a r e h o u s e s  s t u f f ed  ful l  of t h e m .  R e m e m b e r ,  

a t h o u s a n d  a day in 270 days  a y e a r  i s  an awful  lot  of t i r e s .  

Our  e c o n o m y  in  t h i s  c o u n t r y  i s  g e a r e d  fo r  m a s s  p r o d u c t i o n  g e n e r -  

a l l y  s p e a k i n g ;  and  we do a t e r r i f i c  job on i t .  And  nobody  e l s e  in  the  w o r l d  

can  qu i t e  do the  s a m e  job on m a s s  p r o d u c t i o n .  F i r s t  of  a l l ,  t h e y  d o n ' t  

have  the  m a r k e t s .  Second ly ,  t h e y  h a v e n ' t  had  the  b a c k g r o u n d  tha t  w e ' v e  

had .  M a y b e  t h e y  wi l l  in  t w e n t y  y e a r s ,  a n o t h e r  g e n e r a t i o n .  But c e r t a i n l y  

a t  the  m o m e n t  t h e y  h a v e n ' t  go t  the  b a c k g r o u n d  o r  the  t e c h n i c a l  k n o w - h o w  

to do i t .  

l i g e n c e .  

h a d  p e c u l i a r  m a r k e t s .  

T h a t  is p r i n c i p a l l y  due no t  b e c a u s e  t h e y  h a v e n ' t  got  the  i n t e l -  

I t ' s  b e c a u s e  h e r e t o f o r e  t h e y  have  had  s m a l l  m a r k e t s .  T h e y ' v e  

T h e y ' v e  had  m a r k e t s  tha t  had  d i f f e r e n t  c h a r a c t e r -  
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i s t i c s  than  ours. The s o c i a l  type of l i fe  tha t  we have  in t h i s  c o u n t r y  

h a s  b r o u g h t  abou t  the  d e m a n d  fo r  a d i f f e r e n t  type of p r o d u c t .  

So tha t  I d o n ' t  th ink  w e  n e e d  w o r r y  abou t  t h e s e  s o - c a l l e d  f i g u r e s  

t h a t  we r e a d  e v e r y  once  in a wh i l e  when  we r e a d  F o r t u n e  M a g a z o n e  o r  

T i m e  M a g a z i n e  and  so  on about  how m a n y  h u n d r e d  t h o u s a n d  c a r s  a r e  

c o m i n g  in.  The i r o n y  of i t  i s  tha t  Lhe A m e r i c a n  c o r p o r a t i o n s  a r e  so  

awfu l ly  d a r n e d  s l o w  in  do ing  i t .  Who w e r e  the  p e o p l e  who f i r s t  b r o u g h t  

i n  the  E u r o p e a n  c a r s  ? I t  w a s n ' t  any  A m e r i c a n  c o r p o r a t i o n s  to s p e a k  of. 
V a u x h a l l ,  

It was  p e o p l e  l ike  M ~ m ~ ,  B r i t i s h  M o t o r s ,  and  t h o s e  p e o p l e ;  and  then  
s l o w l y  

we c a m e  ~ t a i l i ng  a long  b e h i n d .  If t h e r e t s  any  c r i t i c i s m  a t t a c h e d  to 

it ,  i t ' s  the  f ac t  tha t  w e ' r e  j u s t  too r i g i d  in  our  m a n a g e m e n t .  We d o n ' t  

m o v e  f a s t  enough ,  b e c a u s e  We d o n ' t  thi 'nk in  t e r m s  of s m a l l  u n i t s ,  vVe 

th ink  in t e r m s  of t h o u s a n d s .  So I ' m  not  too w o r r i e d  abou t  i t .  

Now, s u r e ;  a lot  of  h a n d - p r o c e s s e d  goods  wi l l  c o m e  in .  Aga in ,  

I t h i n k  tha t  can  be a b s o r b e d .  I go back  in m y  m e m o r y  and  I r e c a l l  m a n y  

y e a r s  ago  d i s c u s s i n g  th i s  th ing  in  a s e m i n a r  a t  s c h o o l ,  and  one of the  

c h o i c e  e x a m p l e s  I h a d - - I  d o n ' t  r e c a l l  t h e  f i g u r e s  now, but i f  a n y b o d y  i s  

i n t e r e s t e d ,  ~you can  d ig  t h e m  u p - - y o u  take  an a n a l y s i s  of the  t r a d e  b e t w e e n  

G r e a t  B r i t a i n  and  G e r m a n y  f r o m  1870, f r o m  the  e s t a b l i s h m e n t  of the  

G e r m a n  E m p i r e  in 1870, up t h r o u g h ,  we l l ,  t ake  any  p e r i o d  up to the  

S e c o n d - W o r l d  W a r - - t h a t ' s  a good  p e r i o d - - o r  e v e n  the  p e r i o d  a f t e r  i t  i f  

you  want  to ;bu t  that ,  h o w e v e r ,  had  a n u m b e r  of f a c t o r s  in  t h e r e  tha t  

m i g h t  d e s t r o y  the  i l l u s t r a t i o n .  E n g l a n d  at  the  t i m e  in P a r l i a m e n t  had  

a g r e a t  d e a l  of d i s c u s s i o n  abou t  w h e t h e r  E n g l a n d  s h o u l d  c o n t i n u e  i t s  f r e e  
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t r a d e  po l i cy  v i s - a - v i s  G e r m a n y ,  b e c a u s e  now that  G e r m a n y  was  coming  

in and deve lop ing  a h igh ly  i n t e g r a t e d  m a n u f a c t u r i n g  i n d u s t r y  and was  

going to wipe the B r i t i s h  r i g h t  off the face of the map  and they  w e r e  going 

to lose  b u s i n e s s  to G e r m a n y ,  whe re  t h e r e t o f o r e  they had sh ipped  a l a r g e  

quan t i t y  of m a n u f a c t u r e d  goods .  Well ,  you look at  the t r ade  f rom 1870 

to the Second Wor ld  War ;  and Eng land  n e v e r  in one y e a r ,  excep t  du r ing  

the war  y e a r s ,  had an un favo rab l e  t r ade  ba lance  with  G e r m a n y .  But 

what  happened?  You had a s w i t c h  in the type of t r ade .  I n s t e a d  of sh ip -  

ping ca l i co  and t in t r a y s  f rom B i r m i n g h a m ,  they  w e r e  Shipping m a c h i n e  

too l s  and h igh ly  techni~cal e q u i p m e n t  to G e r m a n y  to use  in t h e i r  m a n u f a c -  

t u r i n g .  

I~TR. HIGHT: And you had a s t e a d y  i n c r e a s e  in the t r a d e .  

MR. VERNER: Yes. 

DR. KRESS: W e ' l l  take one ques t ion .  

QUESTION: I ' d  l ike to pat th i s  l a s t  ques t ion  in a d i f f e r e n t  s e t t i ng .  

I ' d  l ike t o  put it  in the r e c e s s i o n .  The Counci l  of Economic  A d v i s e r s  

s a id  tha t  one of our  p r o b l e m s  fac ing  the c o u n t r y  now is  th i s  c o s t - w a g e  

push .  In the 1957-58 r e c e s s i o n  our  cos t s  d idn ' t  go down. They  s t a y e d  

r i g id ,  In Europe ,  if  t hey  have a r e c e s s i o n ,  I would p r e s u m e  tha t  t he i r  

c o s t s  would go down, l ike they  do in any  b u s i n e s s  c y c l e .  Th i s  wi l l  

i n c r e a s e  the s p r e a d  be tween  the p r i c e s  tha t  we pay  for  fo re ign  p r o d u c t s  and 

our  own p r o d u c t s .  Af t e r  a few b u s i n e s s  c y c l e s  do you think w e ' l l  be 

p r i c e d  out of the m a r k e t  then b e c a u s e  of the c o s t - w a g e  push  on A m e r i c a n  

goods ? 
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MR.  H A V E M E Y E R :  You have  your  un i t  c o s t s .  D u r i n g  a r e c e s s i o n  

t h e r e  a r e  f e w e r  p i e c e s  go ing  out  and  you m i g h t  ge t  r i d  of c e r t a i n  of  y o u r  

o v e r h e a d  c o s t s ,  but  y o u r  un i t  c o s t s  a r e  the m a j o r  p r o b l e m .  If you cut  

f r o m  1000 a day  to 800 a day,  you on ly  ge t  r i d  of a c e r t a i n  a m o u n t  of y o u r  

d a y - b y - d a y  e x p e n d i t u r e s  and  s t i l l  have  the s a m e  c o s t s .  

COI~tMENT: The s t a t e m e n t  was  m a d e  tha t  in  the  c o s t  of p r o d u c t i o n  

in  f o r e i g n  c o u n t r i e s  the  l a b o r  c o s t  is  m o r e  i m p o r t a n t  than  i t  i s  in the 

U n i t e d  S t a t e s ,  b e c a u s e  to m a k e  an a u t o m o b i l e  in  E n g l a n d ,  fo r  i n s t a n c e ,  

i t  t a k e s  tw ice  as  m a n y  m a n - h o u r s  as  i t  d o e s  in  the  U n i t e d  S t a t e s .  But  in 

e v e r y  r e c e s s i o n  the w a g e s  go down in  E n g l a n d  and  tha t  wou ld  m a k e  the 

p r i c e  of the  a u t o m o b i l e  go down tw ice  as  f a s t  a s  i t  would  in the U n i t e d  

S t a t e s .  In the  U n i t e d  S t a t e s  the  p r i c e  d i d n ' t  go down a t  a l l  in  the 1957-58 

r e c e s s i o n ,  b e c a u s e  of th i s  c o s t - w a g e  push .  I n  E n g l a n d  i t  wou ld  go way  

down, and  tha t  m i g h t  m e a n  tha t  we would  be p r i c e d  r i g h t  out  of the m a r k e t  

on a u t o m o b i l e s .  

MR.  HIGHT: I d o n ' t  t h ink  tha t  t h a t ' s  qu i t e  a c c u r a t e .  I a m  no t  

f a m i l i a r  w i t h  the  s o u r c e  of the s e c o n d  p a r t  of y o u r  s t a t e m e n t - - t h a t  t h e r e  

i s  m o r e  f l e x i b i l i t y  of c o s t 6 a b r a a d  than  t h e r e  i s  h e r e .  I t h ink  i t ' s  c e r t a i n l y  

no t  t r u e  w i th  r e s p e c t  to l a b o r  c o s t s ,  b e c a u s e  c o m m o n l y  a b r o a d  you have  
don '  t 

a p a t e r n a l i s t i c  k ind  of s y s t e m ,  w h e r e  you ~ lay p e o p l e  off. I t ' s  

p a r t i c u l a r l y  t r u e  in I ta ly ,  in  Japan ,  and  in  G e r m a n y .  J u s t  take  the s t e e l  

i n d u s t r y .  If the d e m a n d  for  s t e e l  f a l l s  off in the G e r m a n  i n d u s t r y ,  they  

d o n ' t  l a y :  off p e o p l e .  Tha t  i s  a u t o m a t i c  in  t h i s  c o u n t r y .  You d o n ' t  k e e p  

anybody  w o r k i n g  u n l e s s  h e ' s  got  a job to do.  I t h e r e f o r e  d o n ' t  th ink  that  
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t h a t  s t a t e m e n t  i s  a c c u r a t e .  I t h ink  tha t  the  c o s t - p u s h  p r o b l e m  is  a c o m m o n  

p r o b l e m  bo th  in E u r o p e  a n d  in  the U n i t e d  S t a t e s .  

I t h ink  th i s  l e a d s  to the  nex t  q u e s t i o n ,  w h i c h  i s  one  of o u r  g e n e r a l  

b a l a n c e  of p a y m e n t s  and  the  k i n d  of f l e x i b i l i t y  we  m i g h t  have  in  c o m b a t t i n g  

a r e c e s s i o n  in  th i s  c o u n t r y  and  the  e f f e c t  i t  w o u l d  have  on o u r  b a l a n c e  

of p a y m e n t .  I t h ink  tha t  i s  a s e r i o u s  q u e s t i o n .  I m y s e l f  do not  f e e l  t ha t  

we  a r e  a t  a d i s a d v a n t a g e  wi th  r e s p e c t  to c o s t s  d u r i n g  a r e c e s s i o n  a s  

c o m p a r e d  to o t h e r  c o u n t r i e s .  

MR. VERNER: I~ll a g r e e  to t h a t .  I w a s  j u s t  t r y i n g  to c a s t  a r o u n d  

in  m y  m i n d .  

Wi th in  the i n d u s t r i e s  tha t  I a m  f a m i l i a r  wi th ,  w h i c h  a r e  p r e t t y  

m u c h  a u t o m o t i v e ,  I j u s t  c a n ' t  t h ink  of a n y  d i m i n u t i o n  of c o s t s  t ha t  o c c u r r e d  

in  '58 and  '59 .  On the c o n t r a r y ,  t h e r e  i s  a g r e a t e r  s t i m u l a n t  in E u r o p e ,  

I th ink ,  t o w a r d  i n c r e a s e d  c o s t s  t han  t h e r e  is  in the  U n i t e d  S t a t e s  a t  the  

::r~ m e n t. 

You m a y  th ink  I ' m  s i l l y  in  m a k i n g  t h a t  s t a t e m e n t .  I t h ink  w h a t  is  

h a p p e n i n g  in  A m e r i c a  t o d a y  i s  t ha t  we a r e  beg in i l i ng  to r e a l i z e  tha t  w a g e s - -  

I t h ink  the m a s s  of the  p e o p l e ,  a s  the  r e s u l t  of  the  d i s c u s s i o n s  w e ' v e  
and  

h a d  on r a d i o ,  t e l e v i s i o n ,  ] n e w s p a p e r  a r t i c l e s  of  the g e n e r a l  f igh t s  a m o n g  

I m a s  se  s 
the  u n i o n s ,  the r e c e n t  s t r i k e s ,  a n d  so  o n , ~ t h i n k  the ~ in th i s  c o u n t r y ,  

i n c l u d i n g  the  w o r k i n g  m a n ,  a r e  b e c o m i n g  a w a r e  of the f ac t  t ha t  t h e r e  

m u s t  be  s o m e  s o r t  of  r e l a t i o n s h i p  b e t w e e n  w a g e s  and  p r o d u c t i o n .  I d o n ' t  

m e a n  by  t ha t  tha t  t h e y  a r e  a l l  r e a d y  t o m o r r o w  m o r n i n g  to b r e a k  down on 

s o m e  of  t h e i r  p r i n c i p l e s .  I m e r e l y  a m  s t a t i n g  tha t  ~I th ink  the  a v e r a g e  m a n  
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on the  s t r e e t  is  b e c o m i n g  m o r e  a w a r e  of th i s  p r o b l e m ;  and  to the e x t e n t  

t h a t  h e ' s  b e c o m i n g  m o r e  a w a r e  of it, t h e r e ' s  l e s s  p u s h  and  l e s s  e n e r g y  

and  w i l l  be l e s s  e n e r g y  back  of j u s t  n e c e s s a r i l y  i n c r e a s i n g  w a g e s  w i thou t  

g e t t i n g  c o m m e n s u r a t e  i n c r e a s e d  p r o d u c t i v i t y  o r  a l l o w i n g  fo r  i t .  

I n  E u r o p e  y o u ' v e  got  a s l i g h t l y  d i f f e r e n t  th ing .  I t h ink  the t r a d e  

u n i o n s  in  Eur~ope did  s o m e t h i n g  d i f f e r e n t  than  ou r  t r a d e  u n i o n s  did  in 

th i s  Count ry .  In E u r o p e  you r e m e m b e r  y o u r  t r a d e  u n i o n s  wen t  a long  the 

p o l i t i c a l  l ine  , f e e l i n g  tha t  t h e y  wou ld  a t t a i n  t h e i r  o b j e c t i v e ,  w h i c h  the  

u n i o n s  c o n c e i v e d  of as  wha t  we would  c a l l  s o c i a l i s m ,  tha t  way;  and  t h e y  

b e c a m e  a p o l i t i c a l  p a r t y  as  s u c h .  

I th ink  the  l a s t  e l e c t i o n  in  E n g l a n d . m a r k s  a s o c i a l  c h a n g e  tha t  i s  

o c c u r r i n g .  I c o m m e n t e d  on th i s  about  f ive o r  s ix  y e a r s  ago,  and  n o b o d y  

wou ld  qu i t e  b e l i e v e  m e .  As  a m a t t e r  of fact ,  I took  s o m e  s m a l l  b e t s  in  

E n g l a n d  l a s t  y e a r  on the  t r e n d  of th i s  c o m i n g  e l e c t i o n ,  and,  m u c h  to m y  

a m a z e m e n t ,  I won t h e m ,  on the  b a s i s  of th i s  t h e s i s  : tha t  y o u r  E n g l i s h m a n  

today ,  y o u r  a v e r a g e  w o r k i n g m a n ,  i s  b e g i n n i n g  to f e e l  that  a t r a d e  un ion  

as  a p o l i t i c a l  p a r t y  i s  no l o n g e r  s u c c e s s f u l .  And  I t h ink  y o u ' r e  go ing  

to f ind,  and  I th ink  y o u ' r e  a l r e a d y  f ind ing ,  a g r o p i n g  a r o u n d  in E n g l a n d  

to f ind  s o m e  o t h e r  s o l u t i o n .  

Now, how i t  w i l l  d e v e l o p  I d o n ' t  know.  I t t s  p o s s i b l e  tha t  the s o -  

c a l l e d  L a b o r  P a r t y  in E n g l a n d  m i g h t  b e c o m e  a p o l i t i c a l  pa r ty ,  and tha t  

the  u n i o n s  tha t  t h e y  have  w i l l  d r a w  a w a y  f r o m  the p a r t y  and  b e c o m e  

u n i o n s  as  we know t h e m .  

E n g l a n d .  

So I t h ink  y o u ' v e  got  an e v o l u t i o n  go ing  on in 

41 

h I' ! 



i n t e r e s t i n g  th ing  
Now, in G e r m a n y  you have ano the r  smd~Ui~a. The G e r m a n s  have 

been  able  to work  v e r y  c l o s e l y  with the t r ade  unions  a f t e r  the war ,  l a r g e l y  

because  of the g e n e r a l  ph i losophy  of the G e r m a n s ;  and they  were  able 
p r e s s u r e  of the 

to s u b o r d i n a t e , o r  had the un ions  s u c c e e d  in subord ina t ing ,  thedlabor  r a t e s .  

But today itas i n t e r e s t i n g  to note that  the t r ade  union is  no l onge r  i m p o r -  

tant  in G e r m a n y .  Ac tua l ly  you r  wages  a r e  set ,  not by the unions ,  but 

by the l a b o r e r s  t h e m s e l v e s .  And they don ' t  have to goOn s t r i k e  to do 

it ,  because  y o u h a v e  a p e c u l i a r  s i t ua t ion  deve lop ing  in Germany ,  in  

which  the demand  for  l abor  fa r  exceeds  the supply .  

So what i s  happening  t o d a y  is  that  an ab le -bod ied ,  i n t e l l i g e n t  young  

m a n  m a y  work  in one f a c t o r y  today.  He ' l l  go to the next  town on his  

day  off, o r  take a few hour s  off, and apply  for  a job a t  a h ighe r  wage.  

If  he ge ts  it,  he goes  back to his  boss  and says :  "Look,  I tm qui t t ing 

u n l e s s  I get th i s  w a g e . "  And you 've  got th i s  cyc le  going a round .  In 

o the r  words ,  they  have given up the unions  for  the m o m e n t .  Once the 

r e l a t i o n s h i p  of supply  and demand  is  changed,  that  ph i lo sophy  wil l  change,  

in  which  the unions  wi l l  then be made  an i s sue ,  and the m e m b e r s  wi l l  

f o rce  the un ions  to do b e t t e r  for  them in the way of benef i t s  and wages .  

So I th ink  you 've  got a change going on in  Europe ;  and i t ' s  not  

going to be so e a s y  for  E u r o p e a n s  to change wages  depending on the bus i -  

n e s s  cyc le  as  i t  has  in the pas t .  I th ink they  a r e  ge t t ing  to a f o rm  of 

r i g i d i t y  tha t  we 've  got in our  e c o n o m y  in tha t  r e s p e c t .  

DR. KRESS: Gent lemen ,  a l l  good th ings  m u s t  end.  I got the 

d i s t i nc t  f ee l ing  he r e  th is  m o r n i n g - - a n d  I think i t ' s  i m p o r t a n t  to us h e r e - -  

42 



t h a t  t h e r e  s e e m s  to be no t e n d e n c y  on the p a r t  of th i s  p a n e l  to a t t a c k  

the  A m e r i c a n  w a g e  p a t t e r n  o r  l e v e l  o r  p r o c e s s .  A n d  m y  s e c o n d  i m p o r t a n t  

f e e l i n g  i s  t ha t  we  d i d n ' t  d u s t  off  a n y  of y o u r  O . P .  ' s  f o r  n e x t  w e e k .  

G e n t l e m e n ,  on b e h a l f  of the C o m m a n d a n t ,  the D e p u t y  C o m m a n d a n t ,  

a n d  a l l  of us ,  we t h a n k  you  fo r  b e i n g  h e r e .  
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