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ECONOMICS OF WORLD TRADE
i 21 Beptember 1950
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b MR. TERRILL: General %(pna‘eman, Gentlemen:
This morning ;&v& will have the first of two lectures m the gubject of
Ainternational tigm@mim. It is fitting that we do so at this time, having
K eampt&téé a review of the ﬂiémastic economie scene,
’ Our speaker is Dr, Kom;'ﬁ 8. Piguet, who is an authority on this
subject, Ihave had the pleasure of knowing Dr. Piquet for almost two
decades. I can assure you that he {8 an outelanding authority in this
field and and hag bhad extensive éxpei*iéncae in government policy opera-
tionk and resdearch,
. A‘ ’ You will recall from his biography, which you have, that he is the
w author of a #pecial gtudy whieh is assigned reading. It is entitled
"Imports, Hxports, and the U. S. Balance of Payments, "
1 can best déscribe Dr, Piquet ag an econotsist's economist, All
> of us in government service who deal with economic problems know

a;id greatly respect Dr. Piquet's judgment. He is, as many of you
know, an old friend of the College. This in fact is his 13th appearance.

With this brief introduction I present Dr. Piquet.

DR; PIQUET: fam 50 used tothe old auditorium that I don't know

. if T can get used to this luxury here. It looks a little bit like a theater,
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- and I'm nat tﬁm ased wl;ﬁng in dradaties, but I try my best,
* 1t i a/i%yﬂ & pleagure to %ma here and talk to you people, because,
as I t&%i»péak%ﬁ n the cutside, some of the most incisive questions that
1 have ever had fram any audience have been from the Industrial College.
I bave ﬁiﬁ# Men tald something olse that made me understand that even
i L suy #mfmagf off the record it is still being recorded on tape. The
trouble this morning is thit you never know. Big Brother is always
watehing you somewhere,
I thank ;ay ﬁ:iﬁmi, Hob Terrill, for the fine introduction. I suppose
it I had been gn wnbagsador along with him for some time and had had a
M%ﬁiﬁmm@ I would have done equally as good a job,
oo Fam gﬁi&g iéﬁik this moraing én the Economics of World Trade.
My official pﬁﬂiﬁ% A8 you probably kuow, fo with the Legislative
" Reference Service of the Librarvy of Congress. In thet capacity I serve
all Mewmbers of emgﬁmmﬂ %ﬁa Republicsn gnd Democratic. Therefore,
ihw&mmimés in the Mm By the a&m&mn I am not 2 member of the
> Sovernoent @nd ¥ am not responsible for the content of my work to the
President of the United States or o any goverament department. fam
L # free wheeler, -and therefore I ean speak, in the technical sense of the
term, {rregponaibly. I #ssure you I will speak responsibly as far ag my
 training as an etofomist {h concerned,
; 1 san golug to weap my. z*émsﬁ:x around three main headings. Before
I do that I want to point out that the economiva of international trade is
2
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with the inoiitie:s @i the time in which we live. 1 eall myself 2 political

econtmist rather tlam a narrow economic techniclan, You can discuss
twm thinge xmxa €i§e point of view of pure logic or you can discugs them
froms the pﬂint af *ﬂ#&w of practical problems. I prefer the latter.

1 want to digmiss firet of all a few hobgobling that haunt us. We
hear e%rywﬁfﬁr& ﬁt&temez;tﬂ to the effect that the United States is becoming
weaker vié«-;awviw the Soviet Union, beécause our gross national product
is growing mf;we glowly than that of the Soviet Union.

: - %écmﬁly there 14 the staternent that the United States is pricing
itself out of w*;sﬂd markets and that we have a very bad balance of
payments problem.

’ ‘I'himily,, it is said that we are losing gold so rapidly that we are

’ bégiwinz ta lose our shirts.

erthly, they say that we are investing some of our private capital

* abroad and developing imports that come back to haunt us, /a;lrg need

: somehow to stop thia. ‘ #

! QwI;S talk all mstirm:lnig on these four points. Iam not going to,
however, I am gﬁiné to dlsmisy them fairly rapidly, I hope. Butl
think it is Iniportant that thepe hobgobling be thrown out of our minds,

A Wsepthey get in the way &f clear thinking.

I hope that you have read my pamphlet on the balance of payments.
f‘hm you und&rﬁmé it. Whatever our-weaknesses may be as a nation--

1
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and Heaven kﬁews we have weaknesses~-no nation is without them-~

it iz not that v{rer are weak in terms of basic economic strength. That

is not a mkmés. ‘We are sironger today than we have ever been

. 1egmamiéﬁii§. J 1 don't rieed a GNP to prove it.

1t is trae that the Soviet Unjon is growing more rapidly than we are

i i;x terms of gross nationat pr&:;&ue:kw -whatever that means. The authority
of the technicians seem o zagree that the Soviet Union ig growing at
&h%tﬁﬁze rate of é pércent per annum, and that the United States 18
growing at about the rate of 3 percent per annum in terms of their very

v, rough measurement of Eﬂ‘?ﬁ?

I prefer to taﬁé a more ﬁreeise measurement. I think steel pro-

P

3

. duction is & more precise measurement, and it is true that in that case
the United States is growing less rapldly than is the Soviet Union. It
would be véry sﬂurprising“if it were not 8o,

%ﬁan;;r of you are fathers and have children. Ihavea daughter, age
14, and she had been growing at & pretty rapid rate. She's about my
height. Now, if she continuéd at t}m} rate for the next 14 years she
would be a manatra@ity, No boy would want her,

The Soviet Union has done better than a remarkable job economically,
at a price of human freedom. It has deliberately forced economic power
and streagth into produetion lines,. as opposed to consumer lines. But
it's & young eeoaa;ny. If you take their gteél capacity and our steel
production, you will find that theirs is growing more rapidly, yes. If

4
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you put it oii a curve~-and every day's curve is a parabolic curve-~
rates do not stay the same iaﬁf a;ewae*@it*s 4 phenomenon ever yw here
" in nature~-you witl find on the 40-year log that the two curves are just
' about alike. So, though the Soviet Union's growth is more rapid than
ours, this is sccounted for obviously by the fact that they hed the advan-
tage of Westera technology in getting started,
£ am not concerned in the slightest about refative mathematical
rated of gm;rtm But I am concerned about what we do with what we've
got. The fact is that either one of us ?ww blow the other off the face
of the earth., You know ths;t. The important thing is how we behave
with what we 'w;e got. .
As far as preily much disappointment about our GNP is concerned,
! o was all Ihwam db to get down here this morning because the traffic
was 80 congested. Are we going to be better off because we can afford
L to have three cits in the !‘a;xﬂiy* instead of two? That's the reason about
| all this. We have all the ;#eatth that we need. We need to know how to

eontrol it. - It is so easy to dodge our economic problems by saying that

an expanding econdmy is gagler to take care of. ©Of course it 1g. The

[

teath is: How do you keep the ecéndmy in balance when there is no longer

a period of papid ggpﬂmsfan?t That is a challenge to any free economy.
-Secondly, {said there is“concern because we are pricing ourselves

out of world m&;kuia@ You {vere a;sigmé mwy pamphlet. In that pamphlet

" " of, Ithink, page 21 I Show that, if we take the proper years for comparison,

; 8
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’ "thére is very little if any evidence to indieate that we are pricing
eurselves out. of world markets in any genez‘*ai genge,
Now there are industries that are ;ick in terms of their posgition
abroad. Qarfauten;r;bﬂa; industry has taken a tremendous slap in the
face due {0 its own stupfdity, but our automobile imports, you will see
v, dn pagg 20 of my ga;aphiet, have increased by the astounding percentage
of §95 percent between 1958 and 1959. That's 1n terms of percent. The
%sniu&e increase iz in terms of something like $760 million.
! Haw then, if you look at the chart on the earlier page~~page 14-~
showing exports in relation fo ihspnrta. you will see that thel§6dr 1957
Pt WaE & very poor year to take as 2 basis of comparison. Most compari-
sons you hive heavd from people who say we are pricing ourselves out
. of world murkets are compurisons which have taken 1857 as a base year,
Of course, if you take & penk year like 1957, which was a bulge year in
exports, a bulge yéar becauge of the Suezms- erisis--just ag the year 1951
" year was i bulge year béﬁam of the Korean erigig~~you have to wron out
those bumps if you are going to make any reessonable comparison.
g ’.’;‘her@f?m the most veas@{%zabie year to take is the year 1954-55 and
: compare the year 1958 with that. ¥ you do that you will find that there
are vartain things that we have really lost out on besides asutomobiles.,
Imports of p&;tréimm have increaged, }ran ore and steel /;;gucta imports
have incredsed, also flah, and 80 on. Also certain exports have decreased,

. . maill
such as automobiles and petroleum, and iron ore and steel products.

£
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' And certainly imports have increased by even more than the gross

rational g:méaet. -

| But, if yéu Took af fm other siée of the picture, you will find that
we have exparta that have increased mmm&miy since 1856, including
many machinery iterms. There are brains and preparations, of course,
which will be anhsvé}iaemly enroute. Then there are chemical specialties,
oit geeds, ofl, mibber products, and industrial chemicals, on page 18,
and so on. g

Ii we take automobileg, petroleum products, and iron ore and steel mill
producis at@m«-&ﬁésa three—the décline of exports and the increase of
imporis more t}mn makes up for the narrowing of the trade balance between
1955 and 1899, The automobile problem I said ig largely due to the indus~
trial policy that we followed, that of producing big cars. They are recti~
fying that, iax'gely due to the fact that we did import small cars. Jfron
and steel miil ;amdmts show this largely because of the strike and
we are using up petroleum s0 rapidly that obviously we are going on an
mport basiy,.

Thesde are structural trends that we sre witnessing, In 1960 our
export volume is increasing ramarkahiy relative to our lmports, Asg
I indicated in the pama;;ieﬁmx ﬁzﬁn’t forecast it but I indicated it very
strmglr -that situation will eorrect itaelf and it is doing so, No, we
are not pricirg wurselves out of world markets in a general sense.
There are certain industriée that are being hard hit, but that is the nature

- 7
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| . The next point {s that é& are losing gold very rapidly. You have
i h&am? this all over the place, The ﬁﬁ; is that we have had too much
of the world's iﬂé, Even now, after having lost a substantial amount
. of gold in 1858, we still have about one~half of the world's menetary
Y é&iﬁ; We have heen éez;umzaiaﬁnf"g gold since the close of World War I
by vur various policies. In spite of the fact that we lost $2. 3 billion
worth of gold {n 1958 and in ’zfﬂr&@ we lost less than a billfon, in 1960
b {he export pate is evérf iasiaﬁthm that--it has corrected itself,
7 R ¥ wish Y ;ms tifne this merniﬁg to give you a discourse on the theory
* of international trade, of the theory of international gold, and some of
the free gold standards. Obviousty I don't have time for that., We do not have
free gold movermients., No country in the world today allows gold to
move freely., I is gil rﬁgu&teé. ﬁm‘ currencies are managed. Under
the old ihémfar of the 19th aeafury political economy, gold would move
freely, The dichange rates would be allowed to move. The economics
would adjust to ench other, with the besult that the gold would be auto-
tatically distributed among the eountries of the world in such a way as
'+ 7 teobedr.a proper relationship o the amount of business being done in
an ienﬁnﬁmy. »‘I‘hatf*% the way the textbooks gay it. That's the way, roughly
, sﬂa@kiug. It did actunlly prevail in the middle of the 19th century, when
Qreet Eri%aiﬁ waa paramount i;a the world mnamy.
g 321 of that hig changed.. We live in the mz&ﬁlﬂ of the 20th century,
8
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“There is no ﬁnger a 1eaﬁizig economic power that has been able thus
fay~-1 gos refaﬁing; af gourge, to ouridelves~-to manage thie thing
in&m‘mﬁmﬂy e way the Britigh did in the 19th century. We haven't

- yet learned how to do ﬁai.s,

It s important that our gold reserve not be lmpaired because, since
the war, i(ha @‘m;t;é States dollar has taken the place of the British pound
stwﬁng as the imamatmml eamney Therefore, the siability of the
dm:lm‘ is more important ‘&“ﬁxm #t would otherwise be. So there is some
x:msm for being ummrmﬂ“nﬁmt the mﬂw losa of gold.

“ But I éssure you we haven't yet re;ﬁheé the point where we need to

be alarmed. We still have about $19 to $20 billion worth of gold in this
country, which'lgsid before is about half of the total free world's mon-
etary gold. Of that gold all but about $7. 5 billion is earmarked as

resebve againat owr Federal Reserve nottes and Federal Reserve depositg~~
that is a reserve against our outstanding credit.

That is an archaic thing, Wes are tlu; only important country in the
world that ha# a legal minimum wold reserve. In 1945, out of the Gold
Reserve Mt. we lowered t?m gold standard reserve from 40 percent

| gnd 30 Wraent résmutm&&y on Federal Reserve notes and Federal
Regerve deposits to 25 percent, -and nobody noticed it, We could just
' 45 eapily now do away with the 25 percent minimurn if we took the right
time tae do it

The gold reserve is almost meaningless because you cannot get
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gold for your :»;xéney. We m not on & gold standard--on a free gold
e standard, We might be ea;t a paychological gold standard, but we are
‘on & managed currency basis. 5o that means that really, for interna-
tional pﬁ?p;“sa:s. we have the whole $19 billion svaileble. We can lose
gold at a considerable rate for a few more years, without mmpairing
the basic reserve of the dollar internationally.
These things do correct th%mseive§ if you allow thew to do so,
. N and heliefs
’ Iam old-faghignéd enough with my economie training /to believe that
the forces of economic a%jaatm;nt are still working, even though they
éré impeded by many rigidities in our economy. If the interest rates
n were allowed to move fréely in various countries the gold would be
much more lkely to flow the way it should flow. Our interest rates
gre béir;g kept n@xmﬁl’iﬁr low, compared with other countries. As long
4s the other countries have higher intevest rates than we have, they
attract capital, cbviously.
8o, in the first 8 or 7 months of 1960, even though there has been
] correction a;ﬁm:z‘izzg in our trade balanece-~our exporis have inereased |
rapidly relative to our importg--that hag been offset in a large measure
. isy the fact that there has been 2 persistent movement of American capital
abroad, whieh.j§ ’pf%mnrﬁy a phenomenon of exchange rates, on top of the
phenomenon of the Eurapea;a Common Market, and the temptation to induce
' American factories to move abroad.
I § thought that we were going to persistently lose gold, of course,
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Iwould be alarmed. But I don't think we are. I think that this is being
corrected. One of the very impoitant things to observe is that in 1958,
when we be&am& tencerned mz* anr balance of international paymenta,
the Britiah, parﬁcaﬁa‘ﬁy. a:aé‘ other European countries realived that we
wm%e being concerned and took steps themaelves to help us. How? The
Eritish began to stop buying the gold for' their reserve purposes and
they even pald back part of their loan ahead of time fo the Export-Import
Bank., We are &eﬁiiﬁg with Father intelligent people in other countries
wim redlize that it'is 10 their ddvantage that the United States dollar
remain stable. We musta't forget that basic faet,
© Icould develap thiz a little mm, but I think we wll have to stop

that discussion b&cﬁnsé I have other things to talk ahout.

When we inm& pbout this investment of private capital abroad being
8 bad thing we find that it is not & bad thing. The fact that we can invest
Mpiﬁa% abroad e a sign that we are economically matare and strong.
One of the ﬁr;ast Important ﬁ;.mgs about the British Empire and Great
Britain in the 18th eentury was that she was sending her investments
all over the w?ﬁd. You cau argue, of courge, that if Great Britain
hadn't done that and hadn't become the tirstrate power in the world
maybe sﬁé ajvmién’t hm the headaches almﬁ has now, because she would
not hwe been mraé;mﬁd&ﬁ with mpuiaﬁm That I think iz not a very
important ﬁ@ﬁtmﬂm I think the important thing is that a characteristic
of mﬂﬁwﬁy i nations i that they do have surpluses for investment abroad.,

, g & O
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The balsnce of international payments as such should not be con-
fﬁm& with the mia:ng sheet of a country. The balance of payments, as
4 émﬁtéd! out in the eirly pages of that pamphlet, the balance of inter-
national paymients, is nothing more than a statement of the dollars that
go out of the'eguntry, set againgt the dollars that come into the country
for ;m'imaﬁ purpsees.

A poor country can be in balance with a rich country, and indeed
must be, A poor man is in balanee, as far as his payments are con-
mmﬁjd, at a low level, with a rich man, My yard man who does Yy

'work certainly must be in 8 balante-of-payments powition with me.
Otherwige he is in debt to me and he has to get out of debt.

Japan today hus & very strong balance-ofpayments position,

Some people have juped to the conclusion, therefore, that, because
Japan has a sirong balance-of-payments pogition, her irade balance
being much better than it was, her emrw;iiiz for the first time in
excess of her imporis from s, /;gg no economic problems. Would
thai that were so. Japan is gtill basically, economically, in a very
precarious position, becauge her basic wealth, her basic regources,
are not sufficient to take care of her growing population, even in apite
of the fact thit they are practicing birth control very intelligently.

Japma: ‘mmt inereuse her exports relative to her imports if she 18
to survive at her present level of standard of Hving.

By the aame token, the 1faet that we have had a weakness in our

t
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‘ balance-of-payments position, with a deficit of between $3 and $4
* “hillion, this does not mean that we are going broke. We are still &
Birang country, - We are etill the strongest country in the world sconom~
‘ically. Of course, compared with Japan, there simply is no comparison.
' Why do we hdve a balance-of-payments deficit? We have been giving
awsy $5 billion a year, wnilaterally, ever gince the cma of World War II,
m the form nf the support of the United States military establishment
; &braﬁ&.- which {g an in”iagmi, vital part of our foreign policy, and we
have been giving the rest of the $5 billion in the formn of direct non-
military grant ami;sfanea‘ to foreign countries, which is also a vital part
of our foreign policy. |
Now, if we persist in giving $5 billien a year away, how can we be
in balance unless the other things take it up, take up the slack--unless
our exports increase enough o force out of normal balance the §5:
bﬁiieﬁ. 1o meake up for the abnormulity of giving away $5 billion?

e Birange to say, from 1950 to 1857, our axports were inereasing. There
were correctives at work, tending to'bring the thing into what I like to
caill an abnormal balance, if you will, The exporis, of course, earn

¢ dollars. Uliimately wpeaking, dollars mra wluable in only one place;

- that iy in the United States. t?itimatelymri&mh pound sterling is valuable
in only one place; that is in the United Kingdom. Dollars always come
honie to roost eventually, and our dollars have been coming back to

¢ roost,. but not all in the form of increased exports. They have been

13
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eoming here because we have been attractive ag a depository for
foreign investment. Our foreign dollar balances have been growing
%teaéiiy and are still growing. That is, the foreign couniries are keep~
ing iheir regerve balinces in the United States in New York banks,
bacause it is the ﬁﬂitaat place; and because it ig the most important
financial center in the world. Does that indieate a lack of confidence

‘ ' in the United ﬁ“ta%é; ﬁyﬁem; the fact that they are #iending their money

here? Of coursenot. The question is, when will they decide to use

those aﬁm o bisy vur- goods instead of merely keeping tner here on

- " deposit as their legal ;r* other reserves? There are already indica~-

" tions, as I sitd before, that-they are already doing this, beginning to

Py

Juiy more American goods,

& 1

TE The balance sheet of & country would indicate its real wealth set
againgt its @p&iﬁti@ﬁ. T that Tespect we are ina very fortunate pogi-

- - >
A‘ ¥ mﬁ. - * -

‘Now let me discues for vt%e remaining 20 minutes three headings:
What our prasam: trade policy ig in theory and in practice; some of the
realities that we face that I am afraid we are not lving up to; and
o . what we m?&a%m;i them

Our present foreign trade policy goes back to 1934, to the inaugura-
tion of the Hull Reciprocal Trade Agreements Program. Prior to that
time we were riding high\, wide, and handsorne on the protectionist road
under the ?artiaﬁéﬁw&ﬁambw Act afier World War I and the Smoot-Hawley

-
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Act

7 [of 1930, In 1934, when the world was in the throes of a tremendous

deprésaim, the United States eimuéad gears-<urned around, if you

like that better<-and embarked upon a “lga&icy of liberalizing trade by

the reciprocal lowering of trade barriers., In the thirties that was a2
v;x*yl*ﬁiiai praggﬁm. The United d@tates did slash duties. 5o did other
Sountries. But there was an awful lot of slashing to be done, gentlemen,
Our duties were unbelievably &high We slaghed some duties from 200
perdent f,u 100 géfmnt ’i‘ﬁey*re aﬁn at 100. There was an awful lot

»

of ¥xeens ﬁr@tﬁaﬁ% .

In the thirties it was possible for the Adwinistration to say in all
truthfulness, "We are aiﬁshiizg these duties. We are not hurting anybody. "
They did do that. But then came the war and the Truman Administration,
and old Hérry bﬁiﬁ@%&*&ﬁ it wasn*t so eagy to do this any more, because
fi‘ésm %hén on it began 19 hurt. Not only that, but the Administration
itaeif under State Department leadership, worked properly, I believe,
although not ising good legal judgment, and decided that the way te do this
was to do it more quickly, -

So we changed our gystem from a bilateral negotiating basis to a
multilateral basis, and we were instrumental in forming what has since
become known as the GATT~the General Agreement on Tariffs and Trade--
which is &%ﬂnﬂy meeting in !ﬁmeva. That is an ingtrumentality, an
ad hoe international m:g&ﬁizatiem , that enables ug to hold tarift conferences,

to lower tariff duties, and to try to do something about fmport quotas,
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Biut, sfter yﬁn wring ﬁa& water out of & towel you can*t do much

i
& i &+

MOore wiﬁging, and there ig a certam hollvw ring to our present

Rediprocal Trade Agr@emmt Program. The Act has been succesaively

emizculnted 5o that the Frgﬁmé;ﬁ*s pcm;ers now are very restricted.

At the my sawmé thoe that we vere moving from bilatersl negotiating

to multilatéral négmi&ting, the Eongresy was getting increasingly scared.
; Starting in !;f?i’i f‘.‘hz;gwﬂa instituted an escape clause to be inserted

. in the Act, so thst henceforth, whenever imports inerease to an extent

tha; itfey thréuten injury to a domestic producing interest, the Tariff
@ﬁgﬁﬁissiﬂm after an investigation, if it finds injury, recommends
that fact to the Jwﬁénh who then can either reject it entirely at his
Qwn political pefﬂ or w:he ean r%is& the duty.

Now, 1 mﬁ&t 'ﬁﬁésr“ in all candor that the present Administration has
hwen very "e.wragﬁms about holding out against this tide of protectionism.
But it's 4 tide that ean't be stopped by such an infantile thing as the
amiae élms&; Lt me put this in better perapective, We want to expand
trade. 1presume that s what the Administration means when it says
it im g;ing to imﬁér duties: A tapiff is no Wnger that which keeps out
M exclusivelyr Ours is & large mavket, It is difficult for foreigners
15 break fato this mﬁfkﬁi in many iims where we are strong.

Automobiles is an exception, bm, as I gaid before, that's a peculiar
case. Radic tubes and electronics at the moment is an inviting field for
te Japanese; But for the most part, the imports that come into this

TR BN AT
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"+ country historically have been imports thet have competed with the
- weaker segments of our economy--textiles, plywood, pottery, chinaware,
and things of that sort, wherfe price competition is important but their
servicing ia mt impﬁﬁ&ﬁt.
¥ we m&ﬁy winted to &xpané trade, we would have to look beyond
v the simple tarife reduction formula. In late years we have crippled
’ our Act even m@f@ than we did in 1947 or 1951, In 1958 we gave the
Congheas the power again to Qf%te the Pregident even in his escape-clause
actions. .30 that now, if the Tariff Commission finds there is injury and
the Pregident in the national interest i‘aﬁ; te¢ raise the duty, then Con-
R gress ‘ean overrulé him by a two-thirds vote. That's new In the Act
' since 1958, ’
Ww Ha;v& an express policy of tmﬂ:ag duties, but we are negating
it by the %ry fact that we are vestricting imports whenever they oceur,
”ftm reach & :zamin paint where you hive to figh or cut bait. You just
) ' ean*t do hoth, And we am trying to give the impression that we have a
« lberal trade policy at the same time that we are doing everything in our
Wwar tonegate it. g
%& idea of a free trode of course ls a simple idea, though politiciang
in the Administration will proclaim to bigh Heaven that we don't have a
free trade policy-~it's freer irade we are talking about. That's largely
double talk. If we eontinueto reduce duties Mitle by little, eventually we
vhviously e&mtmtgthe peint where we have free trade. Our ides iz a

17
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multilateral trading system with relatively frée trade, much along
the line that thﬁ Bﬁﬁaﬁ ware 86 successful in implementing in the
189th gentury. And it's a Iaudable iden. I don't want you to think that
because T have given some eritical impressions sbout e paticy
Idon"t think we have been on the right track. ¥ think we have. But
we sre not taking the steps now that we should take to implement it in
the Hight of the eonditions that prevail in 1960, We are not Living in
the year 1840 auy more.

The logie of Iree trade is 5o simple-<it's do the thing that you can
do best and you make out better. If I could be paid $500 for this lecture,
I think it would e & very good idea. If I were and if T had given lectures
for $500, and {ean also type pretty well, and I sctually am not such a
bad hand at Huxdag my own lawn, if I have to, which would it pay me to
do? Concentrate o ﬁw} Jecturing m& the writing that goes with it
Or ﬁhﬁu’&&'i aii#éﬁtﬁ my timé and do my own typing of wy lectures and
my artieles, and also tdhe a day or twe off & week to fix ray lawn and
muybe to repair things in the house? Obvicusly, from an ceonomie
point of view, 1t would Pay ¢ to concentrate on that whichTrelutively
ean de best and get the néxt heatlgéaﬁ to do the odd work, and get the
next best stenographer to do the typing. Coneentrate on the thing that
gives you the maxdmum ecomparative return,

| Thut's & ﬁiﬁ@ﬁif& theory of comparative advantage, and it applies
o nations ap well as todindividusls. But it does imply this: That nations
o 18
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must be willing, if they are going to implement this kind of policy,

to allow their 4conomies to adjust to other economies, And the world
i= not the kind of world where we can afford to do that, Let's face it.
This is not & world of peace. This is 2 world of ¢old, hot, smoldering,
and what kind of war I don't know, This is not a world of peace, along
the lines that prevailed threughout the bullk of the 19th ce ntury.

Thia, then, is owr foreign trade policy: the ideal is multilateralism,
treating everybody slike, In practice it is being thwarted by; the realities
of the situation which syre that you have pedple who eannot afford to see
themselves submerged by competition and by the faet that we liveina
world that ig not at peace.

- Now what are some of thege renlly unaveidable realities which we
Have to face and which I am afraid we are not facing realistically?
First, my good friend, Bob Terrill, could give you & much better expos-
ition than ¥ can possibly sive you as to what the Seviet tUnion is doing in
terms of trade penetration, Suffice it to say they are doing a lot, not
in terms of aotual volume of trade but in termog of helding the bait of
trade in front of the uncormitted nations, not the least important of

y which are the new natlons in Africs,

i Becond, we have regionalism in blocks, We have the European
Common Market. I could give you u lecture on that., We have the
European Free Trade Awsociation. These are twe rival bloeks in
Europe that are politically at ach other's throats but which economically

19
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are evidence of a movement toward regionalism in the world.

These courdries in the central part of Western Burope and the conti~

aent that aire membérs of the Common Market are Belgiam, The
Netherlande, Luxembourg, Western Germany, France, and Italy.
They m ;‘mabining themasives into an economic community with free
trade fmong themselves and with a common tarify against the rest of
the world, iacluding the Unitéd States. That means thst in some cases

the tariff that we 'witl have to pay to get into thedr market will go up,

that is to the Neihérlands, and Belgium. in other cases tariffs will
come down to 48, to-8 comimon average.
Wé are geaved stiff about the Burepean Common Market right

. how, politically, We are putting pressire in Geneva on the European

Commun Market to be rmimﬁbiﬁ in their sgricultaral peliay, forgetting
oy gwn Wﬁn;% meanwhile with respect to agriculture. We are not tos
rengonable, elther, We are gpending a thousand dollars & minute pight
aow io store the wheat that we can't use~<a thousand dotlars a minute,
Thut's $550 million a year, just to store the whest. I anybody is giving
agricultural subsidies, they are not the oneg--we are,

Wa'tve got the ;i%’?:'fz i‘i“# & reality.- #’s an instrumentality for
négotiation. We've got the Europesn Common Market as & reality.
The imMm thing is that sur delegates have the power 1o act, or

 that they can act under an emacisted, tired, old law, circumseribed

: 20
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by an &ﬁm elauae ﬂ;wt prevents anybody from taking us seriously.

The sams ﬁﬂngnppﬁw to the United Nationg, It is not foreign

L policy to say that we im supporting the United Nations by sending
delggates there. Unlens we have » nationsl policy within the United
Statesy:, the United Naliény is not golng 16 work in the way we want
itto work. There is no substituie for antional policy that is realistie,
and sirong, and effective, Our intentions are goud, but we are not
willing to éa very much. Every 2xé industry feels that it needs to be
m&aﬂ by the power of the Pederal CGovernment, and it is getting
that mwi:ﬁﬁm
' A few yuuts tgo { wade o study of what it weuld maa;a to the United

Btotes in & period of progperity if we did away with all tariffs. "The
Bureau of Labor Statistien, taking the figures that I had arrived at
tn confunetion with the experts of the/burii Commission, came to the
conelusion that it would affect somewhere between 200, 000 and 400, 000
jobs at the most, man years that is, of work. OF course this is peanuta
eompured ta cur ecbnomy ai-d whole.

The wholé tat ¥ problem his heen vasily exoggerated, I has boen

; important in the s«éw&gamt But the important thing is that the toes that
are stepped on ave the toes that ave connected with tongues that are
voesl, ¥ there is any one thing that a politician i consclous of-~and I
aay this in kil respect to Memburs of Congresg~I have worked with them
for & fong Hime, and i hg;m 8 high regard for mogt of them, in terms of
i 23
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conacientiousness, /intentions, and general ability~~it is his constituents.

They are responsible to their constituents, and that's the way it should
be. The fault Heés not with the Memwbers of Congress. The fault Hes
with theé constituenty, the leaders of the constituents--the bankers, the
agricultural leaders, the department store people, the leaders in the
communities, who are economically, for the most part, illiterate. We
need a mirrop if we ars golng to eriticize ourselves. We shouldn®t he
too hasty In eriticizing either the Administration or Congress.

"In the undérdeveloped areas we have major problems~~countries
which are largely uncommitted but produce raw materiale ke rubber
and tin. They don't care sbout tariff reductions, 'They want stable
prices. What bappens in the prices of raw meaterials like lead and zine?
They go all over the map, up, down, up down, up down, and the poor
people who #re producing thege things are either in feast or famine,
What do we do? Do we go inlo & pational commidity agreement to stabile
ize? No. We put import vestrictions on lead and zine, thersby antago-
nizing Canada, antagonizing Mexico, and antagonizing South America.

The same thing is true with petroleuzm. We must learn to think
in termsg that are bigger, in terms that ar%xmtwnaiiy and internationally
fitting, and recognize that maybe there is some other way out than the
protection of every 2x4 industry in this gouniry,
What do we do shout #£9 I will be specific. There are a few
minutes left only. I think there are lots of things that we can do about
22
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it. There are certain things happening in the Senate of the United
States today--net teday but within the last few weeks-~that are encour-
aging. More and more attention is being given to what is known as
- the adjustment assistence philosophy. Fortunately we have bills in the
Senate introduced by both Republicans and Democrats. Senator Hum phrey
and Eugene McCarthy have one bill, and Senator Javits of New York has
just introduced another. So you recognize the fact that you have all this
opposition, and people would be damaged if ymports were increased, bhut
these bills will implement cur trade policy by providing that, in those
cases where the President of the United States deems it is important
that we have the imports, we will have the imports, such as some from
Japan., K we don't accept some Japanese imports we might as well
kiss goodbye to Japan. Sirvategically in the Pacific we can't afford to
do that. It is necessary that Japan aells something, Buat suppose we
selected those things that we figure we could live with in the way of
Japenese imports--they have to be fairly substantial, Then #f any
domestic producer can prove that he ig belng hurt--or a whole industry,
aceording to the Javits bill, or just an 1ndividual producer--there would
, be government assiaiaﬁeé‘%net & gubsidy, not a permanent subsgidizing or
perpetuation of the present line of activity, but it would take the form of
such things as low-cost loans to enable them to adjust to other lines of
cutput--like the Elgin Wateh Company did recently on its own steam,
when it shifted from watches aver to jewelry items of various kinds, along

23
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with watches-~und/ make these loans low cost, 3 percent. It would

Tetrain young workers like we retrained people under our GI Bill of

Rights. It v;rafxi"e? ensble people to move from country to country by
~paying their éxp;nata. It would speed up retirement in thoge cases

* ‘where the people have becoine obgolete. It would speed up and increase

i;g 1o & point the unemployment compensation payments in a peried of
aéﬁagtméan It would ndsist the adjustment, in other words, recognize
the forces that are working, and use the foree of government to oil it

up, 1o lubricate it, so that the adjustment can oceur without the inno-
eent vietim suffering because he bappens to be in 2 vulnerable position.

‘There is a lot of talk about raising labor standards abroad. How

can we cormpete with ’imv' Mg’i: of Japan? Of courge in many cases that's
| & phony to start with, because ihei productivity of Japan has not been as
great as ours, i%svimiy. the wage rates alone are net enough. You
have 1o take into account their productivity of the labor, which means
that the important thing is the unit cost. But it does 50 happen that
Japan is a very modern nation. Those of you who bave been there I think
%&i% agree ;ritiz me. There are two economies, side by side, the old

and the new, and the new is just as efficient as ours, and they can under-~
eut ug now on many lines because they have the same wodern machinery
that we have, and in some cases theirs is even better. They algo have
tow wégas because of the unfavorable relationship overall of their

24
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population to their rescurces. 'The whole scale is low.

H there were some way that we could help them to improve their
productivity, all to the good. But there are some bills in the Senate
now, and in the House, that would try to equalize labor standards here
and abroad by tariffs., ‘That's the old cost-of-production equalization
theory, and it is a complete phony.

Thisg %ifﬁm&& in cogt of production is what makes gil irade possi~
ble, foreign and domestic, equalized through the force of government.
The competitive conditions between two countries and two industries
do away with incentive to trade, but yet the absence of the comprehension
of thig thing in proper perspective makes this gort of thing very aitractive
to people--"If we can't compete, keep out the foreigner.”

Our gights ioust be raised. The trouble is that we are lazyas a
people. 1said that in & very soft voice. Ihope you didn’t catch it, We
are geiting lazy, I'am not going to say youskxk people are soft, because
you are in a nice, comfortable building, but as a people we are getting
sluggish in our thinking. We are not facing up to these realities, We
are not really facing up t¢ the economic threat of the Soviet Union.

On the foreign-aid front we have done a reasonably good job, just
reagonahly good. On the foreign-trade front we are simply lving with
a tired, old instrument that needs to be pepped up. Maybe what we need
iz a doge of political and economic geritol to wake us up a liitle bit.

I don't know how to do it. 1 have talked before about the educational

25
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g eﬂngtita&aai&m 1 don't believe tnat every American should become
an ammmmt Heaven forbid. That would be awful. But at least we
ought o have more attempts on the part of our profession in economics
to breach the chasm between the teehnician and the man in the street.
. That's what I tried to do in a certain fuikler I did for Senator Hum phrey.
- But people don’{ read them. You don't read a thing like that. Sornebody
ought to pick. it up and dramatize it, make a movie out of it.
Well, I think my time ig up. I understand we will come back, and
; I hope you will ask me some questions on the parts that I haven't had a

chance to talk about,

‘ DR, KRESS: Centlemen, we have two points. One is that for
several days we have noticed that unless you make a gpecial effort to
throw y&ur émiaﬁ““ up i asking questions the rest of the audience is often
ﬁu&mre of your @uﬁ'ﬁﬁéﬁa. And this worning the spsaker says he has an

’ w that he favbrs, aa he mﬁs you to apeak up a liftle louder 50 that he
can hear you, ‘
) QWTWS& Dogtor; Wﬁtﬂé yéu care to comment on the effect on
: our aﬁpwimwrt balance of the expropriation of our investments and
! ) théngﬁémﬁnﬁma?mbmkﬂnm?
- oo bR, Pi@%&‘l*z fém afraid that that rather stumps me. R'sa
rather specific question fn Chba. Ican give you a general answer rather
.théna Cuban snswer. In general, of ¢ourse, the expropriation of American
- eapiisl abroad isn't going to encourage investment, obvioualy, and to the

N 13
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extent that it discourages new foreigu investment it might have

a temporery beaeficial effect on the balance of paymwents, whatevey
that is worth. I don™ think that the balance of payments congideration
is & paramount ¢onsiderstion in this connection.

. | QUESTION: Doctor, being a realist I would like to know how we
van get rid of this trémendous surplus of agricultural products that
we have without affécting 6r burying our allles who are in the agricul-

a tural business,

PR, PIQUET: Why such dirty questions? In previous years they
heve slways besn polite,

DR, KRESS: We haven't even had the discussion period yet.

DR. PIQUET: That !s the $84,'000 question-~adjustment for things
like the pottery industry, or the textile mills in New England, are baby
atuff mwﬁé with ageleuliure. We are reaping the whirlwind., We
‘tried to stimulate ﬁgx:iéu;zm’t production all we could, at the time of
the Korean Wn;. partienlarly, as well as during the Second World War.
The trouble with agricultural production is that oace you stimulate it
and start It you can't stop it,

- | Agriculture never has adjusted as well as industry. That was observed
by no leay a personage-dhan the fate Adam Smith in 1778 in his "Wenlth
of mﬁm;a_, " .&gi*iwﬁarﬁ is slways slow in adjusting. It's elways out
of step. -

The eold angwer would be: "Let them adjust. ” Be Marie Antoinette-like

r
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and say, "Let them eat cake. Let them starve to death.” But that
fsn't a good answer. What can we do with our surplus? We have been
paying subsidies, as Iindicated before, to our farmers. All the agri~

- cultural countries of the Western world are doing this, tos, in order
1o enable them to keep their heads above water economically, A large
part of the money of eourse doean't g0 to the farmer but just to store
the darn stuff.

One thing we could do would be to throw the whent in the river. But
of courss you would have all soris of moral indignation {f we did thaet,
just like we did when we ploughed under the litter pigs in the 1930's,
Thut probably is the m@st*:m*ent Wiy to get rid of the surplus. It would
save guile a few billions of dollars.

But your guestion is: How can we get rid of these surpluses, how
can we golve our agrieulture problem, without huriing our relationships
with Canada, Australia, and other allieg? Do you know it ig difficult
to give away rice and dairy products ight now under PL~480? When
Iwas in the Orient & few years ago I heard a lot of criticism of the fact
that we were glving dairy products--dried milk and cheese~~to Formosang.

i - They told me they were feeding them to the eattle. This was probabiy
exaggerated a little bit. But they didn't lke it, They figured we were
trying o get rid of surpluses instead of trying to help them.

We've been eriticized in Pakistan becnuse the whest that we sent
there began to sprout by the time they got ready to use it. Ii's awfully

28
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“ﬁf;icui;rta, give things away. We want to be sure when we give it away
that we give it am;ay through thannels that don't interfere with commer~
eial mﬁéﬁt&aﬁ such as Canada.
In our ﬁamgs’%iu ;zragra;;m: one thing we coutd do would be to take
farmers out of production and actually cut down output. We haven't
. succeeded in doing that. Nelther Secretary Benson nor the Congress
seemg willing to do that, nor the President.
* Frankly, I can't azzs;mr your ﬁneﬁii;m. I wish I knew the answer,
You gee, U we gimply try to adjust the farm population into industry,
immadiat&!%r ﬁ;é aré &éﬁrﬁsﬁe& by the game question in industry. The
scoromists in Wﬁﬁw today nra very wuch warried about the tech-
miagieat break-through that we are now witnegging. In the printing
a industry slone, Iaw told, we are on the threshhold of a development
ﬁ . that is gvaiujg te e every bit as important cost-wige and labor-wise asg
> the ixxtmﬁ;ieﬁmz of the linotype machine in the 1830's. Technological
"~ development %ﬁﬂgﬁﬁﬂ'ﬁﬁicﬁ and autbmation is everywhere.
. ’ ':I’h’a problem of technological unemploymwent of course is not a per-
manent problem. People die eventuaily. But there is an intermediates
Cos TUN mbi:émi Although in the long ran you are dead you do live in the
- short Yan., &’hi‘; problem of téehnelagie&l unemployment is agricultural
S and industrial both. H you get high enough up and look down at the earth,
aB you wonld ifm were on the moon, ihe problem becomes simple.
 There are only two things we can do, or & combination of the two,
25
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if we are producing things so efficiently that we zan't stop producing.
Cne is that we produce more and everybody consumes more. The
other is that we produce less and have more lsisure., Or we can have
some of each.

* Now, if you ean just supplerment that and fill it in, come down off
the moon and sghow us how to d6 i, you have the answer to your ques-~
tion. But I'm still on the moon.

QWT&@K: Dr. Ploguet, you mentioned that the United States has
approxiruately 50 percent, or half, of the world's gold supply. In your
pamphlet you show the gold holdings of various countries. Inotice
that the Soviet Union is not on this list,

DR. PIQUET: 1saaid 50 percent of the free world's gold.

STUDENT: Yes, sir. The guestion is: Is this holding that the
Soviet Union presumably has, in view of iin extended line operation,

a threat to ¢ur gconomy or to world trade, or is this another hobgeblin
that we needn't worry about?

DR. PIQUET: It could be a threat. We don't know how much gold
the Soviet Union has. I the Soviet Union wanted to flood the world with
gold I suppose it could do se. I rather doubt that it is as much a threat
a2 are some of the other things that the Soviet Union is doing., I think
it would be posaible, If we were really an adult set of nations in the
free world, that we could get along monetarily and economicatly without
any gold, The necesasity of the gold standard is a sign thet we are
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& rather ih:r%miﬁ% mmy
Look at what we have done internally. Suppose all the checks
that are drav;n o every bank in Waghington alone--and we are not
; the biggest aﬁy}n ﬁ%;é ecuniry--had to be setiled by gold moving from
! bank to-bank, hard mﬂ‘%my moving from bank 1o bank, In New York
’ © Ciiy think what tHat would mean., We have set up the clearing-house
* 7 ¢ gystem in our cftie®,” and in 1914 we extended that to our Nation through
R ) the' Federal Reserve Syatesn, so that the vast bulk of cur transaictions
. internally invelve not only ne gold but no rapney, in the sensze of hard
wicney. Curs is & ergdit stonomy,
- : We have not y#t vesched the stage where we have learned how fo
o do that internationally. We thought at thé end of World War H with the
Keyries Flan that we would hwve something like an international central
' bask or & world uith «,wstm We found out very quickly that the
o patione were not ﬁwm&ﬁg to at:enpt that dégree of & surrender of sover-
e, gignty in the e@mmm fild, o we had to compromisé for a very weak
, whaﬁwu i the form of the International Monstary Bank.
Buggestions w being maée ntw by Professor Clifton and others
. fhint maykq the time is rip& for the United stuwa o take leadership and
‘gt f«:y 8 rm intamﬁmnt rsmme bank.. Buat, to the extént that we
Y e wzagaﬁ& that ﬁwxmg&é surrency. wm work if you know how to
mmag& iﬁmm& if we don't, each one r::t ug, seifishly try to protect
" . his ewn mﬁm&m’mﬂaﬁiﬁgﬁmy at the expense of everybody slse--
H ‘ - 31 ‘
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we're back o the same old problem that we face every day-~and

world
within the frée fvork togethér as a people, the United Nations will become
& world parlisment of the free nations. 'To the extent that we remain

primitive, of course, then a primitive weapon like gold cauld be danger-

- oug o us.

But I doubt that Ruesis iz going te play fast and loose with gold.
Bhe may not get it buek. She's fairly primitive, too.

QUESTION: The reciprocsl trade agreements of the thirties were
achieved in a rather unique political and economie plan. Do you foresee
anythiny in the next few yeairs which might produce a similar opportunity ?

PR, ‘MQE’E:!': ‘You don't mean another depression? There are two
kinds of climates. One iz politicul and the other ig economie. 1 hope
economiesily we never repaat the climute of the thirties--the depression,
That would be very unfortunate,

The political dlimate might well tmpreve, and § think will. We are
confranted by the fact, § think, that whichever party wins this slection
wetll have & young mmz of the United Staten. This Ithink iz g
great advaniage, Iﬁzin:k we are going to find a revival of leadership.

1 think w&s are golng to find {maginntive leaderahip, leadership which is
golng to rely on techni¢al experts, whether My, Nixon wins or Senator
Kennedy wins. um not being political, you will notive. Perhaps I
ahould west two buitons, one Nixon aaé one Kennedy. 1am absolutely
mpurtint, 3&1 1 say i‘ﬁ]liﬁl repardless of who wing. Ithiokthatin -
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the new leadership s new political environment will come te be. I
am an optimist with regard to the next four yerrs, zs far as this is
concerned. 1 have & suspicion that Mre, Khrushchev is geing to change
his ture after January 1961, I don't know which way, but I hope for the
better. But thers is no substitute, geutleémen, for leadership.

QUESTION: One of the principal means suggested for correcting
the untaverable balante ¢f payments was the introduction of the payment
in kind by the provision i¢ buy American on development loan , also
by payments to servicemen by certificates. Would you comment on the
anticipated success of that measure 7 /

DR, PIQUET: Mitell yousn éicmt. That was my own idea. There
is very little movement along this direction, 1 personally think as I
examine these faets that it would be possible to do a Yot of things in
terms of payments in kind instead of balunced. I was amazed s few
months age when 8 pood friend of mine, who is an adviser toa Senator,
got back from Viet Nam. He was quite alarmed because he found that
sore of our direct aid, which was surplus commodities even, involved
dollar payments. We jugt took the wheat, or grain, or whatever it was,
and ahot it over there and gave it to them, or sold it for local currency.
I found out that a large number of the transsetions take the form of first
making a dollar grant to the Vieinamese government, and then they
shop around with the dollars wherever they can, which of course in
pure theﬁry sounds good. I don't think it makes sense, I also have the
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- feeling, and I mey be stepping on some toes here, that maybe in our
ﬂ;ﬂi‘;awy establishments abroad we could do with fewer dollarsg in a
y&%e”ﬂ%’gmi, Korea, and have ;xsare #aymea&s in kind. Maybe it
’ ig not hedessary in the mi?;itary establghment for families to go abroad
for short tours, I realide Y'sm stepping en toes now, but these are
a;“‘éas where “if‘ think we could do something in this lne.
I made a‘%ry rough estimate that maybe a half or three-quarters
of a billien dotlars could be saved if we were imaginative along his

hi

line.
¢ Certainly ﬁaat i:ééa has been gathering wore momentum in the

s

qﬁaﬁéﬁs that amn
and Lmports
@am The Wtaﬁ States produces /fa number of strategie

P end critied] miterials, lead and zine heing among thers, We like to
| mai;xéaia a mobilization baﬁa for most of these strategic materisls,
Rm&gﬁzmgm éﬁnirabﬂitﬂr;ﬁf ﬁampletﬂ;; free trade, what would your
T faaiinés be about the mﬁi&teﬂ%ﬁw& af this mobilization base, and how
do we go nbout 'doing 7 |

R

BR. FI@B@T. ¥ you aﬂkmi rae ghout rubber I might be hard pressed

iér an &nsw&*. beciuse *mbbei* ia not durable for stockpiling purposes.
You fﬁf‘tﬂmly. kindly, wﬁaﬂ we about lead and zine. Lead and zinc
are both ver#star&ﬁu mmw, Wa need a mobilization base in terms

of Tead and gine. 'That is not necessarily a mobilization base in terms

i

of active mining ﬁp&f&tﬁaﬁé. although a certain smount of that may well

TS 1“"1"!‘@?&{“"""" Ty
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be necessury. I¢ertainly want to preface what I am about to say with
& stateraent that I tertainly agree that whetever is necessary, honestly,

 in terms of national défense and security must be of parameunt impor-

f&fm&f, but it wust be su honest defense judgment. We must not uae
detenae as an excupe as we did in the case of walches.
Now, then, wbout lead and zine--the stabilization of price is the

important thing, It wasld be posgible~~snd 1 huppen to have thought
" thig through tairly clearly--to draw up an tnternationat commodity

sgreement on iiaké and zise, gomewhat similsr to the international

whent m&m@. only simpler, because lead and zine ave very sasily
storable without deterioration, whereby we could get, by internaticnal
agreement, & masimum price and & mintmum prite, an agreement to
Wiﬂimmmﬁw&y« Ifihe price went too high we would cease
to buy, and if the price went too low we would buy. We could build up a
stockpile that woild not interfere with our defense stockpile. This would
not be a strategis hﬁ@ekﬁié‘ This would be an economic stabilization

toekpile.

There would hiave fo be guarantees, however, Congressionally estab-
Ushed that that stockpile would nat be used by the Government as a threat
to the private induatry for any u&%&r&w motive in the eyes of industry,
mﬂﬁz a5 antitrust getion. It would im% to be insulated againgt such use.

¥ we could by ﬁﬁﬂ device build up & stockpile of lead and gine, it
is'true that we might have lead and ine comiag oot of our ears. Good,

<, R
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According to thai Faley Jciammiasim Beport of a few years ago~<that is,
the President's Materials Policy Commission~~within a relatively short
thwe there ig going 1o be o great shortage of lead and zine, unless, of
course, we find gome plastic substitute, which I very much doubt.

B it seems o me that the awiage o lead and zine as & hedge
againgt their deépletion in imﬂwrm gupply, e in the case of many other
metals, iiké &;anh in Egypt, makes & lot of sense. As far as lead and
zine are f.;mwe;mea 1 think the answer i 2 simple one technically speak-
ing. - | 7

1 don’t know how yw will get the Si, Joseph lead people to agree
] tﬁiﬁ. A large partkaf t};a preduction of {ead and zine is done by
iﬁfﬁtﬁ‘ﬁ&ﬁn of the Hniteﬁ States Qovéernmieni. The Assistant Secrétery
of the Interior, ai the time these decigions were being made, happened
to be the President m: the Vice President ¢f one of the largest lead and
gine companies i;@ the United Statew, and after he got what he wanted he
wint back to w&ﬁtg industey, .

k ’ﬁ{ai;‘s *x;rmﬁi I mean by national ﬂ:iakéng, k Conilict of interests is
imﬁaﬂiz:ﬁl but, for Codlg #&1&;, lei*s concentrate on the important
tuses. | ‘ ' -

QUESTION: Doctor, after “xzﬁﬁaﬂiﬁg your very fine study and listening
%Q&r excellent mé' zzie;ar presentation, it sppears now that we do have
& probslens, but it ien't a problem that a ot of people have thought it is,

In your gmdfy you have g v&%y excellent action program. You mentioned

=
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in ym presentation that there is & need for leadership. My question
is: Where in the Government, ,&nﬂf?m kind of & mix between the
Executive and the Leglalative Branches, are we going to find the
avtion program that you m advocated being implementsd, and what
is your prediction ﬁté respect to this {mplementation?

DR. PIQUET: m%mm, under our form of government we do have
geparation af é@mm&. for which 1 am very thankful, This has been
véry roportant throughout our history. We have had an independent
Congress. This was the way our forefathers planned it, to prevent
the pogaibility of & dictator arising, Now we are confronted by the fact
that ia the interaational field this ig proving to be a difficult situation,
not oniy peliticatly.

I admire vary much what Mr. Nixon said the other day, and I think
ﬁ;&tﬁanm;r would do the same thing., He said that if elected he would
use the Vice Preaident ag sormething like a prime minister. I would
hope that we might by action of Congress make it possible for the prime
minister 1o take ome m@ﬁwp in thé Congresd, as they do in Britsin,
particularly in fhe international field,

In the 1930's before March 4, 1938, remember the big critietsm
that peuple mim%g ﬁ;s;e the i&”;ziteﬁ Biates had no leaderahip.
Remember? AM that President Hoover was able 1o do—and I have great
respect for ﬁéwieﬁag‘gaﬁ tn exécutive+~as a politician was to pace
the floor, call business med iu,. and pray and hope that things would
87
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improve.
On the morning of March 4, 1938, the whole thing changed,
because a dynamic indlvidusl was up there. Some people think he
was & fourflusher, even today. He was 2 great actor. He was a
great political leadeér. This was demonstrated. He was & poor execuy-
tive. The Presidency s not an executive pesition. The Presidency is
& political im%ﬁrgkip job. A strong President, if he is fortunate enough
to have in the Senate leaders ke we have had in the last few years in
the persons of both Republican and Democratic leaders in the Senate,
and if he is himself forceful and knows how to uge experts, without being
run by his experts, without delegating responsibility to his advisers,
but himeelf making the decisions, will make things happen, and our
chances for this are betier than at any time gince the close of World War II.
That's what I meant before when I snid I was optimistic about this,
There is no formula that I ¢an introduce as to how this can be done,
Remember that both candidates for the Presidency have had good back-
grounds, zood experience in these guestions. Neither one has had
executive-lendership experience, that is true. 1 repeat, the Presidency
is not an executive job, not an administrative job.

" There is every reason to believe that the people who have been deal~
ing with these things legislatively, if they bave youth and if they have
Vigor, can bé good executives in the White House. 1 think that the facts
are clear. For instance, in Congress the other day & proposal was made
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’ that we need mﬁtﬁﬁr eommission at the cost of a million dollars to
giudy the ieﬁiga %;mﬁ’& problem, I was 'ask@d what I thought of it. I
- * said, "On, I've got indigestion.” We don't need more facts. We've
T got all the facts we need, except elose~ups 1n these communities, We
M that. Bul we don't n@# any ‘more fadta than we now have to fake
T action that is necessary internstionatly.
We néed more facts. Of course we do. Ithi nk we cught to have all
. the facig we can ﬁ;nﬂi wach locality in %Bﬁi United Stgtes and how it is
affected by foreigd trade. But that's not what they are talking about.
. %&y are talking abbut mth&r commisgion like the Randall Commission,
whieh would wasie andther yeéar before we do anything. If you want to
. siop action, ﬁ;m i; nothing like & éﬁmmiﬁaiﬂn.
e ? The time has come whm we haveé to decide. 1 thinkf:;:efmdy tike
¥. B Rmzmit, with 5 ﬁgiira;tiw gun at the head of Congress, we would
, " have that mﬁm The Prepidenty is a powerful position. Think of the
power the Pragident hag in h& agapéimﬁﬂtm the power he has over

" W mﬁ radie, Ii*w tremendous, He aﬁuid uge it. And I think sither

"
-5

" one of the candidetes will use it
DR, mmssv Genﬁﬁm% our time Hipit has ¢ome., Dr. Plquet
| hag gmww;i’y wﬁm &a canw to owr several sections. I know there
sre lots #f handy here yetl You will be able to get in some of those
. questions, anyway. 1have here a little booklet that Dr, Piquet did for
$hé Brmkisxgﬁ Inﬂtimﬁm‘ I's ealled "The Trade Agreements Act and

f ¢ 7o ’ 3@
+ -



.

T B “1?:35.5‘ = Foyr

Rk L i I R e G
4

t

i

the National Interest.' Then there im tnis bigger book, “Ald, Trade,
snd the Teriff. © It is delightfully written, and it is still worth putting
into your reading
DR. PIGUET: That's the one I get the royallies on, the big one,
DR. KRESS: Iread the title, "Ald, Trade, and the Tariff.” That
is what I was going to eay. Dr. Piquet said he hag gotten $500 for
& lecture. But he dossn't get & nickel for this one. But if we did pay

.,
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