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clples of the Free Enterprise marker ecor'OlllV,
and It should commend Itself to the eco
nomic consenative no less than to the politi
cal llberaJ.

The members of the Emergency Commit
tee are com'lnced, on the basis of practical
experience, that two-wav international trade
is a powerfUl engine of economic growth. We
have witnessed the effect in our own com
panies and Industries.

For example, among the members of the
Emergency Committee are the nation's
largest aircraft makers, Boeing, McDonnell
Douglas, Lockheed and United Aircraft. One
member company, Lockheed Aircraft Cor
poration, exported $249.3 milllon worth of
products in 1967 and imported only $13 mil
lion. It emplOyed an estimated 8,000 to 10,000
employees In export business that year.

Overall, jet aircraft and parts are one of
the nation's largest exports, totaling $921
milllon in 1967, up from the total of $226
million of five years earlier. In his statement
to this Committee on June 4, Secretary ,"Vlrtz
estimated that 60,000 jobs In the aircraft
industry result from .thls export business.

The simple yet essential truth, Mr. Chalr
muin, is that for many major industries sales
in the world market are frequently the dif
ference between high cost production and
production SUfficient to permit achlevemcnt
of scale economies. and, therefore, markedly
lower casts. The aircraft industry Is but one
example of an industry that would be unable
to achieve economies of scale without access
to international markets.

By the same token, however, this depend
ence on foreign export markets makes their
industry very vulnerabie to retaliation. Our
customers are often governments or govern
ment-controlled entitles. If we damage our
trading partners, they can turn elsewhcre
for their purchases.

My own corporation has a vital stake in
world trade. IBM exported $222.9 million
worth of produds in 1967, compared to $84.9
rniJl10n in 1963. IBM's total net contribution
to the U.S. balance of payments was $353.6
mlll10n in 1967. It is very difficult to estimate
the employment resuiting from these ex
ports. But we do export parts and equipment
from plants In all parts of the country.
THE BALANCE OF PAYMENTS AND TRADE POLICY

As businessmen and responsible citizens,
we are greatly concerned with the weakening
trade balance and with our recurrent bal
lance-of-payments deficits.

An essential question for public polley Is
whether in light of a declining trade surplus
we shoUld continue the trade policy that
seeks liberallzation of barriers to trade, or
Whether we shOUld reverse that polley by Im
posing import restrictions such as the quota
proposals before the Congress, or special im
port taxes.

The business community firmly believe"
that the most feasible answer to the balance
of trade problem is reduction of the size of
the federal deficit. both by cutting expendi
tures and by raising taxes. These steps are
fundamental if we are to control domestic
inflation and thus temper the economic
forces that on the one hand have made im
ports more attractive to consumers and more
necessary ·for the economy, and on the other
hand have made U.S. exports less competitive
in the world market.

We belle\'e that an overwhe1m.lng majOrity
of the nation's businessmen want enactment
of the expenditure cut/tax increase package
fashioned by the House-Senate conference. It
is the essentlai step needed to help restore
our trade surplus, help restore confidence In
the dollar, and improve international mone
tary stablllty.

Domestic price stabillty is clearly impor
tant if U.S. industry is to remain competi
tive' world-Wide.

SPECIAL IMPORT TAXES

Direct measures have been suggested as
necessary to improve the payments balance

Robert Purcell, chairman of the Inter
national Basic Economy Corp. Their
statements include their views on trade
quotas, agreements restricting imports
across-the-board to certain percentages
of domestic consumption, and special
import taxes. I ask wlanimous consent
that the statements be printed in the
RECORD.

There being no objection, the state
ments were ordered to be printed in the
RECORD. as follows:
STATEMENT BY ARTHUR K. 'VATSON ON BEHALF

OF THE EMERGENCY COMMITTEE FOR AMERI
CAN TRADE

Chairman Mills and members of the Com
mittee, my colleagues and I are pleased to
testify here today on behalf of the Emer
gency Committee for American Trade. With
me are Mr. W1JJlam Blackie, Chairman of the
Caterpillar Tractor Company, Mr. T. I. Wil
son, President of Boeing Aircraft, and Mr.
Robert Purcell, Chairman of the Interna
tional Basic Economy Corporation. I am
Chairman of the Board of IBM World Trade
Corporation and am speaking today also as
Chairman of the Board of the Emergency
Committee, and I am also currently serving
as President of the International Chamber of
Commerce.

As Its name suggests, the Emergency COlll
mittee was formed in response to the serious
threat which has recently been posed to the
34-year-old reciprocal trade agreements pro
gram. Our 53 members represent major seg
ments of the manufacturing, banking, mer
chandising and publishing sectors of the
American economy. We did not have time
enough to obtain the approval of every mem
ber for this statement. We do believe that
the views expressed herein accurately express
the consensus of our Committee. They are
based on publlc statements agreed to by
members and on continuing communication
with them.

We have joined together in the Emer
gency Committee-and we are here today
because of our conviction, as businessmen,
that a substantial and growing volume of
two-way trade, based on reciprocity, Is essen
tial to the economic health of the United
States. We are not free trade theorists. We
recognize that some American producers
may be facing unfair competition from im
ports and that some American exporters, in
clUding members of the Emergency Commit
tee, are being discriminated against in for
eign markets. We recognize also that the
Ways and Means Committee Is concerned,
properly so, about the decllne in the U.S.
trade balance.

We hope to deal with these and related
issues stralghtforwardiy and practically. We
belleve that they can be resolved within the
tested framework of a multllateral trading
system and an expanding world economy.

I want to make It clear at the outset that
our eompanies have a tangible economic
stake, amounting to many billions of dollars
annually, in this system. We belleve that for
American industry trade -means increased
sales, profits, and iower unit costs ... that
it means job opportunities for our workers,·
Who are among the best-paid In the United
States and therefore in the world . . . that
trade is a spur to the technological advance
ment on Which America's economic progress
so heavlly depends.

Whl1e we are here frankly to defend our
own economic interests, we belleve that the
national Interest Is llkewlse Identified with
a liberal trade polley. Parenthetically, I
might say that it is regrettable in some re
spects that the reciprocal -trade agreements
program has come to be known as a "Jlberal"
trade pollcy. This Is an adjective that may
lose as many votes as it \\ins. The Important
thing Is that the reciprocal trade agreements
program Is entirely consistent with the prln-

polluted, but to establish the most direct and
effective means of control. It's not to gh'e up
in despair a t snarled transportation, but to
enlist the energies of those most directly
affected in straightening out the snarl.

As we turn away from the old paternallsm
of the 40's and toward the expanded de
mocracy of the 70's, we'll discowr a new
dignity, a new unity, a new stablllty in
America. We'll discover anew tha t this land
is our land, all of us togetller, that its des
tiny is our destiny. We are one nation, to
gether and inseparable, and if that proposi
tion has been tested in these past years,
tested in the fires of our cities, tested in war
and in the bitter debates the war engen
derec1. tested in demonstrations and civil dis
obedience and in the wondering confiict of
the generations, the nation has shown that
it can pass that test. Despite our troubles,
there's a gathering today of the forces that
are going to cement our society back together
again-determined that decency and justice
will prevail, alld determined that reason
shall rule.

Emerson wrote that "governments have
their origin in the moral identity of men:'
Woodrow Wilson told us: "I belie,'e in de
mocracy because it releases the energy of
every human being."

To make its expanded democracy work,
America will need the willing hands of mil
lions of individual people-proclaiming by
their deeds that moral Identity which Is the
rock our freedom rests on. America will need
their involvement. It will need their Ideas
and their energies.

That is why, in this campaign, In this
watershed year, I am asking not Just for
your votes In 1968, but for your continued
help In the next Administration. That is why
I ask not just your support, but also your
enlistment in this great 'adventure that
stretehes before us.

FOREIGN TRADE POLICY IMPERA
TIVES EXPRESSED BY EMER
GENCY COMMITTEE FOR AMERI
CAN TRADE
Mr. MONDALE. Mr. President, on Fri

day, June 14. a panel of members of the
Emergency Committee for American
Trade testified on its behalf before the
House Committee on Ways and Means.
which is now holding the most compre
hensive hearings on foreign trade since
1962. The emergency committee's 53
members represent major segments of
American manufacturing, banking, mer-

-chandising, and publishing firms with
extensive domestic and international
commitments. They derive large portions
of their income from export sales, and
they employ thousands of American
workers in export trade.

The emergency committee points out:
The reciprocal trade agreements program

Is entirely consistent with the principles of
Free Enterprise market economy, and It
should commend Itself to the economic con
servative no less than to the political liberal.

The committee realizes that some
American pr,oducers may be facing unfair
competition from exports, but it believes
that such problems "can be resolved
within the tested framework of a multi
lateral trading system and an expanding
world economy,"

The emergency committee's witnesses
were Mr. Arthur K. Watson, chairman of
the board of IBM World Trade Corp.;
Mr. William Blackie. chairman of the
Caterpillar Tractor Co.; Mr. T. A. Wil
son, president of Boeing Co.; and Mr.
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by Improving the balance of trade. Some ad
vocate that the United States impose special
restrictions on imports. Others have recom
mended a special import surcharge----,some a
border tax on imports With a corresponding
rebate on exports.

The proposal most widely discussed as a
"correcth'e" for a payments deficit is a flat
percentage surcharge on imports. The sur
charge level most frequently discussed is 10
percentage points. Thus, if the duty on com
modity X is currently 5%, a 10',';' tariff sur
charge v;ould bring the total duty up to
15'~ -an increase of n1ajor significance.

The overwhelming majority of the Emer
gency Committee for American Trade is op
posed to a tariff surcharge. An important
reason is the harmful economic effect of
raising costs in an economy that is striving
to remain internationally competitive. Ex
ports would fall because of higher com
ponent costs. Ironically, there is also the
possibility of increased imports of products
made with cheaper foreign raw materials. A
surcl1arge would also mean higher prices to
U.S. consumers at a time when many Ameri
can families are already suffering the effects
of inflation.

Finally, there is the problem of foreign
countermeasures. It is very likely that other
countries would follow with their own spe
cial Import taxes, thereby lowering the level
of international trade but With no net ad
vantage to the U.S. trade account.

Many of the same disadvantages would at
tach to a 2% border tax/export rebate,
Which has also been suggested as a balance
of payments remedy and, more particularly,
as a basis from which the United States
could begin to negotiate removal of other
countries' border taxes.

This is a most complex Issue, having to do
with theories of taxation and the rules of
the GATT. As this Committee knows, GATT
rules permit indirect turnover taxes on do
mestic production to be rebated when goods
are exported, and permit an equivalent tax
to be levied on imported goods. Under these
same GATT rules, the U.S. uses the same
border tax and rebate system to reflect our
own manufacturers' excise taxes, such as
those on tires and tubes at our border.

When the border tax system was conceived
in 1947, it was considered an "equalization"
tax, based on a theory that indirect taxes are
passed on to consumers. The theory of taxa
tion on which the border· tax system was
based is now widely chaIlenged. It appears
obvioUS that indirect taxes are not all passed
to the consumer. In whole or part they may
be absorbed by sellers. It appears equally
obvious that direct corporate taxes, on Which
the U.S. heavily relies, are not completely
absorbed by corporations, as the theory held,
but may to varying degrees be passed on to
consumers in higher prices.

U.S. negotiators have recently opened talks
in GATT to obtain changes in the border
tax. We believe this is the best course of
action at this time. It is difficult to expect
that a 2% charge on imports and a 2% re
bate on exports, such as had reportedly been
proposed within the Treasury, would pro
duce any real impact on our balance of trade.
Although a program of rebate would mean

, cash in hand to our members, we under
stand that many of our major trading part
ners could legally justify additional border
taxes should the U.S. choose this course of
action. Such a course, even though to our
own immediate advantage, would in the end
be self-defeating.

Neither do we think that a border tax or
a tariff surcharge are needed for bargaining
rea..sons, even were our trading partners to
accept such measures without retaliation.
There are existing remedies in U.S. law for
inequities against some American firms and
industries. The countervailing duty law pro
vides protection against foreign imports that
are subsidized. Section 337 of the Tariff Act
of 1930 is intended to provide a recourse for

those firms that suffer because foreign firms
and their U.S. agents or distributors are vio
lating our anti-trust laws. We have treaties
of Friendship, Commerce and Navigation
with most countries, treaties that prOVide
that unfair trade practices, and discrimi
nation in other matters such as investment,
shall be removed. We have an anti-dumping
law designed to curb the se1I1ng of foreign
goods in this market at prices below those
in the home market of the exporter, A na
tional security provision in the 1962 trade
act provides for an investigative procedure
and special import protection when a sound
case of national defense essentiality is made.
We furt·her have in the 1962 trade act an
escape clause and adjustment assistance pro
cedure. Finally, we have the provisions of
the General Agreement on Tariffs and Trade,
rules that give us rights to take action
against foreign trade practices that violate
our rights. No doubt these mechanisms can
and should be employed more vigorously. But
we SUbmit, Mr. Chairman, that they prOVide
a very strong basis for protecting ourselves
from injurious foreign practices that are felt
by our businessmen both here and abroad.

Mr. Chairman, what concerns us as busi
nessmen about both types of special import
charge is not only the likely harmfUl im
pact on our trade, but, equally, the impact
of an international trade "war" on U.S.
business operations overseas. It is vitally
important to this country that the climate
for U.S. foreign investments be as healthy
as possible.

The proflts of American owned businesses
abroad strengthen American flrms and the
American economy. These foreign business
operations are in a sense the hostages of
foreign governments. They operate under
host country laws, and they depend on a
favorable business climate in those coun
tries. Foreign hostmty toward American
firms would be one the first results of a
trade war started by this country. There are
a number of ways in which this host111ty
could be expressed-none of which would
be helpful, I have in mind such devices as
government taxes and licensing policies that
could be used to discriminate against eXist
ing and prospective U.S. Investments.

The diminishing strength of the balance
of trade is a serious problem. Putting' our
own domestic economy in order is the over
riding corrective measure. Other measures
such as vigorous diplomatic representations
on behalf of U.S. interests are in order. The
offer of sixteen of our major trading part
ners to accelerate their Kennedy Round
tariff cuts has been encouraged by our Com
mittee in direct contacts with overseas busi
ness organizations. While the present offer
is conditional on certain U.S. actions that
may prove unacceptable, it is in the right
direction of multilateral solutions to do
mestic problems.

ORDERLY MARKETING AND EQUITABLE TRADE

The nation's balance of payments prob
lem and the weakness of the trade account
have been used by the proponents of trade
restriction as acompe1l1ng reason for the
more usual types of trade restriction. In a
time of balance of payments crisis, national
economic polIcy should help create a more
competitive domestic economy. Proposals for
import "ceilings" and quotas are inherently
anti-competitive devices, the opposite of the
type of measure that should be taken.

For these general reasons, the Emergency
Committee for American Trade objects very
strongly to the restrictive trade formulae in
what are called "orderly marketing" or
"equitable tra'de" bills. A notable example of
these, H.R. 16936, would autoIr'.atlcaUy im
post quantitative import limitations on the
basis of simple arithmetic formulae. In effect
this "omnibus" approach to import restlic
tion employs the quota dev-lce, but in a dis
guised form. Without prior proof of injury
to domestic industry, import ceilings would

be Imposed based on rates of growth of im
ports, variously calculated, over varying time
periods, and in different regional markets.

The application of these formulae would
be an administrative nightmare. Experience
with the operation of present import quotas,
on cotton, textiles, all and sugar, and the
like has proved the diffiCUlty of administer
ing an import quota program and the Im
possibility of fairly allocating the quota.
among different domestic consumers and for
eign suppliers.

Perhaps the greatest danger of the "omni
bus" quota, or "eqUitable" trade approach is
Its rhetorical appeal. Its proponents argue
that, in contrast to an inflexible quota, tlle
"ceiling" approach would permit imports an
assured growth as rapid as that of domestic
consumption of particular products. They
would hope to put aside the possibility of
foreign retaliation by claIming that the ceil
ings would not actually "cut back" imports,
but that they would merely aIlow "equit
able" growth In tune with the rest of the
market.

These arguments on their face sound rea
sonable and fair. But such market control
devices have no precedent in the domestic
economy, and they should not. As Ameri
can businessmen, we believe that the so called
orderly trade approach to competition and
the marketplace is the antithesis of the com
petitive philosophy and attitUdes that have
made this economy the richest and most pro
gressive In the world.

QUOTAS

A major concern of the Emergency Com
mittee are the many quota proposals now
before Congress. It is not possible to explore
here the problems· of each commodity for
which there is a quota proposed. Invariably
each case for protection from foreign compe
tition has different characteristics and
causes.

Some firms or even Industries may have
some major problems which make them vul
nerable to import competition. We do not
ignore factors that make import competir
tion unfair and disruptive. Our purpose is to
find ways to make adjustment to competi
tion easler, and to remove unfair trade prac
tices, either through the application of exist
ing statutes, the creation of new statutes, or
by changes in. or creation of, new interna
tional rules.

The Emergency Committee's view Is that
quotas are a negative, self-defeating form of
response both to problems of competition
and to problems of unfair trade practices.
By their nature, quotas reduce incentives to
modernize, to cut costs, to increase produc
tivity and output-the essential underpin
nings of our high standard of living and
wages. T11ese forces would be weakened be
hind a shield of government restrictions
which operate as subsidies. In the long run,
our economic growth and high standards of
liVing depend on the ability of efficient indUS
tries to compete in our own and in world
markets, and we believe that trade legisla
tion and policy should be directed to this
objective.

Mr. Chairman, I have visited Europe sev
eral times in recent months, as well as Latin
America. The leading businessmen I talked
to in each country are all concerned with our
balance of payments problem and with the
prospect of trade restrictions here. To a man,
however, they believe that restrictive actions
by the United States would initiate a com
petitive series of restrictions in their own
countries, with everyone a loser and no one
a winner.

LOW-WAGE IMPORTS

Let me touch on employment. Some so
phisticated exponents of Import protection,
using a computer analysis, have attempted
to demonstrate a direct causal relationship
between imports and labor displacement be
tween 1958/60 and 1964, particularly in what
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are called low-vlage industries. At this point
in our statement I will state only that our
own analysis shows that rising productivity
was a much more important cause of the loss
of jobs in tl1ese industries than was the rise
in net imports. Furthermore, from 1964 to
1966 six of the nine industrIes Which are
claimed to have suffered most fr,.m Import
competl tion actually showed increr ses in em
ployment because of a vigorous rbe in theIr
sales.

We are prepared to discuss this in more
detail.

OBJECTIVES FOR AMERICAN TRADE POLICY

As a generai objective, we believe that the
continuing thrust of U.S. trade policy must
be reciprocally and progressively to reduce
trade barriers of all kinds. Though the Ken
nedy Round succeeded in reducing the aver
age tariff ievels of most major industrial
countries to quite low levels, many high
rates remain to be dismantled.

But tariff reduction should no longer be
tl1e principal objective of trade policy. That
objective must be a new effort to document
and progressively elimInate "other-than
tariff" barriers to trade. These barriers, along
with the traditional tariffs and quotas, can
both impede trade and greatly distort trade
patterns.

FAIR COMPETITION POLICY

Our experience in world markets leads us
to the firm recommendation that we begin
now to lay the foundations for a "fair com
petition policy" that would achieve a sub
stantial degree of commonness in the en
vironment in which international business is
transacted. The objective of this policy
should be to create a code or series of codes
that would establish common norms and
standards.

The new International Antidumping Code
is an exampie of the type of internationai
agreement that I have in mInd. Without at
tempting to judge the technical question of
whether or not the U.S. antidumpIng law
and the InternatIonal Code are in conflict,
we believe that the Code is a positive step
forward and indicates the direction towards
Which policy should aim.
STRENGTHENING THE CONDUCT OF u.s. FOREIGN

ECONOMIC POLICY

If the United States is to cope fUlly with
trade problems and is to be able to effectively
encourage creation of a wurld program for
fair economic competition, thought should
be given to improved administratIve mecha
nisms for the conduct of trade and related
foreign economlc policies. A minimum re
quirement is to make permanent the Office
of the Special Representative for Trade ~ego

tiations and to strengthen its ability to han
dle the many complex foreign trade and corr:.
mercial issues that dally confront it. Beyond
this, we suggest that this country begin to
plan for eventual creation of a foreign eco
nomic policy agency With Cabinet status.

We suggest that the Ways and Means Com
mIttee give thought to this proposal in fram
ing new legislation.

ADMINISTRA'IION TRADE BILL

The proposed 1968 Trade Expansion Act is
necessary at this time for a number of rea
sons. The so-called "housekeepIng" authOrity
it contains will simply allow the President
to use the tariff cuttin~~uthority ieft over
from the 1962 Trade Expansion Act to con
duct properly the natIon's commercial rela
tions, It would also give the President the
bargaining power he might need to conduct
negotiations to correct special prOblems aris
ing between the United states tnd one or
several of its trading partners. I:;,ls our un
derstanding that the Administrat. 111 has no
intentions or plans to enter into ,11Y broad
scale tariff negotiations should "~~e house-
keepIng authority be granted. "

A major problem of the Kennedy Round
was the American Selling Price (ASP) sys-

tem of customs valuation, a system which
permits dutIes on four kinds of imports to
be based on the U.S. price of the competi
tive product, rather than the actual price of
the import itself. Though essentially it is a
tecllnical problem of Import valuation, ASP
is a choice example of a non-tariff barrier
to trade. Administration spokesmen have dis
cussed at length the nature of the ASP s~'s

tern, and spokesmen for those who oppose
change in the present system wlll no doubt
exhaustively explore the technical aspects of
this method of customs valuation in days
to come.

\Ve can only make some general observa
tions l1ere. First, in my post as President of
the International Chamber of Commerce, I
talk regularly \\ith businessmen abroad. I
have been deeply impressed by the extent to
which foreign businessmen see the American
Selllng Price system as a major impediment
to trade relations, as a symbol of the dUn
culty of competing In the AmerIcan market.
I am convinced that the American Selling
Price, unless modified to conform to the
standard methods of valuing imports,will
impede further meaningfUl progress in re
moving foreign non-tariff barriers, and cre
ating conditions of faIr competition in world
trade by eliminating restricti\'e business
practices.

It is very difficult for one group of busi
nessmen to suggest remedIes for another. We
do not wish to be in that position, and would
merely rest our comments about ASP on
these thoughts: uniformity of commercial
practice is a partiCUlarly desirable objective
in international business; the ASP system
itself has outllved the conditions that made
it desirable in 1922 as a measttre to encour
a.ge development of the then "infant" ben
zenoid chemical industry; ASP stands in the
way of really meaningful future liberaliza
tion of world trade through removai of the
other-than-tari1J restrIctive trade practices of
other countries.

The proposed trade b111 would also author
ize annual appropriations to finance the U.S.
contribution to the bUdget of the General
Agreement on Tariffs and Trade, We support
thi~ proposai, because we believe that in any
meaningful effort to establish Uniform world
competition ruIes the General Agreement on
Tariffs and Trade would likely be the prin
cipal instrument through whIch to achieve
this objective.

CONCLUSroN

We have tried to demonstrate the nature
of our economic stake in a freer trade pol
icy. We believe that restrictions such as
quotas and orderly marketing ceilings are
unwarranted and inconslstent with a free
enterprise economlc system. We believe that
the balance of trade problem must be met
by fundamental U.S. economic policy meas
ures, rather than by measures of external
control. We are convinced that any advan
tage the United States attempts to gain
through restrictionist schemes will be more
than wiped out by retaliation from our trad
ing partners.

For the future, we recommend :hat a pol
icy of fair competition In world trade be
formulated and implemented appropriately,
and that primarily in thIs way problems Of
unfair foreign trade practices be correct·ed.
The President's trade proposals would b", a
first step forward.

STATEMENT BY ROBERT W. PuRCELL, CHAIRMAN
OF THE INTERNArIONAL BASIC EcONOMY CORP.

Mr. Chairman, my name 15 Robert W. Pur
cell. I am a member of the Emergency Com
mlttee for American Trade. For the past
several years I have been officially connected
with the International Basic Economy Cor
poration successively as PresIdent, Chairman
of the Board of Directors, and most recently,
Chairman of the Finance Cornm1ttee. This
corporation, generally referred to as mEC, is
engaged in a number of business activities

specifically designed in part to contribute to
the economic development of iess developed
countlies on a private enterprise basis, To
that end, we have business activities in some
18 countries whIch are classified as less de
veloped and therefore the object of aId and
support in line wIth our Government's om
cial foreign polley.

Through this network of business organi
zations, we are in close contact with these
countrIes' business leaders, professional men,
politicai leaders, and others engaged in all
walks of life. The first point I wish to make
here this morning is that the people in these
less developed countries view \\ith great
alarm any move by the Government of the
United States which will tend to decrease
world trade and the abllhy of these coun
tries to participate in it. They frankly fail to
comprehend any policy of the United States
which, while giving financial aid to them on
the one hand, will, on the otller, impair their
ab1llty to export their products through
world trading channels to the United States.
They point out that when other industrial
ized countries retaliate agaInst U.S. protec
tionism by erecting trade barriers of their
own then their export trade would be ad
versely affected elsewhere in the world. I sub
mIt, Mr. Chairman, that the adoption here
of protectionist measures would be a sad step
backwards in our continuing endeavors to
maintain good relations between this coun
try and the developing nations of the world.

The second and final point I Wish to make
this morning, Mr. Chairman, reiates to a
question that is frequently used to arouse
the emotions-the effect of imports on jobs.

It has be,en argued, frequently and vig
orously, that American industry needs pro
tection against imports so that our people
will not lose their jobs. We all understand
the seriousness of such a charge. But I must
say that this argument sounds a bit strange
today, considering that the national unem
ployment rate 15 now down to 3.5%, that
experienced wage and salary workers have
an unemployment rate of 3.2%, and that
unemployment among married men is down
to the extremely low level of 1.6%. We have,
in, fact, a sItuation· that has edged beyond
~ull emplo~"1Ilent toward one of over-employ
ment, and the resulting labor shortages are
a significant force behind our current infia
tionary problem.

This is not to deny that high unemploy
ment rates continue to exist in certain areas
and among certain groups in our economy.
Everyone is aware that there is considerable
unemployment among the young, among
Negroes, in depresseed areas and in the
ghettoes. The question at issue, however, 15
Whether or not import quotas or simIlar
devIces will actually improve the employ
ment situation for these people. We find no
compelling evidence that it will. If we are to
solve the unemployment problem that now
exists In various pockets in our economy,
the tools used are going to have to be the
kind that can be applied directly to the
problem where it exists. General tools, like
import quotas covering entire industries, w111
not do this job and will give us more infia
tion. Furthermore, it is erroneous to think
that industries or even particular enter
prises protected by quotas will provide real
solutions to the problems of unemployment
and poverty. What they would do is trap
people in low-paying jobs and \irtually guar
antee continuation of their status as low
\\tage \vorkers.

In 1966, in testimony presented to a
subcommittee of the House Education and
Labor· Commlttee, this Job argument was
offered in a slightly different form by the
Trade Relations Council. It was based on
a computer analysis of data on employment,
imports a.nd exports for certain U.S. indus
tries. A key table in that analysis covered
35 industries, all of them at the rela tively
small four digit Standard Industrial Classi
fication code level. The 35 industries were
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labor-intensive; all 35 showed a decllne in
employment from the average for 1958-60 to
1964; and all showed an increaEe In net
imports over those same years. The implica
tion was plain. Imports were presumably
causing the decline In emploJ'ment, and the
decline v. as particularly ban because labor
Intensive industries offer many of the begin
ning jobs for people with low skills.

'The 35 Industries Involved had lest a little
oyer 200,000 jobs over the period inyolved.
About ~4 of this loss was concentrated In 9
of the 35 industries. Our econemists ex
amined these nIne Industries. Our analysis
showed tllat most of the jobs involved were
lost because of a rise in productivity in the
Industries involved. Imports had nothing to
do with the loss of most ef these jobs. It is
true that imports exceeded exports by a
greater margin in 1964 than 1958,60 in every
one of the nine Industries examined, but the
rise in net Impurts accounted for only a
small fraction of the actual clecilne In jobs.
In Poot'Near, where the job decline due to
imports was greatest, 3,450 out of 12,764
production worker jobs lost could be traced to
imports. However, In Sawmills and Planing
Mills only 2,053 out of 42,133 could be traced
to imports, and in Bakery Products only 117
production wcrkers jobs out of a total of
18,713 jObs lost could be attributed to im
ports. The implication that Imports caused
most of the job losses is erroneous. While the
less of even one job can be a personal tragedy,
even this must be offset against the 2.9 mU
llen American jobs based 011 exports which
are at hazard when we consider protectionism
and the retaliation it would provoke.

One last point is worth making about the
nine industries that were analyzed. During
1964-1966, six of them showed employment
increases, and the others showed a reduced
rate of job loss.

Details of our analysis are avaUable If the
Committee would like to pursue this question
further.

I want to thank you for this opportunity
to present by views.

STATEMENT OF WILI,IAM BLACKIE, CHAIRMAN,
CATERPILLAR TRACTOR Co.

I would like to support the position of the
Emergency Committee-by appealing for
Protection-for protection of the jobs of mil
lions of Americans who earn their living
through ali the manufacturing and com
mercial processes Involved in exporting from
theU.S.

In total, I am informed that such employees
far exceed any number that could possibly be
harmed by any increase in imports; and I
presume that one of the important objectives
of our trade policy should be net advantage
to us in terms of employment.

Using my own employer, Caterpillar Trac
tor company, only for pragmatic lIlus
trative purposes: we expect our exports this
year to exceed $500 million (and hopefUlly
to make a contribution of about that
amount to the U.S. balance of payments).
That will be about one-third of our total
sales and on the basis of a U.S. employment of
more than 48,000 we estimate that about
15,000 of our people owe their jobs to these
exports.

(As I observe the constitution of this com
mittee's membership, I might perhaps inter
ject here the information that the greater
proportion of our work force Is engaged in
I111nols, and it is no coincidence that Cater
pillar is both the largest employer and the
largest exporter in that state. Other employ
ment is located at our plants in California,
Iowa, Ohio, Pennsylvania, and Wisconsin.)

(In a further digression, it might not be
wholly inappropriate to mention that $500
million is roughly one-half of the adverse
balance of trade for the entire U.S. steel
industry, and when that Industry decries the
paucity of its exports it generally seems t<l
overlook the fact that Caterpillar Rnd steel-

user3 like it are, in elIect, its export depart
ment.)

These results have been attained gradually
over a number of years and we believe we
can carry them forward further provided that,
In addition to the hazards at home, we are
not handicapped by a reduction of oppor
tunity to sell into other countries by reason
of restrictions imposed by their goyermnents.

In every developed country, just as in
ours, there are industries that would rather
operate under the shelter of some form of
protection than face up to the rigors of
open competition. And again, just as in our
country. those industries are locking for e';ery
possible opportunity to jUstify a claim for
protection from their external competitors.

Not unexpectedly, the arguments oft'ered
in support of their claims are about the same
as those advanced here-fuller employment,
defense essentiality, balance of payments
betterment, etc. To be sure, none can claim
harm from "cheap American labor." Instead
they claim to be the sulIel'ing victims of the
"technological gap" between U.S. Industry
and theirs. They want, in elIect, to be pro
tected from our skills-from those profi
cients Which have made It possible for Amer
Ican industry to pay higher wages and still
be competitively effective In world markets.

Among the opportunities which could be
created for such claims by foreign industries,
and for responsive actions by their govern
ments, would be any action on the part of
our government to restrict their imports into
this country. After years of multilateral reci
procity In the progressive expansion of inter
national trade, we would be faced with a
variety of unUateral retaliatory measures
leading to a regressive restriction of both
International trade and internatlonl
competltion.

In the beginning, the battle would be
fought on the grotlllds of price. But price is
only one of the elements in the competitive
discipline. In the long run it Is likely to be
superseded by the more important element
of innovation-of invention--<>f ideas. COUld
it be entirely accident or coincidence that,
in American industry today, those exports
whicll are contributing so gratifyingly to our
balances of trade and payments are, for the
most part, being made by industries which,
on the one hand, have had littie or no pro
tectlon from .foreign· competition and, on
the other hand, have produced a dispropor
tionately large contribution of innovation
and enterprise.

Mr. Chairman, gentlemen, in any competi
tive situation, the way to win is to avoid
the creation of conditions under which one
wlll lose. In my Judgment we cannot retreat
our way out of our present predicaments. We
must continue the advances made by our
predecessors. We are in good position to con
tinue the move forward, expanding our em
ployment, increasing our tax base, strength
ening the value of our dollar, and contribut
ing more than ever to the welfare of that
troubled world in which we hold such a re
sponsible, leadership position.

STATEMENT OF T. A. 'WILSON, PRESIDENT, THE
BOEING Co.

Mr. Chairman, we appreciate having the
opportunity to appear before this Committee
to express The Boeing Company's belief in
the importance of freer world trade-not just
its Importance to the commercial jet trans
port Industry-but, more Importantly, to the
trade balances of the United States.

We view the expansion of world trade as
being vital to the economic well-being of
this nation. Unilateral or more severe import
restrictions, in our view, would invite re
taliatory trade restrictions which could se
riously injure the United States, its con
sumers, the economy and business and labor
generally.

With respect to labor, In his statement to
this Committee on June 4, Secretary Wirtz
estimated that 60,000 jobs in the aircraft

industry result directly from export business.
In our company alone, today, we conserva
tively estimated that our foreign sales ac
count for 15,000 of our employees. Since we
SUbcontract approximately one-half of our
work a comparable number of people would
be employed by our subcontractors.

Now, Mr. Chairman, despite foreign gov
ernment monopolies, subsidies, and other
competitive advantages, the United States
commercial jet transport manufacturing In
dustry has sold and delivered to foreign cus
tomers one-third of ics total output since
the beginning of the jet age in 1958. Since
1953 the~e exports have averaged more than
$300 million annually. Por the last three cal
endar years, the average has been more than
$500 million annual;y. The Immediate future
looks even better. Market forecasters are esti
m,.ting a foreign market for commercial jet
transports averaging $1 billion a year during.
the next decade. Conversely, imports by
United States airlines of jet aircraft have
totaled $200 million since the beginning of
the jet age.

A remarkable penetration of the world
market has been achieVed, with United States
manUfacturers capturing about 70% of total
sales of jets to foreign airlines. However, the
Imposition of addItional United States im
port barriers could reduce the demand for
our products. In the long run, such action
might further encourage certain foreign
countries to support their airplane manufac_
turing Industries in the development of com
petitive products that could reduce signifi
cantly the United States' share of the world
market.

The demand for United States jet trans_
ports by the world's airlines is directly af
fected by the extent and trend of world
trade. It is generally accepted that the ease
of long range travel created by jet aircraft
has stimulated and in turn is stimUlated by
international trade.

Because of the critical status of the coun
try's balance of payments position, a United
States Government position reaffirmed Its

,support of freer world trade is considered to
be most important. We bel1eve that the
United States should continue its lead in
demonstrating to the world that free trade
is the cornerstone of the economies of free
nations. Certainly, no country has more to
lose from pursuing the dangerous policy of
restrictlng trade than the United States of
America.

The simple, yet essential, truth, Mr. Chair
man, is that companies in the forefront
technologically need world markets to re
main competitive. Sales in the world market
are frequently the dllIerence between high
cost production and production sufficient to
permit achievement of scale economies, and,
therefore, markedly lower costs.

By the same token, however, this depend
ence on foreign export maxkets makes our
industry extremely vulnerable to retalia
tion. Our sixty foreign customers include
governments and government controlled en
titles. As an example, three of the largest
are British Overseas Airways Corporation,
Air Prance and LUfthansa of West Germany.
The first two (BOAO and Air France) are
wholly government owned and the third
(LUfthansa) is about 75% government
0"¥1ed. In I1ght 'of such government-airline
relationships, it would seem likely that,
should the United States institute trade re
strictive actions, the governments of the
countries alIected might be incllnedto fur
ther support foreign airplane companies
whose products presently are not generally
competitive with those produced in the
United States.

0',

RICHE.RD NIXON STANDS TALL
.~ND STATESMANLIKE

Mr. HRUSKA. Mr. President, the cam
paign for the Presidency continues, and


