THE FUTURE OF U.S. FOREIGN TRADE POLICY

TUESDAY, JULY 11, 1967

Conaress or Tite UNITED STATES,
Suscommrrree o Foreien Econoaic Poricy,
JointT Economic COMMITTEE,
Washington, D.C.

The subcommittee met at 10 a.m., pursuant to notice, in room 1202,
New Senate Office Building, ITon. Hale Boggs (chairman of the sub-
committee) presiding,

Present: Representatives Boggs, Reuss, and Widnall; and Senators
Symington, Javits, and Miller.

Also present : John R. Stark, executive director; John B. Hender-
son, staff economist ; and Donald A. Webster, minority staff economist.

Chairman Bosas. The subcommittee will come to exder.

The Subcommittee on Foreign Economic Policy of the Joint Eco-
nomic Committee today begins a series of six public hearings on “The
Future of U.S. Foreign Trade Policy.”

The recent conclusion of the Iennedy Round negotiations—the
sixth round of the GA'T'T trade negotiations—provides an opportunity
for taking stock of our position on trade policy. It is fitting that the
reassessment be undertaken by this subcommittee, which was set up in
the 87th Congress, just over 6 years ago “. . . to conduct studies and
hold hearings on such subjects as trade, trade agreements, interna-
tional investments, U.S. imports and exports, and U.S. foreign aid.”
It was this subcommittee, you will re *al{, whose first major work was
the review of trade policy that preceded the enactment of the Trade
Kxpansion Act of 1962,

Now, a few days after the expivation of the special powers granted
to the President of the United States by that act, we welcome as the
lead witness in these hearings the President’s Special Representative
for Trade Negotiations, Ambassador William M. Roth.

In the long and arduous debates of Geneva, in crisis after crisis
down to the final hours of negotiation, Ambassador Roth has acquitted
himself well. His talents of persistence and patience, and even on cc-
casion his temper, have been applied to further the interests of the
United States in a liberal trading world. .

In expressing our appreciation to Ambassador Roth for helping
to bring the Kennedy Round negotiations to a successful conclusion,
I find a suitable occasion to pay tribute to his predecessor, the late
Governor Herter, who did so much to focus our attention on the need
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4 THE FUTURE OF U.S. FOREIGN TRADE POLICY

for expanding and liberalizing world trade. The public service of
Governor Herter in many different oflices makes us mindfnl that the
life of the Republic gains its strength from the dutiful eflorts of men
like him.

The end of the Kennedy Round is a cuitable aceasion for a reevalua-
tion. These hearings ave certainly timely. They are also necessary. We
must make a prompt beginning ¢ a review of our thinking on issues of
foreign trade. It is a matter of great importance how the Congress
will form its ideas on trade policy. And we hope and expeet that this
initial set of hearings will lay the gronndwork.

Let me repeat a statement in 1961 by George Ball who was then
Under Secretary of State. In an address to the National Trade Con-
vention, he said:

I have been awawe of & measure of agreement. rarvely found in these esoterie
circles—agreement on the fact that we are coming to the close of a familiar era
in our world trading relations and entering another that isx not familiar at all

Some see this new phase as filled with opportunity and challenge. Some, on
the other hand, are apprehensive, But few question the proposition that per-
vasive change will be the dominant chariacteristic of the years that lie ahead.

That, it scems to me, is still our situation,

So, in meeting this situation, we look back with the intention of
guiding our aims in the future. OQur purposes on this subcommittee
should be—

to examine the past, not to find errors, but te take stock and
learn our lessons well;

to try to foresee the changes rhat ave imininent and to direct
our efforts accordingly;

to persuade the United States to dispense with policies that are
anachronistie, or which cater to outmoded demands, and to rein-
force our efforts to achieve significant and necessary advances in
the international commerce of nations, and of the United States
in particular;

to deal plainly with the special interests of our own country
in agriculture and industry, while always remembering the pri-
mary importance of the general public interest;

to give our negotiators the basis for firm and flexible bargaining
with our trading partners in other countries and through agen-
ciessuch as GA'T'L; and, finally, i

to keep censtantly in mind the interdependence of the trading
world and the need to maintain ite growth and prosperity, which
vepresents for us all the best protection.

We are very happy to have so many of the members of the subcom-
mittee here with us this morning.

I want to thank the members of the staff who have worked very
hard in putting together these subcommittee hearings, including ihe
papers that have heen prepaved and edited which are available to
the members of the subcommittee as well as others.
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Mr. Ambassuador, we are very happy to have you here this morning.
I am reminded. however, that Senator Javits has a statement that
he would like {0 present at this time. We will now hear from Senator
Tavits
L2 XY .

STATEMENT OF HON. JACOB K. JAVITS, A U.S. SENATOR FROM THE
STATE OF NEW YORK

Senator Javirs. Mr. Chairman, T had the privilege of visiting Ge-
neva, and so 1 have some concept of the earaordinary work that has
been done in this particular area by Ambassador Blumenchal and
Ambassador Roth. I ask unanimous consent to include in the record
a list of the personnel who worked on these various negoliations 4s a
part of the U.S, delegation. It is a fairly extensive list, Mr. Chairman,
But too often Americans who render such extraordinary service and
such arduous service as was rendered here go absolutely unnoticed and
unknown, and I think that ts wrong. And with the Chair's permission
I would like to inctude those names in the record, and express ny feel-
ing of respect and appreciation for the extraordinarily gifted service
which was shown in this case which is so critically important to the
security and prosperity of our Nation.

Chairman Boaes. Without objection, the names will be included.

Senator Javirs, I thank my colleague.

('The list veferred to follows:)

LxecuTIvE OFFICE OF THE PRESIDENT,
OFFICE OV THHE SPECIAL REPRESENTATIVE

FOR TRADE NEGOTIATIONS,
July 12, 1967.

KENNEDY ROUND PARTICIPANTS: WASHINGTON
OFFICE OF THE SPECIAL REPRESENTATIVE  DEPARTMENT OF LaABOR

Ambassador William Roth George Weaver

Philip Berlin Harry Welss

;l,l::ml?fsd(ég:es DEPARTMENT OF AGRIOULTURE

Walter Hollis John Schnittker

Selma Kallis Raymond Ioanes

Louis Krauthoff Howard Worthington

g“ rald ?g"mgrﬁg DEPARTMENT OF TREASURY
CInard Norwo Winthrop Knowlton

P\t{{;fft"}};(":g:“"z James Hendrick

Mary Jane Wignot DEPARTMENT OF INTERIOR
Leonard Wilson Harry Shooshan

John Rehm
DEPARTS 5 TARIFF COMMISSION
EPARTMENT OF JTATE Paul Kaplowitz, foriner chalrman
Anthony Solomon
Joseph Greenwald
Deane Hinton

DEPARTMENT OF COMMERCE

Secretary Trowbridge
Robert MceNeill
Allen Garland
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KENNEDY ROUND DELEGATION: GENEVA

Government agency

Ambassador W. Michael Blumenthal . _____________. STR (State).
OFFICERS

Adams, Leason Bo.oo. .. ———————— e Tariff Commission.

Arundale, JOSePN e Interior.

Barton, Bernard- oL Tariff,

Birkhead, James Wo_ ... Agriculture.

Brewster, Helen o oo e State.

Brosnan, Anne. ., STR (Commerce).

Cruit, Anthony N__ . Agriculture.

Drew, Joseph €. Commerce,

Fade, Mabel e Commerce.

Fellman, David_ o . Commerce.

Fernandez, Kenneth o e, Cominerce,

Hamerschlag, Robert STR (Commerce).

Hart, Willlam T . Tariff,
Hirabayashi, Martin. .. STR (State).
Howe, Jeanne________ Comrnerce.
Jones, Dallas_____ STR (State).
Karpoff, Edward. e Agriculture,
Kelly, William B__ . ________ .. Cominerce.
Kilgore, Lowell P . Commerce.
Kirk, Northrop. o STR (State).
Yaw, Dana. o e Tariff,

Lee, Rodand. . e Tariff.
Lewis, James H o e e STR (State).
Lord, Winston.._ . __ STR (State).
MacHatton, John e Tariff.
Martin, Edward E Tarifr.
Montgomery, Frederick. .o, Commerce,
Musrey, AIred (3 o e e Tariff,
Nelson, Donald M., Jr e "Tariff,
Pappano, Albert B STR (State).
Pinkney, ANNe. . oo eems STR (State).
Preeg, Ernest . e e State,
Pritchard, Norris T e Agriculture.
Riegert, ThOmAaS . ce e e e STR (State).
Sacchet, BAWATA - - - o, STR (State).
Sanders, Walter L. e Tariff,
Simons, Thomas W., Jr e ———— STR (State).
Starkey, James o e Agriculture,
Steward, John W e e Agriculture.
Sunderland, Lawrence Boco .. . Tariff,
Thoreson, Mrs. Musedorah. ... s State.
Thuroczy, Nichola8 M. .o Agriculture.
Travis, Herman o e Labor.
Twaddell, James__ STR (State).
Vaughan, Halo oo, USIS.
Vernon, Mrs, GlOrifa e oo e Labor.
WIgRINS, GUY o e e STR (State).
Wolff, Brnest .o —— _. Tarift.
Worthington, Courtenay .. e o STR (State).
Worthington, Howargd Yoo Agriculture.

Zaglits, OSCAL e e State.
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SECRETARIAT
3auer, Henri F. Lacock, Rohert A.
Boone, Dorothy. Lineberry, Betty Sue.
Burton, Martha Jo. Lini, Arleer.
Chamberlain, Mary. Marshall, Janet.
Compton, Mrs, Esther G. Martinichio, Deanne.
Durkin, Mary. Odom, Allene.
Dvorken, Doris. Paraschos, Christine,
Funyak, Barbara. Pfromer, Joanne.
Greenstreet, Mrs. Virginia. Rockymore, Jean.
Hartman, Becky. Samora, Barbara.
Heisey, Patricin. Sharpless, Mattie.
Holloway, Irene. Slaughter, Evelyn P,
Hoyenga, Patricia. Sondheimer, Rernice.
Hughes, Mary. Velarde, Margaret,
Jahn, Carolyn. Williams, Jesse,
Jazynka, Mrs. Jane. York, Mrs. Ethel.

Knebel, Mrs. Jerry W,

Senator Javirs. I have a very brief statement.

The hearings which are about to start are of the greatest national
importance as they can set the tene of congressional and national mood
toward the results of the Kennedy Round and toward future trade
legislation. OQur chairman, Representative Hale Boggs, is to be con-
gratulated for the excellent care with which these hearings have been
lf)repared and for the outstanding witresses who are to appear be-

ore us.

It wonld be the greatest folly to interpret the relative quiet with
which Congress and U.S. industry have thus far reacted to the results
of the Kennedy Round as an indication that these results will be
readily accepted. We are about to face a major congressional battle on
the agreement reached in Geneva on chemicals and the American
selling price. The Senate Finance Committee is considering “legisla-
tive oversight” hearings involving the Trade Expansion Act and other
trade legislation. I would be surprised if the agreement on an inter-
national antidumping code would be accepted by all. This happens to
be something which is of very particular interest to me, as I have urged
such a uniform code, and have introduced a resolution to bring it about.

Unless forces favoring trade liberalization are ready to go into
battle in defense of the principle of trade liberalization on every one
of these issues, much that has been gained over the past 4 years as a
result of the heroic service of the team led by Ambassaders Roth and
Blumenthal—and one cannot, Mr. Chairman, speak of this matter
withont the highest tribute to our former colleague in the House,
Christian Herter, with whom both Congressman cf}oggs and I, and
Congressman Widnall, served in the House—much of the gain which
has been established could be lost. And, let’s not kid ourselves—unless
we have the full support of the President the chances of resisting self-
interest and protectionist forces will be small. ‘

There have been news reports that the White House is preparing new
intevim trade legislation and that a bill will be sent to the House by the
end of the month. Such legislation is essential to show the President’s
determination that this country will continue on the path we have
followed since the end of World War I1.
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And I hope that Ambassador Roth is preparved to give us some con-
cept of the President’s proposal either at this or some subsequent
hearing.

There are several key elements that in my judgment should be con-
tained in any interim trade legislation proposed by the President—
and I emphasize the word “interim,” as I will explain in a minute.

First, the American selling price (ASP) system should be repealed,
if the package deal on chemicnls proves on close examination as bene-
ficial to the United Statas as present information indicates. The elim-
ination of ASP on the part of the United States would bring with it a
snbstantial reduction of European tariffs on chemicals we export, to
them and also the reduction of several nontariff barriers discriminating
against American cars, tobaceo, and canned fruit.

Second, the adjustment assistance provisions of the Trade Expan-
sion Act of 1962 should be liberalized along the lines of the adjustment
assistance provisions of the United States-Canada auto agreement
but with the U.S, Tariff Commission retaining its factfinding powers
as at present.

Thivd, the President should he given powers to undertake negoti-
ations on nontariff barriers. With tariffs becoming increasingly a less
important factor in international trade, nontariff barriers must now
be dealt with,

And I think the testimony will show the material reduction, the
overall percentage of total trade subject to tariffs which has now
been affected by the Kennedy Round.

Fourth, the President should be authorized to put forward a sig-
nificant trade proposal for the developing countries, particularly one
calling for trade nreferences, even if this would mean a modification
of the most-favored-nation principle. These preferences should be
conditioned on similar action by other industrialized nations and
should be extended for manufactured and semimanufactured prod-
ucts. The United States should be ready with positive offers by the
time UNCTATD meets next February, rather than to be put into the
position of having to react and to reject plans offered by other nations.

It is quite clear that there will be a period of 1 or 2 years before
Congress will enact major new trade legislation. It is essential that
this time period be utilized fully to assess the impact of the Kennedy
Round on the U.S. economy and on international trade patterns and
to develop specific new proposals. T am pleased that witnesses coming
through before us will begin this process and will give us their best
judgment. on the essential elements of new trade legislation, both of
an interim kind such as I have described, and of a definitive kind.

In my judgment, the power to negotiate further trade agreements
should again be delegated to tho President based on stated criteria
and should not revert to Congress. Congress is not equipped to handle
tariff negotiations as history and experience have shown.

I also hope that witnesses will comment on the proposal I advocated
during consideration of the Trade Expansion Act of 1962; namely, to
give the President power, subject to congressional veto of the agree-
ment reached, to reduce reciprocally tariffs and other trade harriers by
any amount. The success of the flexible approach embodied in the
Trade Expansion Act encourages me to think that we should pursue
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it in the future. And the problems which I find abroad, particularly
as they affect Britain, make it essential in my judgment for the Presi-
dent {0 be able to negotiate a free trade area, for example, in the
Atlantie, but subject to the congressional veto which may be required
in order to protect fully participation by the Congress in any such
eventuality. . .

Mr. Chairman, I thank you for your patience. T think the Chair
knows that T have been very heavily involved in these matters for
many years, and hence felt sure that at the opening of such a hearing
as this that I would make this declaration.

Chairman Boegs. I thank the Senator from New York. He has
indeed been very closely associated with the action taken by Congress
in the past on all of these subjects.

And I appreciate your statement, Senator. It is a very complimen-
tary statement.

Do any other members of the subcommittee have statements?

Representative Wionavnn, Mr. Chairman, T would just like to con-
gratulate Dr. Roth and his colleagues for the work that has been done
over the years. It is an arduous task, and it scems to have been culmi-
nated very successfully. And T think in the next 2 or 3 years that the
emphasis that Senator Javits has placed on keeping an cye on it is
something that should be kept in mind.

Thank you.

M{i‘%laiyrman Bocas, Thank you very much, Mr. Widnall. Senator
Miller?

Senator Minrer. Thank you very much, Mr. Chairman. I wonld
like to join with my colleagues in thanking the chairman for arranging
these hearings, and welcoming Ambassador Roth before the sub-
committee.

As a member of the subcommittee T am naturally interested in all
aspects of the GATT negotiations and the Kennedy Round in
particular.

But I am also a representative of a great agricultural State quite
concerned with what has happened from the standpoint of agricul-
tural products and more particularly the access to the Common Mar-
ket countries for our grain. I have heard all kinds of statements,
ranging from a statement which appeared in the press attributed to
Mr. Schnittker praising the results, to cries of “sellout” of American
agriculture from some rather knowledgeable members of the agricul-
tural industry.

It was pointed out that the United States gave up trying to get
guaranteed access to the market. of the European Economic Commu-
nity because the Community’s final order had “no value.” I am going
to be interested in knowing what this was, and what caused the evalu-
ation that it had no value.

I went on to point out that the United Sates received a reasonable
assurance that the total grain exports to the Common Market will b-
maintained, because produ-cion there may grow no faster than cop
sumption, and because th - Community will now have to export more
grain on a new agreemert between more countries.

I am naturally interested in the basis for that evaluation, and espe-
cially that production there may grow no faster than consumption,
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It seems to me that this is a very fine opportunity for Ambassador
Roth and his stail to set the record straight, so that 1f indeed there has
been a favorable result from the standpoint of American agriculture
we know about it. And if there is false optimism, we will know it.

So I welcome the opportunity to participate in these hearings. And
1 again thank the chairman for arranging for them.

Chairman Boces. Thank you, Senator.

Mr. Ambassador, again we welcome you.

Before you begin your statement, would you be good enough to in-
troduce your associates?

Mr. Rori. This is John Rehm, General Counsel of my office; Ber-
nard Norwood, chairman of the Trade Staft Committee; and Mr. Ray-
mond Toanes, the Department of Agriculture.

Chairman Bocas. Thank you. You may go right shead with your
statement.

STATEMENT OF HON. WILLIAM M. ROTH, PRESIDENT'S SPECIAL
REPRESENTATIVE FOR TRADE NEGOTIATIONS (WITH THE
RANK OF AMBASSADOR); ACCOMPANIED BY JOHN REHM, GEN-
ERAL COUNSEL; BERNARD NORWO0O0D, CHAIRMAN OF THE TRADE
STAFF COMMITTEE; AND RAYMOND IOANES, U.S. DEPARTMENT
OF AGRICULTURE

Mr. Rori First, Mr. Chairman, thank you very much for your good
words about the negotiations and those of your colleagues. I am par-
ticularly grateful that Senator Javits put 1u the record the names of
the members of the negotiating delegation, because a negotiation such
as this is o team effort. And this was a teun that worked closely and
well together, and was very instrumental in putting together the final
package.

Mr. Chairman, it is a great honor to be the opening witness before
this subcommittee. This series of hearings reassessing U.S. foreign
trade policy comes at a most appropriate moment,

The President has ordered a major review of our trade policy. The
deliberations of this subcommittee, and the testimony and papers pre-
sented before it, will be of enormous benefit to us in preparing for and
undertaking the study for the President.

In trying to decide the aspects of the Kennedy Round and the
future on which I could most productively concentrate this morn-
ing, Mr, Chairman, I have concluded that an extended review of the
Kennedy Round and its results would not, perhaps, be in order.

A great deal has already been written and said on the Kennedy
Round’s conclusion, and until the President’s report o the Congress
is completed we will not have a definitive analysis of the agreement.
I woufd propose for your consideration, therefore, insertion in the
record of our initial report on the agreement. It is a fairly detailed
account of what happened. I would then focus my remarks on the
immediate future, to include, first, the issnes that we face as o result
of the Kennedy Round and, second, the question of what we envizion
as the means of meeting the President’s request for a major ad-
ministration review of trade policy.
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May I ask permission to insert the comments on the Kennedy

Round in the record, Mr. Chairman? i
Chairman Boces. Without objection, they may be included.
('The comments referrved to follow :)

OFFICE OF THE SPECIAL REPRESENTATIVE FOR TRADE
NEGOTIATIONS
Washington, D.C.
THE KENNEDY ROUND AGREEMENT

By direction of the President, W. Michael Blumenthal, Depaty Special
Representative for Trade Negotiations, signed multilateral agreements nego-
tiated in the Sixth Round of Trade Negotiations in Geneva, Switzerland, on
June 30, 1967,

The signing ceremony concluded the most comprehensive assault on barriers
to international trade that has ever taken place. The negotiuations were known as
the Kennedy Round in recognition of the late President’s leadership in in-
auguriting the efYort,

The important elements of the Kennedy Round package are:

Tariff cuts of Hu precent on a very broad range of industrial goods, and
cuts in the 30 to 50 percent range on many more,

Agricultural concessions to which the United States attaches great value
because they create new trading opportunities for our farmers and because
they support our contention that international negotiation on trade in farm
products can accomplish something.

A world grains arrangement guaranteeing higher minimum trading prices
and establishing a program under which other nations will share with us
in the vital but burdensome task of supplying food aid to the under-
nourished people in the less-developed countries.

Nontariff barrier liberalization inclunding a very significant accord on
antidumping procedures as well as European NTB modifications in the
ASP package.

Useful if limited progress on the complex and sensitive problems in the
steel, aluminum, pulp and paper, and textile sectors including a three-year ex-
teusion of the Long Term Cotton Textile Arrangement.

An agreement on the treatment of chemical products that deals with
the American Selling Price (ASIP’) issue in a manner that provides major
chemical traders with mutually advantageous concessions in the main Ken-
reGy Round agreement and a separate and balanced package that makes
additional concessions available to the United States if it abandons the
American Selling Price system.

Significant assistance to the less-developed countries through permitting
their participation in the negotiations without requiring reciprocal con-
tributions from them; through special concessions on products of particular
interest to them; and through the food aid provisions of the grains arrange-
ment,

United States participation was made possible through authority granted the
President by the Congress through the Trade Expansion Act of 1962, The late
Christian A, Herter directed U.S. participation as the Special Representative for
Trade Negotintions until his death in late 3966. 1le was succeeded by William
M. Roth, who continues to serve as Special Representative.

The agreements signed June 30 comnprised :

1. A Final Act, which authenticates the texts of the agreements described
in paragraphs 2-5 betow, and whick expresses the intention of all the
signatories to take appropriate steps, subject to their constitutional proce-
dnres, to put these agreements into effect.

2. The Geneviy (1967) Protocol to the General Agreement on Tariffs and
Trade (GATT) which embodies most of the tariff and other concessions
exchanged in the negotiations.

3. An agreement relating primarily to chemicals, which provides for the
elimination of the American Selling P’rice (ASI’) system,

4. A memorandum of agreement on basic elements for a World Grains
Arrangement.

3. An agreement on implementation of Article VI of the GATT, in the
form of a code of antidumping practices,
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It is estitnted that the agreements will apply to about £10 billion of world
trade. In industry, the U.S, and the other countries have agreed on cuts averag-
ing about 35 percent. In agriculture, the average cut ic less but the United States
haxs obtained important concessions covering a substantial volume of trade.

United Reates tariff reductions will not enter into foree until proclaimed by
the President of the United States. It is expected that their effective date will
be January 1, 1968, In accordance with the requirements of the I'rade Expansion
Act, most United States duty reductions will be made in five equal annual
stages,

In overall trade terms and taking both industry and agriculture, the tariff
cuts made by the U.S. are in balance with those of the other industrinlized coun-
tries, In terms of 1060 trade the United States is giving tariff cuts on about
£7% to 88 billion of industrial and agricultural imports and is obtaining tariff
concessions on about the same amount of U8, exports,

None of ihe muitilateral agreements negotiated in the Kennedy Round will
require Congressional action, except the agreement providing for the elimination
of the ASP system with respect to chemicals, The World Grains Arrangement en-
visaged by the Memorandum of Agreement on grains will require consent of
two-thirds of the Senate,

INDURTRIAL NEGOTIATIONS

Tmport duties ave being cut in half on a broad range of industrial products in
international trade. Cuts in the 35 to 30 peveent range are being made on many
more products, Categories of products on which the principal negotiating coun-
tries, including the United States, have miude euts that in the aggregate average
over 35 percent inelude machinery, boih elecivieal and nonelectrical ; photogeaphice
equipment and supplies: automebite and other transport equipment : optical,
scientific and professional instruments and equipiment ; paper and paper products;
books aud other printed material; fabricated metal products: and luinber and
woold produets inelnding furniture.,

Nteel Sector--Negotiations on steel were candueted against a background
of tarift rates where U.S. dutiex are generally lower than those of other partiei-
pants. ‘These negotintions, held bilaterally and maltilaterally, resalted in closer
harmonization of tariils among the major steel producing countries, Virtually
all the peaks in these countries’ tariffs were eliminated so that almost all rates
will be no higher than 15 pereent and most will be well below 10 percent,

Lixeept for United States rates, most steel tariffs have not heretofore been
bound. In the tinal negotiating package, however, almost all rates of other coun-
tries were bound and many were reduced.

‘The international harmonization of steel tariffs should also reduce the tend-
eney for exports to be deflected to the United States maiket in instances where
United States tariff's were much lower than those of other countries. Although
the United States is primarily an importer rather than an exporter of steel mill
products, lower tariffs abroad will also provide opportunities for United States
exporters,

The Luropean Coal and Steel Community (ECSC) adopted a unified tariff and
agreed to reduce rates to an arithmetical average of 5.7 percent. The European
Seonomic Community (EEC) agreed to reduce rates within its jurisdiction
correspondingly so that a tariff relation=hip would be maintained between more
highly fabricated ERKC steel items and primary and less fabrieated RCSC items.
The KORC/EEC concessions are a 23 percent reduction from existing rates (a
10 percent reduction from the pre-February 1964 rates on 1964 imports from the
United Statex),

The United Kingdom is reducing most of its rates by 20 percent. Japan is re-
ducing its rates by 30 pereent except for a few alloy steel items, Sweden is bind-
ing its rates at existing low levels, Austria is harmonizing its tariffs with the
FOCSRC/BEC at a somewhat higher level,

The United States reductions aversge 7 percent on 1004 imports, Tt is generally
harmonizing its tariffs with the ECSC/EEC where they have heen above those
rates, United States rates higher than ECRC/ELC rates are to be reduced to
LORC/EEC levels, but no cuts are to be made where rates are now helow RCOSC/
O concession levels., United States concessions take acceount of differences be-
tween the United States f.o.b. and ECSC/ELC e..f. customs valuation systems so
that, nominally, United States rates would be somewhat higher than RCSC/REC
rates, Also, the difterential in the United States tariff between ordinary and
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alloy steel is being reduced by 50 percent but is not being eliminated as compiete
harmonization would have required.

Aluminum Scetor-—"The Community offer consisted of a binding of a 130,000
ton annual quota gt & percent, The KEC bhad previously bound in the GATT a
9 percent rate of daty on ingot aluminum. Some imports were allowed entry
annually under a tariff quota at 5 percent but neither the amount of the quota
nor the lower rate had been bound. The U.S. is making a 20 percent cut on ingot
aluminum, of benefit primarily to Canada and Norway.

on unwrouzht aluminum (further advadaved than ir~ot), tariff cuts by the
United States averaged less than 30 percent. The KEC ¢ . erage cut was about one
third, while the tariff cuts by the U.K. and Canada weire larger than ihose of the
BLC. Japan and other EFTA countries also ruade substantial cuts in the alumi-
num sector, Of special interest to U.S, aluminum exporters will be the adoption
by Canada of an injury requirement in its antidumping legislation to conform
to the new antidumping agreement.

Chemical Scetor~The chemieal sector negotiations were centered on the
American Selling Price (ASP) issue. European countries maintained from the
start tat any more than token reductions in their chemical tariffs were condi-
tional on United States elimination of the ASP valuation system. Since elimina-
tion of ASP would require Congressional action, United States negotiztors in-
sisted that chemical concessions be implemented in two packages: first, a bal-
anced settlement in the Kennedy Round; second, reciproeal concessions by other
countries in return for abolition of ASDP.

The pattern and volume of chemical trade is such that the outeome of negotia-
tions in this sector inevitably played a major role in the outcome of the entire
Kennedy Round. United States dutiable chemical imports from countries with
a major stake in world chemieal trade (EEC. United Kingdom, Japan, and
Switzerland) were $325 million in 1964; these countries’ dutiable chemical
imports from the United States totaled nearly $900 million.

In the end, all major Kennedy Round participants made concessions in the
chemical sector. Many concessions have been agreed on unconditionally, while
certain other concessions are conditional on United States elimination of the
American Selling Price (ASP) valuation system. The concessions on chemicals
are, therefore, in two parts: first, the Kennedy Round chemical packuge, and
second, the ASP package.

I. T'lhe Kennedy Round Package
Unconditional obligations undertaken in the Kennedy Round are as follows:

1. The United States agreed to duty reductions on products accounting
for nearly all (95 percent) of United States dutiable chemical imports,
Tariffs will be reduced 50 percent on most items with rates above 8 percent :
20 percent on items 8 percent and below, These commitments will result
in a weighted average duty reduction of 43 percent in United States chemieal
tariffs and $325 million of dutiable imports from the IEC, UK., Japan,
and Switzerland. The combined tariff reduction made by these four countries
averages 26 percent on nearly $300 n.illion of U.S. chemical exports, and
the United States retains the ASP method of valuation for benzenoid
chemicals.

2. The Europcan Economic Community agreed to duty reductions on tariff
items accounting for 98 percent of its dutiable chemical imports from the
United States. Most duties will be reduced by 20 percent, Certain items,
bowever, will be subject to reductions of 30 percent and 33 percent, while
some others will be reduced less than 20 percent. These commitments will
result in a weighted average reduction of 20 percent in EEC tariffs on $460
million of 1964 chemical imports from the United States.

3. The United Kingdom agreed to duty reductions on virtually all chemi-
cal imports from the United States except certain plasties. Most British
plastics duties are currently 10 percent, a level considerably lower than
other major trading countries, The United Kingdom has agreed to reduce
tariffs at rates of 25 percent and above by 30 percent, and rates below 23
pereent by 20 percent. These commitments will result in a weighted average
reduction of 24 percent in United Kingdom imports of more than $100 million
of chemicals from the United States.

4. Japan agreed to tarviff reductions which on a weighted average basis
amount to 44 percent on dutiable chemical imports from the United Stafes.
‘These imports were over $200 million in 1064,

82 181- -67-—vol. L-——2
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3. Nwitrerland agreed to tariff veductions which on a weighted average
basis amount to 49 percent on $£3 mitlion of chemieal imports from the
United States.

6. Other participants, notably Canada and the Scandinavian countries,
agreed to reductions in their chemiceal tariYs as part of their Kennedy Round
concessions,

1. The ASP Package

The following concessionx are contingent on United Statex elimination of the
ASDE valuntion system:

L The United States would eliminate ASDP and veplace rates currently
based on ASDE with rates that have been proposed by the Tarift Commission
to be applied on the valuntion as normally caleuluted for other United States
imports and ylelding the same revenue as the previous rates, These “con-
verted” rates would be reduced, by stages, generally by 30 percent or to
an ad vatorew equivalent of 20 percent, whichever is lower, The principal
exceptions to this formula are dyes and sulfa drugs, duties on which would
be reduced to 30 percent and 25 percent, respectively. In addition, the United
States would reduce the 8 percent and below eates subject to the 20 percent
et in the Kennedy Round package by a further 30 pereent and further re-
duce by more than 50 pereent o few other items to the 20 pereent level, These
reductions would provide a combined weighted average cut on United States
chemieal taviffs in the Kennedy Round and ASE packages of about -8 percent
on $3:20 mitlion of imports,

2, The Fwropean Economic Community would reduce its chemieal tavifts by
an additional amount so ax to achieve a combined Kennedy Round-ASEP
package reduction of 48 percent on $80 mitlion of chemieal imports from
the United States. Virtually all EEU chemieal tariffs would be at rates of
1215 percent or below. Belgium, Franee, and Italy would alse modify road-
ure taxes so as to eliminate discrimination against Amerlcan-made auto-
niobiles,

3. The United Kingdom would reduce most of its chemieal tariffs accord-
ing to the following formula: Items at present dutinble at 25 percent and
above would be reduced to a lovel of 1214 percent, for a 62 percent combined
Kennedy Round and ASP package reduction, Taviff itews with duties of
less than 33 percent wonld generally be reduced by the amount necessary
to achieve a combined reduction of 50 percent In the two packages. UK,
plasties taritfs which would be above the reduced EEC vate on the same
item would be cut to that level and bound, The combined weighted average
reduction in the level of British chemienl tariffs on United States trade
would be approximately 47 pereent on $170 milllon of imports from the U8,
After these reductions virtually all British chemical tavifts would be at eates
of 1214 pereent or below. The United Kingdom would also reduce by 25
poreent tts margin of preference on imports of tobneco.

4, Switzerland would eliminate limitations on tmports of canned {fruit
preserved with corn syrup.

Tertite Sector—Most importing countries reduced tariffs on cotton, man-made,
and wool textiles less than their average reduction in other industrial products
as 0 whole, The United States agreed to tarift reductions which, on a weighted
teade basis, average approximately 14 pereent for the three flbers, Cotton textiles
were reduced 21 percent ; man-made textiles, 13 pereent; and wool textiles, 2
percent.

Negatintions on eotton textiles involved three elements: the extension of the
Long-Term Cotton Textiles Arrangement (TTA) 2 more liberal aceess to import
markets protected by the LA and tarift reduections, 'fhe prinetpal concessions
by exporting countries of interest to tmporting countries wags the extension of
the L'PA in its present form until September 30, 1970, In return, importing coun-
triex agreed to enlarged quotas under LU\ provisions and to tarifl reduetions,

Within the context of the L'TA, the United Rtates negotinted bilateral agree-
ments with its main supplytng conntries. These agreements typically provided for
a 5 pereent anuual inerense in L'TA quotas, a one-time bonus for LTN extension,
and certain other ndministrative improvements,

The United Ntates agreed (o cotton textile tarift reductions that amounted te
A weltghted aveenge reduction of 21 percent. Reductions on apparel items averaged
17 porcent; fabries tariffs were veduced 24 percent : and yarn, 28 pereent.
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The EEC reduced cotton textile tariffs by about 20 percent. It also reached bi-
lateral understandings with major suppliers providing for improved aceess to the
EIC market, Noting that it alveady accorded liberal access for imports from
Hong Kong, India, and other Commonwealth sources, the United Kingdom made
token cotten textile tariff reductions toward other suppliers,

The Uniteg States agreed to a welghted average tariff reduction of 15 percent
on imports of man-made fiber textiles, including fibers, Man-made flber apparel
duties were reduced by an average of approximately 6 percent, fabrics by 18 per-
m-nti yarn by 37 pereent, Other countries made significant reductions on these
textiles,

The United States agreed to tariff reductions on very few wool textiles, The
weighted average duty reduction on wool fabrie was about 1 percent; on wool
apparel about 2 pereent, On total wool textile imports the average duty reduc-
tion was 2 percent. Other countries made cousiderably greater reductions on
wool textiles,

Paper, Pulp, and Lumber.- Multilateral sector negotiations were planned for
paper and pulp, largely in an effort to get the REC to make meaningtul tarift
reductions of interest to the Nordic countries and Canada as well a4 the U.S.
Although some wultilateral discussions were held, negotintions were essentially
oilateral, A long series of discussions resulted ln WEC cuts of B0 percent on pulp
and about 25 pereent on paper. Canada and the EFTA countries also made sig-
nifleant concessions on paper products exported by the U8, In return, the United
States made comparable concessions,

NONTARIFE BARRIERS

Antidumping Code- A major accomplishment in the field of nontariff barriers
wax the negotintion of an antidumping code, In addition to the United States, the
major purticipants in this negotintion were the United Kingdom, the Kuropean
Feonontie Commanity, Japan, Canada, and the Seandinavian countries,

Negotiation of the antidweping code centered on the consideration of interna-
tional standards. Although United States legislation ix consistent with the GATT,
foreign complaints were divected against United States procedures, These con-
corned, particularly, the frequent withholding of appraisement during antidump-
ing investigations and the length of time taken in investigations. (Withholding
of appriisement postpones the tinal determination of customs duties untit an anti-
dumping favestigation is completed. However, imports may be released under
Lond from Customs’ custody after appraisement is withheld,)

The antidumping code supplements the provisions of Artiele V1 of the GATT
with rules and procedures to be followed in antidumping aetions. United States
legislation and administeative regulations contain detailed provisions relating to
the determination of sales at less than fair value and injury, but moest countries’
pracedures Liek sueh speciticity.

The principal ndvantages of the antidumping code to the United States will he
the adoption by other countrics of falr and open procedures along the lnes of
present United Ntates practices. 'The code will provide both an opportunity and
a basis for United States exporters to defend their iuterests in foreign anti-
dumping actions. In particalar, the new commen antidumping regulations that
are being developed by the Eurepean Economie Community will conform with the
code,

Of spectal benefit to the Tnited States will be the adoption by Canada of an
injury requirement in its autidumping legisiation. The Inck of such a require-
ment has impeded United States exports for many years,

Beceanse the antidumping code is consistent with existing United States Iaw,
no legistative changes are required. However, the Treasury Depavtment will
revise its regnlations to conform with the code. The principal change in present
procedures will coneern limiting the time period during which appraisement is
withheld to @ maxtmum of 80 days in most eases, Roth foreign exporters and
domestie importers and producers favor a reduction of the time taken in anti-
dumping cases, Also, investigations will not be inttinted unless there is evidence
of injury.

Other Nontarift Barriers.—1In addition to the negotiation of an antidumping
code, deseribed above, the prineipal nontari® accomplishment is the agreement
to take action on the noutarif barriers included in the conditional chemical pack-
age, that is, the elimination for certain chemicnls of the Ameriean Selling Price
system of valuation by the United States, the elimination of the diseriminatory
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aspects of automobile road-use taxes in France, Italy, and Belgium, and the
medification by Switzerland of regulations on canned fruit, as well asx a redue-
tion by the United Kingdom in the margin of preference on unmanufactured
tobacco,

There were also a few other nontariff achievements as a result of bilateral dis-
cussions, In the negotiations Austria agreed to eliminate the diseriminatory
effect of automobile road-use taxes on larger engined U.S. automobiles, (fanada
eliminated a restriction prohibiting imports of fresh fruits and vegetables in
three-quarter bushel baskets. Canada also ceaxed applying the Canadian sales
tax to the full value of aircraft engines repaired in the United States. The 11
pereent sales tax is now applied ouiy to the value of the repairs. In addition,
Canada modified restrictive stancards applying to airceraft engines repaired
abroad.

Although not a subjecet for negotiation, quantitative restrictions were elimi-
nated or modified by several countries, Of particular importance to the United
States are the elimination of restrictions in the United Kingdom on fresh grape-
fruit and in Denmark and Finland on many agricultural products. Japan agreed
to liberalize quota restrictions on some products.

Several developing countries specified action on various nontariff measures as
part of their contributions to the negotiations. These included the introduction
of certain tariff reforms, the liberalization of licensing syvstems and foreign ex-
change controls, and the elimination or reduction of prior deposit requirements
and tariff surcharges.

AGRICULTURE

The United States originally set as a goal in the agricultural negotiations
the =ame broad trade coverage and depth of taritf ent as achieved for industrinl
pruduets, This did not prove negotiable, however. The Furopean Leonomic Com-
munity, when the negotiations got under way, was still in the process of develop-
ing its Common Agricultural Poliey, It was reluctant to make substantial cuts
in the level of protection at the same time it was formulating a Common Agri-
cultural Policy among the six members. The results of the agriculiural negotia-
tions with the Community are therefore considerably more modest than the re-
sults achieved in industry. Nevertheless, progress was made in the negotiations
in reducing barriers to agricultural trade.

The United States was able to obtain significant agrienltural concessions from
Japan, Canada, and the U.K., the Nordic countries, and Switzerland. The EEC
made tariff cuts on agricultural items of trade value to the United States of over
$200 million,

No progress was made in negotiating down the trade restrictive effects of the
variable levy system of the EEC. Offers made by the Community on the basis
of this system were not accepted.

The agricultural negotiations were divided into so-called commodity groups
and non-group or tariff itemns. The commodity groups included meats, dairy
products, and grains. Of the commodity groups only grains yielded positive
results.

Graing.—A new graing arrangement was negotiated that establixhes a minimum
price for U.8, #2 hard red winter ordinary wheat f.0.b. Gulf ports at $1.73 per
bushel. This represents an increase of about 21.5 cents per bushel over the
equivalent minimum price for U.S. hard red winter ordinary under the present
International Wheat Agreement. There will be a comparable increase in the
minimum price of other grades and qualities of wheat under the new arrange-
ments,

Market prices are currently above the minimum prices of the new arrange-
ment but the new minimum prices should establish an effective floor under 1.8,
wheat exports for the three years of the arrangement. Adequate provision is
made for adjusting differentials for various grades and qualities of wheat as
required if trading prices should fall to the minimuwm, There is nothing in the
arrangement that will prevent U.S. wheat from heing priced competitvely, as
required,

Participating countries have agreed to contribute 414 million tons of cereals to
a multilateral food aid program. The U.8. share of this program will be 42 per-
cent of the total, or slightly less than 2 million tons. Importing countries as
a whole will contribute about 2 million tong of the total, The grains arrangement
thus represents further progress toward one of the United States’ key objectives
of foreign aid, the multilateral sharing of the food burden.
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AMeat and Dairy Products-—During most of the Kennedy Round, the countries
principally involved in world trade in fresh, chilled, and frozen beef and veal,
and in butter, cheese and dry milk, sought to negotiate general international
arrangements for these products. The purpose of these negotiations was to pro-
vide for acceptable conditions of access to world markets in furtherance of a
significant development and expansion of world trade in agricultural products,
consistent with the principle agreed by the GATT Ministers at the outset of the
negotiations. Although these negotiations continued until late in the Kennedy
Round, it was not possible to work out an acceptable multiluteral arrangement.
Countries then shifted to bilateral negotiations, through which they were able
in some cases to negotiate improved access to important markets.

The U.S. made no offers on fresh, chilled, or frozen beef or veal. The duty
on canned ham was bound but no reduction made. No offers were made on any
products subject to seetion 22 quotas, including butter, dry milk and certain
types of cheese, On certain non-quota cheese, cuts averaging 13 percent were
made.

Agricultural Tariff Itcms~—The United States achieved a wide range of conces-
sions from its principal negotiating partners which should improve the export
opportunities for such products as soybeans, tallow, tobacco, poultry, and horti-
cultural products, including citrus and canned fruit.

In particular, the United States and Canada negotiated a balance of agricul-
tural concessions covering a substantial range of products.

Trir DEVELOPING COUNTRIES

The United States negotiated with the developing countries on the basis of the
plan adopted Ly the Trade Negotiations Committec, One of the objectives of the
negotiations, that of reducing barriers to exports of developing countries to the
maximum extent possible, was taken into account in the plan. The plan also took
into account the Ministerial Decisions to the effect that developed countries could
not expect to receive full reciprocity from the developing countries in trade
negotiations ana that the contributions of developing countries should be con-
sidered in the light of the development, trade and financial needs of those
countries.,

Accordingly, the United States made concessions of benefit to developing
countries, including non-participants, which cover over $300 million of their
exports. Included in these concessions will be the complete elimination of the
duty on more than $325 million of imports from these countries. Moreover, the
elimination of duties on $45 million of these products do not need to be staged
over a four-year period and thus meet one of the more important desiderata. of the
developing countries. Since many of the concegsions on tropical products were
negotiated in the context of joint action by industrialized countries, the total
benefits which developing countries will receive were further increased.

Ten developing countries made concessions benefiting fhe United States, and
these concessions will be appended to the Protocols as the schedules of these
countriesin the General Agreement.

My, Rorn. And then I would like, Mr, Chairmen, to say just a few
words on the Kennedy Round.

I think it is trne that so far there has been a good reaction from
industry and from labor on the Kennedy Round to the extent that they
know what was achieved. It has now been fully made public what the
cuts in our tariffs have been. And there has been made public in a
more general way what we have received from other countries. Until,
however, we have made the complete analysis the whole picture will not
be seen.

But out of this I think vwo things have become clear and have been
recognized. One, that we have a reciprocal deal and that we did not. give
more than we received; and, two, that we took particular care to be
sure that these industries that were particularly sensitive to import
competition were protected.
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In our initial presentation to American businessmen last Friday
before the chamber of commerce, I think the diseussion indicated that
there was an acceptance in large part of these facts.

Briefly, what we achieved out. of the Kennedy Round was, first, as
I said, a reciprocal deal, including something of benefit to agriculture.
For the first time in a major trade negotiation something of benefit
toagriculture was achieved.

And then, Senator Miller, T would like to have the opportunity
during questioning time {o comment in some detail on the problems
youraise,

We also achieved a very full agreement with Canada in which tarifls
were sharply cut on both sides of the border. In many areas where our
tariffs were under 5 percert we in effect went into free trade, In an
area of particular export interest to the United States, produetion
machinery, the Canadians made sharp cuts, from 2215 to 15 pereent
in the taritls,

We negotiated a wheat agreement--which again, Senator Miller.
woes back 1o your question—which T think will prove to be of sub-
stantial benefit. to Amerviean wheat producers. Representatives of those
producers were with us in Geneva at the time of the final negotiation
and worked closely with us,

Finally, a first major breakthrongh in the avea of nontarvil harviers-——
we negotiated an international code on dumping. And, Mr. Chairman,
T would like to read two paragraphs from what I said to the chamber
of commerce the other day on this subject, because it is a critical one:

A major acomplishment was the negotiation of the antidumping code, commit-
ting other countries to fair and open procedures along the lines of the present
'nited States procedures, The new common antidumping regulations that arve
being developed by the European Community will conform with the code. Of
special interest to the United States will be the adoption by Canada of an injury
requirement in its antidumping legislation. The lack of such a requirement has
mpeded American exports for many years,

For our part, we have agreed to certaln useful refinements of the concepts we
presently use in our antidumping investigations, once preliminary measures are
taken against allegedly dumped imports. I would emphasize, contrary to what
you may have read in the newspapers lately, that all our obligations in this
agreement are consistent with existing law. and in particular that we have not
agreed to the simultaneous consideration of price discrimination and injury.

And finally, before leaving the Kennedy Round, let me say that T
think many of us who worked in this have felt that one of the great
advantages of a successful Kennedy Round was that we averted some-
thing quite terrible—that is, a failure. If there had been a failure, 1
feel——and T think all of us who worked in this felt—that it would have
set back the growth of a liberal world trade policy many years, And
therefore we are grateful that it wag, in the final analysis. possible
to put snch an agreement together.

TTaving said this, T wounld then focns my remarks on the immediate
future. to include. fivst, the issues that we face as a vesult of the Ken-
nedy Round and, cecond, the question of what we envision as the means
of meeting the President’s request for a major administration review
of trade policy.

1T this approach is agreeable to you, Mr. Chairman, T will proceed
to the discussion of our immediate post-Kennedy Round problems.

Chairman Boaes. Go right ahead.
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Mbr. Rori. These problems are essentially three:

1. The negotiating authority of the Trade Expansion Act of 1962
has expired, leaving the United States without an important means
of conducting its normal international trade relations.

2. The criteria for making available the adjustment assistance
provided for the Trade Expansion Act appear to be so stated as
10 make such assistance more difficult to obtain than we had originally
expected.

3. In order to bring into effect a valuable package of concessions
worked out during the Xennedy Round, Congress 1s to be asked to
agree to the abandonment of the American selling price system of cus-
toms evaluation.

NEED FOR NEGOTIATING AUTHORITY

In regard to negotiating authority, we do not contemplate any
further major initiative in trade liberalization in the immediate fu-
ture, With the Kennedy Round just over, we believe that the present
need is for review and reflection 1n prepara.ion for any renewed effort
to stimulate and expand international commerce. A major review of
trade policy will be undertaken for the President.

Nevertheless, some minimal negotiating autherity is needed during
this period.

May I take an example. Under section 351 of the Trade Expansion
Act—the so-called escape-clause provision—the President has au-
thority to increase a duty or to impose a quota if he determines that
such action is necessary to prevent or to remedy serious injury to a
domestic industry that is caused by inereased imports that in turn
have resulted from tariff concession.

Under the established international rule, we would be obliged to
see that some further adjustment was made to compensate the supply-
ing countries for their loss through this emergency action of the tariff
concession. The preferred method would be to lower one or more
tarifls on other goods imported into the United States. If we were not
able to make such compensatory tariff concessions, we would have to
face the retaliatory withdrawal by the supplying countries of tariff
concessions which they have granted on goods which we export to
them.

In order to be in a position to make compensatory tariff concessions
in connection with the escape-clause actions which we may have to
take, we should have authority under the TEA to negotiate compensa-
tory tariff settlements.

Let me take one more example, There may be times in the future
when we may wish to revise upward one or more taritf concessions.
This has been necessary in the past when legislation has been enacted
to change {uriff classifications, with the effect of increasing dnties.
Although these cases may be rare, they do pose the problem of negotiat-
ing a settlement with the other countrices. JJust as in the example I cited
above, there are two basic alternative adjustments that may be made:
to lower one or more of our duties on other products in compensation
to the other countries, or to face retaliatory tariff increases against our
exports. OQur preference is obviously to negotiate for compensatory
tariff reductions. This again makes desirable the existence of some
negotiating authority.
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The GATT rules have brought a large measure of order into inter-
national trading relations, The cost of the obligations they place upon
the United States are far outweighed by the benefits we derive, as
the world’s biggest trader.

It is in order to maintain our GATT obligations, and to be able to
act with initiative and flexibility within the GATT framework, that
we need some negotiating authority. It need not be very substantial.
It has been snggested, although no final decision has yet been taken,
that the Trade Expansion Act negotiating aunthority simply be ex-
tended for 3 years, giving us the use of that part of it that was not
exhausted in the Kennedy Round.

ApsustaeNt AssiSTANCE MODIFICATION

Turning to the adjustment assistance question, we find ourselves
dealing with the probability that the Conguress, in writing the pro-
visions of the Trade Expansion Act, intended far more readily avail-
able recourse to adjustment assistance than has proved possible.

These provisions were designed to authorize quick and substantial
assistance to any worker or firm injured as a result of increased im-
ports caused by tariff concessions. The underlying concept was that
rather than restrict imports it was far preferable to help firms and
workers meet problems created by import competition through im-
proved produetivity.

["nfortunately, however, the adjustinent assistance provisions have
not had the expected beneficial effect because in practice the present
test. of eligibility to apply for the assistance has proved too strict.
In fact, in no cage brought under the act have any firms or workers
been abie to prove eligibility.

The present test of eligibility requires (1) that tariff concessions be
shown to be the major cause of increased imports, and (2) that such
inereased imports be shown to be the major eause of injury to the
petitioner. .

In the complex environment of our modern economy, a great variety
of factors affect the productive capacity and competitiveness of Amer-
ican producers, making it virtually impossible to single out increased
imports as the major canse of injury. In fact, it has usually been im-
possible to prove that tariff concessions weve the major caunse of
increased imports,

Under these circumstances, it is apparvent that action must be taken
to make the intended assistance a reality. We now have under consid-
eration several formulations that might meet the requirements of the
situation. No final decisions have vet been taken, but 1t is the intention
of the administration to propose congressional action to modify
the present provisions of the act.

The new test of eligibility would insure that adjustment assistance
would he available only in those cases of injury which are the result
of tariff concessions. The specific kinds and levels of benefits would
remain unchanged.

Also unchanged—and this is important, I believe—would be the
provisions for relief for entire industries—as distinguished from ir.-
dividual workers and firms-—which suffer serions injury through tariff
concessions, The so-called escape clause makes possible the imposition
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of quotas and increased tariffs. However, this is a drastic form of relief
and one which costs other industries either tariff protection at home
or export opportunities abroad, as I have suggested in my earlier
discussion of GATT provisions for compensation and retaliation in the
event of increased tariffs. We believe that the standards for escape-
clause relief should be retained in their present form.

After this rather summary discussion of the first two of the three
post-Kennedy Round problems, I would like to go into more detail
on the question of the American selling price system (ASP) which, as
Senator Javits .as indicated, is one of the most controversial we face,
and, as I have said, will be a matter for congressional consideration.

Trr ASP Issvr

ASP, as it applies to chemicals, is often referred to by crities abroad
as the symbol of nontarifl barriers. T should like to confine my com-
ments to only three aspects of ASP—why it apears to us to be an un-
desirable impediment to trade, what the effects of its removal will prob-
ably be, and, finally, how we appraise the balance of what we gave
and received in this area in the recent trade negotiations.

In 1922 the Congress determined that our then infant chemical in-
dustry, specifieally that part of it which manufactures products de-
rived from coal tars, required extraordinary protection. The Congress
was apparently reluctant to raise the statutory duties to the levels
it deemed necessary to provide adequate protection under the circum-
stances then existing. Instead, the Congress provided that any im-
ported coal tar product, now referred to as benzenoid, which is com-
petitive with a similar domestic product should be vaiued on the basis
of the latter’s American wholesale price. This statute has remained in
effect for 45 years, although the American chemical industry has grown
rapidly since then and is today one of the largest and strongest not only
in this country but in the world, and even though coal tars are now less
frequently involved, the major raw materials now being byproducts of
our petroleum industry, itself the largest and probably most efficient
in the world.

This system has long been criticized by other countries, and for

-arious reasons. Some of them ean be summarized as follows:

1. It provides extraordinary protection, both in comparison to the
duties which now apply to other U.S. industries and in comparison
with duties in effect abroad. The statutory rates for benzenoids alone
are already higher than those applying to most other products en-
tering the United States and higher than those typical of other na-
tions’ tariff schedules. When further applied to American wholesale
prices, these rates produce effective rates often many tiines higher
than the apparent duty. Some are actually above 100 percent and the
peak, as recently determined by a Tarift Commission study, is 172
percent.

2. The system is inconsistent with the customs practices of all our
trading partners for nonagricultural goods. Moreover, it would be in
violation of the standards of customs valuation laid down by the Gen-
eral Agreement on Tarifls and Trade. But for the fact that its use n
this country antedates our adherence to the GATT and was made
permissible under a “grandfather” clause.
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3. Under the ASP system a domestic manufacturers has unique
and unfair advantages. Within the limits of the effectiveness of com-
petitive forces in the U7.S. market, a manufacturer can adjust the level
of his taritf protection against his foreign competitor by the whole-
sale price he sets for his product. Moreover, if he is not actually mak-
ing a product “like or similar” to one currently imported, he can
decide to produce or merely to “offer to sell” a “like or similar”
product and thereby he triggers an increase, usually substantial, in
tne taritt wall that imports must surmount.

4. The foreign exporter of a product potentially subject to ASP,
consequently, cannot know at the time he signs a contract and ships
the product whether it will be subject to ASP nor what the ASP
will be until it has passed through our customs. This uncertainty as
to the amount of duty is a burden on trade with no counterpart in the
viet bulk of other international commerce in industrial goods.

The normal method of valuation, I might add, which applies to
virtually all other U.S. imports as well as to imports into all other
countries is exporvt value, that iz, the wholesale price of the product as
offered in arm’s-length transactions in the country of origin. For the
reasons I have cited and the fact that this particular system deviates so
sharply from the common practice, other countries consider it an
unjustified anomaly in our trade policy. From the very beginning of
the negotiations they made it a major issue, even though we made it
ervetal elear that we had no authority to change it under the authority
of the Trade Expansion Act,

Becnuse of the validity of those complaints and because our national
stake in world trade in chemicnls is so large—we export some $2.7
hillion in chemieals and our net export surplus is no less than $1.8
billion—=so that we have much to gain from liberalization of barriers
throughout the world in this industry—we undertook a sevies of in-
tensive studies of this issue over a 2-vear period. And now I come
to my second point, what the effects of the removal of ASP and its
conversion to the normal basis of valnation would be.

Errecrs o Cneyrcarn Invustry

[ recognize that there arve those who would have the Congress and
the public believe that the economic effects on this industry would,
and I quote, be “disastrous.” So serious a charge properly merits a
painstaking examination. I am sure when the Congress examines
the legislation whici the President will be submitting that a vital
and objective review of all the facts will be made. We shall at the
appropriate time provide all of the reasons we have found that lead
us to conclude that rio disaster lies ahead. I can understand the self-
interest of thoze who have benefited for 45 years from an extraordi-
nary svstem of tarift adjustment and from the very high level of
protection it creates in perpetuating that system. Nevertheless, the
national interest and the posture of our trade policy throughout the
world requires a full evaluation of all pertinent considerations.

Verv brieflv, what our studies found was a remarkable record of
growth and a well below average problem with imports. And. T might
add that the studies were based on evidence submitted by the industry
in four separate public hearings, two of which dealt entively with
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the ASP issue, as well as on extensive consultations with firms in the
industry.

Let me cite but a few figures, both for all of the chemical industry
and for that portion protected specially by ASP. It is not always
meaningful, I should note, to attempt to concentrate only on the
benzenold portion of the chemical industry. Useful data are not al-
ways available for benzenoid activities only. Perhaps more important,
we found that some of the major chemical companies—Ilarge, inte-
arated, and diversified firms—also dominate the benzenoid sector,
though their benzenoid production and sales are often but a small
fraction of their total corporate activity. In such cases it is not rea-
sonable to examine only the small fraction and overlook either the
largest area of their activity or the close interrelationships between
the parts.

We found that in 1964, the base year for data for our negotiations,
the chemical industry sold products worth $36 billion of which $3
billion were protected by ASP. ASP imports, in turn, were $50 mil-
lion, of which only about half were deemed by the Customs Bureau
to compete with American-made chemicals. This works out to an im-
port “penetration” less than 1 percent of our domestic market for
competitive products, far below the national average for all manu-
facturers.

We found further that not only has the chemical industry generally
been one of our fastest growing industries, as is well known, but also
that its benzenoid segment has a growth record—--overall from 7 per-
cent to 8 percent per year—that is impressive indeed. I probabiy need
not detail our export record in chemicals, The average increase has
been no less than 10 percent per year. We have not only the significant
export surplus I noted eavlier, but a surplus with each of our major
trading partners-—with Japan, with Canada. the 1X1C, and the United
Kingdom.

Our chemieal cxports. further, have grown even faster than average
into those foreign markets wheve the local firms have an advantage
over oar producers by virtue of customs unions or free trading areas,
such as the EEC and the EFTA nations. Our share of the KIXC im-
port market, for example, is equal to that of GGermany, our strongest
competitor and one with favored tariff treatment in selling into the
other BEEXC member states.

The picture for benzenoids alone, though the figures are less com-
plete, is much the same. Our exports in 1964 probably exceeded $300
millien. We exported at least six times as much as we imported or
etter than a tenth of production. We exported more than we ira-
ported, substantially more in most cases, in each of the major benze-
noid product groups—in intermediates, in dyes, in pigments, te name
the presumedly more sensitive ones, and clearly more in those groups
where our competitive strength is seldom called into question—in plas-
tics, in pesticides, plasticizers, and surface active agents.

We also found great concentration of production and sales in the
hands of a few large firms. While small firms, often specializing in
a few products or special services, are found in many benzenoid prod-
uct lines, we also found, for example, that five integrated and diversi-
fied companies account for two-thirds of total .S, production of ben-
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zenoid intermediates. Imports of all intermediates, by the way, were
less than 2 percent of sales in 1964, and exports were well in excess of
$100 million.

Much has been and undoubtedly will also be heard about our dye
industry, which is also protected by ASP. We found that four firms
make more than half of all sales in our domestic mariet and 10 have
three-quarters of the total, that sales have experienced an average
growth of 8 percent per year, and that imports of competiiive dyes
were again less than 2 percent in 1964,

Another area of which much has been said is the pigment sector
of this industry. Here we found that a single large firm has 25 percent
of all sales; another four bring the share up to 60 percent of the mar-
ket. Again, the growth rate has been well ahove the national average.
Imports were almost all deemed not competitive with U.S. pigments
and barely accounted for 1 percent of total consumption.

These are but a few of our specific findings. In reaching our con-
clusions both on conversion of the ASI system and on the rate redne-
tions that we negotiated in the ennedy Round or those we shall he
submitting to the Congress, we applied the same standards as we
observed in determining the reductions we could offer on all other
products of American agriculture and industry. We examined care-
fully all available evidence on the individual companies and their
workers, the prospects for future growth, the ability to adjust to in-
creased competition, and the potential for benefiting {rom new oppor-
tunities to expand exports. We reached a judgment on whether tariff
reduction would cause serious injury and whether the industry has the
competitive strer:th to adjust to such concessions, taking into ae-
count the adjustment provisions of the Trade Expansion Act. In the
end we foun({ that most parts of the benzenoid industry would not be
seriously injured by elimination of ASP and reduction by 59 percent
in the equivalent duties computed on the normal basis of valuatioa,
For others, we found th'it elimination of ASP would have no adverse
effect, but that reduction of duties by 50 percent would. In such cases,
we have proposed lesser tariff reductions.

I cannot leave this subject without taking note of the criticism
which has been made of the manner in which we achieved a satisfae-
tory negotiation of the ASP issue. We insisted. you may recall, that
any negotiation would have to be separate and distinet from the chemi-
cal negotiations in the Kennedy Round, so that the Congress would
have a full and free opportunity to judge the issue on its merits and to
determine, as well, whether reciprocity would be obtained in return
for abolishing the system. We also insisted that a satisfactory balance
of concessions in chemicals be achieved within the Kennedy Round
in keeping with the purposes of the Trade Expansion Act, as well as
to prevent “overloading” the separate ASP package and thereby im-
pair the free deliberation of its merits by the Congress.

These results were not easily achieved. Until virtually the last week
our negotiating partners refused to <pin off. so to speak. what they
considered to be a major negotiating objective or to pay additional
coin in return for its elimination. In the end, however. wa were able
to achieve a separate ASP package. as well as a balanced deal within
ihe chemical sector in the Kennedy Round.
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BarLance or BeNEFITS

This brings me to my third point. A proper appraisal of the benefits
gained and given in a trade negotiation necessarily mvolves a com-
posite judgnient based on the nature and volume of the trade subject
to concessions, an evaluation of the potentials thereby created for fu-
ture trade expansion, and on the depth of the concessions made. Com-
bining all these factors, the United States negotiated a balanced ex-
change with each major participant within the Iennedy Round while
retaining ASP and, should the Congress a{)prove legislation elimi-
nating ASP, we shall obtain further valuable concessions both to the
chemical and other industries. Together, the two packages commit the
major nations to make the sams average overall percentage reductions
in chemical tariffs and to eliminate significant nontariff barriers
againsg the trade of their partners.

In cach of the two packages, the concessions received by the United
States cover a substantially larger volume of our exports than the
volume of Immports on which concessions were granted. Taking into ac-
count both trade covered by concessions and the depth of the conces-
sions, the Tnited States thus stands to benefit on balance in each pack-
age. This positive balance also holds in our bilateral trade with each
major participant. Our chemical industry, in short, stands to derive
substantial benefits.

We should derive substantial benefits not only on balance but, criti-
cally, in the areas where it most counts. Foreign tariffs on our most
apidly growing export products will be drastically reduced, while the
exceptions to a 50-percent concessions by others should not adversely
alfect our future trade to any significant degree.

If ASP is eliminated, our negotiations will result in tariffs abroad
being uniformly :educed to extremely low levels, thereby providing
very considerable opportunities for our chemical industry. With very
few exceptions, there will be no rate in the United Kingdom or in the
LEEC above 12.5 percent. Tariffs on plastics, for example, will almost
all be 10 percent or less in the rapidly growing EISC and United King-
dom markets if ASP is eliminated. In 1964 we exported nearly $150
million of plastics to these two markets alone. Another of our burgeon-
ing overscas markets is in organic chemicals, other than plastics. The
United Kingdom here will bring its many 8314-percent rates down to
12.5 percent. Some $50 million of U.S. exports of organics go to the
United Kingdom alone. The EEC, in turn, will be cutting by nearly
50 percent on an even larger volume of our exports.

Most Japanese duties will be below 15 percent, as will Canadian
rates. By comparison, U.S. tariffs in certain key benzenoid sectors will
still be 20 percent, while sulfa drugs will be 25 percent and dyes and
pigments will be dutiable at 30 percent, substantially above comparable

-ates in other countries.

We are confident. that rates such as these will provide a sufficient
level of tartil protection for the U.S. benzenoid industry, a strong and
efficient industry with a demonstrated record of international com-
petitive ability. On the other hand, the concessions we have gained
should permit it, in turn, and the rest of the chemical industry as well
to continue to expand signilicantly their already substantial export
surpluses.
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T.ookiNg FORwWARD

Now I would like to turn briefly to the far more distant future.

There are many ways the United States could move on from the
Kennedy Round. We could simply seek another general round of taritl
reductions. We could pursue specialized negotiations on <ertain prod-
uets, or with certain countries. We could concentrate on some, or on
all. nontariff barriers. There is a very wide range of alternatives.

The President has asked, us T said, for a major study of U.S. trade
policy to determine which courses of action would be desirable in
the coming years, This study will give us all a chance to eateh our
breath and to give close serutiny to the likely eftects of the Kennedy
Round, while evaluating what remains to be done. It is my hope that
Members of Congress will take an active interest in this study. -

The range of issues which will require careful thought, and on
which we shall be =eeking vour advice, i1s wide.

Many of these 1ssues relate to the special trade problems of the devel-
oping conntries. These countries ave acutely conseious of the need for
expanding their exports, and have been pressing in recent years for a
new, general kind of diseriminatory treatment. As you know, what
they want is preferential access for all developing ccuntries into all
major industrialized countries, Sueh a step would, the developing coun-
tries claim, give them reasonable apportunity to export, while putting
all of the developing countries on an equal basis. These countries have
pressed their desire for preferences very hard, and many developed
countrics now appear to be willing to provide such preferred acces-.
The President indicated at Punta del Este that he was willing to
consider whether a common effort smong the developed countries was
desirable and feasible. Kxploratory discussions along these lines are
now underway in the OECD. ,

Meanwhile, proliferation of special trading arrangements between
developed and developing countries continues. These arrangements
tend to harm many countries while favoring only a few, and thus
threaten to offset many of the good effects of most-favored-nation

“tariff reductions such as those most recently achieved. Proliferation of

discrimination, if carried further, cenld hurt, most of all, the develop-
ing countries themselves, with a chosen few receiving modest benefits
from certain highly industrialized countries. and many others being
left as orphans. Somehow, we feel, a way must very soon be found to
halt this trend.

Looking at trade more generally, taviffs will in the future be much
lower, and in a number of cases remain only at nuisance levels. And as
1 said, in the case of Canada, we have actually gone to free trade in
many areas. And this raises a fundamental question of approach.
Should future trade negotiations adopt the same :’.m'oss-t{le-board
ts1s as the Kennedy Round, or should they be focused upon partienlar
commodities, as Kric Wyndham-White, the Director General of
GA'TT, has suggested,

In the agricultural field, tarifls are becoming even less important
relatively to other impediments or avtificial stimmlations to trade, We
must try to see if the United States can obtain significant liberaliza-
tion of agricultural trade for our exporters, because we are (uite aware
that in the Kennedy Round we m:u{o a start, but only a start. But at
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the same time we shall have to ascertain what present U.S. protection

we might have to give up to buy such liberalization. In trade, as you
know, nothing is free. A major eflort may be needed to limit the use of
export subsidies, especially In’countries where high price supports are
in operation. )

One of the most difficult, complex, and far-reaching areas with which
our future trade policy must deal is that of nontariff trade barriers.
"The obstacles to the unimpeded, nondiscriminatory flow of goods other
than tariffs take many forms, Moreover, they have very deep roots in
the fiscal, social, and economic policies of each nation and by that token
can be only slowly and painfully removed through international
negotiations, Their impact on trade and their distorting effects on
international competition are often not readily apparent, which makes
them all the more arduous to negotiate and eradicate.

A difficult question, therefore, that we will face is what of our own
NTRB’ we shall be prepared to give up in exchange for the dropping
of other nations’ barriers, :

As part of our study, we will attempt to compile a complete index
and analysis of all nontariff bavrriers, hoth foreign and domestic. In this
effort, we will be seeking the caoperation of business and of agriculture.
Wo are pleased to find that the national shamber of commerce has
recognized the inadequacy of data in this field and is working on its
own compilation.

1t may well prove useful to us in this project, as well as in other
aspects of our study, to hold publichearings.

Theroe is need again for carveful thought about what can and should
be done toward improving American export performance. In particu-
lar, we must see whether American exporters are disadvantaged in any
way in comparis~i with foreign exporters working under the benefit
of their government’s export programs or tax systems. We need to

consider whether new U.S. export incentives are feasible and consist-

ent with orderly development of world trade. At the same time we
should consider what actions may be necessary to control the unjusti-
fied use of export incentives by other countries.
Export incentives are only one aspect of export performance. A good
deal more thought is needed concerning the relationship between ex-
orts and foreign investment by American firms. We shall also need to
know more about the extent to which tariffs will act as an incentive to
invest abroad to get behind tariff walls despite the Kennedy Round re-
ductions. The trade flows within major international firms, many of
which have lost. their national identities, is another aren about which
we need to know much more. The worldwide flow of technology, invest-
ment, and trade within some industries may very well provide appro-
priate conditions for free trade in the products of those industries.
The many interrelationships between trade and investment in eco-
nomic growth and development teday have another crucial hearing
upon our trade policies. As the importance of the truly international
corporation grows and the two-way flow of trade, capital, and tech-
nology aceelerates, what is done in one (ield or in one geographic area
inevitably affects our policies and our performances in others. If, for
example, we would have other countries welcome our subsidiaries and
our steadily growing divect investments, and if our investors abiroad

£
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are to expect continued equal and reasonable treatment, then we must
see to it that the legitimate economic interests of other countries are
also taken into account in the determination of our own policies here
at home, An industry with as large and promising a stake in foreign

markets as the chemical m(lnih'\' for instance, should be aware of
the intensity of the grievances abroad over the tariff barriers we have
erected against the chemical products of other countries.

DoMestic ApsusrMENTS

We must give further thought to means by which our domestic eco-
nomic adjustments to increased trade ave acilitated. It is clear that
improved adjustment assistance provisions are needed to case the
plight of those adversely atlected by inereased imporis resulting {ioin
concessions which are of more general benefit. There has been a tend-
ency in the past to turn to protectionism when economic dislocations
threatened to occur. Ad hoe measures to protect certain products may
continue to be needed from time to time if emergencies come about. On
the whole, however, if international trade is to be further expanded,
the beneficiaries of this trade, including the United States, must styenu-
ously resist adoption of special protectionist devices, At home we shall
have to give much thought to finding the desirable halance-of-trade
pmmotin , and pmtwh\e devices designed to ease the process of eco-
nomie dislocation. And finally, we should have another look at existing
restrictive programs to sea whether they ean be adapted to the 1970,
or whether they should be gradually phased out.

In these remarks, Mr. (’,hairm:m, I have touched upon some of the
problems which need to be studied in coming months. There ave many
more which need to be studied because, as vou know, trade policy is ex-
tremely complex, In order to grasp this wide range of tssues we are
planning to establish a number of task forces within the exeentive
branch, which will include eonsultants from universities and from in-
dustry. We intend to maintain close ties with -avious industry, labor,
and agricultural groups around the country. Most important, we wel-
come vour active interest in all aspects of the trade policy investigation,

Our intention is to consult Members of Congress as we proceed with
the study for the President, as we did in the Kennedy Round. New
steps, as Senator Javits suggested, inevitabiy requive legrislation, mak-
ing it a matter of paramount importance that the views of the Congress
‘u.x fully considered in the formative stages of recommendations, In
this way. we can plan new steps tosard inereased world trade and
prosperity, with the knowledge that our policies and our actions repre-
sent Lhe hest interests of the Nation asa whole.

The Kennedy Round was only a step in the march toward freer
world trade. And the goal of world economie henefits must be pushed
vigorously.

Thank you very much,

Chairman Boces. Thank yvou very much, Mr. Roth.

For the purposes of the record T ask unanimous consent that the
statement. by Mr. Schnittker, Under Secretary of Agriculture be in-
cluded in the vecord.

Without objection, it is so ordered.

(The statement follows:)
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STATEMENT OF JOHN A. SCHNITTKER, UNDER SECRETARY OF
AGRICULTURE

Mr. Scu~rrrker, Mr, Chairman, I am pleased to have the opportu-
nity to report to you on agriculture in the Kennedy Round because I
have a very delinite personal interest in this trade negotiation and in
agricultural trade policy issues, and in Kennedy Round problems. As
vou know, during the final weeks of negotiation I headed our agricul-
tural contingent in Geneva. This has been interesting and rewarding
work. It is work, I might add, which is vital to the improvement of
farm incoine in the United States. Exports of farm products constitute
a large and growing part of our sales, This year they will reach a new
record of %6.8 billion or more. We think a total of $8 billion by 1970
iz o nrebability, and we see $10 billion by 1880 as a distinct possibihily.

Many [actors enter into export expansion, but the one vital factor is
aceess to world markets, The Kennedy Round has given us better access
to our foreign agricultural marvkets. Concessions won at Geneva will
mean substantially larger sales for many of our farm product exports.

Wo gained considerably in fruits and vegetables, oilseeds, tobaceo,
variety meats, tallow, and a number of other products. The concessions
granted by others covered over $900 million in their imports from the
Tnited States in 196, On produets accounting for over $700 million—
where we have an important export interest—duties were cut. These
cutsaveraged over 40 percent.

The Kennedy Round has also given us a new grains arrangement
whicly will provide additional price imsurance {o ULS. wheat producers,
"This arrangeient contains, also, signilicant food aid provisions, com-
pletely unprecedented in any multilateral accord of which I am aware.
Apart. from their inlrinsic humanitarvian worth, and this in itself is
adequato justification for them, these provisions should open new com-
mereial outlets for wheat and to some extent, feed grains,

U.S. duties on some products also came down and imports can be
expected Lo increase moderately. Duties covering around $300 million
were cut by an average 39 percent. The existing duty or duty-free
status of an additional $290 million was bound against upward change.
Many of these voncessions relate to tropical produets which we do not
produce. 'They were granted for the benefit of the developing nations,
Bargaining is never completely without pain, however; some of our
producers will be exposed to increased competition, and some to
sharper competition than others. To my knowledge, though, no pro-
ducer will bo exposed to serious economic injury.

To be able to report this much suceess is a pleasure. But I would be
less than frank if I did not hasten te say that I also have a sharp feel-
ing of disappointment. In this negotiation we were unable fo im-
prove our position with respect to the KIEC variable levy system. That
system, which insulates home producers from the effects of outsido
competition regardless of the difference in efficiency, is perhaps the
areatest unsolved problem in international agricultural trade today.

Now let s look at some of the speceifies:

Grains

The bargain struck in grains has been discussed to a considerable
extent. in recent days go T will review only the highlights, the most
important of which is that the grains arrangement 1s good for Ameri-
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can agriculture in spite of the fact that we didn’t get the guaranteed
access we sought.,

Pricing provisions will raise the world price floor from the current
level by 23 cents a bushel. The “reference wheat” is No. 2 Tard Winter
wheat, ordinary protein, gulf location. This increase gives U.S. wheat
farmers additional price msurance. The current $1.50 minimum under
the existing International Wheat Agreement relates to about $1.15 a
bushel at the farm, whereas the new minimum of $1.73 relates to $1.38
at the farm. Obviously we have helped our farmers.

Food aid provisions of the agreement eall for the industrialized
countries to provide t he less-developed countries -£5 miiiion metric toins
a year. ITelping the less-developed countries was one of the objectives
of the Kennedy Round. T have mentioned that we reduced and elimi-
nated duties on many of the products which ihey have to sell-—this
was a major contribution by the United States. The food aid provisions
of the grains arrangement are another major econtribution. Hopefully
this program will form the nucleus of a Inrger and truly multilateral
attack on hunger in the world. Moreover, hecanse importing industri-
alized countries will furnish 1.9 million tons of the 4.5 millon ton pro-
gram as wheat or feed grains, our farmers should enjoy some expan-
sten of their foreign commereial trade.

Let me point out. in this connection that we set a new all-time record
for commercial exports of wheat and wheat produets in the marketing
year that ended June 30, 1967, In that vear we sold for dellars some
430 million bushels—-94 million more than last year.

Our total wheat exports for the vear are expected to be in the neigh-
borhood of 735 to 740 million bushels—just about equal to our target.
A decrease in TPublic Law 8C has been balanced by the inerease in
commercial sales.

All this is evidence to me that we are moving in the right direction.
We prefer to sell for dollars whenever we can. The developing coun-
tries would prefer to buy their grain for dollars whenever they can.
The sharp expansion of dollar sales shows that we can move—-that we
are moving—toward sounder trade patterns, greater self-help on the
part of the developing nations, and increased sharing by other
countries.

To my mind, ths extent to which we expand food exports for dollars
is one measure of our success in helping the developing countries meet
their food problem. Conversely, an expanding need for Publie Taw 450
food. other than needs erowing out of emergenciss, should be cause
for coneern.

A negotiating conference to work out an Tnternational Grains Ar-
rangenent. will be held in Rome on July 12, The new pact is expected
to replace the existing International Wheat Agreement, substantive
features of which will expire July 31, 1967,

Odilseed and velated products

We did well on oilseeds. Japan cut the duty on soybeaus by 54 per-
cent, and on safllower sced by 50 percent, These are significant cuts,
Jupan's sovbean trade had a value of %151 million in 1961 and saftltower
seed $22 million.

The United Kingdom completely eliminated its Commonwealth
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preference on soybeans. Our exports in 1964 were worth over $19
million.

Joncessions we gave other countries in this category had an aggre-
gate value of around $t1 million. We are not major importers of oil-
seeds or oilseed products.

Livestock and meat products

We got many useful concessions on the producis we export in this
secior. The KIEC cut its duty on variety meats from 20 to 13 percent ad
ralorem, eliminated i*s low duty on inedible tallow and cut the duty
v edible tadlow. Our sales of variety meats to the 1414C amounted to
$31 million in 1964, our sales of tallow to $36 million. Japan reduced
its duty on tallow from 4 to 2.5 percent. Qur sales here amounted to
433 1aitlion, Altogeiher these concessions amounted to a trade of $140
million. The United Kingdom cut its duty on variety meats from 20
pereent to 10 percent ad valorem. These are some of the major
reductions.

On our side, we reduced the duty cn fresh perk—and Canada did
likewise. This is one of the items where we and the Canadians main-
tain the same duty. Trade in fresh chilled and frozen pork moves back
and forth across our border. Qur impert duty on lamb was cut in hatf—
from 8.5 cents per pound to 1.7 cents per pound and our duty on canned
beef was also cut. Lamb imports over the past 5 years have been stable.
They amount to only 2 percent of U.S. production.

We did not. reduce U.S. duties on fresh chilled and frozen beef, veal,
and mutton, on cooked beef, on feeder cattle, or on wools finer than
44’s, These products accounted for about $370 million in U.S. imports
in 1964—by far the bulk of our dutiable imports in this livestock sector.
No cuts were made in the duties on canned pork, althongh the current
rate of duty—3 cents a pound—-was bound at that level.

Fruits,vegetables, edible nuts, and wines

On fruits and vegetables, we negotiated the most meaningful
bargains with the United Kingdom and the other EFTA countries.
The United Kingdom made significant concessions on fresh vegetables,
fresh fruits, canned froit-—notably peaches and fruit cocktail, raisins,
almonds, and peecans. The Scandinavian countries made attractive
tariff cuts on fresh, canned, and dried {ruit.

Canada, our principal market for fresh vegetables, accounted for
nearly three-fourths of the concessions we got in that category, as well
as making significant cuts on numerous other produets. On a number
of products—such as {resh apples—we were able to negotiate the elim-
Ination of duties by both ourselves and C'anada. 'This continues a long
and mutually beneficial process of eliminating restrictions where the
trade between ourselves is largely a two-way affair. The EEC made
a few cuts on fresh grapefruit and canned grapefruit juice, cut duties
slightly on canned fruit cocktail and grapefruit sections. We were
sharply disappointed, however, in that we were unable to resolve either
the sugar added duty problem or the fresh fruit veference price prob-
lem with the EXC. Both of these remain to be dealt with,

We gave concessions covering less than one-fourth of our competi-
tive imports of fruits and vegetables. Among the U.S. cuts of most
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interest to U.S. producers were those on canned {omato paste and sauce
where the duty was cut by 20 percent and on canned whole tomatoes
where the cut reached 30 percent. We reduced the duties slightly on
champagne and vermouth, but not on the major still wines.

Tobacco . .

On tobacco our major negotiation was with the EBC. The BLC
agreed to scale down from 28 to 23 percent the ad valorem duty on
unmanufactured tobacco and to set the maximum charge at 15 cents
a pound instead of 17.2. This will help. Even though U.S. tobacco
will have to pay the maximum, it will pay Jess than it did formerly,
which means we'll be on more even terms with our competitors. In ve-
turn, we cut our duty on oriental cigarette leat by 10 percent, for the
benefit of Greece and Turkey—IEC afliliates. We did not cut duties
on cigar tobaccos nor on cigarettes.

When the United Kingdom cuts its Commonwealth preference of
215 cents to 17.2 cents, as proposed, our leaf will be more competitive
in the British market. The United Kingdom proposal is tied to our
removal of the American selling price system of valuation.

Austria, Denmark, and Sweden granted duty-free bindings on to-
baceo, and Finland cut its duties 50 percent.

We were disappointed in not obtaining tobaceo concessions {rom
Australia, which has erected very high trade barriers around its to-
baecco industry.

Daipy and poultry products

We nlio hoped for more than we got in the daipy and poultry arvea,
Our biggest disappointment was the centinued feilure < the EEC
coeuntries to give us market accezs for fresh frozen ponltry and to neree
to meanineful Jimits on KREC ehicken export subsidies. We did get a
19-pereent reduetion on eanned poultey from the BECG, but exports to
tiad area are smail wlu‘/n compared to the market for the frozen produet
we bad up to 1963, This remains a problem for us.

Japan reduced the duly on whole turkeys from 20 to 15 pereent.

One principal coneessions in the dairy area were taril euts on Swiss
and Roquefort, and certain Italian cheeses. These types do not came
under the section 22 quota svstem.

Those are the highlights o the concessicns exchanged. T would
characterize the net result of the Kennedy Rouad as ~uiodest liberaliza-
tion.™ It will improve our aceess to markets,

LOOKING ANEAD

American agriculture came to the Xennedy Round in a spirit of
expectation. We sought a general lowering of agriculiural (rade bar-
riers which would give eficient farmers, ours and in other countrisg, n
greater opportunity to sell competitively in the world’s expanding
markets. Wo looked on the Kennedy Round as a means of helping
world trade in general and our own export drive in particular.

To some extent, our expectations were realized. Considering the
problems encountered, wo emerged with far better results than we
thought. possible during some of the darkest days when negotiations
almost broke off.

\
b
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But while the negotiation has given us modest trade liberalization,
it also has made us aware of the problems we still face in bringing
move order to world agricultural trade. 'To me, this is the really sig-
nificant result at Geneva.

The Kennedy Round has shown beyond doubt that we cannot buy—
with reductions in duties—removal of the major barriers standing in
the way of a substantial and orderly trade in farm products.

The Kennedy Round has also shown that a massive, multilateral
trade negotintion involving all countries and all products is not an
appropriate way to get at the root of agricultural trade problems, It
provides too much opportunity for avoiding the real business at hand.

The Kennedy Round ended up being primarily a taviif negotiation.
Taritls remain an important means of protecting producers in many
pitrts of the world. But in ngriculture, particularly, other barriers are
numeons and complex. Negotiators met with only limited siceess in
reinoving or lowering them and, on the really hard-core preduets, had
no suecess at all,

Overall, the problem of liberaiizing trade stems from the alost
eeneral disparity in income between farm and nonfarm people, As a
rulo of thumb, around the world a farnier gets only about one-half as
much income for his labor and investment. as the nontarm soetors of
the respeetive eountries enjoy. That disparity poses an obligation on
every government. to protect the incomes of its farmers and still make
sura that all the people have enough food and fiber and other produets
ol agriculture. It is an obligation that has called forth price and in-
coma programs in every country in the world. These take many differ-
ent forms.

The ILuropean Economic Community for most products attempts to
leep domestic agricultural prices high through a variable levy system.
Tha EEC sets the prices, and the vaviable levies remove the effeet of
outside competition, because they always are high enough to offvet
any competitive advantage thz outside product might have. Thix is
truly a formidable barrier to trade. The variable levy on grains, for
example, ig abont 100 percent ad valorem.

The United Iingnlom favors the deficiency payment support svstem,
ITere internal consumer prices are allowed to seek their own level. But.
producer returns are kept ot Government-set. levels through producer
payments which make up the difference hetween these levels and what
they receive in the marketplace. The impact of this sysfem on exporiors
i« more obseure, but severe nevertheless, Iigh producer prices inerease
domestic self-sufliciency, and the effort of an exporter to hald his salexs
in that market leads to artificially low and unvemunerative prices.

We have onr support programs in the United Sfatas a'so, as you
know, In some eases—in cotton and wool—the program is n combina-
tion of deficiency payments and tarifls or quotas, Tn dairy, if isa com-
bination of « support price and quotas and tarifls, Tn araing we use
a certificate program. OQur svstem is different. from most, however, in
that we nse in many cases, brodustion controls to prevent our progroms
from leading to ever-inereasing excess autput,

Government. support programe often lTead not only to import con-
trol, but also fo export ascistanee, The KO T export cubsidies, Den-
mark uses a two-price systeny in which prices for produets marketed
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at home are held at one level, while exports are marketed woll below
that. Other countries use marketing boards that have great flexibility
in price practices. These practices are widespread.

Let me shave with you a conerete illustration of the kind of prob-
e I have been talking about. Just the other day we had to make the
very diflienlt, decision to recommend sharp restrictions on imports of
dairy produets into the United States. This was not a pleasant decision,
as a country which exports as much as we do must be prepared to im-
port as well. But the trade was not a healthy one. Under the BEC sys-
tem of high dairy support prices protected by variable levies, produe-
tion has inereased to the point that heavy surpluses of butter and
cheese are a glut on the KIEC market. Under such cirenmsta;.ces, the
1SN0 export subsidy counterpart of the variable levy operates almost
automatically to move these surpluses out of the EEC irrespective of
their impact on the trade of more ellicient suppliers or on the ccono-
mies of tmporters. They move to wherever they can find entry at what-
ever price they can command.

IEC butter, therefore, being produced at a price of 60 to 65 cents
per pound was being sold in the United States for around 22 cents
per pound. It v.as entering the United States as a butterfat-sugar mix-
ture in circumvention of existing U.S. import controls on butter, and
in quantities which were interfering with the operation of our own
support program. This was a situation which caused major difficulties
for us and for ail our traditional trading partners, We could not allow
it to continue. The butter came to the United States because it could not
go elsewhere. Some years agoe, the United Kingdom, faced with al-
most the same problem, instituted quotas to protect her suppliers—New
Zealand, Australia, and Denmark, Japan imposes tight quantitative
restrictions, as does Canada and others.

You will reeall that not ton many years ago the United States also
had burdensome =urpluses of dairy produets, We didn’t dump ours in-
dizeriminately into the infernational market. We stored them, uzed
them at home in school Tunch programs and to foed our needy. We
moved them abroad only when the demand was such that they did not
disturb the international market. It ix a pity that other major producers
have not practiced similar vestraint. Theiv practices will make it dif-
ficult. for all of us in the vears to come. T might say, parenthetically,
that we in Agriculture are determined {o prevent export subsidiza-
tion from undercutting our producers, either iii our own country or
in their foreign markets,

Even if countiies were agreed, thevefore, on the kind of order they
wanted to put into the international trading system, the task of re-
shaping its numerous and complicated barriers to do this would be a
formidable one. Even to catalog and understand them is diflieult, To
deal with them all in a comprehensive way is virtually impossible.
This the Kennedy Round has made elear to us.

Tlow can we deal with these hurriers? What Lind of plan ean be
nged 2 What shoald our agricnltural trade poliey be? Ambassador Roth
haz mentioned the trade poliey stndy which e will underiake over the
next vear, This will help us decide and T eavnot anticipate it. T ean
sugeest, however, that he explere earefully the fTollowing principles,
which T think ave essential.
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The underlying objective in U.S. agricultural trade policy must
continue to be of orienting agricultural trade flows on the basis of
efficiency. In other words, those who can produce abundantly, inex-
pensively, and well should produce and should be leaders in trade.

There will be exceptions, of course. 1f some countries insist on pro-
ducing at heavy cost simply because they are so inclined and have the
money, we can't prevent them, But we can try in every way we know
to show them that they are wrong and where they arve wrong.

We should focus our attention on individual products or, at most,
product groups, and we should seek to deal in depth with the barriers
affecting these so that when we have reached an accord, we have some
hope that it will stick. It deesn’t help to lop off one barrier only to have
another take its place because we have not gotten at the root of the
trouble, And 1 think we should start these explorations among key
countries in the very near future.

We must recognize that we have to work with and adapt the sup-
port systems which exist to the international economy we want. In
the I{ennedy Round, the United States supported this kind of prag-
matic approach. We wanted to isolate the system in each country and
see the full depth and scope of the barrier in its own setting. The EIC,
however, supported a different approach. They seemed to want to
introduce certain common elements into every country’s system, such
as international reference prices and variable levies, which charac-
tevize their system. This was clearly impossible. With patience and
effort, existing systems can possibly be oriented toward freer inter-
national trade based on efliciency in production. They canuot be
abruptly overturned or replaced, however, to accord with anyone's
preconceived plan for market organization.

THE DEVELOPING WORLD

Tet's alzo recognize that the Kennedy Round had more significance
for the industrialized nations than it had for the developing countries.

The United States tried hard to make it a more meaningful round
for the less developed countries. In agriculture we cut and in many
cases eliminated duties on tmpical products valued at almost §120
million-- praduets such as Indian cashew nuts, Brazil nuts, Philip-
pino desiceated coconut, and so on. We committed ourselves not to
put duties on fresh bananas and other products now duty free amount-
g to about another $140 million. And we also cut dutics on some
temperate products—in which the developing countries had a trade
interest approaching $70 million. I know of no other area of the world
that did as much in this way as the United States.

The Jegitimate needs of the developing countries can he only par-
tinlly met through this conventional trade route. President Johnson
said last April, at Punta del Tiste:

Weo are veady to explore with other industrialized countries--and with our
own people  the pessibility of temporary prefervential tarvift advantages for all
developing countries in the maliets of all the indusirialized countrios,

These arve ways in which we ean help the developing countries to
grow- -to develop their ngricultural econoiiies, for economic growth
i Asiae Arieas and Latin Ameriea depends o an inereasing extent
apon agricultaral development,



G

oM e

36 THE FUTURE OF U.S. FOREIGN TRADE POLICY

Agriculture performs several functions in promoting economic
growth. It supplies the food required by urban populations, other-
wise precious foreign exchange must be used for food imports. It must
generate some of the raw materials for industry, earn foreign ex-
change, and make labor available for industrial construction and ex-
pansion. Agriculture also must provide part of the capital accumu-
lation needed for further growth. as well as being a market for such
industrial products as fertilizer, farm machinery, and a broad variety
of manufactured consumers’ goods. To the extent that a country’s
foreign agriculture promotes general economic growth, to that extent,
it ereates a basis for commercial trade. ’

U.S. help with this agricultural development goes far heyond just
being a good market. We ave spending hundreds ot millions of dollars
to finance the transfer of Ameriean farming fechnignes; improvement
of transportation, marketing, and irrigation facilities: establishment
of extensicn service, cooperatives, eredit systems: purchases of Amer-
ican-made farm equipment, posticides, and fertifizer; and research
on soils and seeds.

For many vears the United States has been loaning know-how
through the Agency for International Development and its prede-
ceszor agencies, and throueh programs operated hy State universities
and private consulting organizations, More recently these programs
have been broadened to include the Department of Agrieniture.
through establishment. of an TIniernational Development Service,
which 1= financed by aned works clozely with ATD.

We have furnished over $18 billion worth of food aid since 1054,
We inzist now that this aid be accompanied by a meajor self-help effort
on the part. of the countries receiving it. We alse are insisting these
days that. other countries help us earry a part of the hurden, through
the India aid consortium, world food program, and other multi-
national aid ctlorts.

Altogether, progress is being made in meeting the world’s food
problenm. And progress is heing made almost evervwhere in the vital
area of economie development,

IN CONCLUSION

Ameviean agriculture has immense influence in world affairs. This
influence will grow as both populations and per eapita incomes of the
world’s people rise and strevethion dezemd for the food and fiber we
can produce with such efliciencey.,

Dut trade, nltimately, is the conduit through which the hounty that
i3 ours ean reach foreign econsumers. Fundamental to that trade is
the extent to which the world’s people allow comparative advantage
to function. That's why the solution of trade problems is so important.
The Wennedy Round resolved only come of aorviculiure’s {rade prob-
lems, Many remain, But I think the Kennedy Tound did help clavify
the thinking of onr own participants and of onr trading partners.
Tt gave us new insight and perspeetive as we tey again: and we nst
try sooin and keep tryine. Only as trade in food and agrieultural
products i+ allowed to flov in a relatively woresricted manner will
the world's people share, o5 they shanidy in all the eood thines that
o modern seienee and technelogy can n ke availahle,
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Chairman Boges. Senator Miller?

menator Mineer, Thank you, Mr. Chairman,

Mr. Ambassador, 1 would Iike to touch on some of the agricultural
matters. As I understand it, as far as grain is concerned, there was no
agreement regarding the guavanteed access or reduction in tariffs on
the part of the Conmumon Mazket, is that correct?

M. Rorie, That is correet.

Senator Mirver, I understand further that we did take the position
that we should have o gnaranteed aceess, that was our oviginal position,
was it not ¢

Mr. Rori, That is covrect,

Senator Misier, And may T ask, what was the percenfage that we
asked for?

Mr. Rori, We in effect asked a percentage that wounld give us what,
during the base pericd, was our actual access. I think that was about
25 percent.

Senator Mrrrer. And what was the base period ?

Mr. Rorrt. 1964-66.

Senator Mirrer. 1964-66. During that base period we had 25 per-
cent of their domestic market. So what was asked for? May I ask,
wl:at would that mean in tons? Do you have a figure readily available?
As I recall, it was around a million tons.

Mr. Rorm. Mr. Toanes says about 17 million, both feed grains and
wheat.

Senator Mirrer. 17 million. Since we didn’t get that, we did obtain
an agreement that the Common Market would furnish a certain amount
of feed grains per year, am I correct ?

My, Rorrn, Yes, about a million tons for food aid.

Senator Mirrer. A million tons.

Mr. Ambassador, are you sure that that 25 percent is of 15 million
tons? I did not have the impression that it was anywhere near that
amount. Wearve talking about the 235 percent.

AMr. Roru, That is {or total imports. Are you talking just about the
United States?

Senator Mimuree, I am talking about the United States access to
the Common BMarket based on the base period 196166, which, as I
understood it, in the case of grains amounted to 25 percent, which
was the point that you were seeking.

Mr, Rorn. That would be about 9 million tons as the American
shave of the 17 million,

Senator Mirrer, 9 million tons, So that our proposition originally
was that we would be guaranteed an necess of 9 million tons of grain
shipments to the Common Market per year. And they refused to give
us that. And in place of that we obtained an agreement that they
would put up 1 million tons of food aid per year, is that correct?

Mr. Rorm. Plus agreement to a higher minimum price.

Senator Miuren. Yes, but T am talking now about buying,

Now, according to Mr. Schnittker, in the article T referred to from
the New York Times of May 19, 1967, hie said that the United States
gave up trving to get guaranteed access to the market becanse the
Community's final offer had no value, What was the Cemnuamity’s
final offer on that aceess?

('The article referred to by Senator Miller follows:)
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[From the New York Tinies, May 19, 1967}
U.S. FARM TARIFF NEGOTIATOR SAYS ACCORD WiILL Alp ExPORTS

WASHINGTON, May 18.—The United States won “very significant” reductious
in some barriers to America‘s agricultural exports in the Kennedy Round of trade
talks, the chief United States farm negotiator said today.

John A. Nehnittker, Under Sceretary of Agriculture, just back from Geneva
where the negotiations took place, gave additional information on the new grains
agreement that came out of the Kennedy Round. He declined to discuss other
products in detail.

Mr. Schnittker gave his views at a news conference as Allan Shrivers, president
of the United States Chamber of Commercee, issued a statoment saying, “There is
widespread approval among American businessmen of the results of the Kennedy
round of trade negotintions.”

Mr. Shrivers said new efforts to liberalize trade *“should begin with further
elimination of nontariff barriers.”

Mr. Schuitiker gave thess estimates of the effeets of the new grains agreement,
affecting primarily wheat ¢

The export price of standard hard winter wheat at United States Gulf ports
will range over the next three years from $1.80 to $1.95 a bushel. This compares
with an average of $1.70 over the last three years and $1.83 aow.

The increase will have the effect of raising slightly (he price to United States
wheat farmers, but it will not affeet the price of bread to the consumer,

The United States gave up trying to get guaranteed “aceess” to the market of
the European Beonomic Community because the community's final offer had “no
value.” However, the United States sees a “reasonable chance™ that total grain
exports to the Common Market (as the community is generally known) will he
maintained because production there may grow no faster than consumption and
because the community will now have to export more grain under the new food aid
agreement for poor countries.

The net etfect of the new grains agreement—including the sharing of the burden
of food aid to the extent of two million tons by countries that are now importers—
will be “a higher dollar value” for the United States in it wheat exports, though
probably not much change in the physical volume. The high value would come
both from the higher price and the probability that a larger share of United
States exports would be for dellars rather than on a “concessional” basis to poor
countries.

(The following letter was subsequently submitted by Mr. Roth:)

OFFICE OF THE SPECIAL REPRESENTATIVES
FOR TRADE NEGUTIATIONS,
ExecvTive OFFICE OF THE PRESIDENT,
Washington, July 12, 1967,
Hon, HALE Boaas,
Chairman, Subcommittce on Forcion Eeonomie Poliep, Joint Economio Com-
mittee, Congress of the United States, Washington, D.C.

Dear Mg, CualrMAN: At yesterday’s hearing, Senator Jack Miller asked about
the value te Amerviean agrienlturve of the higher minimum prices in an inter-
national grain arrangement,

There is no question that the Ameriean wheat farming community believes that
the new mininumn price provisions are valuable. This is cortainly the view of
Hersehel Newsom of the Grange and Touny DeChant of the Tarmess Union, as
well as Allen Tom of the National Wheat Growers Association and Ralph Ball
of Great Plains Wheat, All of these farm group representatives were in Geneva
with na at one time or the other during the negotiations, and they all concurvred
in the notion that the higher minimum prices will he of great benetfit to Amer-
ican wheat producers.

The new prices of 8173 per bushel, f.o.b. Gulf, for No, 2 [Tard Winter Ordinary
wheat is abour 23 eents higher than the minimun in the oxisting Infernational
Whent Agreement. Today, Hard Winter Ordinary ot the Gulf is bringing about
£1.78 per bushel, whereas o month ago, the price for this grade of wheat at the
Gull was about 81.86. Obviousty, what has happened is that the weight of sup-
plies on the market, not just the United States but i other oxporting countries
has put pressure on priecs. In part, this s also due to swalier import demands
in certain areas such as the Soviet Union.
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Moreover. the same downward drift in international wheat prices has heen
notficeable in other classes of American wheat and, in one of them, Soft Red
Winter wheat, current market prices at the Gulf are below :he minimum indicator
level of 1.60 per bushel proposed in the new International Grains Arrangement.
Again, the basic reason is the same—increased U.S. and worid supplies in rela-
tion to demaud, There is therefore no question in my mind that a new inter-
national gruin arrangement with prices 23 cents a bushel higher than in the
current International Wheat Agreement would give us the possibility of working
with other exporters to translate those higher minimuris into higher returns
for producers.

Sincerely yours,
WiILLtanM M, Rori,
Special Representative,

('The following item was included at the subsequent request of Sen-
ator Miller:)

Trane Broc SEeks GrAIN OurruTr Risy
MOVID WOULD SERIOUSLY CUT NEED TO IMPORT FEED CEREALS FROM UNITED STATES
(By Edwin L. Dale, Jr., Special to The New York Times)

WaAsSHINGTON, July 12,11 2 move that could cost the United States milliong of
dollars of badly needed exports, the Kuropean Common Market has quietly set in
motion & change in its farm program to increase the production ot corn angd otlier
feed grains.

T'his has become known here in the last few days and has caused concern, if not
alarm, in both the government and the grain trade.

The move follows the completion of the Kennedy round of trade negotiatious,
in which the United States won major reductions in the Common Market tariff on
industrial goods but relatively little trade liberalization in agriculture.

The Comunon Market action is a proposal by the Executive Commission in Brus-
sels, still not formally published, to raise substantially the minitvum price support
levels for corn, barley and rye, without any change in the price level for wheat,

TWO-FOLD RESULT

The result, in the view of both American and European officials, would be two-
fold, both elements reducing the huge p1esent European need to inmiport feed grains
for cattle and poultry. The United States is by far the largest supplier of these
graing, chiefly cora.

Irirst, the higher price support levels would induce European farmers to grow
more feed grains, thus cutting the need for imports.

Under the Common Market system of variable levies at the frontier, imports
form a *“residual” supply, meeting only needs not filled by domestic production,

Necond, with feed grains more costly, it would become protitable for some liuro-
pean whesat production to be used as feed for animals rather than for hunan con-
sumption. This again would cut the need for imported feed grains,

FEED GRAIN PIVERSION

Diversion of wheat for use as feed would reduce the amount available for
eaport by the Common Market, almost all France. Dut this would not help the
United States beeause French wheat is of a different quality from United States
wheat and is sold to markets where United States wheat is not competitive,

Thus, if the proposal is adopted, the Tinited States weonld lose feed gradn ox-
ports to the Common Market and would not make up the difference in wheat
exports. Total grain exports to the community are about $300-million a year,
mainly feed grains,

The proposal by the Common Market commission still must be approved by the
riling Council of Ministers, 1t would affect the crop year heginning July 1, 1968,

BHIFT OF EMPHASIS

The Common Market commission is reliabiy reporied to be frankly desirons of
changing the “balonce” of coramunity agriculture, with more emphasis on feed
wrain prodaction and less on wheat, The six member nations taken together are
huge importers of feed grains, yet not exporters of wheat,
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Mr. Rors. They had developed a formula which we said would be
aocoptable to determine access, based upon the so-called gelf-sufficiency
tatio, that is the ratio of production to consumption. In this base
period we felt that domestic production shoyld be around 85 to 86 per-
cent of total consumption. Their last offer was considerably in excess
of that. In other words, what'they wanted was a level for imports
which would give their own"producers some ‘Possibility of growth,
The EEC was insistent on this, and the British were insistént on it.
That was one part of the problem. e T

The second part of the problem——

Senator MrLLer. May I ask you before you leave that part of the
problem, what was wrong about that from our standpoint?

Mz, Rorin. From our standpoint, in an agreement that lasted at the
most for 3 years, we felt that at no time during that %eriod would
the access formula actually come into effect and that their formula
allowed their own producers too much room to grow. And it wasn’t

worthwhile paying for this, as we felt that in the feed grain area our
exports to the Community, which is more and more a meat consuming
area, will grow. C, ,
_Senator MirLer, But may I ask, the wey it came out, haven’t we
given them just as much if not more room to grow ?
Mr. Rors. But weare not paying forit. ~— ' ° S
‘ ibvlnll (O:ome back to this, but may I go on to some other aspects of this
problem ' .
Senator MILLER. Yes. W . ,
Mr. Rora. In order to have an access formuls that really wor_ks% }z:.t
°

a point you get almost into a. rigid sharing;of markets when
foxI')mula. {omes into effect. We found domestg: resist?mc'e&to this con-
cept. We also felt that a complicated formula such as the self-sufficienc
formula would be very difficult to explain, It would be ver difficult
.in particular to explain why we paid something that wouldn't really
give us what we thought we were getting. ¥t was much simpler to get
& minimum price that would set o higher base than J)resgnt ‘world
_ wheat prices, and secondly, to get;somg help in.food aid which would
do two things: one, take part of the burden, which we have carried
alone off our shoulders; and secondly, take a certain amount of wheat
off the commercial market. . i e

There is one other aspect of this. The Community and the British—
but the Community in particular—said that if you want a minimum
price for wheat you should also accopt one for feed grain. We couldn’t
accept that, becayse the way our trade goes in feed lgrams wo have to
have price inflexibility, and because we didn't feel Congress would
accept this, But we were caught in this position, saying we wanted
a minimum price on wheat but not on feed grains. o

- So basically what we did in the final weeks was to negotiate an
agresment that relates just to wheat. In feed grains, as said, we
feel that we have an expanding market, And this access formula was
not that important, o . :

Senator Mir.Ler. On this 1 million tons of food aid, which was one
of the trade offers, do I understand that this 1 million tons of food aid
from the Common Market countries represents a net increase of 1 mil-
lion tons of food aid over and above what they have now been
supplying? w S

. . !,
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Mr. Rorsr. Of course; since they have not been supplying food aid.

Senator MiLrer, There has been no food aid from France or West
Germany or the other Common Market countries to any developing
country anywhere, Africa, the former French colonies, or any other
country in the world? : .

Mr. ‘Rorn. Practically none in the grains area. The most ‘recent
attempt by the United States was not-quite a-year ago when we tried
to put together an Indian ‘copsoftium. The Japanese.agreed to make
a contribution, but as far sl know to date we have nﬁ‘ﬁ@n success- -
ful in Europe. So this isanew step. . . oo
Senator Mirrer. Nofv, are thete any st?ﬁgs%q this 1 million\tons as

1

to what countries will be the recipient of\it? Fo¥-sxample, is it\open
to France to ship Ats'féod a;%bo} some dew\gloping ountty of its gwn
8 that work out? s L :

m\zed out, b tlkeg:way. The

choosing ¢ How
Mr. Rorn. Pyttt of it still has to be-

International Wheat Agresmeéfit - (‘FW a mébeting this wee
in Rome to work out all the detaild of this. V- o :
Senator MiLter. I am gorry. I *t hear that Jast senternce.
Mr. Rorn. Ijsaid thattheagreemefit isinot entirely-worked out in al

these phases. We still have pe 3 @go 4 weekd of negotia-
tions. The negdtiators meet later this week/in- 71e under the auspi
of the Internatipnal Wheat Agreement. | s

id wiii"ﬁave to go
a procedure whepe-
ilatergily, as we dp-

Mr. Toanes. There willibe agreement tha ‘%hé
. developing countyries. And-there will cértaifily
by, to the extent dhat the pro%rams‘m’op ated
erate our programs, reports will have to be made td thg Wheat Cophcil
and a subsidiary body of that Council showihg thevofintry of destina-
tion and the terms. There will be provis n the a, e
terms that are acceptab t{mo.kq them true aid conditions rat
commercial coriditions, Lo
Senator MiLLer. Do you know-whether ill include some
kind of an understanding by which ¢6 be the recipient ¥ To
come back to my question, will F'rance, for example, be free to deter-
mine what countrx'or countries its share of this food aid will go tof
Mr. Toawes. I think that each donor country will have the right—
within a definition of deve]o[;mg countries, so that we don’t Ee ‘into
the countries that are not developing countri’esg—to deterrhine the coun-
try to which its commodities will go. And fot' our part, this is a con-
dition we would klmost have to insist on to make sure that our com-.

1

moditiés go tb the countries that we could consider eligible under our

or not ¢

statutes, . , . o , ,
Senator Myr.Ler, And thenis it your thinking that because the Com-
mon Market will be patting up1 million tons of food aid which. they.
havo nf herstofore bosn doing thn hid il ben up 1 million fotth
r our accessf T P
" My, Toaxrs. Well, cei‘tatmlr;{r to the extérit that areas of the world,
such as the EEC, the United Kifigdom, Japan,and the other exporting
countries,’ cotitribute grain or ‘¢ath to buy grain to g6 to developin
countrjes on concessional terms, this ghould open gg n pgrty, I would,
say, eommeréial markets for the rest of the werld. I'say in part be-’
cause I cannot. cleanly t;el% g,,ou}that there 1§ t not be some production
interenses Somevhere 4ri’ tha world spéciiially, designed to, meet, this,
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need. But to the extent that it is taken out of the commercial stream
that exists, this will open our commercial market for exporting coun-
tries, including the United States.

Senator MirLin, I am speaking now of the EEC.,

Mr. Toanes. Yes, sir.

Senator Mirrkr. And the 1 million tons that they are going to put
up. Is it the thinking that this 1 million tons that they are going to
put up will open up commercial markets of 1 million tons in ERC?

Mr. Joanes., Not necessarily in the EEC, but in the EEC or third
countries,

Senator Mirrer., From which the EEC would buy if necessary to
meet its commitment ?

My, Toanes, No, Senator. We would assume that the million tons
of grain would come from the Community’s own production. But they
have exported about 7 million tons of grain in recent years, at least,
about 7 million tons, So they will have the option of reducing their
exports by that amount, or, say, of taking it out of home consumption
and importing food grains to replace their own wheat.

Mvr, Roi. I think that the net answer is “Yes,” one way or another.
It would remove grains from the commercinl market, Senator Miller,
and the thinking is that we will be able to obtain that or a good chunk
of that, isn’t that so?

Mr. foanss. Correct.

Senator MiLuer. Was any consideration given to the possibility that
the Soviet Union might take it over?

Mr, Rorir. The question of whether the Soviet Union, which is a
member of the IWA, would at a point also become a part of this
agreement, remains an open question. :

Chairman Boaes. Would the Soviet Union take oyer the 1 million
tons of commercial market that would be opened up under this
agreement? - ; ' . .

Mr. Rorm. It could compete for it, obviously, if in any particular
year they were in a good export position. , .

Senator Mirter. I have run beyond my 10 minutes, and T apologize
to the chairman. I would like to come back when it is my turn,

Chairman Boaas, Surely.

Mr. Rorir, Could I make just one remark?

As I watched from the sidelines, it semed to me that the most com-
plex part of the negotiations, other than the chemicals, was a two-way
negotiation in grains, first among the ez&porters, and then between the
exporters and the im%orters. e found it terribly imaortant as we
%ot to the very end to brin [ilcogle other-than those in Government to

eneva—Tony Dechant of the Farmers Union, Herschel Newsom of
the Grange, Alan Toin of the National Wheat Growers Association,
and others. What we tried to do is bring back, first, something that
is simple and, second, is a great advantage to the American producer
und is workable. And T hope we haye done this.

Chairman Bogas. I will call on Congressman Reuss in just a minute.

In connection with the questions of Senator Miller, what is the total
amount of trade toda ween this country and the Kennedy Round
countries? R L o

Mr. Rorr. The total trade coverage of the Kennedy Round sections
wasaround $4 billionall told, - '

¢
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Chairman Boces. I am talking about between this country——

Mvr, Romir. In the case of the United States—if you take both the
imports and exports, you are covering about $714 billion to $8 billion
ench way. . )

Chairman Boses. What increase do you expect in a period of, let’s
sy, b years or 6 years?

Mr. Rorur, In world trade? .

Chairman Boaes. No; in trade between the United States and the
Kennedy Round countries.

Mr. Romit. Ihaveno forecast for you, Mr. Chairman,

Chairman Boags. Would you make it percentagewise? You have
already forecast a very substantial increase of grains. 1

Mr. Roru. I would hesitate at this point to make any judgment,
Earticn]urly until our final analysis of what came out of the Kennedy

ound is complete, which will be some time ahead. As you know, also,
the decreases 1n the tariffs will be phased over 4 years, so it is going
to be a gradual process, I couldn’t pick a number out of the air that
would have any validity at this point.

Chairman Boags. Just one other. question. Unless Congress acts to
oxtend some kind of authority, what basis do you have for any type
of adjustment assistnnce todayé

Mr, Rorsi. We fall back on the provisions in the 1962 Trade Expan-
sion Act, which labor feels and we feel contain criterio. which are too
strict,

Chairman Boaegs. Yes; but my question is——

Mr. Rorm, The negotiating authority expires.

Chairman Boags, But only the negotiating authority ¢

Mr. Roriz. The rest of the act continues.

Chairman Boaas, Continues as is?

Mr. Roru, Yes. My job continues, .

Chairman Boaas, What you are asking is that in any extension that
we have certain modifications of the adjustment provision? :

Mr. Rorar. That is right, sir, ‘

Chairman Bogas, That is all for now.

Mr, Reuss? .

Ropresentative Rruss. Thank you, Mr. Chairman,

I wanted to add my congratulations to Ambassador Roth and his
associates for the remarkable job they have done.

We have already had some discussion of chemicals and agriculture,
Those aside, Mr, Ambassador, what do you foresee as the great export
opportunities for the United States that will result from tariff lower-
ing under the Koennedy Round ? : ,

Mr, Rorit. Thank you very much, Congressman Reuss, " :

I think the export opportunities are really very much across th
board, And they vary from country to country. For instance, as I said
in the case of Canada, where production machinery and nssociated
electrical machinery now covers $5 to $6 million in terms of our ex-
ports, they have made very substantial reductions, from 2214 percent
to 15 percent, The Canadian agreement in particular is a rather unique
one, because both sides made maximum efforts in very large areas.
Take lumber, where from Canada unfinished raw lumber comes into
this country, and from the United States finished lumber goes back

N o

H
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to Canada. In this whole area we go to free trade. So I think in both
agriculture and industry—machinery parts is another area—we will
have an expansion of trade with Canada that could be fairly major.

The big disappointment—to talk about the negative as well as the
positive—the biggest disappointment in terms of what we got from
the European Community was their failure to make substantial cuts
in the area of advancing technology, such as business machines, In
steel, aluminum, and textiles, none of the countries made very sub-
stantial cuts. But in most other areas of industry, I think we have
the opportunity for substantial increases in exports,

Representative Rrvss, Without anticipating the detailed studijes
which you are now in the course of making, pick off some other bright
spots. You have said electrical production machinery for Canada ig*

own from 2214 to 16. Obviously that is all good. What are some of
the otzxer %)right spots that can bring smiles to some of our American
exporters
r. Rorn. May I perhaps go to another question and look up some
of these muf' orareas? .

Chemicals, for instance, would be one, particularly if Congress
passed the American Selling Price.

Representative Reuss. Perhaps you and your associates could file
at this point in the record a fuller detriled listing. I think that might
be very good.

Mr. Roru. I would be glad to.

(The list requested was subsequently filed for the record and ap-
pears beginning p. 50.)

Representative Reuss. I have one question addressed to Mr., Ioanes,

In Mr. Schnittker’s statement he siid, as a ﬁeneml principle of
world agricultura) irade, thut those who ¢an produce abundantly, in-
expensively and well should produce and should be leaders in trade.
How does that ¢xcellent precept apply to world production of sugar
and particularly tropical sugar? Is that the way we are doing things
in this commodity ?

Mr. Toanes, It doesn’t fit in exactly. The most efficient producers of
sugar in the worid are centered primarily in Latin America. And the
United States has for some time under legislation provided, ag you
know, for a division of the market between home producers and im-
porters, and has shown preference in ;his aren. Qur costs of produc-
tion are higher than in most parts of the world. So to that extent
there ma Ee some clash between the principle and the acts we do.

Now, for this to really work we miist take the major developed
countries of the world and sell this principle. In other words, it will
be impossible to sell the concept of reduced production, greater im-
ports of a commodity like sugar, to'the United States unless the other
mhajor consuming afid relatively less efficient producers are also pre-
pared to reduce their protection. , ‘

. Representative Revss. German and Frefich beot sugar, for exantple,
18 uneconomie. S . '

Mr. Toanes. There id no questioh about this, Their costs are }}igher
than ours. And the Community is not only moving to a position of self-
sufficiency in sugat beets, they are probibly moving to an export posi-
tion. So if this principle became one that an area like the EEC would
observe, we would have to anticipate their moving in another direc-
tion, moving away from self-sufficiency. !

!
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Representative Reuss. Would you agree on the basis of this that
world sugar, with particular reference to the foreign exchange needs
of our Latin American friends, should be high on the agenda of im-
mediate international discussions?

Mr, Ioanes. I am a brave man. And I would say it certainly is an
item that should be discussed. I would think again, Mr. Conigressmun
that the extent to which this would be a real s)ossibility would dep,end
on our ability and the rest of the world’s ability to adjust programs
in 2 number of countries, not just the United States. '

Representative Ruuss, So far there has not been the international
discussion of sugar that there has been in wheat, has there ? ‘

Mr. IoanEs. No. There was at one point a suggestion that there be
discussion of sugar as there was on grain. This got dropped at the
last minute, and we never renlly had a serious discussion.

Representative Reuss. Thank you very much,

Chairman Booas. Congressman Widnall ¢

Representative WioNaLL, Thank you, Mr. Chairman.

Ambassador Roth, New Jersey ranks first in the Nation in the num-
ber of chemical plants and the workers that are currently protected
under the Armerican selling price system. On June 30, I believe it was,
all 15 members of the Republican and Democratic delegations from
New Jersey wrote rather strong letters to President Johnson and to
you calling for release of the Report on the Economic Future of the
American %enzoate Chemical Industry. To date, to the best of m
knowledge, such rgé‘uests have been refused by you for the 1966 full
study b the Tariff Commission on dropping the American selling
price. Why isn’t it being released to Congress?t

Mr. Rorie. Mr. Chairman, the Congressmun’s uestion was brought
up in the questions by industry on Friday in the chamber of com-
merce. We pointed out that the Tariff Commission’s report contains
very confidentinl material from a great many firms, information that
would affect their competitive position. We said, however, that we
realized that some of this data would be valuable in assessing our pro-
posed American selling price. And we are considering and have un-
derway a letter to the chemical companies concerned asking if they
would ngprove the release of their confidential information. If it is
possible to get such approvals, then I think it is possible that we could
make some of this information available. .

Representative Winxarr, Mr. Ambassador, it doesn’t seem to me
that we can nct intelligently in connection with this matter unless
we do have available to us the same type of information that you
have'available to you. I understand your reasons for saying that you
fant to. lpmtoct‘oemip_people who give information to you. But I
believe that those who are going to be vitally affected by this, the
people‘in the chemical industry, are entitled to know the basis that is
used for the approach. that you and the other negotiators have made
to other chemical industries. It seems to me quite apparent that there
is o great upset within that industry, and not a general acceptance of
your decisions over there. This greatly. concerns the future of their in-
dustry, and they scem terribly disturbed about it. . e .

Mr. ho?n. Mr. Congressman, I agree very much with what you said.
T would like to say only that it is not a question of our policy about
releasing this information until we get releases.from the:companies
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concerned, it i o nmatter of law, Wo are, however, hopeful that, we cun
got. such roleases,

I would like to say that the Tariftt Commission veport is only one
clement that went into our analysis of the problam. We went buek to
many chemical companies nnd got. as much now information, much
of it, conlidentinl, ns we could, in order to make as objective appraisnl
as possiblo, So woare, sivy working on this,

cpresentative WinnaLL, In Now Jersey thoy are particularly con-
corned heenuse of the amount, of unemployment within the chemical
industry, And 1 think these figures are significant, Fifty-two percent
of the dye workers are Negroes and Puerto Ricans. So the layoff of
these workers would have a significant effect, becanse these are the
workers who have the maximum diﬂ‘wult.{ in trausferring to other
jobs, 'The metraining and resmiployment of the majority of these people
will Lo dificult, because they oarn about $7,500 o yonr in the industry
at tho present time. So it will be vory disturbing if it isn’t worked out
to tho satisfaction of the other chemical industry.

Aro there other systems such as the ASP which you foel are major
havriers to tradoe which should be abandoned in the near future?

Mr. Rovn, On one party, Mr, Congressman, or on the part of other
countries?

Representative WinNatn, On our part and on the part of other
countries,

Mr, Roru, The area ot nontariff barriers is so complex—often you

ot into relatively small problems, but they have a large effect, whether
it is laboling, or whether it is a policy of Government procurement.

Tot mo say that in the nontariff barrier area we are all sinnors,
In terms of the Amovienn Selling Price, which in » way is a variable
levy. T pointed out to the European Economic Community that I con-
sidered the varinble levy that they have avound their agricultural
products ag not unsimilar, But more and more as wo wark with busi-
ness, have worked with business, and will be working with busi.
noss, wo have to get into specific instances whore nontariff bavriers
impode trade and gradually try to work these out. Many of them—
we mentioned a fow—have to do with special products. Thoro are a fow
very substantinl ones, One of these is dum )ir}g, and hore wo have
achioved an agreement. in the Konnedy Round, Looking to the future,
a most difficult one is the question of border taxes.

Reprosontative Wionarn, Would border tax nullify any efforts made
through the Kennedy Round ?

Mr. Rorut. No, sir.

Tot mo state a littla about this horder tax issue. Under interna-
tional law as expressed in the GATT it is legal to offset the domestic
snles tax or an added value tax »k the border by a tax on the import
that equalizes the tax payment made by the domestic producer and
the importer. And there is not supposed to be, although it may creep
in, any protective incidence in this tax, It is based on the economic
theory that an added value tax is passed on in the price, whereas a
corporate tax is not.

ow, the economic theory, I gnther, not being an economist, has
changed in the 20 years sinco GA'LI'T was foundeg. And there is more
uestion now whether the corporate tax is passed on more than, or less
than, the added value tax. So this is something that we have to, and
are boginning to, talk about, both in GATT and in the OECD.
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But I think anyone would be very hard put to be able to prove that
the substantial tarifl cuts negotinted in the Kenuedy Round will be
nullified by border tnxes that nre presently in being.

Representative Winnanu, The reason 1 raise the question, I have
in front. of mo a statoment recontly made that in the Kennedy Round,
West Gorman Government tavifts will be cut by an average of 20
pereent, That is whout. 214 percontage points, Howoever, West Gormany
will inereaso its border tax on imports by 5 percont, 5 percentago
points, double the I{eunedy Round cut, Where do we come out. thore?

Mr. Rorit. You have to romember that the inorease in border taxes
is to oflsot. an incronso in domostic added value tax. In othor words,
it is not supposed to be a pennlty ngninst imports. We, however, made
n unilateral statement thut is a part of the Kennedy Round record
snying that, if our tariffs are in effect nullified by any protective in-
cidonco in the border tax, we would want to consult and take appro-
printe action, ‘ _

May I suy, because this is such a difficult aven, that we have tried
working with industry to have more studies made on what the effects
of bordor taxes would be. One 1gmup of industrial concerns was goin
to pay for a study that the National Industrial Conference lgon.r
had made. But a lot of work has to be done to even know the nature
of this problem. You can’t mako n sweeping statement in this aren; it
is too complicated, .

Ropresentative WioNavLrL, But if our only recomrse to being hurt is
to go to a committee and make a complaint and have a hearing and go
through something like an appeal to the Tariff Commission, where
you ond up with a decision on this thing maybe 2 or 3 yoars later, in
the monntime we can be hurt badly, And I think we should understand
fully what the advantages ave that Wost Germany will gain through
the Imposition of the border tax. T

Mr, Roru. If wo can prove that thoy gain an advantage in terms of
additional protection for their market, then we will have n case. But
we have to prove it. And as I said, the theory of the border tax is
that it offsets on a 1-to-1 basis tho internal tax that the domestic
producer pays, )

Ropresentative Winarr., Mr, Roth, I have one more question. Do
you agree with tho president of the American Iron & Steel In-
gtitute, Mr, Roach, that the steel industry cannot improve its export
position unless nontariff barriers are removed § )

Mr. Rori. The simple anawer is “No.” The more complicated one
is that it would bo necessary in steel, as in many other of the important
industrinl sectors, to continue to work to remove nontariff barriers,
Thero are many areas, including that of Government ‘Erocuremqnt,
where it, is very diflicult to get into other markets. And it is also diffl-
cult under our law somatimes to get into our markets. But certamlﬂ
steel is not an aren were nontariff barriers are critical. X don’t thin
that the U.S. steel industry cannot expand their exports without fur-
thor movement: in this field. - )

. Representative WionaLr. Thank you, Mr. Ambassador, my time
isup. : o

‘Mr. Rorir. Mr, Chairman; could I just say something about what
wo did on steel in the Kenuedy Round, because I think it is rather
imgormntw ' o :

“hairman Boaas. Surely, Go right ahead.
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Mr. Rorir. We originally in steel had almost a total 50 percent offer
across the board, with very few exceptions. But two things happened.
One, cconomic changes in the industry came about in the last soveral
years. But more importantly, we felt that othor countries were unwill-
n}g to make full fi0-percent cuts, And, therefore, we withdrew most.
of our steel offer, about 80 percent of it, and came out with an overall
reduction of 7 percent, whereas the British made a cut of 20 percent,
and the Community something like that.

But the most important. thing we got, which T was most anxious to
achieve, was the bindinﬁ of the princ:pui countries’ steel tarifls, Before
the Kennedy Round the United States was the only major conntry
with bound tarifls on steel, that is, we couldn’t change them under
the GA'T'T without gaying compensation, The Community, the British,
tho Japanese, all had unbound tariffs, and they are now bound. In addi-
tion, all the major countries in steel have tarifts bunched together
rather closely.

Chairman Boaas. Mr. Ambassador, I have just one or two quoestions
bofore we go back to Senator Miller agnin.

Senator Javits, who has gone, had a question he wanted me to ask,

‘What specific logislative measures do you leave in this Congress? T
hoﬁ)on to be en the Legislative Committee as well.

r. Rorit. We hope, sir, to appear before you shortly with what will
probably be a single bill with separate titles. As I said today, the first
will be the extension of the Trade Fxpansion Act—-probubly i)y a sim-
ple change in the date for an interim period, sny, for 8 years,

Chairman Bogas. And this would continue the present negotiating
authority?

Mr. Rorr, Yes. Since most of that authority was spent in the Ken-
nedy Round, it would mean having just a residual amount. We would
then establish legislative histor)i that we don’t intend any major nego-
tintions in the next year or two. In other words, this residual authority
would only be used for housekeeping purposes.

Chairman Boaas. What in addition to that?

Mr. Rorn. Secondlg, the adjustment assistance chun{zo, which would
make the criteria in determining whether injury has been suffered by
workers and firms more liberal.

Third, of course, a subject I talked about at some length, the elimi-
nation of American selling gric&

Chairman Boaas. What about the antidumping code?

Mzr. Rorir. The antidumping codes, as T mentioned, was done within
present law, requiring some changes, not very great, in our adminis-
trative chticos. But we are not required to come back and ask for a
changa in the dumping law. ‘

Chairman Boaas, So that insofar as the Kennedy Round itself is
concerned, the only l(&lntion that you specifically need is the legis-
lation dea}in%\vith ASP?

Mr, Rorm. That is right, sir. '

Chairman Boeas. But insofar as certain honsekeepinf: aspects are
concerned, you want an extension of the present negotiating authority
without any addition to that? And you want'certain amendments to the
adjustment assistance provision$ of the existing lnw$

Mr. Rorm. Mr. Chairman, we are also considering other minor mat-
ters. In particular, althougix weo are not Pmpared to make a recom-

'
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mendation at this time, the separate funding of the United States con-
tribution to GAT'L s  part of the bill. Although we do not have to
como back to the Congress as a whole on the wheat agreement, it will
be in the form of a treaty, and therofore we will come to the Senate
TForeign Relations Commitieo. .

Chairman Boass. What complaints have you had from business and
industry other than certain segiments of the chemical industry ¥

Mr. Rorn. Wo have really had surprisingly few, And 1 hope wo
are not. being lulled into n euphoric restfulness. Originally theve wove
some staterents by the steel industry, But, I think that when they look
at this agreement in detail they will see that, at least in torms of the
Kennedy Round, their concern i3 not justified, There was 80mMe concern,
and there is some concern, I think, on the part of the textile industry,
particularly the manmade {mrt. In this section we had full cuts, with
vory fow exceptions, on the table 2 years ago. But the industry’s
position changed from being a net exportor to u net impezier. And we
withdraw in the final 80 days of the negotiation two-thirds of our
offers on manmade textiles. .

Beyond that, although our own reductions have now been ‘publxshed,
meny companies, perhaps, have not studied them in depth. But we
haven’t heard very much concern, There was some expressed by the shoe
ifn(lllusit{y. But here again in the most competitive areas we didn’t make

ull offers,

Ctlmirlman Boaas, I have one question that Senator Javits wanted
me to ask.

Would you comment on proposals that have been mado as a result
ol the free trade zones among the nations of the Atlantioc Community
of \he North Atlanticavea{ oo

Mr. Rorir. Mr, Chairman, 2 years ago, as you remember, France in
effect withdrew from the Community for almost a year over the contro-
versy on the common agricultural policy, and the negotiations bogged
down renlly seriously. We at that time within the Government looked
at all {)ossib'lo alternatives to a multilateral trade negotiation that
would bring all barriers down. But we found that anything that we
could come up with, including a free trade area excluding from the
Community, was very much a second best. Because of the tremendous
flow of trade between EFTA and the EEC, if there were not reductions
in tariffs botween those two trade blocs overall world trade would be
disadvantaged.

So I would say this is one reason perhaps why we do need a period
of study here, not only to look at domestic trade problems, but to allow
what is happening in Europe to take its course—will the United King-
dom hecome & member of the Community, for instance?

Until some of theso things are clearer it will be very difficult to know
which way to go, and what would be the value of n particular free
trade area, et cetern. But T think basically we feel strongly that in
terms of total world trade, the nearest way we can do this on an over-
all multilateral basis the better.

Chairman Bogas. I have one final question, Do you porsonally feel
that ;ve have made substantinl progress as a result of these negotia-
tions .

Mr. Rorn. Yes, I do.

Chairman Boaas, Would you be so sanguine as to say you ave rather
enthusiastic about. it, or would you be less than that?
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Mr. Rotn. May I say first that T was surf()rised that in the end we
were able to put together so substantial a package. Even 2 weeks before
the end I had my doubts. As it turned out, I was absolutely delighted.
I think we have something which is of great value both to this country
and to the world.

Chairman Boges. Thank you very much, Mr. Ambassador.

I think Senator Miller has some questions.

Mr. Rora. Mr. Chairman, could I in answer to Congressman Reuss
put a few areas of exi)ort growth in the record ¢

Chairman Boaeas. I think it would be perfectly satisfactory to the
members of the committee if you would elaborate on any phase of
your bestimon¥ that you would care to.

Mr. Rorn. I just wanted to mention some of the major areas where
we would get export——

Chairman Boaas. I think that would be very helpful.

Mr. Rorm. I will do it in detail later. But just now let me mention
‘production machinery, paper and paper products, automohile and au-
tomobile parts, finished wood products, photo equipment, leather, kraft
Tiner boatd, scientitic equipment, nireraft, chemicals, of course, as I
have mentioned; and, in agriculture, soybeans, citrus, tobacco, variety
meats, various fruits and vegetables, and tallow—and as a matter of
fact, bourbon whiskey, which is considered in Kurope an agricultural
proéuct, to an American a necessity.

I thinl these are some- of the general categories, But may I put in
for the record a rather specific anaiysis? o

Chairman Boags. Very well. o I

(']ll‘h)e following material was submitted subsequently by Ambassador

th:

AREAS OF SIGNIFICANT EXPORT POTENTIAL
SELECTED AUSTRIAN CONCESSIONS OF INTEREST Tb THE UNITED STATES

Most-favored-nation rates of duty § lr;\pons
rom
g"nltted
stes,
Tariff No. Briof description . 1964
Pre-Kennedy Round Final (thou-
. sands of
us.
dollars)
0x20.08 Canned pinespple....... .1 300(51 p t) ..l 2p t...
020,08 Canned peaches. ... 400 (51 percent)....... 32 percent............ $1,166
#x20.08 Canned mixed frult... .12 gs:ce?:'%l't;s 400 | 12 percent plus 300....[]
x24.01 Unmanufactured tobacco 90 percent).....| 750 3,477
0x28.28 Molyhdic anhydride.... Fiee (unb gund) ) 468
ox28.47 Oth: .| 18 percent..... 167
14 28 percent............. 198
rubber.
7313 Electric shests and plates of alioy and | 10 percent............ 544
high carbon steel.
84.10F Pumps, other. .....cvueuicnicananane 23 294
.12 Alr conditioning machines o 16 307
84.228 Mechanical loaders 131 2,214
ox84.23 Exglvntlna machines, weighing over 10 1,224
84.33 Papet-cul*lhz machinery, etc.; other | 18 percent............ 181
machinery for makln*og paper.
84.45 Metalworking machine tools. . _...... 25 percent... .] 20 percent.._ 297
ex85.14 Microphones and loudspeakers 20 percent 10 parcent . 193
x87.01 Other tractors weighing over 5,000 kg..| 10 percent ..| 5 percent. - 1,489
0x90.19 Hearing alds. . ..coeenivnannnnnnn.. 13 pertent............ 7 percent............. 303

1 Rates are oxprassed In percent ad valorem or in Austrian ulllln’: per 100 kilograms unless otherwise Indicated
(26 Austrian schillings equat U.S, $1). Ad valorem equivalents (1962) of specific or compound duties shown In parentheses.

!
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Most-favored-nation rates of duty lr;v%%u
1
United
States,
Tarift No, Brief description 1964
Pre-Kennedy Round ! Final (thou-
sands of
dolilfs)
d Frash port meats, not otherwise pro- | 134 cents per pound cent per pound. ... 11,713
vldo%ofor in the tariff, P 24,2 org:ntg. % pere s,
93 Apples, fresh. o ovneeernnnnnannnnne.. %(3.9" p.cr'pt‘);md Fre0..cccueernncnneee 3,308
9 percent),
99¢ Rallslns, packages of 2 Ibs, each or 3 car;tsppor pound 134 cent per pound.... 2,815
0ss.
Shrimp..... veesesesesnanennennenans 5 4,4

{gg(b)
192 (part,
13 (part)
198

199

352

353(b)
354
362¢
382(2)

400
415b -
21Q1)
4271(3)

A27k(1
42 o
A2

4382
438t
43%
[
Mg
445k
e
Asg(1)

Sl§l§
5192
522(1

522(3;
iy

861b

562a(1)

Ounag JUlCO. ceeerenniciaanaiane
Tarred paper and prepared roofings.. ..
Paper of all kinds, not otherwise pro-
vided for In tho tariff. ,
Ruled and border and coated papers....
Papeterios, envelopes, and all manu.
acturers of paper, not otherwise
provided for in the tariff. :
Brass and copper nails, etc., and manu.
factures of copper, not otherwise
provided for In the tarlff,
Aluminum bars, rods, plates, etc. .....

Manufactures of aluminum, not other-
wise provided for In the {arilf,

Nickel-plated ware, glit or electro-
plated ware.

Sheet or strip of lron or steel, cold-
rolled, not otherwise provided for in

tarlft,
Fittings and couplings of iron or stesl,

3 conts per pound (5
orcent).
22}4 percent..........

15 percent............

2 conts per pound..... '

1714 percent..........

1214 percent..........

20 percent............ 1746 percent......
not otherwise provided for in tarlff, P
thlntmlchlnu ............. ceeens| 2236 Jmeont. ..} 20 percent...... cenves
All machinery of lron or stesl, not  |..... [ Y ..] 15 percent............
otherwise provided for in teriff, of
Ba‘illmdor llt'lnd mogoln Gllgl“l'. ; 4 d
and roller bearings, not otherwise p t ee]eees.do .
provided for ?3 the fafl?i.
2234 percent. o]enes.do

Moulworku\gomuhlna en
Engings & ilers lm’iy PAMS.ccununus
Diegel |°n cmglo:el ongl tt|»=¥o|'
rse nd parts, n
otherwise ptov{dod 15rinthe tarlft,
Autos, trucks, and parts (not under
freo-trade arrangement).
Replacement parts for automobiies
nnror}u from Unitad States, 1066)
Cars, trallers, and mobile homes,
wheelbarrows, roadscrapers, . ;.
Electric dynamos, generators, trans-
orn'ers, and parts.
Flcotrlc motors and ?arts. not other-
& w{sloc orovlda? fo; gtho lm";'t
ectric apparetus and parts, n
otherw x%'provldod 167 In the taril,
Manulsctures of iron or steel, not
otherwise pravided for in the teriff.

20 percent....oueeacen

ceneclOiaannanas asesae

eeaselOennees

wsasalOussecccncncnans

1744 percent do..
25 percent 00.ccecrrnrannnes
2236 percont..........| 1734 percent..........
cernel0inrenrcanenaass| 16 porcont............
arneelevnececncarencfonsealOnnrerannarannes
R [ .} 1734 percent..........

[P | S,

cenenllOueuciniinannes

Eloctric welding apparatus...... veseso] 20 porcent............ Pu&, 15 percent; part,
. 10 percent.
Furniture of wood. .eecceeeneroncanns 25p revasevene rcont........ ceee
Furniture, motal........cooeneo ... bolosaeclOeeciiaannananas l7%‘pomnt.........
Woven cotton fabrics, not bleached, 20 percent....auan do
mercerized or colored. !
Colored waven cotton fabrics 2234 p . 20 p t
Clothing, wearing apparel, of woven 25 porcent.....ceuee -] 2234 percent....... aes
cotton fabrics.
Yatns and rovings of manmade fibers: | 2234 percent (mini- 10 parcant plus 10
threads, ete. mumazz conts per cents per pound,
ound),
Waven fabrics of manmade fibers, 3Dppovcont plus 20 25 percent plus 15
over 12 Inches wide, cents per pound. cents per pound,

8,680
16,767
12,600
12,007

" 6,405
10,050
96,910
6,933
e
9,421
26,17
46,506
9,008
8,267
13,038
81,326
95,557
7,023

26,394



52

THR FUTURE.OF V.8. FOREIGN TRADE POLICY

SELECTED CANADIAN CONCESSIONS OF INTEREST TO THE UNITED STATES-—Continued

Most-favored-nation rates of duty In'mom
rom
United
States,
Tarlff No. Brief description 1964
Pra-Kennedy Round t Final thou-
sands of
* us.
dollars)
563 CIolhldng, \gearlng apparel, of man- 2714 percont.......... 25 percent 11,007
568(1) Knitted ﬁarmanls. fabrics, and gaods, | 35 percent............ 2734 percent....e.u... 7,763
no! ot erwise providaed for in the
588 Coal conl screenings, and coal dust, §0 cents per ton Free........ 38,424
not otherwise provided for in the (10 percent).
tariff (bituminous).
816(1) Rubber, crude, unmanutactured, not | 5 percent.....c.ee....| 234 porcont........... 14,078
:)thovwlso provided for In the
618 Manufactures of rubber, not otherwise | 20 percent............| 1734 porcent.......... 20,249
provided for In the ulff.
818b(2) Tires ahd tubes of rubber. ........... 2235 pomnt.......... veveal0oneoninnnnnnnn 6,847
n All goods not oluwhm 0numormd... 20 percent........ PO PODON: I SR 18,147
VAd valorem equivalents (1964) of specific or compouni dutles shown in parentheses,
SELECTED DANISH COWCESSIONS OF INTEREST TO THE UNITED STATES
Most-favored-nation rates of duty Imports
Ir?m
United
States,
Tarift No. Brlef description 1964
Pre-Kennedy Round Final (thou-
sands of
dollars)
8,02 Cltrus fruits. . .............. eeesanadl 5 percont........ 566
08.128 Dried hults except apple. 10 percent.. 1,404
10.068 Rice, husked.......... T N 483
220,068 Canned pineappie and p 37 Porcen 1,598
4x20.068 Canned fruit cocktall....... 4
21.10A Cloar lubricating oils and gre: 2,417
48.01 Paper and paperboard, machine-made. obeont....... 816
51.04 Wov:s tarl%rlcs of continuous mans 18 pmont... coepranes 1,226
made fibers.
348} Staam boilers and parts.............. 4p t ceconas 437
4, Auxillary equipment for steam boilers..|... ... Jenosa do 413
84.06 Internal combustion piston omilnos, 2.8 percent............ 5,197
omm outboard motors or bicycle
ox84.15 Ro;dgmslgnf oqulpm.nt with capacity | 12 percent........... .| 6 percent............. 300
ver 2
8423 Excmllnz. love 1Ing,oxlm|ln|, ote, | 10 percent............{ 6 percent............. 4,049
ne
84.35 Prlntlns mghlnuy and parts...... 522
84,45 Maulworklng machlne lools ene 800
ex87.02 oW passengercars....... ceecane 2,109
87.07 Work trucks of ﬂu types used in 1,303
factories, ete.
90.108 Other apparatus for photo labs........ 4 gomnt 610
.28 [I’u{ica mnwring, testing, stc., p ] 75p P, 1,452
nstrumi
98.03 Pens and ponells and parts........a.e 12 percent... .jep t . 402

t Rates aro ox|
crowns equal U

grosml in percent ad valorem or in Danish crowns per kilogram uniess otherwise indicated (6.9 Danish
3Ad valorem cqulvalent of this specmc rate of duty is 8.5 percent,
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SELECTED EUROPEAN ECONOMIC COMMUNITY CONCESSIONS OF INTEREST TO THE UNITED STATES

Most-favored-nation rates of duty ¢ lmpom
Unl(ed
States,
Tariff No. Brief description 1964
Pre-Kennedy Round Final (thous-
u{l'ds of
dollars)
02.01BIib Edible oﬁals ol heef and pork:
Live 14 parcent.coaeenn-... 31,417
-1 12 percent. - '
07.05A 8,888
@x07.058 3,012
08.02 3,246
12.038 3,545
15.02A Induslrlal use unrendered fais of bo- 28,354
vine cattie, sheep or goats, tallow.
15.028 Other than industrlal use............. 10 percent......... weo| T porCont. e ue s 8,001
16.0281 Pr(eparoddo)r preserved meat of poultry | 21 percent....... ... 17 percenteeneen.vn.. 3,457
20.06BlIb Canned fruit with sugar addod in cone
tainers of less than 1 kg.
Fruit cocktail. .................. 25 percent ............ 22 percent............ 26,263
Other, excluding grapefruit sec- | .. .do._c..coeo ... 24 percent...oo ... 4
llons mandarins, and ginger.
23.03 Beot pulp, bagasse, and other waste of | Fres (unbound)....... Free (bound)......... 16, 965
sugar manufaclute, brewing and
distilling waste, ef .
24.01 Unmanufactured lobacco valued at less | 28 percent with mini- | 23 percent wilh mlm- 105, 899
than $280 per 100 kg. mum charge of $29 mum charge of $28
and a maximum of and a maxnmum of
$38 per 100 kg. $33 por 100 kg.
21.01 Coal:
Wast Germany...........cceeeue ;5 per metric ton...... $2.50 per matrlc ton....|} a5 161
Other member states............ ree (unbound)....... Free (bound)..... cean A
27.10 Potroleum and shale oils, other than
crude; é)reparahons not elsewhers
spenide or Included containing not
less than 70 percent by weight of
ge!roleum or shale oils, these oils
ing (h'g baslc constitent of the
It
P Pl Lubrlcating olls and o!hm.... 12 35,293
29,04C1 Dihydric alcohols........ 19 13,854
29.27 Nnnla-luncﬂon compound 17 14,277
ox38, mq Chemical pro n.e.s. 18 . u,ago
39.01C1t Polyesters Including alkyd 20 percont. 11,421
39 OICVIII ifig duct 18p 11,669
03B11 Sheep and lamb skins, leather.......| 10 percent.... 10,653
47 OIB Unbleached and bleached chemical 6 percont...iecuannnn 43,260
woodpulp, suifate and sulfite.
48.01 Kraft paper and raperboud‘ not for 16 percent...... weeass| 12 porcent....cooun... 33,131
manu aetute of yarn, and certsin
51.01A Yam ot synlhoth toxtile fibers.._......| 12 percont......... «e-| 9 percent........ veees| 17,008
84.08Alb Turbojet englnes, thrust more than 10 percent......ooe.-. § parcent..... aemeecen 13. 095
84.03D1 Pmls Iov reaction ‘and turboprop R SR OO DUDK. SO 29,57
ox.84.10B Certa ﬁn other pumps for liquids 18,414
ex.84.11A1 Pumps and compressors, other n.e.s... 1399
8415 Relrlgmlor: and refreigerating ,
84.17F11 Haa‘i treating machinery and 91‘ 10,203
meln! olhar thnn nonelectric
water
0x84.228 Certaln |ulo ouve Ioadlng lifting PR [ T 20,508
and handling machinery,
84.22¢ Other lifting nnd handling machinery. . . _do 16, 213
84.25 Harvesting and throshlng machinery K] Ppercent. 12,458
and similar af“ fcultural equipment.
84,558 Parts 1gr statistical and punchcard 8 percent...... PP .1 4 percont...c.cnean... 14,726
mag
84.55C Parts for oﬁ'co mnchlnes other than 11 percent....ceeee... 6 percentecceneenann. 20,393
electronic calcula l
84.59E Other machinery, 1.8.8..c..ccvoeuennan 12 percent............ 6 percent............. 31,273
85.19A Circuit contro) ap aralus and other 13 percent.. .| 6.5 percent. .. 35 687
electrical circuit apparatus,
85.21AI11 Elecming tubes, other than cathode 15 percent...,... ..... 7.5 percent. . ........ 16,027
ray tubes.
ex87.02A1 cerlaln motor vehicl ludi 2 porcont....ccoeenen 11 percent............ 15,039
6x88.02BI1 Aircran unladen welght of over 15 000 10 pemnl .......... 5percent-...c.ceenan.. 94,761
88.03 Pms 'or L 111771 SO RPN . . MR RN [ 97,100
97.048 Games othor than playing cards. ..... BBV pemnt.. .......... 85 percont .......... J 0 13,269

t Plus $5 per hectoliter per degree of alcoho If ln containers of {ess than 2 1, Ad valorem equivalent of finsl duty based
on 1964 would have been approximately 26 percent.
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SELECTED JAPANESE CONCESSIONS OF {NTEREST TO THE UNITED STATES

Taritf No.

0x08.05-4

12,011
12.0t-7
15.01-1(2)A
15.02-1
0x27.10 -1(5)B
0x29.04
0x29.44-2
76.01

84.22
84.40

84.44
ex84.45-1(6)
ox84.45-2

84.49
Ex84 52

84.63

Ex85.11
85.19

90.24

90.29
Ex92.12-3(2)

97.04-3
£x97.06-3

Briot doscription

Swant atmonds. . .
Soya besns. . .oeiiaciiraieiininaaan

Safflowersend. . ....ooieiaiiineaa..
Roéldmd pig fat, acid value exceeding

Eoglllal'lrw‘.l.' ...... 66 Sraviis ok
ubrlicating oils, spocific gravity more
than 0.6194 at 15° C.

Butyl alcohol, ethylens glycol, propy-

lene glycol.
Certain antibiotles. ..coneennnenanaon.
Aluminum and its alloys, unwrought....
Cranas, conveyors, lifts, hoists, etc.. ..
Machingry for cleaning, drying, an
finishing textiles and printing repeti-
tive designs on textiles, puper, lin-

oleum, etc.

Rolling mills, rolters, and parts.........

Goear-cutting machines, n.o.s., and
goar-finis lnr machines.

Bending machines, presses, shearin,
machines, forging machines, an
other machines for working metal,

ne.s.

Handtools, pneumatic or with sell-
contained nonelectric motor,

Calculating machines, accounting ma-
chines, cash registers, etc. incorpo-
rating 8 calculating device (except
digital computers and auxiliary ma-
chinery; electric calculating ma-
chines with 3 rules or more; elec-
tronic bookkosglng and accountin
machines with 3 rules or more; an
cash rogistars with 5 or more totaling

avices).
Transmission shafts, cranks, bearin
housings, gears and gearing, an

parts.

Electric furnaces, ovens, and induction
and die-slectrle heating u'ulpmenl
and parts; electric welding ma-
chines, except those operated by
numerical control systems,

Electrical apparatus for making, break-
ing, or protecting electrical circuits
and parts thereof,

Instruments and apparatus for measur-
lnﬁ, checking, sutomatically con«
trolling fow, de?th pressure, tem-
perature, ote, of | quids or gases.

Parts of Instruments or aprmtus for
measuring or checking falling within

TN headings ., 90,23, 90.24,
90.26, 90.27 or 90.28,
Recording tapes, wires, sheets, etc,

n.e.s.

Equipment for indoor games, parts,
antl accessories, n.0.3,

Golf requisites, parts, and accessorles,
ne.s.

Pre-Kennedy Round

15 porcent
13 porcont. .. coaananne

5 percent......o.evann
. .p..do ...............

4 parcent....
20 percant.

..... L
RN [ o,
FUPORN . | I cevaeee
..... 0. eininnnas
..... 0. ccecnannannne
20 percent....... aeane
30 percent...

20 percent.........

Maost-favored-nation ratos of duty

Final

10 percent............
2.46yeus per kllogram

(6 parcent AVL),

2.5 percent...........
Froo.....covveeennnen

2.5 porcent..
15 percent

..... 0. .eicieniinnans
Part, 10 parcent; part,
7.5 porcent,
1.5 porcent.........

veaeelOuiiiinnanianane

10 porcent............
15 percent...
10 percent...... cerane

Imports
from
United
States,

9
(thou-
sands ot

S

dollars)

2,746
154,045

21,589
6,241

28,382
24,762

6,503

4,852

10, 485

3,070

11,695

2,296

5,204
2,935
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Tarift No,

08.12A
ox15.02A
0x20.06C2b

Briof description

Driod prunos. .. ceeoeeiuciiannananes
Inedible tallow. .. ccoiimaniiinanan.
Cmn?d pineapple, peaches, mixed

Photo film . .ooovevnnnnes
Antiknock preparations. .
Abrasive ?aper
Articles of iron and steo| nes.
Qutboard motors....
Pumps for liquids.. .
lshwashing machine:
R-tary rock drills. ...
Esotrie l{powmm..
Statistical machines..

-’man or car parts and accessories...
Navigational instruments.......cc.u.e

Most-favored-nation rates of duty ¢

Pre-Kennady Round

0.08(7.2 percent). .
0.06 (29 percent)

Free (unbound). .
3 reen

0.12 gl 0 percont) .....

8otconl .
01 QA pomnl)
10 percent.

PasSeNgor Cars. . .e.ueuneececncesacacs arien

Final

Fm (bou;nd)
reen

125 porcen

10 percent.....ccaenee

Imports

sauds :zl
U

\ Rates are oxprsssod in
gian crowns 7.14 equai U

SELECTED SWEDISH CONCESSIONS OF INTEREST TO THE UNITED STATES

garcent ad valorem or in Norwegian crowns per kilogram unless otherwise indicated (Norwe-
$1). Ad valorem eguivalents {1962) of specitic or compound duties shown In parentheses.

Tarlif No.

e e e i

0x08.02

ex19.08
0x20,02

©x20.08
0x20.07

Brlef description

Biscults and wafers....
Canned asparagus...

Canned pineapple, peaches, mixed
uit,

Canned cltvus juices, unsweetened. ...

Unmanutactured tobaceo.. ..

Internal combustion pistan er
Pumps for liquids; liquid elevators. .
Alr and muum pumps, compressors,

fan:
Rcrrlgetmm and refrigerating squip-
Bom!uc, dishwashing, packing ma.

chinery and par
Excnvntln , loveling, boring machinery

an
Handtools, nnoummc or with non- |.

elactric mo
cmum nz. lccounllnx. and similar

machines.
Generators, motors, convorters, ete.,

and parts. .
Electrical circuit apparatus......... s
Thoémionlc cathode valves and tubes,

TraClOrs. ceancenenrennsanaernanancen

Passangar cars, new and used........

Photographic nnd motlon pichm lab-
oralory oq' ent.

Apparatus for mmurlng, otc. the
mlnblos of liquids and gases,

Most-favored-nation rates of duty ¢

Pre-Kennedy Round

5 kronor per 100 kg.
( ant).

28 percent),
25 mnor por 100 kg.
percen
20 kronor per 100 kg.
29 percent).

Fres (unbound)..

rooidoll

PR [ N .
..... (1 T,
RO [ T

RN | P .

DN [ PP

Part 10 percent; part

10 percent..... S

PR | KPR

“15DBICANT. eeunrunen
10 parcent.....ccaeane

[

Final

12,50 kronor per 100
7.58 kronor per 100

PRI . [ TP

ceeeal0eiiucinncncanan

Part 7 percent; part

10 percent,
5 percent.....couenene
8 porcont...cueeauene
lopporcon ......
5 percent.....

7percent.........

Impom
Unllod

\ Rates are expressed In
Swedish crowns equal U.S,

arcent ad valorem or in Swedish crowns per 100 kilograms unless otharwise indicated (5.18
gl) Ad vatorem equivalents (1962) ot specific or compgund duties shown in parer.thms.(
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SELECTED SWISS CONCESSIONS OF INTERESY TO THE UNITED STATES

Most-favored-natlon rates of duty t lr?porls
om
9s,
Tari#¥ No. Brief description 1964
. Pre-Kennedy Round Final (thou-
sands of
doliars)
0x08.04 Raisins. 485
0x20.02 Canned 2,194
ex20.06 Canned 1,172
0x20.06 Canned . 2.426
©x20.06 Canned Fruit cocktail : ) 4
9x40,06 Adhesives on nonrubber backings. 60 ercent)....... 1,090
ox40.11 Tires and tubes, except solid.......... 20 percent SR 1,000
ox43.02 Fur SRL?:E tanned or dressed not as- | 45 (0.3 percent).-._-.. 1,338
ox51.04 Woven synthetic fabrics, bleached or Part. 700, pa rt‘ 750 1,748
ercen!
59.01 WaJdmg and articles of wadding. . .... Parl 40 W art 60) (6.9 394
ex61.09 cot«set!sl brassiers, ete., of manmade 1 ﬁm (12% percent).. .} 600, .o.ocuuimneiaanas 1,472
extifes.
0x84.10 Pumps for liquids, weighing 25 kg. or 830
Au or gay eom ressors, weighing not:
exg4.11 m,g P ® 944
exg4.15 '} Refrigerators ﬁni hed.....oonnennnn.. 490
ox84.22 Lifting, handling, ete., machinery, 1,021
weighing 10,000 to
ex84.23 Excaevoimg, %welm%etc mac inery, 20 (3.7 percent)....... {1 R 8,554
weighing 10,
ex84.34 Machlnerg etc., fortypeloundmz or 10 (2 percent) 5 n
84.49 Ha‘ndtoolst. pneumatu: or with nonelec- | 70 (2.4 percent)....... kL TN 904
vic motors,
084,52 Calcuilahtma, aocountmg machines, etc., | 300 (3.8 percent)...... 230...ecaercenenaas 1,026
weighin,
84.53 Staﬁsﬁul%nd accountmg punchcargd 200 (2.9 percent)...... b1 S 5,906
ex84.63 Transmxssnon shafts cranks gears, 60 (5.7 p 19 SO 1,138
etc., weighing 25 kg. SS.
85.05 Handlools with self- contamed electric | 70 (2.4 percent)....... 428
0x85.19 Electncal circuit apparatus, weighing | 150 (4.5 p 1)ennn. | 1 1,415
.3 Kg. Or less.
6x90.07 Phutographlc cameras with 2 shutter 150 (4.5 percent) 668
eds.
92,12 Sou%‘i:, recordm&s and articles for re- | 200 (6.1 percent) 629
€x97.06 Skis and ski sticks..oneaan.s daemanann 150 (7.4 percent) 741

1 Rates are expressed in Swiss francs per 100 kilograms (4.3 Swiss francs=U.S, $1). Ad valorem equivalents (1962) of
specific or compound duties shown in parentheses.
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SELECTED UNITED KINGDOM CONCESSIONS OF INTEREST TO THE UNITED STATES

Most-favored-nation rates of duty ! tmports
from
nited
tates,
Tariff No, Brief deseription 1 )
: Pre-Kennedy Round Final . (thou-
saa 2 of
, dollars)
x02.01B1a Baef tongues. .....o.eeeoeoroeneannas Fres (unbound). .......] Free (bound)........ o . 4878
02.018Ib Edible offals of beef and veal, other. 20 percent . p t
07.05D Driad white beans. 8 percent............. -4 percent.......... vee 5,642
08.04B RaISINS. e e eececccecemracacenan 8s. 6d. por hrmtred- | As. pet hundred- )
welght (7.4 percent), |  welght.
16.04C Canned salmon..........coueveeouee, §.pereont..........cc. $ parcent, .....,.... 11,766
29.15 Polyacids and their anhydrides.. 33.3 percent.,, Percent.., coaeencas , 077
29.27B Nitrile-function compounds. .. ..-| 33.3 percent.. . 23 percent............ , 963
ex48.01 Kraft Jingrhoard........ ...| 13.3 percent. .., 1 t. 22,094
76.01A2 Alloys of aluminum. 10 e t 3,519
84.10 Pumps and parts. ......coaeaepaanand 14 1,706
84.23A Power-operated excavating machines..| 12 15,844
85.19C Circuit breakers, other............. ,-| 16 percont 17,615
87.01A2 .. | Tracklaying tractors, drawbar horse- | 15 , 965
power exceeding 50,
90.07A2 Phatographic cameras, other........... 40 percent............. 3,314
90.24 Instruments for measuflnga eheckl'ng, 16 p t y 8 percent. 2,754
or cont‘rgllinx flow, depth, or pres-
sure, efc.

1 Rates are expressed In parcent ad valorem or in British pounds, shillings, and/or pence per hundredwelght converted
lat raat’o mz.so (Unitod States) psr British pound. Ad valorem equivalants ('1961) of spulﬁ%e or compound duties shown
n parenthasaes. ) . o e . .

Chairman Bocas. Senator Miller? o 3

Senator MirLEr., Mr. Ambassador, can you tell us, are there any im-
port duties now in the EEC on our feed grains and feed shipments?

Mr. Rorn. Are you talking about wheat or feed grains?

Senator MirLer. Wheat or feed grains, our export to the EEC, are
there any dutiesthat have to be paid ovep there? =~ - S

Mr. Rorn. There are. But let me ask Mr. Toanes. -

Mr. Toangs. There are yariable levies. - .

Senator MiLLer. There is no change in those, as I ynderstand it.’

Mr. IoanEes. Nochange, - .- - : ' .

Senator Mirrer. No reduction? ' . ‘ _ ‘

Mr. Xoangs. No, sir. .

Sexqmtor Mirer. Did the EEC agree to reduce any of its duties on
meat ' S

Mr. Rora. On certain variety meats. We early decided that in dairy
products and meat, as well as In grains, we wonld try to haye a sector
negotiation. In dairy products this proved impossible, and it was cer-
tainly difficult for the United States, In meat it proyed impossible.
The Community was very much against opening their own market.
But finally they agreed to a bilateral arrangement with the Argen-
tinians. To the extent that the Argentipians, or, say, the Australians,
could get meat into the Community and take the pressure off the U.S.
market, this was to our advantage. .

Finally, an ment, as I say, was reached between the Argen-
tinians and the Community. At that point in France there were very
strong reactions by the farming groups, and the agreement was can-
celed by the Council of Six. And the Argentinians at that time almost
left the Kennedy Round. They didn’t. But the answer in short is that

1



58 THE FUTURE OF U.S. FOREIGN TRADE POLICY

the EEC has not openad their market to meat to any great extent, ex-
cept to some variety meats that we were particularly interested in.

. Senator MiLLEr. We have been shipping some meat over there, espe-
cially to France. But I am not asking a question about opening their
market, I am asking a question about whether or not they reduced any
of their trade areas. )

Mr. Roru. Edible offals and variety meats.

Senator MLLER. What do you mean by variety meats?

Mr, Ioanes. The heart, liver, tongue, and innards of animals, This
is about a $30 million trade item.

Senator MiLLER. To the EEC? :

Mr. IoanEs. Yes, sir. And the reduction was from a duty of about
20 percent down to about 10 percent.

enator Mrrrer. On poultry, as I understand it, there is no reduc-
tion of tariffs, except as to canned poultry.

Mr. Roru, Canned, preserved poultry.

Senator MrLer, No reduction on any other. As I understand, just
since the negotiation was concluded, the EEC put another 8 cents a
pound on poultry. There are no reductions there,

Mr. Rora. When we settled the so-called great poultry war we took
action against them, as you remember, in a number of products of
interest to the Community. During the Kennedy Round they were
terribly anxious to get these tariff increases back down ?ain, particu-
larly on Volkswagen trucks. We refused to unless they did something
about poultry of advantage to us. And they couldn’t. So we stand as
we

" Senator MiLLEr. And on dairy I said there was nothing done?

Mr. Rora. No, sir, except we made some cuts on a very few cheeses
that do not come under section 22.

Senator MiLLer, Now, on our side, did we reduce our import duties
on any of their meats coming into this country from the EEC?

Mr. Rora. We reduced no duties that I remember on meats. We
bound an item, but didn’t reduce it—canned hams, of particular interest
to the Scandinavian countries, of which the Community was a second
supplier. And we ﬁfwe a reduction on goose liver paste.

hat we did in the nongrains negotiations with tI})xe Community was
to try to give them a sprinkling of offers in various areas as they did
us. But we gave them less than we received,

Senator MirLer, Then as I see it, to summarize, there were no reduc-
tions by the EEC with respect to grain, there was no access with respect
to grains, there was some reduction with respect to meats, and there
was no reduction with respect.to Koultry except with respect to the
canned chickens, no reductions with respect t6 dairy foods. And what
I come up with is that there is concern over the implementation of the

olicy which has been stated by the President and by Mr. Herter and

y you publicly on several occasions, and privately to me in correspond-
ence, by both Mr. Herter and by you, that consistently any trade agree-
ments would have to include “meaningful concessions by the European
Community with respéct to their agricultural trdde barriers.”

P ¢ D

ok
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What I am running into, Mr. Ambassador, is criticism of the failure
to implement that policy. And it may be that for a few people who ex-
ort those specialty items that you referred to that this will be helpful.
ut looking at the agricultural community as a whole, and especially
the exporters of ]gmm, feed grains, and wheat, and the exporters of
what we normally consider meat, I don’t see any meaningful con-
cessions. I recognize that there is this food aid al;g e, but I don’t Jook
upon that as a concession in the lowering of trade barriers. And of
course there is no access that may necessarily accompany that. We just
take our chances with other exporting countries that 1 million tons of
food aid that might open up the market in the EEC will be available to
our suppliers, but there is no gnarantee that our farmers are going to
get, that. There is no guarantee that our 9 million tons a year of grain
shipments to the EEC will continue.
ow, this is the kind of criticism I receive. And I have just laid
it out on the table for you to comment on. Because J certainly don’t
want to have my own criticism misdirected. And I want to be responsive
to the critics. So I would appreciate your comment on that.

Mr. RorH. Senator, I thank you very much for giving me this op-
portunity, because I think your questions are very fair ones.

Let me say that I think the criticism that I have seen distorts the
issues somewhat. Because, one, the critics are talking about our trade
with only one of our agricuitural markets; namely, the European
Community.

Senator MirLer. But they are ta]kinlg about it, Mr. Ambassador,
in the light of the gublicly expressed policy that any trade agreement
will have to include meaningful concessions by the European Com-
munity with respect to their agricultural trade barriers. :

Mr, Rora. I am aware of this. . -

Secondly, when they say we did not %et anything substantial from
the European Community, they are talking about those areas—and
poultry is one of the best examples—where the variable levy exists
where the common agricultural policy has come into being. \VQ would
like to have seen the EEC chaige their basic Yolicy. There was ab-
solutely no opportunity to do this. They would not. They had six
countries that came together over a period .of years and put together
a policy which may in the future be changed, because it is too expensive .
over the years, but it could not be changed in the Kennedy %ound‘
They made us some offers based on variable levies, say, in some of
the fruit areas, where we presently have bindings of tariff reduc-
tioris. We turned those offers down, because we said, as long as you
have a variable levy these offers are meaningless, and rather than
accept a bad offer we will keep our-bindings.

But in spite of this—and this comes back to the first part of your
question—we got offers of value from the Community, not just in
variety meats, but in tobacco, dried vegetables, citrus, fruits :and
nuts, tallow—— S

Senator MirLer. What did you get on tallow, may I ask?

Mr. Rora. I think that wasa 50-percent reduction.
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Might I say that, after 4 years of negotiations, 30 days before thc
end of the negotiation we had from the Community on the table $50
million worth of agricultural offers. And I made it a point at thae
time that this was not acceptable, that we could not concitde the
Kennedy Round with merely token offers on the table. And this was
made strongly time after time after time. And finally, point by point
in the final hours of the negotiation before May 15 we got this up to in
excess of $200 million in terms of trade coverage.

So it is not correct to say that we did not get something of sub-
stance, or something of importance in the Kennedy Round from the
EEC. We would like to have gotten more. And looking to the future,
we have to find some way to deal with the common agricultural policy
and variable levi. But never before in a trade negotation have we made
this kind of breakthrough in agriculture.

Senator MiLLER. You said you had $200 million covered in agri-
cultural items with the EEC.

Mr. RorH. In excess of that.

Senator MiLLer. In excess of that. Looking at it from the industrial
Emduc'ts’ side, how many millions of dollars did you have covered,

ow many were included in your agreement with the EEC?

Mr. Rorn. $2.4 billion. '

Senator MiLLeg. $2.4 billion. Now, the $2.4 billion would be roughly
45 per?eent, I believe, the total volume of trade with the EEC, would
it not

Mr. Rorn. I am sorry, sir? . A .

Senator MiLLER. The $2.4 billion which you said was covered by the
industrial negotiations would comprise aRproxima'tely 45 %ercent
of the total trade in 1966 with the EEC. According to my figures,
wo had total exports of $5.2 billion to the EEC in 1966..So that the
$2.4 billion would comprise about 45 percent of the total exports.-As
a mater of fact, the $5.2 billion total exports minus $1.5 billion of ag-
riculture would leave $3.7 billion which probably would embrace
industrial items. And you have tabled $2.4 billion worth, which is
well over 50 percent of the industrial loans. But when it came to ag-
riculture you tabled $200 million worth as against $1.5 billion of
total agricultural exports. . o _ ' :

So, looking at it from the standpoint of a ratio, well upward of 60
percent of our industrial items were tabled, but only about 7 percent
of our agricyltural items were tabled. : t

Do you follow me ¢

Mr. Rors. I follow you, Senator. I am not certain about your
figures, but I would like to provide our own,

Senator MiLLer. These figures can be substantiated, they are in our
Joint Economic Committee report at page 89, And they were based
on Giovernment reports. -

. (The tables referred to by Senator Miller axe raprinted herein :)

18enate Report No. 73, 90th Cong,, fivat sesg,, 1987, Jojut Mennomie Committee Report.
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TABLE {V.—U.S. IMPORTS, 1964, 1965, AND 1966

61

[ta millions of dollars]
Agricultural
Total Agricultural imports as
imports mports pemnlt of
imports
8, 600 , 082 22
s 1,282 “4,088 19
1966 - 25,408 4,492 18
1961-63 average. .. . 24
1964-66 8VOrage. ... .. ... ueiooecccacancae e 20
Froml&: European Economic Community: 2 831 258 9
1965, T2 72T T I IIIIT I I 3,316 270 8
1966. _ ... 4,098 306 7
1961-63 average. . 10
1964-66 average. . - 8
From United Kingdom:
1964...... %
1966 LT LTTIIIIIIIIITIITNN 2
1951-63 average. . 2
193466 aVerage. .coeoveeeeenn.- 2
From Jag:n:
1964 ... 2
1964 ... %
1966. . cnn...
l§! 86« e e eeemeemenaenannan P, 3
1964-66 average. . - _.c.oooenucemraciacanane .- R 2
From g 4,227 176 .
1965, 813 234 5
1966. 6,108 240. 4
1961-63 AVOIagu. . oo oo caeneacacaacmcaacacccaaaca]nveponaronannlonanaananarans 5
1864-66 average. . ! 4
TABLE V.—~U.S. EXPORTS, 1064, 1965, AND 1966
[tn mililons of dollars]
) ' Agricuitural
Total Agricultural . exports as .
exports + exports . par'%onmt'oh
' | e
1968 cevnecennnne N ‘w0 m
1965. ‘g:% g ‘&z& Y !
1966....ue-... cesvevansesrapacs 23,912 ) 6,889 %’3
1961-63 averag pacesecacanans '
1964-86 avm& ................. ceenne e N .23
To Etmoan nomic Community: s aan | Lats 2
:1985. e 1,476 30
ieabecteaae mcanasanacncsaanncassescaancantanen , 264 1,561 30
96168 aranst I gf
averags. . - .-
To Uitte g Rasdonr” Y BE ®
ggs,_:-. ....... . . ) }153“9 . ggg o . 23
= e 2
: 28
38
8
96466 : i
To c‘-mga: e " . i s 3
1965, RS bttt '5:_238 : 1620 "1
' 1‘ 1.....'.."... I feescenenupds : 6,487 | - , 3626 {2
1 0:83 average.~ .2 [ PO SORR SIALI 0! NSRS A 11
1 1ncludes $160,000,000 in transit shipments.
2includes $176,000,000 in transit shipments.
includes $140,000,000 in transit shipments.

82-181-—67—vol, I-—-5
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Mr. Rorn, I think we are using different years.
Senator Mirrer. I am talking about 1966.

Mr, Ror, We are using 1964.

Senator MiLLER. I could take 1964 if you like.
Mr. Rorn. I think you make your point.

(The following table was later supplied :)

KENNEDY ROUND CONCESSIONS—UNITED STATES AND EEC TRADE
[1964, millions of dollass, c.it.]

Dutiable imports (except
grains) Average Free, Grains
cut, bound in (trade
dutiable | Kennedy | coverage)
Total Conces- Round
sions

Total: Percent
éa U.S. imports from EEC.......... 2,656 2,136 34 4 3
b) EEC imports from United States. . 3,065 2,627 29 289 452
Agricultural: :
a; U.S. imports from EEC__......._...... 202 117 13 1 3
b) EEC imports from United States........ 445 223 13 19 452
Nonagricuitural:
) U.S. imports from EEC 2,454 2,019 36 (31 IR,
b) EEC imports from U 2,620 2,404 32 270 | eeeamaanes

Senator Mirrer. And the point is that when it comes to working out
an agreement with the EEC, we tabled about 60 percent of the indus-
%rial volumes. But when it came to agriculture we only tabled about

reent.
r. Rorn. If you are talking in terms of U.S, offers——

Senator MiLLER. I am sorry, about 15 percent.

So when it came to getting down to negotiations on agricultural
items, we only got together on about 15 percent of our trade items.
And on industrial items we got together on about 60 percent. And my
point is that it doesn’t look like we came out very well on agriculture
overall, certainly not compared to industry, to the other industrial
items. And I sa{ this just to make the record straight. I understand
and appreciate the difficulties you people face. But I come back to that
basic policy that there weren’t going to be any trade agreements with
the EEC until they made meaningful concessions on agriculture. Now,
what is meanir(nfful is something that you get into semantics on; $200
million offhand sounds meaningful. But the ratio that I point out,
amounting to only 15 percent of our agricultural trade, I suggest to
you is woefullgv weak compared to the industrial items of 60 porcent.
© Mr. Roru. Senator, I feel that your point is well taken, Certainly
more was done in the industiy, and we expected to do 1more, than in
agriculture. I think we did get offers of real substance in agriculture
from the EEC. And, secondly, we only paid for what we got.

But there are many areas in agriculture unlike in industry, or more
so than in industry, which are very difficult to negotiate in. Take dairy
products; they wanted to negotiate in dairy products more than any-
thing else, but we couldn’t, because, except for Roguefort, and certain
other cheeses, everything was under section 22, And most recentty;
namely, a week ago, the President and the Secretary of Agriculture
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had to announce certain changes in cutback, because of problems domes-
tically in the import of cheese. We couldn’t go into that area. We were
quite frank. Then they came back time after time and said, why can’t
you negotiate in the agricultural area of the greatest interest to us.
And we had to say that each country in agriculture does have problems.
They are more difficult than in industry, because they are related to
farm income, and varying elements such as that. ,

So all I can say, Senator, is that in this area all the countries—I am
not talking only about the Community and the United States—made a
ve'gr substantial first step. But it is only a first step. :

enator M1LLER, One more ﬁoint. In connection with the wheat price
the point was made that the wheat price would range from, well, 2 min-
imum of $1.80. Another criticism 1 hear was that this was meaningless
becausé the world price at gulf ports is substantially over that. What
is your answer to thatf ' C L '

Mr. Roru. Senator, finding the right-mean Frice, which came out
at $1.73 U.S. No. 2 Hard Winter at the gulf, was a very difficult
one. The other exporters, and the Canadians in particular, having
in mind advance contracts with markets other than those we serve—
the Soviet Union, China—were interested in as high a price as pos-
sible. So were many of our producing groups; $1.85 is where we started
in'the negotiations with the others, which was & price much too high
principally for the Japanese and the United Kingdom, and even for
the Community. And so we realized that this would be a price that
we might have to lower. o,

On the other hand, the U.S, grain traders felt that we should in-
crease the {Tr_ice, as little as possible, because too high a price would
undermine U.S. competitive position. =

So we had to find'a price in the proper range. g

I would like to add that when we first began talking to the exporters
about a minimum price, we tried to develop a rather rigid mechanism
that would protect that minimum when the price fell that low. And
we came basically to a kind of sharing-the-market concept. Many farm
‘%‘roups had great trouble with this, and certainly the grainh traders
did, too. So we threw that out. Now we have a consultative mechanism
undex: the agreement which operates when you begin to approach the
minimum price. But it is a much more flexible arrangement.

I am sorry to be so lon§ in explaining what our thinking is. This
position developed over almost a year and a half, in close consulta-
ti(l>n both with producers on one side and the grain traders on the
other. : o S

Senator MirLer, I can see and understand that this is a complex
matter, and that it would be something that would require a lot of
weighing of fact. My only point is that'I am not able to see—and
I must agree with the critics on this point—I am not able to see any
particular advantage to the American grain farmer of having a $1.80
per bushel world price when the world market is now at $1.83. It
may be that the market will go down and the $1.80 had been helpful,
but nobody knows that. And I think that the statement that this was
a great boon to the grain farmer, especially the wheat farmer, may
be a little euphoria. I just want to get this thing in perspective. And
I cannot reply to the critics right now by saying, oh, well, maybe the
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price will go back down below $1.80 and you will be protected ; they
are going to come back at you and say, you don’t know whai the future
will bring, I take it you were trying to put a floor under this.

Mr. Rota. That is rifht, Senator.gWe idn’t want a minimum price
8o high that the world price for large parts of the year would rest
on that minimum, We wanted and expected an increase underpinning
which would permit the wdrld price to float above it, so that we could
maximize our competitive position. .

Senator MrtLer. One last question. I know it is not easy to gaze into
a crystal ball, but you must have done this, especially in consultation
with your agricultural adviser. Is it your evaluation that as a result
of the Kennedy Round of negotiations our export of grains to the
Common Market will not decrease

Mr. Rota, My simple answer to that would be yes. Perhaps Mr.
Toanes would like to add something ? _

Mr. Joanes. I would certainly agree to this. We took no action in
grain or any other item that would decrease our exports. We already
talked of the benefits that would come with the million ton food aid
package, either from the Community itself or from third markets.
And I can think of no other action we took that would result in a
downturn in our grain marketing to Europe. ‘

Senator MirLer, My question, by the way, should include soybeans
as well. Would your answer hold to that?

. ng Toangs. Soybeans were already bound duty free, and continue
o be.

Senator Miuter. And it is your forecast that they are in their
rolls—— ‘

Mr. Toanes. I would be optimistic with reasonable certainty that
our marketing of soybeans would continue to expand in future years
ag it has in the past. .

3 Mr. Rorn, £nd we also have a decrease in our soybeans tariff to
apan. : S
enator Mucrer. Yes, I understand.

I appreciate very much the testimonz of not only the Ambassador,
but his colleagues. And I thank my chairman for his indulgence in
giving me so much time.

Chairman Boegs, Thank you very much, Mr. Ambassador, and the
members of your staff for coming here. ‘

We will adjourn until 10 a.m,, tomorrow, Wednesday, July 12, when
we will meet in room S—407 of the Capitol. :

(Whereupon, at 12:25 p.m., the committee was adjourned to re-
convene at 10 a.mn., Wednesday, July 12, 1967.)





