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volume in international trade.” We believe that the data developed on these prod-
ucts are broadly representative of the situation with respect to other commod-
ities, including plastics. The study showed that the average EEC common ex-
ternal tariff rate for these fourteen products amounted to 13.39. The average
U.8. tariff rate for the same fourteen products was 18.7% or 419 higher. How-
ever, it was found that the BEC tariff rate accounted for less than one-fourth
the total EEC cost-of-entry barriers facing these fourteen products, while the
U.S. tariff rate accounted for more than one-half of the total U.S. cost-of-entry
barriers. Thus, while U.S. tariff rates were 41% higher than the EEC tariff
rates, total costs-of-entry were 589, higher into EEC than into the U.S.:
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In March, 1967, while in Geneva as an industry technical specialist for the
plastics industry, I submitted information on EEC costs-of-entry as they applied to
plastic materials. Our data at that time led us to conclude that a reduction of
the EEC common external tariff on plastics to an average of 109, would require

“a U.S. traiff rate averaging 24.5% to amount to equivalent cost-of-entry barriers
for both EEC and U.S. under existing conditions of international trade. Our
study further concluded that the planned harmonization of EEC border tax at an
estimated level of 14.7% would require a considerably higher U.S. rate than
even the 24.59 in order to balance the total costs-of-entry.

A. BORDER TAXES

Since President Johnson's Balance of Payments speech last January first,
Border Taxes have been in the gpotlight. Much has been debated. Much new
data has been developed and analyzed. We have had the experience of the
German change from turnover tax to value-added tax. The chemical industry,
and the plastics sector of the chemical industry, have been leaders for the past
- several years in analyzing the impact on trade of indirect taxation systems and
border tax adjustments. From this work, we have come to the following
conclusions:

7 Comparative Cost-of-Entry into United States and European Chemical Markets, Horace
J. DePodwin Associates, Inc., February, 1966.

95-158 0—68—pt. ——26
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1. EEC Border tax harmonization on a value-added tax system will have a
significant effect on trade. The harmonized value-added tax at about 15 percent
will mean further substantial tax remissions for EEC exporters. The impact
on imports will be equally great. Altogether producers in the EEC are likely to
have a substantial competitive cost advantage in comparison with non-TVA tax
country producers (USA). The advantage is great enough to have a substantial
effect on the ability of U.S. producers to compete in world markets.

2. Anticipating that EEC will harmonize on a value-added tax at about
15 percent, a similar system of border tax adjustments may become essential
for the U.S. in oder to be equivalently competitive.

3. The remission of TVA taxes will provide producers in TVA tax countries
with a large cost advtange in comparison to U.S. producers on exports to third
country markets which are the major growth areas for exports for the future.
This competitive disadvantage for U.S. exports will have a limiting effect on
exports and, therefore, adversely affect the U.S. balance of payments. The
effect on third country markets will also apply to LDC’s which will increasingly
be deprived of the products of U.S. industry.

4. The substantial and differential cost effect of c.i.f. vs. f.a.s. valuation and
border tax adjustments calls for a continuing international discussion to identify
and manage dislocations of trade.

The significance of border taxes and their effect on costs-of-entry is shown
by an examination of the effect of the implementation of the Kennedly Round
Agreement on tariff rates plus the planned EEC TVA tax harmonization, as-
suming 14.79% as the harmonized rate. The chart below shows costs-of-entry for
EEC and for the U. S. before and after full Kennedy Round implementation
and border tax harmonization,® for the same 14 chemical products under dis-
cussion:

8 Data based on Comparative Cost-of-Entry into United States and European Chemical
Markets, Horace J. DePodwin Associates, Inc., February 1966. Further updated information
derived from Chemical Tariffs and Cost-of-Entry, William F, Christopher, April 20, 1967
and Updated Cost-of-Entry Study, SOCMA, 1968.
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The major cost-of-entry costs other than tariffs included in the above chart,
and in the chart on page 26, are shipping costs, border tax adjustments, c.i.f.
valuation, cascaded border tax base, and special taxes or charges applying in
specific countries or to specific products. Much debate centers on whether or to
what extent border tax adjustments operate as cost barriers to trade and
whether they should, therefore, be included in calculations such as these. The
issues and the contending arguments are well known to the Committee on Ways
and Means. This statement suggests that, where domestic price comparisons are
made between the prevailing tax-paid price in EEC (direct and indirect taxes
included) and the prevailing price in U. S. (direct and indirect taxes included),
as is done in the foregoing section on price comparisons, and where such price
comparisons show increasing disadvantages to.U. S. producers, it follows that
border tax adjustments on U. S. exports to EBEC sharply disadvantage our ex-
port trade to those countries and border tax adjustments on EEC exports to U. S.
and to third countries correspondingly disadvantage both our domestic trade
(especially now that U. S. tariffs are reduced) and also our export trade to third
countries. Based on this reasoning, and in view of the considerable doubt that
there is any significant difference in incidence between direct taxes and indirect
taxes, we believe it appropriatesto include border tax adjustments among trade
barrier costs.

The Society believes that the date summarized above demonstrate that there
are substantial and differential costs-of-entry beyond tariff duties themselves
which must be considered in trade negotiations and which must be taken into
account in arriving at any true measurement of reciprocity. Border tax ad-
justments constitute one of these differential cost elements and, therefore, their
effects in disadvantaging U.S. trade must be considered. We agree that further
studies are needed to develop additional data. Such studies are now being
undertaken in the plastics industry, and we urge the full cooperation of Govern-
ment in this effort.

B. INTERNAL RESTRICTIONS AFFECTING MARKETING AND DISTRIBUTION

Many countries have extensive laws and regulations requiring clearance or
approval of plastics products relating to health, sanitary, or safety reasons. To
give an example, in many European countries, prior clearance must be obtained
in order to market plastics having uses involving contact with food for human
consumption. Approval may also be required for the use of certain plastics for
construction purposes.

It is not the Society’s contention that such regulations constitute barriers
to trade per se. However, we believe that they could be employed as a device
to limit exports from this country such as by the adoption of standards or
nomenclature which would, arbitrarily discriminate in favor of competitive pro-
ducts manufactured in the destination country. ,

The export potential for plastics products and materials which might be
subject to internal marketing restrictions abroad due to health and similar
reasons is believed to be quite substantial. Accordingly, it is recommended
that our Government institute procedures to review and identify all such re-
strictions continually. In the interest of promoting exports from this country,
we would also suggest that stronger efforts be made by Government through
the Department of Commerce to familiarize domestic producers with the
appropriate laws and regulations involved such as by their periodic compila-
tion and publication on an industry sector basis.

III. PROBLEMS FACED BY AMERICAN PLASTICS EXPORTERS AND RECOMMENDATIONS
AIMED AT MAKING THE INDUSTRY MORE COMPETITIVE IN WORLD TRADE

Many of the industrialized nations of the Free World have very effective export
incentive programs. While these incentives take many forms, their purpose is
clear—to make export business as attractive as possible.

The U.8. has generally avoided such mechanisms, relying instead on the busi-
ness community to compete in world markets through a combination of export
sales and foreign production facilities. In general, these policies have served the
nation well, resulting in a consistently favorable return of earnings in excess of
investment outflows.

We are fully aware of the current Administration proposals which are de-
signed essentially to conserve and bring home dollars now in the hands of U.S.
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pationals. However, the program will not earn additional foreign exchange, and
the limitations, on foreign investment will have the effect of reducing future
earnings abroad. Accordingly, we believe that, if there are restraints, such
restraints should be strictly temporary, and that they must also be coupled with
a positive export program which will not only improve the short-term trade
balance to cover a large part of the international payments deficit, but will also
partially offset the future foreign earnings penalties which are likely to flow
from the regulations against direct investment.

Admittedly, the problem of increasing our exports is highly complex. How-
ever, one of the key elements restraining such an increase is that the net realiza-
tion on exports, taking into account the risks involved, the effort required, and
the need of highly skilled personnel, does not always compare favorably with the
net realization on sales of the same products in domestic markets. The solution,
therefore, is an export incentive program which will augment the net return on
export sales to a sufficient degree to overcome the complexities of international
trade. We believe that the Government is free to adopt a number of limited
measures which, in the aggregate, would go a long way toward making exports
a more attractive business.

A. CREDIT FOR FOREIGN BORDER TAXES

The border adjustment taxes levied by a number of European countries sub-
stantially reduces the net realization on our exports to those markets. As the
EEC countries harmonize their tax systems, it is clear that those outside of the
EEC will pay more to enter every EEC country with the possible exception of
France.

While it would be preferable if our exports to EEC countries were accorded
offsetting tax relief under revisions to the present GATT regulations, we recog-
nize that it is doubtful whether any substantial progress along these lines will
be made in the near future. The Society, therefore, proposes that our Government
allow a direct foreign tax credit for foreign border taxes paid by or an behalf
of U.S. exporters. This approach would appear to be an appropriate method within
the framework of the GATT rules to offset the distorting effect of the applica-
tion of foreign indirect taxes. It would also strengthen the Administration’s
ability to deal more effectively in negotiating the competitive equalization of this
unjustified barrier to trade.

B. DRAWBACK

The right of drawback can be a highly useful export marketing tool. However,
present cumbersome procedures, coupled with the limited staff of the Bureau of
Customs, result in long delays for approval of drawback agreements and
for processing claims, thus impinging upon its usefulness. Notwithstanding this,
the Society does not support any proposal, such as that suggested by the U.S.
Tariff Commission, which might seek abandonment of the principle of drawback.
Rather, the Society recommends that current procedures be revised to make
this tool more workable and enhance its usefulness in export marketing.

We are aware that the Bureau of Customs has recently taken a step in that
direction by proposing changes in the Customs Regulations applying to draw-
back. We urge the adoption of these and other revisions presently under con-
sideration as a means of further expediting drawback processing both by Gov-
ernment and industry.

C. DOCUMENTATION

It is generally recognized that the number and compiexity of shipping and
other documents involved in doing business overseas is a major barrier to exports
from this country. This is particularly true of many smaller companies, which,
numerically, constitute the majority of the Society’s membership. We believe that

“many of such companies do not participate fully in world trade, at least partly
because of the complex and burdensome requirements for documentation.

The Society is aware of the efforts being made to simplify documentation by
organizations such as the National Committee for International Trade Documen-
tation. We strongly urge that these matters be given top priority and that the
Congress move promptly to pass legislation aimed at achieving these desired
ends where necessary.
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D. OCEAN FREIGHT RATES

It is an acknowledged fact that ocean freight rates represent a substantial
part of the landed value of exported products. However, heretofore, the greatest
emphasis appears to have been placed on the disparities between freight rates on
items inbound to the U.S. vis a vis those applicable to outbound shipments. It is
the Society’s belief that far more is to be gained by shifting this emphasis to the
question of disparities to third countries so as to assure that U.S. plastics pro-
ducers will not be at a disadvantage in competing with other major manu-
‘facturing countries in those markets. The Society, therefore, urges that strong
efforts be made to assure cooperation between U.S. shippers and ocean carriers
serving the U.S. to develop rates and conditions conducive to increasing our
export trade to third countries. In this connection, we would recommend that
consideration also be given by both the Administration and the Congress to the
implementation of legislation aimed at permitting shipper groups to confer
with ocean carriers and conferences of carriers on a collective basis by
immunizing such actvity from the operation of our anti-trust laws.

E. TAX INCENTIVES

At the outset, the Society wishes to acknowledge and express its satisfaction
with the recently adopted revisions to the Regulations under Section 482 of the
Internal Revenue Code. Such revisions should provide additional incentives for
American industry to compete more effectively in world markets and we, there-
fore, strongly urge that the revised Reglations be liberally interpreted by the
Treasury Department, in actual practice so as to derive the maximum advan-
tages therefrom. In spite of those liberalized Regulations, however, there remains
much further to do in the area of tax incentives.

Purchasers in most third country markets, including Latin America, Africa,
Australia, and East Asia often require credit terms in excess of 180 days. The
governments of many of our competitors in major producing countries have pro-
grams which permit and encourage liberal credit terms for export business. This
enables their constituent companies to do business abroad in accordance with
the customs and requirements of those markets. On the other hand, the United
States requires that interest be charged on receivables outstanding against the
overseas affiliates of American companies for periods exceeding six months. This
impedes our ability to compete effectively for much business abroad. Accordingly,
we propose that the Congress adopt a broad Resolution aimed at encouraging the
Department of Treasury to revise its procedures and regulations so as to conform
with the realities of the marketplace such as by permitting interest-free credit.
terms, under the circumstances outlined above, for a minimum period of at least
one year. )

The Society is of the view that present tax accounting procedures also tend
to restrict maximum utilization of export possibilities by failing to take into
account competitive pricing conditions in foreign markets. Accordingly, we pro-
pose the full implementation, under the revised Section 482 Regulations, of one
of the recommendations of the Action Committee of the National Export Expan-
sion Council which reads, in pertinent part, as follows:

“Regulations should be issued promptly under Section 482 of the Internal
Revenue Code to provide clear guidelines for determining the reasonableness
of export selling prices to related corporations, under varying economic
circumstances giving due recognition to the type of goods or products being
sold, local competitive conditions, local tariffs, the extent to which such
goods or products are incidental to domestic corporate operations and other
pertinent factors. The regulations should not provide fixed rigid price
formulas but should indicate a policy for handling pricing problems in
velation to the facts and competitive conditions relating to particular meth-
ods of operation and pricing. In particular, the regulations should make
clear that if competitive conditions cause the U.S. manuflacturing corpora-
tion to price to a foreign affiliate at a level which only recovers the incre-
mental costs of manufacturing in the United States, this fact will not mean
that the price is unreasonable. The regulations should clearly state that
they do not require the recovery of full overall costs in the United States
unless the foreign competitive situation will jurstfy prices high enough
to accomplish this.”®

® National Ezport Expansion Council Report of the Action Committee on Tazation,
February 11, 19@6, page 7. E
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Again, the Society wishes to acknowledge the progress currently being made
through the adoption of liberalized regulations by the Treasury Department to
improve tax incentives for American exporters. We urge that these efforts con-
tinue and that all appropriate incentive areas continue to be explored.’® We
believe that such efforts would be greatly facilitated were Congress to express
its support by the adoption of an appropriate resolution such as suggested above.

IV. FUTURE ADMINISTRATION OF U.S. FOREIGN TRADE POLICY PROPOSALS
CONCERNING THE

A. SECTOR NEGOTIATIONS

Based upon the experience of the recently-concluded Kennedy Round, the
Society is of the opinion that the sector approach is the most practical means
of negotiating tariff and trade matters. We believe that the concept of dealing
on an all-commodities basis is virtually unmanageable and that the more specific
“sector approach” is far better designed to result in informed and enlightened
decisions by all concerned. The Society, therefore, recommends that sector bar-
gaining be elevated to a formal basis for purposes of trade negotiations and
that the chemical industry be defined as one sector with plastic materials and
plastic fabricated articles as two specific subsectors thereof.

B. INDUSTRY ADVISORS

With the recent dissolution of the roster of industry specialists selected during
the Kennedy Round, we believe the time is now ripe for both the Administration
and Congress to review that program generally and to institute procedures 1look-

ing towards strengthening the relationship between government and industry
- on all future matters relating to tariffs and trade.

In our opinion, one of the significant shortcomings in U.S. trade policy has
been the existence of a serious “information gap’ between those in government
responsible for implementing our trade programs and those in the private sector
who have such vital interests at stake, most notably domestic industry. This was
evident in the recently concluded “Kennedy Round”. Due to the lack of any really
manageable system, it was difficult—often impossible—to establish a meaning-
ful dialogue between industry and those officials responsible for the conduct of
our negotiations. As a consequence, in many instances, our negotiators were
deprived of the in-depth knowledge needed to make fully informed and truly
enlightened decisions.

This was true even though a very real effort was made by the STR to assemble,
and organize industry data, and make it available to the negotiators. As one
of the technical specialists for industry, I was involved in the preparation of
many studies and reports, and on many occasions responded to questions from
the STR. Near the end of the negotiations, I spent several days in Geneva. At
all times, the officials contacted in STR and in other government agencies,
showed a sincere interest in the information provided. Yet, there remained the
very real problem of making use of this information in the course of the negotia-
tions, and especially at the point of decision.

The problem stems primarily from the fact that the industry technical special-
ist system, as conceived, was basically unworkable. To begin with, there were
far too many technical specialists. Moreover, they were not organized in any
rational way nor did they have the kind of official status needed to make them
effective in their contacts with the Government, and in their dealings with
industry itself. Added to this. the technical specialists were not utilized by our
Government to the degree possible with the result that their talents were left
untapped in many areas.

We strongly support the issuance of an Executive Order by the President
aimed at establishing a closer working relationship between the Congress, indus-
try, labor, and the Executive Branch on trade matters. In connection with
this, and in the belief that such a program would be much more effective and
more helpful to movement, we would also make the following more specific
recommendations :

10 For example, consideration should be given to the allowance of special depreciation for
investment allocable to export sales. Such an approach would encourage the building of
plants specifically for export business as opposed to the concept prevalent among many
producers of building for domestic supply with excess, if any, to be applied to export.

1190th Congress, 2d Session—Committee Print; Committee on Ways and Means, U.S.
House of Representatives ; Proposed “Trade Expansion Act of 1968 S’ p. 5.
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1. In order to make the program more workable, the number of advisors should
be kept to a bare minimum. The roster of 250 or so technical specialists of the
Kennedy Round should be reduced to no more than 50 Industry Advisors.

2. The Industry Advisors should be organized on a “sector” concept, with a
minimum number of industry representatives for each industry sector. In turn,
the Industry Advisors would organize contacts within their industries so that
prompt and reliable data would be readily available.

3. The appointment of the Industry Advisors should be made official instead
of unofficial and off the record. Among other things, this would give rise to
obligations which would substantially solve problems of confidentiality. More-
over, those appointed would be experienced individuals accustomed to handling
confidential information, and they could be relied upon to do so. This would re-
sult in far greater access to reliable and pertinent economic data.

4. The Industry Advisors should be called upon to participate in discus-
sions and conferences, and in a continuing two-way dialogue on all aspects of
trade negotiations. This would include counselling conferences with the Office
of the Special Representative for Trade Negotiations, advisory participation in
GATT negotiations, attendance at OECD Industry Committee and other com-
mittee meetings, participation in or an advisory relationship to participants at
UNCTAD conferences, and participation or advisory service for regional trade
organization conferences.

In our judgment, the above recommendations, if adopted and implemented,
would provide an answer to the most critical problem of trade negotiations—get-
ting depth of knowledge at the point of decision at the time decisions are being
made. It would also improve industry understanding of the negotiating process,
and, therefore, of the results obtained.

C. ORCHESTRATION

Another important consideration for future trade policy is a better coordina-
tion or ‘“‘orchestration” of the various government information sources, such as
the Tariff Commission, the Department of Commerce, the Buerau of Customs,
and the many other agencies and departments involved. Under present procedures,
each agency gathers and disseminates its information and views within the
limited context of its own particular functions. Clearly, their horizons must be
expanded to encompass the worldwide competitive and trade situation. Un-
doubtedly, this will require some redefinition of responsibilities and functions for
each agency source.

D. STRENGTHENING OFFICE OF STR

The establishment of the office of STR under the provisions of the Trade
Expansion Act of 1962 has provided an improved administrative method for
handling the complicated problems of trade negotiations. The Society believes
that this office should be further strengthened by the addition of personnel and
resources to better cope with the many problems now before it.

E.. BROADENING THE ADJUSTMENT ASSISTANCE PROGRAM

The Society endorses the Administration proposal to broaden the eligibility
requirements of the adjustment assistance program and we support the principles
of the tests enumerated.

‘We disagree, however, that adjustment assistance under these new criteria
should be limited to individual firms and workers. It is our belief that the pro-
gram should also permit relief for an industry through tariff adjustments when-
ever increased imports have been a substantial cause of serious injury or the
threat thereof. This, coupled with the referenced broadened eligibility require-
ment for relief for industries, would enable Government to take steps aimed at
avoiding the harmful effects of increased imports in their incipiency. It would
also minimize the possibility of the Government incurring substantial expendi-
tures in the way of payments to individual firms or workers which would be the
likely result if the Administration’s program were adopted as proposed.

F. EXTENSION OF PRESIDENT'S NEGOTIATING AUTHORITY

The Society is in agreement with the Administration that there is no need, at
this time, to grant the President additional powers to negotiate tariff reductions
on a broad basis. The Kennedy Round adjustments are not scheduled to become
fully implemented until 1972 and the question of further broad tariff reductions
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should, therefore, be deferred until all concerned, including the Executive Branch
and Congress, have had an opportunity to fully and intelligently assess the re-
sults of the major concessions made during the Kennedy Round.

At the same time, the Society is cognizant of the fact that the Executive
Branch must have a sufficient degree of flexibility to negotiate tariff rate adjust-
ments for administrative purposes and to enable the President to implement
current trade programs such as by granting compensation for “escape clause”
relief and to deal with unusual situations. On the assumption that this is the
basic rationale for the Administration proposal, the Society supports an exten-
sion, through June 30, 1970, of the President’s negotiation authority.

We trust that the views expresqed in this statement will be of value to the
Committee on Ways and Means in its review of U.S. foreign trade policy gener-
ally, and that the members of the Committee will consider the recommendations
contained herein to be constructive and helpful. Needless to say, if you wish us
to further amplify any of the points we have covered, or if you have any ques-
tions whatsoever concerning the contents of this statement, now or later, please
do not hesitate to call upon us.

Thank you very much.

APPENDIX A

PrASTIC MATERIALS—TARIFF CLASSIFICATIONS AND TARIFF DUTY RATES

TABLE 1.—PLASTIC MATERIALS TARIFF CLASSIFICATIONS

Materials United EEC United Kingdom Japan
States
ACrYliCS o 445,05 39.02C Xil_......... 39.02B(2) - ccceeeen 39. 02-2(5)
Ammo plastics:
Melamine 445,35 39.01C 11(a). 39.01B. 39.01-2¢4)
Urea-formaldehyde. : 445,35 39.01C l1(a) 39.01C_ 39.01-2(4)
Epoxies. .. __.._. 405,25 39.01C IV__ ~ 39.01E( 39.01-2(4)
Fluorocarbons. 445,50 39.02C I1__ - 39.02EQ2) 39.02-2(2)
Phenolics: .
Resins.._. 405.25 39.01C 1(a)......... 39.01E ... 39.01-2(1)
Compound 405,25 39.01C I(b)-......__. 39.01C. ... 39.01-2(1)
POIYAMIGE. «c-- < -eeeeeemeem oo ee oo 34~ T T A— ECT) (e WO 39.01-24)
Polyolefins:
Polyethylene__ ... 445,30 39 020 I(a) 39.02B(2)(b) 39.02-2(1)
Polypropylene R 445,50 CIV.... .- 39.02B(2)(b)-.- 39, 02-2(6)
Styrere resins.____...__.__ -- 405. 25 39.020 VI(a)...-.... 39.02B(2)(b)- 39.02-2(3)
Palyvinyl alcohol. - 445,40 39.02C XI_.. .. 39.02B(2)(b)- . 39.02-2(4)
Polyvinyl chloride. . ... 445,45 39.02C Vli(a) 39.02B(2)(b) 39.02-2(4)
TABLE 2.—PLASTIC MATERIALS, PRE-KENNEDY ROUND
. EEC United Japan
Materials United States (percent) Kingdom (percent)
(percent)
- Acrylics___.__ .- 2.75 cents per pound plus 20 percent._____ 21 10 20
Amino plastlcs:
do 15 25 20
Urea-formaldehyde do 15 20 20
Expoxie: . 2.8 cents per pound plus 18 percent ASP___ 18 10 20
Fluorocarbons. - -—_____._ 2.75 cents per pound plus 20 percent______ 18 10 20
Phenolics:
ReSINS. oo oo 2.8 cents per pound plus 18 percent ASP___ 15 10 20
Compounds_ .- - oo [ I 15 20 20
Polyamide___________._____.___ 2.75 cents per pound plus 20 percent._____ 22 10 20
Polyolefins:

Polyethylene_ ..o .. do o [O) 10 )
Polypropylene__.__._.... do 23 10 (O]
Styrene resins.___ _-- 2.8 cents per pound plus 18 percent ASP___ 20 10 20
Polyvinyl alcohol__ --- 1.25 cents per pound plus 6.25 percent_____ 17 10 20
Polyvinyl chloride_._______.____. 2.5 cents per pound plus 12.5 percent._.___ 20 10 20

140 percent against U.S. goods; 20 percent against all other.
252 yen per kilogram.
357 yen per kilogram.

Note: Bases for tariff valuatmn United States, free on board, except benzenoids ASP; EEC, United Kingdom, Japan,
cost, insurance, and freight.
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TABLE 4.—PLASTIC MATERIALS, FINAL POST-KENNEDY ROUND TARIFF RATES

i ’ In percent
Materials United States
EEC United Japan
Kingdom

Acrylies. ... 10.5 10.0 10.0
Amino plastics:

elamine_ ... ______.____.____________. 7.5 1.5 10.0

Urea-formaldehyde. 7.5 7.5 10.0

EpoXies. ..o . 9.0 10.0 10.0

9.0 9.0 17.5

1.5 7.5 10.0

7.5 1.5 10.0

Polyamide - 1.3 cents per pound plus 10 percent...__._ 1.0 10.0 10.0

Polyolefins:

Polyethylene.._. do.__. - o 10.0 ?)
Polypropylene. R 0. . 11.5 10.0 O]
Styrene resins. ... -—-- L5 cents per pound plus 10 percent. 10.0 10.0 17.5
Polyvinyl alcohol. 0.6 cent per pound plus 3 percent. .. - 8.5 8.5 10.0
Polyvinyl chloride..__.________________ 1.25 cents per pound plus 6 percent.___.__ 10.0 10.0 10.0

1 40 percent against U.S. goods, 10 percent all other.
2 35 yen per kilogram.
3 40 yen per kilogram.
Note: Bases for tariff valuation: United States, f.0.b.; EEC, United Kingdom, Japan, c.i.f.
/

APPENDIX B
U.S. IMPORT STATISTICS FOR SELECTED PLASTICS PRODUCTS

LIST OF PRODUCTS SELECTED AND PRE- AND POST-KENNEDY ROUND TARIFF RATES

Ad valorem tariff rates

TSUS A Plastic product
Number Pre-Kennedy round (July 1, Final stage, Kennedy round
1962) (Jan. 1, 1972)
678.35 Machines for forming rubber or plastics.._. 11.5 percent__.______._____. 5.5 percent.
708.43 20 Sunglasses (not over $2.50 per dozen)._.__.. 30 percent.. _. 15 percent
708.45 20  Sunglasses (over $2.50 per dozen)......_.__ 17 percent.. Do.
734.05 Billiard, pool, and bagatelle balls._.. .- 20 percent.. _ No change.
745.25 Casein buttons__________________________. 15 percent_. 7.5 percent.
745.32 Buttons of acrylic and/or polyester resin_... 0.75 cents per h¥e per gross 0.6 cents per line per gross,

74534
745.40
750.15
770.05

771.40
771.42 20

771.42 40

771.45
771.55

772.06

772.09
772,15
772.20
772.30
772,35
772,40

772.42
772,65
772.85
772.95
772.97

773.15
774.60
790.05

-+10 percent.

Buttons, other. ... ... 9.5 percent.
Button parts, blanks and molds.__________. 36 percent. .. ___._____. 28.5 percent.
Combs, not rubber (over $4.50 per gross)... 0.8 cents each, 416 percent__ 0.4 cents each, 48 percent.
Laminated plates or sheets....___.___.__.. 5 cents +9 percent per pound. 2.5 cen&s + 4.5 percent per
pound.
Plastic imitation patent leather.____.______ 55percent. ... ... 2.5 percent.
Noncellulose film, strips, and sheets (not 12.5 percent.__..____.______ 6 percent.
over 0.009 inches thick).
Noncellulose film, strips, and sheets Cover _._.do.. ... _._______.__ Do.
0.009 inches thick).
Acrylic resin profile shapes..____._______._ 17 cents per pound. _________ 8.5 cents per pound.
Noncellulose profile shapes, other than 20 percent..________________ 10 percent. -
acrylic or casein. :
Dishware, rubber or plastic..._.__.._______ 21 cents per pound plus 17 10.5 cents per pound plus 8.
percent. $ercent.
Trays, rubber or plastic - 17 | S 85p t
Other articles, rubber or plastic.._______.___ ___. Do.
Packing containers, rubber or plastic. _ 7.5 percent.
Wearing a:ﬂaarel, rubber or plastic. ... - No change.
Household furnishings, rubber or plastic..__ ___. d . 6 percent.
Nurlsmtg supplies and pacifiers, rubber or 8 percent.._________________ 4 percent.
plastic.
Bags for ice, douche, etc., rubber or plastic.. 12.5 percent._______________ 6 percent.
Hose, plﬁe, tubing, rubber or plastic..._.... 8.5 percent.. - 4 percent.
Caps, other closures, rubber or plastic______ 17 percent._ . 8.5 percent.
Christmas tree ornaments, rubber or plastic. 25.5 percent. - 12.5 percent.
Other Irehglous articles, ornaments, rubber 17 percent..________________ 8.5 percent.
or plastic.
Nylon brush bristles_....____..____________ 3 cents perpound._______.__ 1 cent per pound. -
Other articles, rubber or plastic_..__________ 17 percent.._______ - 8.5 percent.
Spring clothespins......_..__.._.________ 20 cents per gross 0 cents per gross.
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STATEMENT OF GILBERT C. RICHMAN, BUTTON DIVISION, SOCIETY
OF THE PLASTICS INDUSTRY, INC.; ACCOMPANIED BY SIDNEY
EMSIG, CHAIRMAN

Mr. Ricaman. Mr. Chairman and members of the committee, my
name is Gilbert C. Richman. I am the president of U.S. Plastic &
Chemical Corp. of West Haverstraw, N.Y., a producer of polyester
button blanks. I am here representing the button division—of which
I am a former chairman—of the Society of the Plastic Industry. This
is the same society about which Mr. Christopher has been speaking
to you.

Our division represents perhaps the smallest of all the divisions
of the SPI. We do, however, represent 80 percent of the domestic
production of polyester buttons and button blanks. All of the com-
panies in our industry are classified by definition as “small business.”

There is no need at this time to go into the background of the tariff
~ avoidance devices that have caused so much turmoil within our in-
dustry. The committee has been most sympathetic to our problems
through recent years and has been most instrumental in closing two
loopholes that have caused the serious situation within the industry.
The closing of the second loophole about a year and a half ago has
provided us with the first effective tariff relief that has been avail-
able for the past 5 or 6 years.

We are frankly an import-sensitive, tariff-protected industry. We
are reconciled at this time to domestic sales only. We have long since
lost all of our export markets.

I have not read, Mr. Chairman, the brief that we have submitted*
but would like to comment very quickly about two of the points raised
therein. The first addresses itself to the question of tariff prefer-
ences for the less-developed countries, (LDC’s.) I have personally
visited a dozen of these countries and have been in button manufac-
turing operations in six of them. As a consequence. I think that I
know their capability on a firsthand basis. Inasmuch as 50 percent of
the cost of manufacturing an average button of this sort is in the form
of wages, it is obvious that those countries with very low wages would
have a very material advantage over domestic production.

In addition to this, there is the very strong probability that, should
such advantages be granted to the LDC’s, that machinery manufac-
turers and holders of patents and processes in more strongly economied
countries would give or lend or lease their machinery and their know-
how to these less-developed countries. As a consequence they would be
controlling the output of these countries, within our industry, on a de
facto basis. It would be obvious under circumstances of this sort that
there would be no real economic benefit in granting such tariff pref-
erences.

The second main point in our brief deals with the imports of but-
tons coming in attached to garments. Last year these buttons amounted
to the amazing quantity o% 11,820,000 gross, or almost two billion of
buttons. This alarming growth is related to the advent of the synthetic
man-made fibers which are now proliferating and which are causing
great increases in the imports of finished apparel. v

. We would suggest that some consideration might be given for limita-
tion of some of these manmade fiber imports in much the same fashion
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as there is limitation for cotton goods under the LTA. T am sure that
the apparel industry, when it appears before you will have a good deal
more detail along these lines. Our tiny button industry represents but a
small percentage of the total plastic industry. Mr. Christopher speaks
in terms of hundreds of millions of dollars, billions of dollars in fact,
and billions of pounds of raw material. He speaks also of an industry
growing at a rate of 12 to 15 percent a year.

Between 1963 and 1966, the total button industry within this coun-
" try shrunk by 1214 percent, from $82 million of gross sales to $72 mil-
lion. During this period 15 companies have gone out of business and
there are three more even today on the verge. One company is liquidat-
ing in Towa and one company is in Chapter XI proceedings in the
State of Maine, and another in the same proceeding in Pennsylvania.

Despite all of these difficulties, and conceding that there may well be
additional changes in the industry as time goes by, that there may be
additional failures, and that there may be amalgamations of some of
the survivors, it is our opinion that much of the strength and viability
has remained within the industry. Accordingly, barring any catas-
trophe, and with your continued consideration—_for which we have
been most appreciative in the past—we are confident of our ability to
survive.

It is a privilege, gentlemen, to have this opportunity to appear before
you and to present the views of our industry. Needless to say, my col-
leagues and T are available at all times for questions and for detailed
information should it be required. - :

1 would like to state for the record that Mr. Sidney Emsig is with me
and that he is the current chairman of the button division of the SPT.
He and I stand ready at your service.

(Mr. Richman’s prepared statement follows:)

STATEMENT OF GILBERT C. RICEMAN, BuTroN DivisioN, THE SOCIETY OF THE
PLasTics INDUSTRY, INC. :

Mr. Chairman and members of the Committee, my name is Gilbert C. Richman.
I am President of U.S. Plastic and Chemical Corporation, a major American pro-
ducer of plastic button blanks, with its principal office and plant in West Haver-
straw, New York. I am also a past Chairman of the Button Division of The
Society of the Plastics Industry, Inc., and I am an active member of the Division’s
Steering Committee., With me today, is Mr. Sidney Emsig, the present Chairman,
who will assist me in presenting the Button Division’s views with respect to the
general subject of trade between the United States and foreign nations. The two
specific areas to which my comments are directed concern (1) the matter of
tariff preferences for less developed countries and, (2) the need for taking steps
to impose reasonable limits on imports of textiles, in particular, wearing apparel.

Mr. Christopher has explained to you the composition and functions of the
Society itself so they need not be repeated here. Suffice it to say that the SPI
Button Division is a standing Division of the Society which is composed of com-
panies accounting for approximately 80 percent of the dollar volume of American
production of polyester and acrylic buttons and button blanks. The Button Divi-
sion speaks on behalf of its members concerning those matters deemed to be of
general importance to the button industry. In this capacity, the Division has
represented the industry before a number of governmental agencies such as the
U.S. Tariff Commission and the Trade Information Committee and, on several
occasions, has filed presentations with the appropriate Committees of Congress.

At the outset, we wish to make it clear that the views expressed in this state-
ment are limited exclusively to the particular commodity group of interest to
our membership, that is, buttons and button blanks. We have no intention of
broadening our position beyond this.




3133

On page 21 of Mr. Christopher’s statement, reference is made to those segments
of the plastics industry which are acutely import sensitive. The American button
industry clearly falls into this category and, therefore, requires the full measure
of protection, both direct and indirect, now afforded by our tariffs.

As the members of the Committee on Ways and Means well know, the Ameri-
can button industry has been particularly hard-hit by imports in recent years
having been the victim of two avoidance devices which practically nullified the
button tariff. The first of these involved the direct importation of “buttons with-
out holes” at the substantially lower button blank rate of duty. No sooner had
this loophole been closed by the enactment of legislation that the importers began
shipping “buttons without holes” to the Virgin Islands, drilling the holes there,
and entering the finished button into the United States completely free of duty.
Recognizing its manifest unfairness, Congress moved to enact further legislation
to do away with this practice. However, much damage was done and, indeed,
between 1963 and 1967, approximately fifteen button producers were forced out
of business as a direct result of the “buttons without holes” tariff loopholes.
Even today, the industry has yet to recover fully from the effects of these avoid-
ance devices and we are advised of as many as three more impending failures.

A. TARIFF PREFERENCES FOR LESS DEVELOPED COUNTRIES

One of the primary reasons why our industry is so sensitive to imports is that
a substantial portion of button production costs are attributable to labor. With
the much -cheaper labor available in less developed countries plus the added
benefit of a special tariff preference here, undue advantage could be taken of
the domestic industry. This could be done with a relatively modest investment
or no investment at all as we understand that there are producers of button-
making machinery in Europe and, perhaps, J apan who would be willing to assist
prospective operators in setting up production facilities in less developed coun-
tries, The probable net result, as applied to buttons, would be facilities domi-
nated de facto by interests located in developed countries making convenient use
of the less developed country’s cheaper labor and tariff preferences. It can hardly
be argued that this would prove to be of any real, long-term economic value to
the less developed country, which we understand would be one of the underlying
considerations in support of a preferential tariff policy.

Apart from this, the granting of U.S. tariff preferences for buttons and button
blanks produced in less developed countries would be inconsistent with the treat-
ment afforded those commodities by our Government in the recently concluded
“Kennedy Round”. Recognizing the need for adequate tariff protection, our
Government substantially spared polyester and acyrlic buttons and button blanks
from tariff reductions. Tariff cuts on these commodities were approximately 20
percent rather than the full 50 percent which was permissible under law. This
constituted clear acknowledgment that the domestic industry requires added
protection against imports even from our trading partners in GATT, all of
whom are highly industrialized and have much less of a labor cost advantage.
Were preferences now to be granted to less developed countries, the relief given
to buttons and button blanks in the “Kennedy Round” would have proven to be
a futile gesture from the standpoint of our industry.

Before closing on this subject, we wish to again make it clear that the Button
Division is not opposed to the basic concept of granting tariff preferences to less
developed countries in and of itself. We are simply taking this opportunity to
advise the Committee that such a policy, as applied to buttons and button blanks,
would without a doubt, prove damaging, perhaps even disastrous to our domestic
industry. We, therefore, urge that the Committee and Congress take this fully
into account with respect to any proposals which may be submitted either now
or in the future aimed at establishing preferential tariffs for products of less
developed countries.

B. IMPORT QUOTAS ON WEARING APPAREL

Of course, my statement thus far has related solely to the importation of but-
tons as such. The industry is presently faced with a problem which we believe
to be much more severe which is their importation on wearing apparel. We esti-
mate that buttons imported in this manner have grown successively from ap-
proximately 6,80(),0(())%0 gross in 1963, to 7,775,000 gross in 1964, to 9,360,000 gross
in 1965, to 10,485,000 gross in 1966, and to an astounding 11,820,000 gross in 1967.
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Based upon the information available to date, there is no question but that im-
ports of buttons on garments in 1968 are anticipated to increase substantially
from all prior years.! This will have a severe adverse effect not only on the button
industry but on related industries such as the button blank and raw material
suppliers.

Because of the substantial disparity between production costs in the United
States as compared with Hong Kong, Japan, and the less developed countries,
the American button industry is not competitive in world markets, and is
not, therefore, a substantial exporter. Our industry is almost exclusively reliant
on the domestic apparel industry and our fate is inextricably woven into theirs.
Thus, should imports continue to erode the American apparel industry, we, too,
would be equally harmed. For these reasons, the Button Division urges that
this Committee give consideration to taking whatever steps are deemed appro-
priate to afford relief to our apparel industry from the increasing flow of such
imports.

In our judgment, one constructive approach would be the enactment of legis-
lation aimed at imposing quotas on imports of wearing apparel under reasonable
conditions designed to meet the needs of the domestic industry, while at the same
time, recognizing the legitimate interests of the foreign producers and importers.

On behalf of the SPT Button Division, we want to express our thanks to the
Committee for having been given the opportunity to participate in these pro-
ceedings. Needless to say, should you have any questions concerning the topics
we have covered or should additional data be desired, please do not hesitate to

call upon us.

Mr. Burke. Have you any questions ?

Mr. Buss. I have one question.

Whgt are the raw materials that go into plastics, generally? Isn’t
it gas?

Mr. CrrisTopHER. Yes; petroleum raw materials are the most basic
raw materials going into plastics.

Mr. Busg. With our volume of natural gas and supply of petro-
leum products, where does the cost differential come in here? What
“does the competition use for sources of supply, for example?

Mr. CurisToPHER. In foreign countries?

Mr. BusH. Yes.

Mr. CaristopHER. In foreign countries the petroleum raw ma-
terials are less expensive, lower in cost.

Mr. Busu. Natural gas, I am speaking of.

Mr. CuRISTOPHER. In consideration of these raw materials we must
remember we are negotiating in the Kennedy round for the com-
petitive situation in the 1970°s and with the development of the oil
and gas fields in north Africa and in the North Sea we anticipate a
competitive natural resources baseto ours.

Mr. Busu. Let me start again. This is probably very fundamental.
Where does most of your competition come from ?

Mr. CaristoraER. Foreign competition ?

Mr. Buss. Yes.

Mr. CuristorHER. From the EEC countries.

Mr. Busa. Where do they get their gas supply

Mr. CuristopHER. T'oday ?

Mr. BusH. Yes, sir.

Mr. CarisToPHER. Natural gas or oil?

Mr. Busu. Natural gas. Isn’t natural gas a fundamental ingredi-
ent for the low-cost production of plastics generally ?

Mr. CHRISTOPHER. It is one of the low cost; yes.

1In this connection, we note with increasing concern the rapid movement of certain seg-
ments of the apparel industry to less developed countries where labor costs are far lower
than even in Hong Kong or Japan.
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Mr. Busa. These EEC countries for the most part, with the pos-
sible exception of Holland, and that is only recent, don’t produce
natural gas in any quantity, do they ?

Mr. CaristorHER. You are correct on this. In 1972 the situation will
be somewhat different but also, as of today, and our brief so states,
the United States does have in general a competitive cost advantage
in the large-volume thermoplastic materials to which you refer. We
anticipate and develop in more detail in our brief that by 1972 because
of two factors operating, the shift from the coal base in Europe to
oil and gas as a basis for raw materials, and the increasing scale of
production and equivalent technology, that this advantage will no
longer be enjoyed by our producers.

Mr. Bush. Your fear is largely for the future.

Mr. CuristorHER. In that classification. In the condensation poly-
mers the European producers have an advantage right today.

Mr. Busu. Thank you, Mr. Chairman.

Mr. Burke. We wish to thank both of you, Mr. Christopher and
Mr. Richman, for your excellent testimony and your charts and
slides. They were very informative.

(The following statement was received, for the record, by the
committee :) ‘

STATEMENT OF JULIUS SIMON, PRESIDENT, OPTICAL IMPORTERS ASSOCIATION OF
THE UNITED STATES, INC.

The Optical Importers Association of the United States, Inc. (0.L.A.), submits
the following statement in lieu of a personal appearance before this Committee
for incorporation in the record of hearings on tariff and trade proposals. The
O.I.A. is a nonprofit corporation registered under the laws of the State of New
York. It is a self-sustaining organization and is not affiliated with any foreign
interests. Its membership is composed of 26 firms, located throughout the United
States, who import eyeglass frames and mountings from abroad. In terms of per-
centage of imports, 0.I.A. members account for approximately 859% of all eye-
glass frames annually imported into the United States and in excess of 909 of
imports of such merchandise from France, Italy and West Germany, the major
exporting countries of eyeglass frames to the United States.

As American businessmen, the members of the O.I.A. strongly favor continu-
ance of a reciprocal trade policy between the United States and other free coun-
tries of the world. We, therefore, support the Trade Expansion Act of 1968 and
urge its passage. Experience and history have proven that exchange of products
and know-how between the United States and its trading partners is of mutual
benefit, and that unnecessary restrictions on such trade serve no useful purpose
and invite only retaliation. For this reason, the O.I.A. opposes all tariff and non-
tariff barriers not in the base economic interest of the United States and its
citizens. :

An example of the type of non-tariff barrier inimical to the interests of the
United States is H.R. 16906. This bill would prohibit the manufacture for sale,
sale in interstate commerce and the importation into the United States for sale
of any eyeglass frame made of cellulose nitrate. On its face, H.R. 16908 does not
appear to discriminate against imported eyeglass frames. The fact of the matter
is, however, that nitrate is no longer used in the United States in the manu-
facture of plastic eyeglass frames, and, with the exception of some possible re-
maining inventory of American-made frames, the only source for nitrate frames
is imports. Therefore, H.R. 16906 is aimed directly at imports and is an attempt
to place an absolute embargo on ‘the importation of a large percentage of the
plastic eyeglass frames currently being imported into this country.

Cellulose nitrate has been used throughout the world in the manufacture of
eyeglass frames for close to ninety years. In the United States, nitrate was
used until approximately 1958, when frame manufacturers began using acetate.
This switch in basic raw material was not one of preference but was as a result
of a shortage of nitrate material in this country and the announced intention
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of nitrate manufacturers to discontinue its production. Over the last half cen-
tury, the nitrate eyeglass frame has become the preferred plastic frame of pro-
fessional ophthalmologists and optometrists because of its durability and quality
stability. It is a known and accepted fact in the industry that nitrate is superior
to other plastic materials because of its ability to retain shape under adverse
_conditions and changes of climate. Retention of shape, and ability to hold the
position of the lenses is an important feature of an eyeglass frame and is essential
to good vision, since the adjustment and position of the lenses in the frame is
directly related to the interpretation of the doctor’s prescription. Further,
nitrate material will accept a much higher finish and has a greater resistance
to body acids than other types of plastics. ’

It is also a matter of public record that imported eyeglass frames have not
had an adverse impact upon the industry in the United States. In October of
last year, the Tariff Commission presented a detailed report to the President
on the conditions of the eyeglass frame industry in this country. This report was
the culmination of a thorough investigation by the Commission, which was in-
stituted under section 301 of the Trade Expansion Act of 1962 by a petition of
the International Union of Electrical, Radio and Machine Workers. In its report,
the Commission unanimously -found that both production and profits in the
industry had increased substantially from 1962 to 1966 and, further, that the
increase in the volume of imports over the same period had not caused, nor did
it threaten to cause, serious injury to the domestic industry.

We believe that the growth of the industry in this country is in part due to
the imaginative styling of European-made frames. The fact is that imports have
been the proximate cause of the industry moving from a period where eyeglass
frames were nothing more than prosthetic devices, to the stage where fashion
considerations have stimulated and increased consumption. The ability of im-
ported frames to compete in the U.S. market is not due to any price advantage.
Indeed, in most cases, Buropean-made frames sell at prices substantially higher
than domestic frames. Rather, as found by the Tariff Commission, it is the new
shapes, colors and decorations created by importers which have stimulated the
demand for imported frames. The style innovations introduced by importers have
also stimulated the domestic industry into producing more fashionable eyeglass
frames which have been well received by consumers.

It is submitted that the record of the nitrate eyeglass frame of over fifty years
of safe, efficient and beneficial service to the public militates against any cur-
tailment of its availability and continued use in this country. H.R. 16906 is not,
on its face, designed to serve the public interest and we urge the Committee to
reject this attempt to place an injustified embargo on imported eyeglass frames.

Mr. Burke. Our next witness is the barber and beauty shop equip-
ment industry, Mr. John A. Dlouhy.

Before you proceed. Congressman Rostenkowski of Chicago is very
interested in your testimony and regrets that he is unable to be here.
He is going to read it in its entirety.

You may identify yourself for the record.

STATEMENT OF JOHN DILOUHY, EXECUTIVE VICE PRESIDENT,
EMIL J. PAIDAR CO.

Mr. Drovry. Mr. Chairman and members of the committee, my
name is John Dlouhy. I live in Chicago and am employed as execu-
tive vice president at the Emil J. Paidar Co., a manufacturer of bar-
~ ber chairs for the past 60 years.

Last November I represented that industry at a formal U.S. tariff
hearing as the cost spokesman discussing the relative costs of manu-
fac:turing not only here in the United States, but in Japan and Hong

{ong.

Eég a result of a manufacturing investigation, representatives from
the Armour Research Foundation and the I1linois Institute of Technol-
ogy were sent to the Orient in 1961 to explore the feasibility of a joint
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venture. Their recommendations were then simply that it was less
expensive to manufacture in the United States. Some 6 years later,
with wage costs percentagewise having risen more than 100 percent
in Japan, while materials increased from 25 percent to 30 percent,
the 1961 engineering recommendations are even more valid. My visit
to Japan—more precisely, my 1966 visit to Japanese barber chair
manufacturers together with photos of their plants validated this
point.

The U.S. Tariff Commission, in their report to the President on
Investigation No. TEA-F-7 under section 301(c) (1) of the Trade
Expansion Act of 1962, the closest decision in the last 6 years, voted
against relief for my company, Paidar, 8 to 2. It is not my attempt
to rehash that 3 to 2 decision of the U.S. Tariff Commission. My po-
sition is public record, and I am here to lay before Congress supple-
mentary information pertaining to my problem.

In the previous case, eyeglass frames, TEA-I-10, the Commission,
in October 1967, was quick to “define” the statutes of the law and
thusly, found grounds for rejection of the petitioner on that basis.
However, immediately thereafter confronted with our parameter con-
gruent to their established benchmarks, they rendered their decision
with a vague thought of “everybody knows the Japanese make things
cheaper” attitude. The Commission, in a split decision, using this case
as unprecedented platform for generating three additional statements,
officially then shifted the blame for this situation to your door.

The Paidar position is quite apparent. The public record in maga-
zines, newspapers, and the like, as well as the obvious investment in
tooling and equipment yielded the petitioner as a low-cost producer
arguing the stand from the ground up, piece by piece, the Japanese
chair was the same cost as the American counterpart, if not more. My
exhibit No. 19 in the hearing displayed their model No. 59 as well as
their domestic price direct from factory to barber.

Included herein is (1) a thermofax of that exhibit in Japanese; (2)
a Takara-Belmont photo of same chair and used by their distribu-
tion; and (3) the color illustration of the Paidar advertising piece and,
as you can see, is the original design from which units were copied.
Although the copying is point enough, let me return to the pricing
structure—domestic Japanese price, $197.63; export price and duty
evaluation base, $130.00.

(The exhibits referred to are in the committee files.)

Eight months ago, before the U.S. Tariff Commission, as industry
cost spokesman, T displayed 24 visual aids and exhibits building this
point piece by piece, even Japanese machine by machine. Today, even
more conclusive information now validates this.

The separate and supplementary statement by Chairman Metzger
who had not been appointed at the time of the November hearing,
stated quite clearly :

Nor is their case necessarily weakened by the fact that there have been

no petitions between 1962 and the present time deemed to have gratified for relief
under the stringent standards laid down by Congress.

Metzger continued :

I am not persuaded that identity of treatment of causation criteria in tariff
relief and adjustment causes was intended by Congress. To those who would
complain this congressional “substantially the same” standard does not go far
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enough in “taking care of” adjustment cases, the answer would be twofold : first,
perhaps so, but it is a speculative matter, particularly since whatever impact
the Kennedy Round tariff concessions will have will be visible only in the future;
second, how far the country should travel in the future in the direction of liberal-
ization of the causation criteria in adjustment assistance cases is a legislative
pooling question for the Congress to decide upon, amending existing law accord-
ingly, if it decides upon change, and establishing standards which administrative
agencies would then apply. Until then. an administrative agency must apply
the existing law, not the law as it might be or might have been.

Tariff Commissioner Clubb retorts:

The position of the majority, which is concededly consistent with earlier
majority opinion of the Commission, if adhered to in the future cases, will make
it virtually impossible for any petittioner to qualify for tariff or trade adjust-
ment relief under the Trade Expansion Act. I believe this posiiton to be both
unwise and unnecessary : unwise because it frustrates the clear intention of Con-
gress; unnecessary because of the words of the statute do not require it.

Clubb continues:

It appears that the majority has adopted the most restrictive possible mean-
ing of the words of the statute and has thereby virtually insured that no peti-
tioner can be successful.

Thus, where several interpretations of the term “major” are available, the
majority has chosen the most restrictive. By considering as “causes” of increased
imports, those very conditions for which Congress intended to provide a remedy,
it has insured that in every case there will be a great number of “competing
causes” to outweigh the effects of concessions. Finally, by in effect restricting
the consideration of concessions to the most recent concession, it has so mini-
mized the effects. of duty reductions that they must always appear small in rela-
tion to the other multitudinous “causes” involved. With all deference to my
colleagues in the majority, therefore, I submit that there is enough flexibility
in the words of the statute so that the majority is not here compelled to adopt
such a restrictive interpretation and the results it produces cannot be laid at
the feet of Congress. The choice of words is made by Congress, but the choice of
interpretations is made by the Commission.

I quote further from Commissioner Clubb:

Considering all these factors, it is clear that, but for the concessions, the im-
ports would not have reached substantially their present level, and, therefore,
the imports were a result in major part of the concessions.

On page 47 he continues:

To ask whether injury would have occurred but for the increased imports.
We need not dwell long on this. The injury to the domestic interests took the
form of reduced income resulting from declining sales. The reduced sales were
a direct result of imports which rose from almost zero in 1955 to * * * of the
United States consumption in 1966, Accordingly, it seems entirely clear that,
but for the import competition, the domestic concerns and the industry would
not be suffering injury.

In the case of Paidar, it seems clear that the injury has been of a crippling
nature, and, therefore, it is “serious” within the meaning of the statute. In this
connection, it should be noticed that Paidar has a substantial investment in
plant and equipment which it recently increased in a modernization effort. This
gives it a very substantial overhead which requires that sales be kept at a rela-
tively high level in order to break even. Sales have not been at the break-even
point for some time, and 'the losses, now aggravated by the increased investment,
are growing more ominous. At present it is operating at a loss, and there is no
relief in sight. It seems clear that this does constitute the crippling, perhaps even
mortal, injury required by the act.

Gentlemen, you are being besieged with a great deal of information
regarding foreign imports and allegations related to it. However,
gentlemen, I daresay that very few, if any, of the people appearing
here have gone through the official U.S. Tariff Investigation and, as
a result, finished the Tariff Commission arguing among themselves
and, the majority blaming you—Congress.
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Gentlemen, as a small business we have lost a great deal of money.
As a small business, we cannot afford to pursue every avenue in court,
but most important, as to small business we are seeking relief under
what we believe to be the ground rules set up by Congress. In turn,
we are being caught in the crossfire of an administration-biased Tariff
Commission” argument of the original congressional intent.

Thank you, gentlemen.

Mr. Burke. Thank you very much.

Do you know how many ‘people are in this same business as the
Paidar Co.? .

“Mr. Drouny. I am sorry. I didn’t hear your question.
p M?r. Burke. How many firms are in the same business as the Paidar

0.? :

Mr. Drovmy. In the Tariff Commission report they indicate there
are two domestic manufacturers. There are at least six J: apanese im-
porters in the country at this time, and I have information on the
seventh one that arrived at my office yesterday.

Mr. Burke. How many people do Paidar employ ?

Mr. Drouny. I would suspect we are down at around 80. How-
ever, the position we presented to the Tariff Commission was the fact
that in Japan the manufacturer deals directly with the consumer and
they are attempting in this country to dissolve that intermediate dis-
tribution setup. We will be losing, I believe, 2,000 to 3,000 people in-
volved in this intermediate sales activity.

Mr. Burke. Do you have any questions?

Mr. Busn. I don’t mean this question to be facetious, but in the
trend of the long haircuts these days, has anybody done any serious
work or figures on consumption of haircuts?

Mr. Drouny. I have in my chair, the indication that the industry
between 1965 and 1966 dropped approximately 1 or 2 percent.

Mr. Busa. What would probably be offset in the future by popula-
tion obviously.

Mr. Drouny. Yes. I think the Tariff Commission in their investiga-
tion indicated that the Japanese were eroding the American market
at the rate of around 14 percent, and I think the growth of barbers
within the country was about 2.4 percent so that in effect they were
eroding the American manufacturer quite deeply. o

Mr. Bush. You actually have more and more barbers appearing in
this country. The net increase of barber chairs in this country is up?
There is an increase over the last few years?

Mr. Droumy. I think that is in the official documentation of the
Tariff Commission which is available.

Mr. Buss. Thank you, sir.

From looking around you think that the effect would be more than
that, but I guess it is just superficial.

Mr. Burke. Thank you very much.

Our next witness, and the concluding witness of the day, is the
umbrella industry, Mr. Leonard E. Finkel.

If you will identify yourself for the record we would appreciate it.
We welcome you to the-committee. If you wish to summarize your
statement, and all the exhibits will be included in the record.

95-159 0—68—pt. T——28
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STATEMENT OF LEONARD E. FINKEL, PRESIDENT, UMBRELLA
FRAME ASSOCIATION OF AMERICA

Mr. Fixger. Mr. Chairman, gentlemen of the committee, my name
,is Leonard E. Finkel. I am chairman of the Finkel Umbrella Frame
Co. and president of the Umbrella Frame Association of America.

In the brief time allotted to me, it is of course impossible to com-
pletely relate the problems of our industry to the subject under con-
sideration by this committee. I can only hope to excite your interest
so that you will give due consideration to the brief that has been filed
with your committee by the Umbrella Frame Association of America.

This brief contains a description of the industry and its products,
a history of our efforts to obtain relief from the problems of imports,
trends in the industry in the United States and Japan, statistics of
imports and domestic production derived from Government records
generated by Government investigations and statistics compiled from
individual company records certified by independent certified public
accountants.

The facts of this case are well documented and are known in many
places in the Government here in Washington. Our plight is familiar
to the Department of Commerce. The Tariff Commission has listened
to our pleas on three occasions. Committees of Congress, too, have had
the opportunity to hear our story. :

I respectfully submit, therefore, that the evidence we have sub-
mitted may be accepted as fact. I further submit that our case is a
classic texthook example of a situation that merits and justifies relief.
It would follow that what has happened to our small industry has
also happened or will soon happen to other small industries similarly
situated or will soon happen and, therefore, this is a situation that
deserves the consideration of your committee in and of itself and as
a facet in the broad fabric of international trade which is presently
your concern.

The industry about which I speak is the umbrella frame manufactur-
ing industry. The problems cannot realistically be examined without
considering conditions in the umbrella manufacturing industry as
well. The frame industry makes the metal structure that supports the
cover and sells it to the umbrella manufacturer who makes the cover
and assembles the cover and handle to complete the product.

Pursuant to section 405 (4) of the Trade Expansion Act of 1962 we
may consider frames and umbrellas together and evaluate the impact
of imports of frames and umbrellas on the domestic producers of
umbrella frames. The U.S. Tariff Commission accepted this principle
in the proceedings initiated by the industries’ application of Janu-
ary 9,1964. ‘

"As it relates to the frame industry, this principle translates into
the concept that every umbrella has a frame and a frame can only be
used in an umbrella.

A consideration of the statistical material appended to our brief-
reveals some very interesting and startling facts:

Startling fact No. 1: In 1954 the domestic manufacturers of um-
brella frames produced 745,514 dozen umbrella frames. In the same
year 717,283 dozens of umbrella frames were used to make domestic
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finished umbrellas. In 1954, therefore, the domestic frame manufac-
turers enjoyed virtually the entire market.

Compare this with 1967. In 1967 the domestic frame manufacturers
produced approximately 600,000 dozens of umbrella frames. The
domestic market in 1967 was 2,200,000 umbrellas. The domestic frame
manufacturers, therefore, had 27 percent of the domestic market. Think
of it. In 14 years this domestic industry had its market shrink from
virtually 100 percent to 27 percent.

It is also a fact that the first quarter of 1968 shows that 462,459

~dozen umbrellas and frames were imported as compared to a total of
334,297 dozen for the first quarter of 1967 indicating an increase of
128,162 dozen imports or 88 percent more imports in the first quar-
ter of 1968 than there were in the same period of 1967.

The trend strongly indicates that the share of the domestic market
that the U.S. manufacturer will have in 1968 will be substantially
lower than 25 percent.

Startling fact No. 2: In 1954 there were eight companies engaged
in the manufacture of umbrella frames in the United States. Today
there are three companies remaining. The other five could not survive
the impact of imports and the low prices they established as the U.S.
market price. The number of manufacturers of umbrella frames has
diminished by 6214 percent.

Startling fact No. 3: In 1954 there were approximately 100 um-
brella manufacturers. Today there are less than 35, a reduction of 65
percent. The attrition in this industry is likewise attributable directly
to the effects of imported frames, bases and umbrellas.

Startling fact No. 4: In the New York Times under dateline of June
10 (AP) Secretary of State Dean Rusk is quoted as saying:

It is difficult to see how we could count upon Japan as a major partner if we
had not deliberately fostered—or if we were suddenly to change—a system which
permits Japan’s 100 million people to achieve through trade what they could
not atitain in the narrow confines of their crowded islands. -

Mr. Rusk also said placing trade restrictions “would breed re-
sentment and store up additional problems for today and the years
ahead”. Let us examine the situation that “we have deliberately fos-
tered” and see where the “resentment” should really lie.

Japan has 450 member companies of the Umbrella Association who
are engaged in the manufacture of umbrellas. There are 70 companies
specializing in the manufacture of frames.

Keep in mind that there are only three frame manufacturers in the
United States. In 1967 the estimated output of umbrellas in J apan
was 49,920,000 units or over 4 million dozen. The American manufac-
turers have less than 600,000 dozen, and this amount is steadily shrink-
ing. Japan enjoys markets all over the world while we have lost prac-
tically all of our world markets.

The Japanese have exhausted their facilities and labor supply and
are using manufacturers in Hong Kong and Korea as subcontractors.

The conditions in Japan and other foreign countries would appear
to reflect the successful accomplishment of “a deliberately fostered
system” to achieve trade. It would also appear that the current condi-
tion in the United States is certain to breed the resentment of the
domestic manufacturers.
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The facts are incontrovertible. The conditions in foreign countries,
notably Japan, are continuing to improve and the conditions in the
United States are continuing to deteriorate. We have a grim picture
to which we may look forward; the complete destruction of the um-
brella frame industry. And this in very short order, and a country
with no frame manufacturing and with possibly three or four um-
brella manufacturers remaining for specialty work or repairs.

I respectfully submit, gentlemen, that this is an untenable position.
The United States should not permit the annihilation of any of its
industries. If we permit imports to completely destroy an industry
with low prices it may be that we will only have sources of su ply in
foreign countries at high prices. We must remember that all oreign
countries do not have the same attitude toward monopolies, cartels
and subsidies that the United States has and with the American indus-
try out of the way we might very well feel the impact of concerted
(ke)ffollit on the part of the producers of imported frames and um-

rellas.

We submit further that while it may be conducive to better interna-
tional trade relations to remove trade barriers it is necessary to recog-
nize that there are exceptions that warrant special treatment.

Although many foreign countries have tariff and other regulatory
barriers to protect their home industry and some go to the extreme of
levying embargoes to do this we realize that this is not the direction in
which to go to establish and advance international trade. We recog-
nize that quotas, surcharges, higher tariffs, restrictive import regula-
tions, and other trade barriers are repugnant to the concepts of free
international trade. However, it must also be recognized that all trade
situations cannot be subjected to the same formulae and control, or
lack of control. It is submitted that the case of umbrella frames and
umbrellas is an unusual and exceptional case and merits unusual
treatment and consideration. It is submitted that in establishing a
modified pattern of procedure for international trade due allowance
must be made for unusual and exceptional cases.

Reasonable quotas should be established for each exporting country
so that sufficient markets are left over for domestic industry. In addi-
tion, if quotas do not accomplish the result, competition should be
equalized by means of increased tariffs. This is a case that cries out
for recognition. These are industries that require help to survive. This
is a case that literally speaks for itself and for all in the same circum-
stances.

Thank you.

(Mr. Finkel’s prepared statement and exhibits follow:)

STATEMENT OF LEONARD E. FINKEL, PRESIDENT, UMBRELLA FRAME ASSOCIATION
OF AMERICA

THE PRODUCT

The product of this Industry is the “Umbrella Frame”. The frame consists of
ribs and stretchers assembled together by means of fixtures known as notches
and runners and mounted on a metal tube or wooden dowel. The frames are sold
to umbrella manufacturers who make the cover and assemble it to the frame
and affix a handle to the steel tube or wooden dowel to complete the umbrella.

Related to the umbrella frame, in the contemplation of our problem, are the
umbrella base and the umbrella. The umbrella base is a completed umbrella
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without a handle. The umbrella, of course, is a frame covered with water repellent
textile or plastic material, with a handle mounted on the shaft.

It is important to keep the classes of the Product in mind because imports
consist of frames, bases and completed umbrellas. )

The reason bases are imported is that first—they ship more readily (the multi
shapes of handles creates packaging problems) and second—they make for more
flexibility in inventories.

THE INDUSTRY

In 1954 there were eight (8) companies engaged in the business of manufactur-

ing umbrella frames, namely :
S. W. Evans & Sons, Philadelphia, Pa.
Fretz, Gross & Co., Philadelphia, Pa.
Newark Rivet Works, Newark, New Jersey.
Arlington Frames, Inc., Newark, New Jersey.
American Folding Umbrella Co., New York, New York.
Newark Umbrella Frame Co., Newark, New Jersey.
Cross Umbrella Frame Co., New York, New York.
Finkel Umbrella Frame Co., Inc,, New York, New York.

Today, 14 years later, the Industry consists of the following companies :

S. W. Evans & Sons
Newark Umbrella Frame Co.
Finkel Umbrella Frame Co., Inc.

The Industry attributes this attrition in its number to the impact of imports
of umbrella frames and umbrellas from foreign countries—notably J apan and
more recently Hong Kong. The number of manufacturers of umbrella frames
has diminished by 62149,

EMPLOYMENT

In 1954 the Industry employed approximately 2,500 persons of whom approxi-
mately 25% were skilled labor, 509, semi-skilled and 259, unskilled but trained
labor. Today it is estimated that less than 500 persons are employed by the
Industry, a reduction of approximately 809.

THE MARKET

The umbrella manufacturers, in addition to buying frames from the domestic
frame markers and converting such frames to umbrellas, also import bases and
umbrellas as well as frames. They finish the imported framés and bases and
market the finished products together with finished imported umbrellas and
domestic made umbrellas.

The only market that the umbrella frame manufacturer has today is that
market represented by the American umbrella manufacturer. In 1954 there were
approximately 100 umbrella manufacturers in the United States.

Today there are less than 35 manufacturers—a reduction of approximately
65%.

In 1954 the umbrella frame manufacturers enjoyed markets all over the world.
They sold their frames in the Philippines, India, South America, Mexico, Canada
and other countries. Now only a small part of the Canadian business is retained—
the rest of the foreign market has been lost to Japan and other Far East pro-
ducers on the basis of much lower prices.

HISTORY OF THE EFFORTS MADE BY THE UMBRELLA FRAME INDUSTRY TO OBTAIN RELIEF
FROM RUINOUS IMPORTS OF UMBRELLA FRAMES AND UMBRELLAS, OCTOBER 1954

The Industry presented views in writing to the Committe for Reciprocity
Information of the House of Representatives, In this hearing the frame com-
panies urged that the date after which Article 28 of the General Agreement on
Tariffs and Trade might be invoked should not be postponed and further that
concessions made by the U.S. to various foreign countries with respect to the
duties upon umbrella frames and umbrella parts be withdrawn. This effort was
not successful.

1957

In 1957 the Industry initiated a proceeding before the U.S. Tariff Commission.
A public hearing came on to be heard on July 30th and 31st, 1957 (then desig-
nated as Investigation No. 62). On January 14, 1958 the Tariff Commission sub-
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mitted its report to the President. The majority found that as a result of tariff
concessions for umbrella frames, imports into the U.S. had increased so as to
cause serious injury to the domestic industry and recommended relief,

The Commission voted 3 to 2 for relief.

The president withheld action on this recommendations for a considerable
time and in March 1958 requested a supplemental report from the Commission
on the latest information on the domestic frame industry and how it was cur-
rently being affected by imports.

In September, 1958, after the supplemental report was issued, the President
declined to follow the Commission’s recommendation on the ground that the
operating experience of the domestic industry had improved, domestic sales in-
creased and imports had declined.

1961—PETITION TO TARIFF COMMISSION, JOINTLY BY UMBRELLA FRAME AND UMBRELLA
MANUFACTURING INDUSTRIES

In 1961 the Tariff Commission instituted an investigation and scheduled
hearings upon joint petition of umbrella frame and umbrella industries. At the
applicant’s request, the investigation was discontinued and the hearings can-
celled in September 1961. The request to discontinue was made because neces-
sary information from some of the umbrella manufacturers was not then avail-
able. The discontinuance was made “without prejudice” to the right to renew
the application.

OCTOBER 28, 1963—FURTHER REQUEST FOR RELIEF

On October 28, 1963 the Umbrella Frame Industry applied for an investigation
under Section 225 (b) of the Trade Expansion Act with the request that umbrella
frames be reserved from Negotiation by the President for the Reduction of Duty
or other Import Restriction or the Elimination of Duty.

JANUARY 1964

A new escape clause petition covering umbrellas and frames was filed with
the Tariff Commission. This petition was filed under Section 301(2) (1) of the
Trade BExpansion Act of 1962, whereas the previous applications were under
the Trade Agreement Act of 1934 as amended and extended. After the comple-
tion of the hearing on this petition the Commission rendered an unanimous
decision finding that the case did not satisfy the criteria set forth under the
New Act.

APRIL 1964—DECISION ON OCTOBER 28, 1963 PROCEEDINGS

The Tariff Commission announced its findings that conditions in the Industry
had not substantially improved since its 1958 investigation. No reduction was
made in the tariffs on umbrella frames in the Kennedy Round. Even though
umbrellas were not subject to Section 225(b) they also were reserved from tariff
reduction in the Kennedy Rounds.

THE TARIFF

The duty on umbrella frames, fixed originally by the Act of 1913 at 359 ad
valorem, was increased by the Tariff Act of 1922 to 509 ad valorem and sub-
sequently in 1930 to 609, ad valorem. (Paragraph 342 Tariff Act of 1930, Schedule
A, Commodity #6,790,650). Shortly thereafter an investigation by the Tariff
Commission resulted in the determination that a duty of 60% would equalize
the differences in the cost of production of domestic and foreign umbrella frames.
On October 1, 1951 as a consequence of the Gatt Agreement, the duty on um-
brellas, which was originally 60% ad valorem in 1951, was reduced to 30%. The
duty on umbrellas was reduced from 409, ad valorem to 20%.

As of this date the duty on umbrella frames continues at 30% ad valorem
and the duty on umbrellas is 20% ad valorem.

Except for the negative assistance in not further reducing the Tariffs in the
Kennedy Round the Umbrella Frame Industry has been unsuccessful in obtain-
ing relief from conditions that have reduced its numbers by 621% %.

What has happened to the umbrella frame industry has also happened to the
umbrella manufacturing industry. In 1954 there were in excess of 100 umbrella
manufacturers in the United States. Today there are approximately 35. The
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shrinkage of both the companies and the employees of the umbrella manufactur-
ing industry is likewise attributable to the ruinous competition of imports.

Before examining causes and effects further it may be well to consider the basic
concept of how to present the statistics of imports versus domestic production
of umbrella frames and umbrellas and to consider the impact of these statistics
on the domestic producers. :

SECTION 405(4) OF THE TRADE EXPANSION ACT OF 1962—PRINCIPLE OF “DIRECTLY
COMPETITIVE WITH”

In order to properly evaluate the evidence submitted and to be submitted, it
will be in order to enunciate the principle that imported umbrellas are directly
competitive with domestic umbrella frames and it is valid to consider evidence
in support of the relief applied with respect to frames and evidence with respect
to umbrellas in the light of the language and intent of Section 405(4) of The
Trade Expansion Act of 1962.

“An imported article is ‘directly competitive with’ a domestic article at an
earlier or later stage of processing, and a domestic article is ‘directly competitive
with’ an imported article at an earlier or later stage of processing, if the importa-
tion of the imported article has an economic effect on producers of the domestic
article comparable to the effect of importation on articles in the same stage of
processing as the domestic article. For purposes of this paragraph, the unproc-
essed article is at an earlier stage of processing.”

In brief an umbrella frame can only be used in an umbrella and an umbrella
is only an umbrella frame with a cover on it. Therefore, in examining the
statistics we must look at umbrella frames plus umbrellas imported in order
to assess the impact of imports on domestic producers of umbrella frames.

Furthermore, by reason of the disparity in the Tariffs it is economically
axiomatic that an importer will bring in finished umbrellas rather than frames
because in an umbrella the frame bears a duty of 20% ad valorem while as a
frame alone the duty is 309.

Therefore, let us consider the statistics of umbrella frames and umbrellas
applying the doctrine of “directly competitive with” at an earlier or later stage
of development laid down in Seetion 405(4) of the Trade Expansion Act of 1962.

STATISTICS AND EXHIBITS—ANALYSIS

We should like to submit first figures which indicate the impact of imports
on the umbrella frame market in the period from 1950 to 1962. These figures repre-
sent a compilation of figures submitted by the producers in connection with the
1964 application to the Tariff Commission and import figures taken from various
governmental reports.

These figures are submitted as Exhibits, as follows :
_ Exhibit A—Total umbrella frames used by domestic umbrella manu-
facturers.

Exhibit B—Impact of imports on the finished umbrella market.

Exhibit C—Impact of imports on the umbrella frame market.

Exhibit D—Average price of umbrella frames per dozen.

Exhibit E—Average price of imported and domestic umbrella frames per
dozen—1950 vs. 1962,

In an endeavor to bring the statistics up-to-date, we are annexing Ex-
hibit F and Exhibit G—Import Information Issued by the U.S. Tariff Com-
mission under date of March, 1967.

Exhibit F—Concerns itself with umbrellas and shows U.S. import for
consumption by principal sources—1960 to 1966 in dozens and dollars.

Exhibit G—Shows the same information for umbrella frames.

Exhibit H—Shows information derived from the Import Bulletin of the
Journal of Commerce comparing imports of wmbrellas and frames for the
two months of 1966 as compared to the first two months in 1967 and indicates
the percentage comparison. This also shows information taken from F.T. 100
U.S. Bureau of Census showing the percentage increases of frames and
umbrellas from all sources in 1966 as compared with 1965.

We must reiterate that it is important to consider all of these statistics in
the light of the proposition that every umbrella has a frame in it.

Referring to Exhbit A, annexed hereto, the total domestic market for um-
brella frames is estimated at the domestic production of finished umbrellas
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plus imported frames, less exported frames. In 1962 the total number of um-
brella frames used by the domestic umbrella manufacturers was 883,334 dozens,
of which 142,828 dozens were imported umbrella frames.

An examination of Exhibit B shows, for the ycar 1962, the total domestic
market of umbrellas to be in the amount of 1,425,859 dozens, of which 550,795
dozens were imported finished umbrellas. The percent of imports to the total
market was 88.69%. Note the percentage for 1950 when it was 6.6%.

We now direct your attention to Exhibit C, which dramatically points up
the impact of imports on the umbrella frame market. This Exhibit is compiled
on the premise that every imported umbrella, as well as every imported frame,
re<ults in the loss of the sale of a frame, in each case, to the domestic producer.

Exhibit C, for the year 1962, on a total market of 1,425,859 dozens consisting
of domestic frames plus imported frames, plus imported umbrellas, minus ex-
ported umbrella frames, minus exported finished umbrellas, showss a per-
centage of imports to the total market of 48.5%. This should be compared with
the percentage in 1950 of 7.5%.

In an endeavor to bring the statistics closer to the present date, we refer to
Exhibit F which contains statistics issued by the U.S. Tariff Commission dated
March, 1967 for imports of umbrella frames imported from all sources in 1966
in the amount of 103,108 dozens.

Bxhibit G shows umbrellas imported in 1966 from all sources reached an all
time high of 1,016,728 dozens.

An examination of Exhibits F and G indicate that the quantity of umbrella
frames has diminished over the years from 1960 to 1966, whereas the quantity
of umbrellas imported has risen from a low in 1961 of 385,482 dozens to a high
of 1,016,728 dozens in 1966. (By reason of the disparity in the Tariffs)

There are no existing statistics as to the combined production or sales of the
three remaining umbrella frame manufacturers for the year 1967 but an edu-
cated guess would be that this would be approximately 600,000 dozens umbrella
frames manufactured and sold in the domestic market. Assuming the total do-
mestic consumption of frames for the year 1967 to be the equivalent of the total
imports of frames, plus the total imports of umbrellas, plus the total sales of
domestic frames, it is estimated that the domestic market is in excess of 2,200,000
_dozens frames and umbrellas. Therefore, it is apparent that the domestic manu-
facturers have approximately 27% of the market. It is astounding—27% of
the market and going-down (See Exhibit J).

An examination of Exhibit J indicates that for the first quarter of 1968 com-
bined frames and umbrellas imported equal 462,459 dozen compared to same
period in 1967 when combined frames and umbrellas imported were 334,297
dozen—an increase of 128,162 or 38%. If this trend continues our share of the
market will drop dramatically below the 27% we now have.

This is one painful aspect of the situation. The other very serious considera-
tion is that in order to maintain this small percentage of the market the domes-
tic manufacturer is obliged to sell his product at approximately the same price
as the imported counterpart (largely from Japan). Therefore, two very im-
portant factors join to seriously prejudice and affect the domestic producer of
umbrellas and umbrella frames.

1—Diminished volume
2—Prices that reflect losses

The statistical materials that are submitted herewith point up the dramatic
impact of imports. Over the years the tide has been constantly and steadily rising.

In January 1964 the Tariff Comission in unanimously finding that the case for
umbrellas and frames did not satisfy the criteria set forth under Section 301
(2) (1) of the Trade Expansion Act of 1962 stated :

“In the instant case, the Commission finds that any increase that may have
occurred in imports of umbrellas and of umbrella frames in the most recent
years is not attributable in major part to trade-agreement concessions. The con-
cession on umbrellas became effective in 1950 and that on frames in 1951. The
concessions tended to stimulate imports in the periods following the effective
dates of the concessions and, presumably, since then have operated to maintain
imports at higher levels then would have otherwise prevailed. The concessions,
however, have become part of the conditions of trade during the past decade or
so; the major causes of any increase in the rate of importation in the more
recent years, of either umbrellas or umbrella frames, lie elsewhere.

This conclusion is substantiated by the pattern of imports in recent years
which indicates that competitive factors in the trade, and not trade-agreement
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concessions, have been controlling. The volume of imports of umbrellas has been
downward each year since 1959 except for a substantial rise in one year (1962)
when the volume did not even closely approach the 1959 high. The volume of
imports of frames has been at about the same level with moderate fluctuations
since 1957, following a sharp decline from 1956. The volume of imports of frames
as 'such, plus the much larger number incorporated in umbrellas, has followed
much the same pattern as the imports of umbrellas, Data for 1964 indicate
further declines in the imports of umbrellas and a continuation of the fluctuating
but sideward movement in the importation of frames, as frames.

From Exhibit G it would appear that the quantities and the dollar volume of
frames (only) between 1960 and 1966 from all countries have remained rela-
tively static—ranging from a high of $563,541 in 1962 to a low of $338,872 in 1965
and $385,504 in 1966. By dozens—1962 showed 142,828 dozen and the low of 103,-
108 dozen in 1966. :

Referring to Exihibt I—eleven months in 1967 showed a low of 113,220 dozen
for $386,413.

Exhibit F which concerns itself with umbrellas, shows an entirely different
picture. In 1961 we had a low of imports from all countries of 885,482 dozen and
a high of 1,016,728 dozen in 1966. In value 1961 equaled $2,456,388 and 1966
piled up $7,629,102. Exhibit I shows eleven (11) months in 1967 with 594,194
dozen valued at $6,530,193. ‘

The latest F. T. 110 shows for 1967 the following :

Umbrellas, 1,486,000 dozen.
Valued at $11,403,998.
Frames, 120,000 dozen.
Valued at $527,918.

Now examine the Tariff Commissions reasoning in 1964 and apply it to the
statistics of umbrellas 1960-1967. This then is “the bottoming out” in 1964 of
498,150 dozen which was low except for an “abnormal” rise in 1962 to 550,795
dozen which in 1967 becomes a not insignificant 1,486,000 dozen value in excess
of $10,000,000. What has happened to the domestic frame industry in the process.
It has been reduced to three (3) (down from eight (8)). Their share of the
frame market was:

Dozen
(estimated)
1965 ——- 700, 000
1966 650, 000
1967 600, 600

If in 1964 the Tariff Commission could have foreseen that there would be 1,486,-
000 dozen imported in 1967 would their decision have been different? ‘We doubt it.
Their decision was a rationalization of a preconceived determination. In other
words, we couldn’t win. The Commission determined that the major causes of
the increase in the rate of importation lie elsewhere. It does not say what they are.
We submit the major cause is the price differential created by the low labor
rates and the tariff concessions. The difference in the landed cost of frames is
considerable in some styles and sizes but the spread as far as umbrella bases
and umbrellas is much greater. In addition the duty on umbrellas is 20% while
the duty on frames is 80%. Hence, in an umbrella or a base, the frame lands at
20% duty. For these reasons the amount of frames imported is small relative
to the quantity of umbrellas and bases brought in,

An example of the difference in landed cost is cited hereafter:

Price per dozen (wholesale)

Domestic Imported
(landed price)

Frames:
20-inch by 10-rib frame on mickel rod___._.__._...__._._._._.._..._._.___.____ $4.50 $3.50
Self-ogemng frame (men's)_______________ 10.50 7.50
17-inch by 8-rib silver frame on nickel rod______7-7-7777777TTTTT 4.00 3.15
19-inch by 16-rib silver frame on nickel rod - ____Z2177T77TTTC 5.50 4.50
Umbrella prices: .
20-inch by 10-rib ladies’ umbrella, nickel rod, nylon cover-. . . 18.00 13.00
Self-opening men’s umbrella, nickel rod, nylon cover._____.. 26.00 ©17.00
19-inch by 16-rib ladies' umbrella, nickel rod, nylon cover 22,50 15. 00
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These price differentials are typical and indicate why the quantities of imports
are increasing.

The Commission also said that its conclusions were substantiated by the pat-
tern of imports in Tecent years which indicates that competitive factors in the
trade, and not trade-agreement concessions, have been controlling. This is true—
domestic: producers are not competitive with foreign producers. This is the crux
of the problem. Domestic producers pay high wages and fringe benefits, which,
when compared with labor cost in Japan and elsewhere in the world, makes the
conclusion obvious. One does not play golf against a professional without a proper
handicap or go into a ring for a boxing match with one arm tied down. The
Commission assigns the fault of the problem to non-competitive factors; but it
does not explain what they are or how they come to exist. The root of the evil
is low wages and low standard of living.

The reasons assigned for the decision are so weak and ineffectual that the
only conclusion one can reach is that the decision was pre-determined and reasons
were thereafter sought to justify it.

Imports of umbrella frames and umbrellas continue to increase. The pressures
on the remaining three umbrella frame manufacturers are mounting and with
increasing costs of labor and material in this country and with mounting over-
head the gap between the domestic manufacturers and the foreign manufacturers
continually increases so that it is a fair conclusion that the attrition in this
industry will continue.

Originally, the principal source of cheap frames and umbrellas was Japan. Now
Japan represents about 50% of the imports of frames and umbrellas into the
United States.

As wage rates rose in Japan the Japanese manufacturers set up plants in Hong
Kong, Taiwan and now . Korea. In all cases the difference in the wage rates
compared to those in the United States is common knowledge.

The political and diplomatic considerations on the international scene and the
policies with which our government is concerned are well-known to us. We fully
understand, in the broad sense, the necessity for reciprocal trade concessions.
However, as a member of one of the small industries vitally and seriously affected,
it is hard to reconcile the philosophies of national and international trade with
the loss of businesses, which in many instances represent three and four genera-
tions of family effort and commitment of wealth.

Tt also represents a loss of employment to employees who are expert in a limited
field and have dedicated their lives to this type of employment.

Our industry shrinks. The U.S. market for umbrellas increases but we get
less and less of it. The cost of living in the U.S. rises and our workers seek more
money, more benefits, more leisure time but we cannot afford to give it to them.
Our industry cannot—any longer, afford research and development to develop
new products and new methods. We cannot expend the capital for more automated
and sophisticated manufacturing processes to cut costs or make a better product.
We are relegated to operating on the periphery of the market scrambling among
ourselves for a few crumbs that the foreign importers leave after gorging
themeselves on the lions share.

THE PROBLEM

The trend clearly indicates that it will be merely a matter of time, and a short
time at that, before the domestic frame industry will be completely destroyed and
the domestic umbrella industry reduced to a few importers and repairmen.

The question then is is it important for the United States to have a frame
industry of any size—or an umbrella industry. The same question may be asked
with respect to hundreds of other industries similarly situated. Are we to be
content to import all products from foreign countries with which our domestic
industries cannot compete?

If the answer is to abandon U.S. industries under such circumstances then do
we not face the hazards that monopolies can visit upon the market? With the
attitudes that many foreign governments adopt toward cartels, monopolies and
subsidies, it is foreseeable that after the domestic industries become completely
defunct the low price imports may become the high priced, only source of supply.
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COMPARISON OF JAPANESE AND AMERICAN UMBRELLA FRAME AND UMBRELLA
INDUSTRIES

In a final effort to put this whole problem into perspective it is interesting to
compare the frame and umbrella industries in the U.S. with the same industries
in the leading competitive country, Japan.

Japan is a country with approximately 90,000,000 people living in a country
the size of California. We have approximately 200,000,000 people in a country
50 times as large.

As of this date the U.S. has three manufacturers of frames producing 600,000
dozen valued at less than $3,000,000 and less than 35 umbrella manufacturers
whose domestic production of umbrellas (based on frame output of 600,000
dozen) is 600,000 dozen valued at less than $10,000,000.

Quoting from the June 10, 1968 issue of Asian Textile Record published by
Textile Research Division of Goken, Osaka, Japan, the following is derived:
“Production of umbrella (sic) for the calendar 1968 will follow a crablike course,
the Japan Export Umbrella Manufacturers’ Association predicts.

The 1967 output is estimated about 49.92 million umbrellas * * * Member
companies of the Association throughout the country is 450 * * * 71.6 per cent
of the total volume, or 35.76 million umbrellas is sold for local consumption and
remaining 28.4 per cent or 14.16 million umbrellas, for export * * *

Sales target for 1968 is set at the same as that of 1967, but the export goal of
7.92 million umbrellas for the first half of this year (e growth of 10 per cent on
the same period of 1967) is forecast being able to achieve

By the way, the Asscciation estimates the world-wide output of umbrellas for
1967 as below :

Japan is ranked first in list of umbrella turnout followed by Hong Kong * * *7,

Share of export sales of Japan is 559 for North America ; 27% for Europe ; 4%
for Africa ; 4% for Latin America ; 109 for other markets.

Quoting from Asahi Evening News, 1966 at Page 99 :

“There are about 70 enterprises specializing in the manufacture of umbrella
frames in Japan. The production volume in 1964 was about 3,700,000 dozens of
which 600,000 dozens were exported overseas to some 40 countries in the
world, * % =

Referring to umbrellas the article goes on ;

“* % % in 1965 * * * about 3,600,000 dozens (umbrellas) were produced (ex-
port about 850,000 dozens). Figures do not include toy umbrellas.” * * *

“At present, the main export destination, the U.S. accounts for almost 509% of
the total * * *»

* * % they (umbrella makers) are capable of meeting and fulfilling any type
of overseas demand. * * *

To summarize the comparison :

United States Japan

Number of frame manufacturers..____.______________________________ 3 70
Number of umbrella manufacturers.____ 35 450

Number of umbrellas produced (dozen) . 600,000 4,000, 0004
Number of frames produced (dozen)....______ - 7T TTTTTTTTTmmmTmmmmmmmn 600,000 4,000, 0004

The figures speak for themselves. It would be most difficult to make out a case
for relief for the Japanese frame and umbrella industries.

THE SOLUTION

We recognize that quotas, surcharges, higher tariffs, restrictive import regula-
tions and other trade barriers are repugnant to the concepts of international
trade. However, it must also be recognized that all trade situations cannot be
subjected to the same formulae and control (or lack of control). It is submitted
that the case of umbrella frames and umbrellas is an unusual and exceptional
case and merits unusual treatment and consideration. It is submitted that in
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establishing a pattern of procedure for international trade due allowance must
be made for unusual and exceptional cases. An effective means by which the
domestic industry, encompassing the manufacture of frames and umbrellas, can
be saved is by the establishment of quotas. Reasonable quotas should be estab-
lished for each exporting country so that sufficient markets are left over for
domestic industry. In the alternative, if quotas are not feasible then the same
result may be achieved by equalizing competition by means of increased tariffs.
This is a case that eries out for recognition. These are industries that merit help
to survive. This is a classic case of res ipsa loquitur (the matter speaks for itself).

ExHIBIT A
IMPORT IMPACT (IN DOZENS)
Finished umbrellas
Lacking detailed industry and Census data on the domestic production of
finished umbrellas, we have estimated the domestic production of finished um-
brellas as equal to domestic frames plus imported frames less exported frames.

TOTAL UMBRELLA FRAMES USED BY DOMESTIC FINISHED UMBRELLA MANUFACTURERS 1950-1962 (IN DOZENS)
[Column 1, plus column 2, minus column 3, equals column 4.]

Total um-
Domestic Imported Exported brella frames
Year - production umbrella umbrella used to make
of umbrella frames frames 2 domestic
frames ! (estimated) finished
umbrellas
(¢Y] @ @) (O]
2788, 006 142,828 247,500 883,334
3628, 983 119,635 247,500 701,118
3574,510 - 114,375 247,500 641,385
3 558,276 96,475 247,500 607, 251
3629, 326 122,186 2 47,500 704,012
651, 547 135, 648 45, 401 741,795
715,08 344,380 50,126 1,009, 234
845, 879 , 53 57,077 848,332
45,514 34,762 63, 053 717,223
39,163 52,000
(O} 16,091 36,160 [0}
[O) 9,901 34,926 0]
894,183 8,121 40,898 861, 406

1 Consistent with the gross import figures, domestic frame manufacturing data is quoted on a production basis here
rather than a sales basis. This should cause no long term distortion. From 1954-57, frame production exceeded sales by
21,000 dozen out of a total of 2,958,000 dozen produced, a variation of less than 1 percent.

21958-62 exports estimated as the average of 1950-57 exports.

3 The 1958-62 domestic frame manufacturing figures are for the 3 remaining firms. It is estimated that there was another
total of 304,620 frames made v:lurin%1 1958-67 by a 4th frame manufacturer no longer in business and which are not
included in this exhibit. Averaging these 304,260 on an annual basis and including them above would not appreciably
alle'r\lsilbseqlu%rllt computations of import impact percentages.

4 Not available.

Note: Therefore, against this finished umbrella total, finished umbrella import impact can be measured. F.T. 110
domestic individual figures.
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ExHIBIT B
IMPACT OF IMPORTS ON FINISHED UMBRELLA MARKET, 1950-62
{In dozens] '
[Col. (1) plus col. (2) minus col. (3) equals col. (4)]

Total

Domestic . domestic
production market Percentage
of finished Imported Exported (domestic imports
Year umbrellas finished finished manufacturing to total
(based on umbrellas umbrellas plus market
umbrella imports
frames) t minus
exports)
(O] @) @) ) ®)
883,334 550, 795 8,270 1,425,859 38.6
701,118 385,482 11,518 1,075, 080 35.0
641, 385 504, 479 8,205 1,137,659 44.4
607, 251 723,385 8,212 1,322,424 65.4
704,012 551, 435 13,387 1,242, 060 44.3
741,795 333,353 16, 400 1,058,748 31.6
1,009, 234 299,139 15, 500 1,292,873 23.1
884,332 190, 337 17, 90f , 086, 18.0
717,223 140, 585 24,600 833,208 16.8
137,842 28,200 3)
*) 115,932 - 22,800 (2; 2)
g) : 114,876 20, 300 2 ®
61, 406 59, 094 26,900 93, 600 6.6

! See notes on previous exhibit “‘Total Umbrella Frames Used by Domestic Finished Umbrella Manufacturers, 1950-62."
2 Not available.

Note: F. T. 110 and domestic figures.

BxHIBIT C

Since the trade concessions in 1951, umbrella frame imports reached a peak
in 1956 with 344,280 dozen. Though imported frames have declined since 1956,
the 1962 level of 142,828 dozen imported frames is a fourteen-fold increase over
1951. Between 1950 and 1962, finished umbrella imports have increased nine-fold
offsetting the decline in umbrella frame imports since 1956. We now have an
import impact level of 48.5% compared to 7.5% in 1950.

IMPACT OF IMPORTS ON UMBRELLA FRAME MARKET—1950-62 (IN DOZENS)
[Col. (1) plus col. (2) plus col. (3) minus col. (4) minus col. (5) equals col. (6)]

Domestic - Total domestic
manufactured  Imported Imported Exported Exported market Percent
Year umbrella umbrella finished umbrella finished (domestic imports
frames - frames umbrellas frames umbrellas  manufactured to total
(production (estimated) plus imports market
data) minus exports)
¢V} @ @) * ®) ®) 0]
788, 006 142,828 550, 795 47,500 8,270 1,425, 859 48.5
28, 983 119,635 385,482 47,50 11,518 , 075, 080 46.8
74, 510 114,375 504,479 47,500 3 1,137,659 54,1
58, , 47 723,385 47,500 8,212 , 322,424 62.0
629, 326 122,186 551, 435 47,500 13,387 , 242,060 54.1
651, 547 135,648 333,353 45,400 16, 400 1,058,748 44.3
715,080 0 299,139 50,126 15, 500 1,292,873 50.0
845, 879 59, 530 190, 337 57,077 17, 901 1, 056, 769 23.5
5, 514 34,762 140, 585 63,053 24,600 , 208 21.0
39,163 137,842 52, 000 28,200 0] 0]
U 16, 091 115,932 36,160 22,800 1) [0
Q@ , 901 114,876 34,926 20,300 1) 0]
894,183 8,121 59, 094 40,898 26,900 893,600 7.5

1 Not available.
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ExHiBiT D
AVERAGE PRICE OF UMBRELLA FRAMES PER DOZEN

i Average price  Average price
Average price  of imports with  of imports with  Average price

Year of imports present duty original duty of domestic
before duty (30 percent (60 percent frames
awv.) a.wv.)

$4.00 $5.20 $6. 40 1$5.10
3.50 4,55 5.60 15,40
3.94 5.12 6.30 15,30
4,16 5.41 6.66 14,82
4,06 5.28 6.50 1515
4,07 5.29 6. 51 25,57
3.30 4.29 5.28 25 58
4.82 6.27 1.72 36,01
5.45 7.08 8.71 26.21
6.05 7.87 9.69 @
7.00 9.10 11.20 @)
5.00 6.50 8.00 [©)
4.85 47.77 47.77 17.24

1 Based on production data, which may tend to understate the average price based on sales. Production that goes into
inventory should not be considered in the average; this will tend to raise the average selling price. (Source: data accumu-
lated by Lybrand, Ross Bros. & Montgomery, C.P.A., in *‘Request for Reservation of Frames,"’ dated Nov. 13, 1963.)

2 Based on sales (see Tariff Commission Supplementary Report No. 62, dated August 1958).

3 Not available.

4 Concession was made in 1951,

Note: The following evidence on umbrella frames shows that the average decline in duty on imports resulting from the
1951 concession has been much more important to improving the competitive position of imports than has the foreigner’s
own ability to reduce the price of the item before duty.

ExHIBIT E
AVERAGE PRICE OF IMPORTED AND DOMESTIC UMBRELLA FRAMES 1950 VERSUS 1962

Average price Duty on Average price of ~ Average price
Year of imports average imports after of domestic
before duty import duty (col. 1 plus umbrella frame
col. 2)
(¢)) @ (©)] *
$4.85 $2.92 $7.77 $7.24
4,00 1.20 5.20 5.10

.85 1.72 2.57 2.14

- N
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ExHIBIT F
UMBRELLAS—U.S. IMPORTS FOR CONSUMPTION BY PRINCIPAL SOURCES, 1960-66

Country 1960 1961 1962 1963 1964 1965 1 1966 t
Quantity (dozen)

Japan_.____.___________ 462,182 359, 084 457, 822 313,906 309, 062 503, 823 555,714
Hong Kong. . 29,107 14,675 81,838 139, 214 171,509 224,926 443,872 -

....... 9,263 9,118 9, 064 6, 502 5,537 7,005 6,382

West Germany.. 2,210 1,832 797 400 502 369 256

United Kingdo 855 175 626 254 167 159 938

All other._ .. 862 598 648 544 211,373 37,066 49,566

Total___._____._. 504, 479 385, 482 550,795 - 460,820 493,150 743,348 1,016,728

Value

Japan____. $2,477,666 $2,167,997 $3,696.333 §2,675,195 $2,742,314 $4,541,238 $5,172, 840

Hong Kong 77,769 38,012 322,796 595, 847 773, 00! 1,104,770 2,022, 255

Italy_..._. 169, 474 190, 376 240, 384 187,946 197,778 239,157 249, 365

West Germany.. 49, 652 33,342 40, 952 15, 586 13,514 18,300 10, 869

United Kingdom_ - 23,795 10, 683 15,928 19, 504 11,192 11,434 19, 557

All other......... e 19, 044 15,978 21,234 19, 489 271,816  3116,275 4154,216

Total.__________. 2,817,400 2,456.388 4,337,627 3,513,567 3,809,620 6,031,174 7,629,102

1 Preliminary.

R 2 lr{]tlzludefslz,SGO dozen umbrellas valued at $17,859 from France and 2,402 dozen umbrellas valued at $13,451 from the
epublic of Korea.
3 Includes 5,335 dozen umbrellas valued at $40,543 from the Republic of Korea and 1,383 dozen valued at $53,256 from

nada.
¢ Includes 3,208 dozen umbrellas valued at $23,891 from the Republic of Korea.
Source: Compiled from official statistics of the U.S. Department of Commerce.

ExHIBIT G
UMBRELLA FRAMES—U.S. IMPORTS FOR CONSUMPTION, BY PRINCIPAL SOURCES, 1960-66

Country 1960 1961 1962 1963 1964 19651 1966

Quantity (dozen)

88,572 110,251 74,458 82,135 57,941 78,675
26,289 27,562 22,104 18,939 34,151 14,019

4,351 3,325 2,07 27866 2,841 5,594

423 982 669 299 492 460
................................................. 708 9,925 12,135 29,929 34,360
Total 114,375 119,635 142,828 109,228 116,374 105,354 103,108

Value

Japan_ . . ... $230,542  $251,177 $374,186 $245,610 $219,771 $15%,803 $217,923
Austria______ 144,091 131,009 135,974 118,802 113,145 105,689 88, 529
West Germany____ 72,725 31,889 42,775 20,756 43,172 45,703 58,679
United Kingdom 2,084 3,571 6,807 6, 806 3,216 4,918 4,053
All other ceieee---. 3,799 24,393 25,038 221,759 316,320

Total 449,442 417,642 563,541 416,367 404,342 338,872 385,504

1 Preliminary.
2 Includes 6,500 doen valued at $16,420 from the Republic of Korea.
3 Includes 3,267 dozen valued at $7,913 from the Republic of Korea.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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ExHIBIT H

Domestic Imported Domestic Imported
umbrella  umbrellas and umbrella  umbrellas and
production frames production frames
834, 000 67,000 606, 000 819,000
611,834 125,000 609, 000 618,000
793,497 132,000 701, 000 505, 000
789,125 177, 000 814, 000 694, 000
735,000 175, 000 704, 000 570, 000
868, 000 250, 000 1700, 000 2614, 000
923, 000 643, 000 1650, 000 2847, 000
769, 000 467,000 1600, 000 21,119, 835
703,000 673, 000 1600, 000 21, 606, 838
1 Estimated.
2 From F.T. 110.
ExHIBIT 1
Dozens Fob.
Finished umbrellas exported from Japan to United States, 1967:
52,342 $528, 757
64,416 696,779
128,945 1, 385, 551
5 464, 808
21,635 221,052
56, 992 630, 160
24,888 294, 252
52, 850 600, 610
64,099 739,985
49,678 591,119
34,373 377,120

5,205 16,027
7,695 23,744
19,463 59, 021
6,3% 16,570
9,250 23,320
19,774 94, 547
3,051 12,035
4,439 20, 280
16,946 56,163
16,706 44,700
. 20,007
113,120 386,413

ExHIBIT J

F. T. 110 FIGURES FOR UMBRELLAS AND FRAMES IMPORTED FOR 1ST 3 MONTHS OF 1968

1968 (amounts in dozens)

Umbrellas Frames
157,676 13,318
134, 664 9, 481
131,783 15,536

424,124 38,335
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Compared with same period in 1967 :

[Amounts in dozens]

1968 1967
Umbrellas. . e 424,124 309, 527
Brames. e 37,335 24,770

Mr. Burgke. Are there any questions?

Mr. Busn. I have one. This is the kind of an observation that T
would like your comment on.

First, I would readily recognize, and I am sure the Chairman
would, the severity of the probelm you face in terms of these tremen-
dous differentials and everybody’s job is important and everybody’s
livelihood is important and everybody’s wellbeing is important. Here
is an industry that is going to require, to be competitive, far more
than just a percentage adjustment, it seems to me. We are fighting
major figures here. The question then comes, and I would like your
comment on it because you did recognize the essentiality of reciprocity
trade, or relatively free trade, what in your opinion should be the
policy of this country as to its obligation to protect every industry if
that industry becomes so noncompetitive and, say, there 1s no relation
to defense.

I don’t mean to belittle the importance of jobs but I am wondering
if at some point the necessity of moving into industries where we are
more competitive isn’t a valid concept in international trade. The
thing that troubles me here is the magnitude and severity of your prob-
lem and, if there is any concept of freer trade, it would seem to me that
somebody might make the case “Look, this is one area where we are
going to regretfully say that there is just no protection that can solve
the problem.”

Would you make your points on that for the record, sir?

Mr. Finger. Yes, thank you. I think the broad.question without
relating it primarily to our industry is the ground rules in which
American manufacturers are obliged to compete with foreign manu-
facturers. Basically you are confronted with a differential disparity
in the wage rates. I think the early theories of tariffs was to equalize
these disparities.

In our industry, if we had the tariff relief that we had originally,
before it was reduced, I think we could compete with the Japanese
and with other countries. It is the fact that the tariffs have been re-
duced that has put us in an uncompetitive position. The Tariff Com-
mission itself recognizes that. In a proceeding that we had before the
Tariff Commission, I think in 1957, the majority of the Tariff Commis-
?icm recommended that the tariffs be restored to 60 percent for umbrella

rames.

Mr. Busa. The question I wish you would address yourself to is, is it
fair to ask we independent umbrella users to pay 60 percent. Is this
really a fair thing to ask the American citizen to pay?

Mr. Finger. Addressing myself to that question, the American
consumer gets no benefit from this at all. This is an unusual situation,
the umbrella question. The product that is imported in the greatest
number is what is called an umbrella base. An umbrella base is a frame

95-159 0—68—pt. T——29
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with a cover on it and without a handle. The umbrella manufacturer
who imports these bases puts the handle on the umbrella and sells it to
the retailer. Frequently these handles have a “Made in Italy” label so
that the umbrella appears to be a high styled expensive umbrella made
in Italy. These are mixed in with and frequently sold at a higher price
than the American counterpart, so that the importer is the only one
that gets the advantage here. The consumer rarely gets the advantage.
This is the situation that I don’t think would happen with other prod-
ucts but it happens with the umbrella and it is unusual because the
umbrella rarely comes in as a finished product.

Mr. Busu. Then if you are paying more why don’t they buy more
of our stuff?

Mr. FinkeL. Because the man in the middle is the man that we have
to sell to. We are umbrella frame manufacturers and sell to the um-
brella manufacturer. The umbrella manufacturer imports a large
quantity of his bases or unified umbrellas, puts the handle on and
sells it to the retailer.

Mr. Busa. Maybe we are going after the wrong guy. I don’t mean
to be argumentative, but it seems to me that if the price to the consumer
of the foreign umbrella is higher than ours, maybe the answer lies in
this means of distribution or means of ultimate manufacture rather
than in asking the American people to pay 60 percent on a given item.
I don’t want to appear to be unsympathetic to the problems but we
also have to buy some of their products and I am wondering about this
differential.

Mr. FingeL. What is your comment on the point that I made, if I
may turn the question ?

Mr. Buse. What?

Mr. FingeL. What is your comment on the point that I made, if I
may turn the question? If all of the industry here is destroyed then
what protection have we against unconscionable increases in prices
from the foreign sources.

Mr. Busu. 1 am not sure I would know that but you always have
the ingenuity and competitive spirit of a guy willing to go into a busi-
ness in this country.

Mr. FingeL. After it hasbeen destroyed ? /

Mr. Busa. I am one who relies on the competitive nature of business.
I hope your business isn’t so protected that if I decided to go into the
umbrella business, I couldn’t start.

Mr. Finger. If you had enough money and time to build the
equipment.

Mr. Busa. I would do that if the market were such that I thought
I could make a profit. I am responding to your question. Your ques-
tion was what if they unconscionably raised prices to a level beyond
what it is now. I would jump into the business and so would you.

Mr. Finger. Then the reverse would take place and we would have
a continually going in and out of business.

Mr. Busa. That is the free enterprise system that we all believe in.

Thank you, Mr. Chairman.

Mr. Burge. What you are actually saying is that once the American
industry is destroyed those who import these products, won’t have to
contend with even the American competition, and this might result
in a rise in prices and they might keep it just high enough to get
unconscionable profits.
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Mr. Finger. Exactly, and may I make one point in connection with
that. This refers to the Japanese portion of the industry. They have
a trade association that has representatives here and they have their
fingers on the pulse of this business here and during our hearings in
the Tariff Commission they maneuvered the imports to create statistics
to prove their points so t%at, while the hearings were going on, the
1mpo(11'ts went down and the minute the decision came out the imports
raised.

Mr. Burke. They are very clever.

Mr. Buss. I wouldn’t doubt this. The only question I would like
to put on the record, Mr. Chairman, is that I am wondering basically
whether in a handicraft industry we can be as restrictive and continue
to get the best deal for the American people as in a more basic industry
or a more technologically oriented industry or something of that
nature. That is my only point.

Mr. Burke. I think our witness is pointing out that, once you
destroy your competition, then you are able to come in and raise your

" prices.

Mr. Buss. Ithink that istrue.

Mr. Finger. And this industry doesn’t have far to go to be
destroyed.

Mr. Burke. How many years do you think you can last under the
present, situation ?

Mr. FingzL. I wouldn’t look forward to more than another year or
two. Everyone is losing money in this business, and has been.

Mr. Busa. I wasn’t debating that.

The figures were appalling. The only thing I would say in rebuttal
to this is that if you set out raising of prices you see a massive inter-
national cartel, because some Italian guy would start making not just
the handle but the rest of it.

Mr. Finger. He couldn’t begin to compete with the Japanese.

Mr. Busn. He would begin to compete with them if they kept
raising the price beyond a point at which they were competitive. My
point 1s that competition is going to come into the market at some
price so that I can’t fully subscribe to your view that lacking here
there isn’t going to be any control of prices from competition.

Mr. Burgk. Mr. Finkel, you made an excellent case here today. We
wish to thank you.

This concludes our testimony here today, and our committee now
stands adjourned until Monday at 10 a.m., when we will resume hear-
ings on the trade laws.

%Ir. Fingrr. Thank you for listening to me, sir.

(The following letters and statements were received, for the record,
by the committee :) :

PoLan, KaTz & Co., INC.
Baltimore, Md., July 9, 1968.
Hon. WiLBUR D. MILLS,

Committee on Ways and Means, House of Representatives, Longworth House
Office Building, Washington, D.C.

DEAr Sir: We have received a copy of a brief submitted June 21st, 1968 by
Leonard E. Finkel, president of the Umbrella Frame Association of America, in
connection with the public hearings held by your committee during June on the
subject of Balance of Trade between the United States and Foreign Nations.

While Mr. Finkel in his brief tied in the mutual problem of the umbrella
manufacturing end of our industry, it is our feeling that we should also make a
statement. .
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We are the largest manufacturers of umbrellas in the United States. At one
time we employed in excess of 400 persons. In recent years our employment level
has dropped gradually to 200 persons. We have our main plant in Baltimore,
Maryland and a branch plant in Lancaster, Pennsylvania. We have been in busi-
ness since 1906.

We have been putting our voice into complaints about competition of imports
since the early Committee on Reciprocity hearings in 1954. The writer has gone
on record at the United States Tariff Commission hearings on various occasions.
It is unfortunate that the executive branch of the government did not afford any
positive relief when the Tariff Commission had recommended such action.

The umbreila industry was declared essential for the health and welfare of
the American people during World War II and specific allocations of steel and
materials necessary were made for the purpose of affording the product to the
American public during such a national emergency. It now appears that our
industry has been thrown to the wolves, so to speak, and our appeals over the
years have fallen on deaf ears.

In 1967, it is my understanding that close to eight (8) out of every ten (10)
umbrellas sold in this country were not made here. If this were true of a variety
of other industries that were considered “more important” more attention may
possibly have been paid to the situation. I read just recently that the ladies’
footwear industry is tremendously alarmed because approximately 309 of shoes
sold in 1967 were of foreign make. This received much notoriety in the press but
the plight of almost 80% of the umbrella industry having been taken away by
foreign-made merchandise seems to have gained no prominence whatsoever.

The American consumer needs umbrellas. The American umbrella manufac-
turer is destined to be put out of business because we are fearful that we will not
even have suppliers available. The frame manufacturers, the textile suppliers
and even the handle-makers are disappearing. We cannot possibly make um-
brellas in this country without American-made frames if we were in a state of
national emergency. The American public cannot have available umbrellas for
protection if there are no longer any makers of the product left in existence.

Many of our competitors have turned to becoming importers of umbrella bases
(an umbrella without a handle) and they are merely sitting and gluing a variety
of handles on them. Ironically, those that are trafficking in such a product are
making probably better profits than if they were making the product them-
selves. They are importing Italian florentine handles, for example, and are
gluing them to a Japanese-made nylon “base” and the American retailer is
making at least 1009 profit on the cost price in gross profit. The American con-
sumer is not getting the outstanding value that many are led to believe is in
existence due to these low priced imports. It is my opinion that the consumer is
paying a price which actually is giving in many cases a greater percentage of
profit to both the importer and the retailer.

For the first time, this year of 1968 has caused us to break down our resist-
ance and to import more Asiatic-made umbrellas than ever in our history. We
are doing this with great reluctance as it has been our policy to make and sell
essentially an American-made product even though it may possibly have one or
two foreign-made components, such as the handle or a fabric. The more we delve
into this foreign type product ourselves, the smaller number of people we will
be able to employ. We have already been cutting down hours and our employ-
ment level this years because of this.

We have been asked repeatedly by municipal and federal agencies to assist
in the employment of individuals, to spend a much greater amount of time
and effort and expense to train possible persons for whom it has been difficult
to gain employment. With such a situation with which we are faced, as much
as we should like to cooperate in such a program, we find the efforts and expense
in this type of program too great. Ordinarily we would be among the first to
cooperate as we are very mindful of the need for cooperation of business people
to assist in this important matter.

We understand very well the sensitivity of relationships with other nations,
the need for encouraging others to buy from us so that we have a good balance
of trade, the need for dispelling the fear of other nations that we may hoist
old fashioned protectionist tariffs, etc. However we cannot understand the
attitude that has been prevailing of throwing American industries into almost
complete annihilation. People who have been trained, investments that have
been made in specialized machinery cannot be turned into other pursuits at
the turn of a switch. Besides, we feel that we are entitled to some kind of
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protective devices from our government so that the situation could not have
degenerated to such an alarming stage.

Certainly, as American citizens and business men we feel we should be
entitled to a much larger share than 20% of the umbrellas sold in this country.
Our competitors who have “thrown in the sponge” and quit in favor of gluing
handles on foreign made umbrellas and have thrown away their American
productive capacity because they felt they had no other choice, now find that
they are making better profits. But this does not follow that the few American
umbrella producers that are left should have the same philosophy. If they did,
there would be no more American made umbrellas available to the American
consumer and in an emergency there woulld be none available from abroad,
meaning no umbrellas whatsoever for protection.

Mr. Finkel has supplied the statistics in this matter and I am trying to
develop in your mind a philosophy that I think would be well to consider. That
is simply that there is nothing wrong for the United States to tell its foreign
friends that only up to a certain point of the productive capacity of an industry
are they entitled to sell to us. Thereafter the quota set would create a penalty
of double the prevailing tariff. In other words, foreign nations would be entitled
to a quota basis of perhaps 50% and anything that would arrive in this country
in excess of this would immediately be penalized to the double tariff restriction.
This would not be directed at any one or two nations but woulld be involved
in a total import picture.

If this were done, the frame makers and other suppliers to our industry
would know how to plan, would be able to sensibly produce and through skul-
duggery figure out ways and means of developing possible increases, which
would in turn encourage them to remain in business.

If something like this is not done in the near future I am very frankly fearful
that the American umbrella industry will be wiped out completely. The Amer-
ican consumer will not benefit and is not benefitting costwise as much as one
would imagine. I contend that the importer and the retailer are deriving the
greatest benefit. In addition, the consuming public in many instances thinks
they are buying an Italian made umbrella because the label on the handle
indicates that it was made in Italy when in actual fact the base was made in
Japan or in Hong Kong or Taiwan and the label indicating this, if it has not
been pulled out, is curled up inside so that it is virtually not noticeable and
has thereby “hoodwinked” the purchaser from this standpoint.

I bope you will consider this statement to be included in the printed record
of the hearing as we feel that an umbrella maker’s statement should be joined
with that of the association statement submitted by Mr. Finkel on June 21st
of this year.

Respectfully yours,
LAWRENCE R. KATz.

STATEMENT OF PERRY S. PATTERSON, COUNSEL, NATIONAL PIANO MANUFACTURERS
ASSOCIATION

INTRODUCTION

This statement is submitted on behalf of the National Piano Manufacturers
Association (NPMA), Chicago, Ill., which represents all the manufacturers of
pianos and piano components in the United States.

The manufacturers, individually as well as through the offices of the NPMA,
have made major contributions to our culture and its expansion and growth by:

1. Making available on a complementary or non-fee basis throughout the nation
quality pianos for concerts, symphonies, operas, and other musecial programs;

2. Sponsoring concert artists to encourage public interest in music and to pro-
mote the highest quality of artistic performance ;

3. Forming and supporting various organizations in support of the arts, such
as—

the National Piano Foundation, the sole purpose of which is to improve teach-

ing methods to encourage easier learning and more proficient level of student

education and performance,

the American Music Conference, a music industry educational organization
- devoted to stimulating music activities in schools, communities and homes.

The Imports of Pianos Into the United States are Escalating Alarmingly

Approximately three thousand pianos were imported into the United States in
1961, as compared with the 190,000 pianos sold by NPMA members.
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By 1964, three years later, the imports had doubled, while the NPMA ship-
ments remained the same, at about 190,000. By 1966, two years later, imports
nearly doubled again, and NPMA sales also increased to 209,000.

Again, in 1967 the imports reached upward, to 15,661, but the NPMA sales
dropped alarmingly to 178,000. Thus, from 1961 to 1967 the imports increased by
over 12.000 units and NPMA production dropped by 12,000.

Past history shows that a reduction in tariff levels on pianos spurs an increase
in imports: in 1959, when the tariff on pianos was reduced from 20% to 17%,
imports doubled.

The Kennedy Round resulted in an agreement to reduce the American rate of
duty on pianos from 17% to 8.5% in five annual steps. In 1968, the initial two
percent reduction was affected, lowering the tariff from 17% to 15%. This reduc-
tion has been met by an increase in the tide of piano imports. For January and
February 1967, piano imports totaled 1,226 units valued at $527,202, but, for the
corresponding period of 1968, piano imports totaled 2,661 units valued at $1,-
090,958—more than double the 1967 figures.

The increase in imports is attributable to the economic aggressiveness of the
Japanese who, while exporting less than two thousand pianos to the United
States in 1961, exported 14,308 pianos in 1967—an increase of over 700% in only
six years. For the first two months of 1968, Japanese pianos imported into the
United States have doubled the 1967 figures: for January-February, 1967, 1,150
pianos valued at $465,523 were imported from Japan but, for J anuary-February
1968, 2,453 pianos valued at $946,545.

The trend for 1968 is definite and well documented. That trend is alarming.
Unless prompt action is taken to counter the effects of the duty reduction, the
United States will witness the gradual extinction of is great traditional names
in pianos.

Because of the Comparative Wage Scales, the Present United States Tariff on
Pianos is no Barrier to Foreign Imports. A Tariff Reduction Would Compound
the Injury

The increase in sales in the United States by Japanese piano manufacturers is
not simply the product of Japanese marketing. With the prevailing wage rates in
Japan a fraction of the rates in the United States, the Japanese are producing
an equivalent piano at a fraction of the domestic price.

Piano construction involves an unusually high contribution of manual labor by
skilled and experienced craftsmen. It is an art: there is limited room for in-
creased productivity by machines and techniques of mass production. Conse-
quently, the retail price of a piano varies in direct proportion to the cost of the
labor devoted to its manufacture.

The average per hour wage rate in the U.S. piano industry is $2.70 plus more
than $0.50 in average hourly fringe benefits. In Japan the total hourly rate varies
from a low of only little more than the fringe benefits paid U.S. workers to a high
of only a dollar per hour.

The U.S. piano industry, paying up to five times the Japanese hourly wages,
cannot compete effectively with Japanese prices. The difference in labor cost of
manufacture creates a $800 difference in cost of a single grand piano which, when
domestically produced, sells at a price between $2,500 and $3,000 retail.

The existing 159 duty on pianos falls far short of equalizing the cost of Japa-
nese pianos with U.S. pianos. An examination of the piano market after the tariff
reductions in 1959 and in 1967 leads inevitably to the conclusion that future im-
ports will be significantly increased as the duty on pianos drops steadily toward
8.59% in accordance with the Kennedy Round agreements.

The Pattern of Rapidly Increasing Imports Primarily From Japan in the Slowly
Increasing Domestic Market Is Injuring Domestic Manufacturers

The increase in imports from 1961 to 1967 matches the decrease in NPMA
sales. There is no foreseeable end to this trend unless the piano industry is given
statutory relief.

Tt is possible that not all the NPMA sales decrease is directly attributable to
import increase. But the fact remains that domestic manufacturers are suffering ;
the foreign manufacturers are gaining. As we have demonstrated, the fault lies
not in inefficiency, profit-taking, or greed, but in the high wage burden accepted
by the U.S. manufacturer.

Every imporited piano sold in the U.S. affects, not only the economy of the U.s,
but also a little bit of the art and the craftsmanship of piano making. If the
present trend continues, one by one domestic manufacturers will close their doors
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and young people and new corporalions will be discouraged from entering the
industry. The present trend will remove the traditional great American names in
pianos and stifle the flow of new blood into the industry.

The impact of decreased sales and decreased production in pianos injures the
total U.S. economy but is particularly severe on the geographical areas involved.
The average piano firm is relatively small, employing between 30 and 500 em-
ployees. The manufacturing facilities, distributed throughout the U.S., are prin-
cipally located in small communities, such as Hoguim, Washington ; Granite Falls,
North Carolina; Ivoryton, Connecticut; Buffton, Indiana; Springfield, Ohio;
South Haven, Michigan ; Oregon, Illinois ; Lafayette, Tennessee ; Conway, Arkan-
sas. When unemployment strikes small towns like these, it hits hard and perma-
nently. The unemployed and the young people simply move away not to return.

The Piano Industry Appeals to This Committee to Solve the Problem of Major
Domestic Concern By Enacting A Reasonable Import Quota on Pianos

The NPMA suggests a compromise between a tariff wall around the domestic
piano industry and the present threat of industry decimation. This compromise
is consistent with the Committee’s endeavor to focus on ways to further expand
trade among industrialized and developing countries.

The compromise involves the enactment of a reasonably developed import
quota on pianos which will permit imports to take a pro rata share of the
domestic market and any increase in domestic consumption which occurs. A
flexible quota, such as we sponsor, would preserve the domestic industry as well
as benefit the foreign manufacturers.

The proposal is not directly simply against Japan, since we foresee other
countries with low-wage labor attempting to penetrate the U.S. piano market
from time to time. The chance of any foreign retaliation is minimal since in no
country is the exporting of pianos a matter of national concern.

A draft of the NPMA proposal is attached for your review.

] % * © % = o

As an alternative to special import quota legislation for the piano manufac-
turing industry, the NPMA supports enactment of the “Fair International Trade
Act of 1968.” Several Congressmen have introduced this Bill during this Congress.
This Bill affords regulation of imports to produce an orderly development of the
domestic market for products, a significant portion of which, according to a per-
centage formula in the Bill, are imports. The percentage formula in the Bill
is a workable tool to select markets in need of such control. Subsection 5(a) of
the Bill states:

If the Tariff Commission finds as a result of the facts incorporated in the
record of its hearing that imports of the article or product, or group of closely
related articles or products that produce or tend to produce a combined
competitive impact upon the like or directly competitive domestic article or
product, have—

increased the share of domestic consumption supplied by them by 100
per centum or more since 1960, if in the most recent calendar year as
much as Tl per centum of domestic consumption was supplied by
imports, but not more than 10 per centum :

. . . the Tariff Commission shall certify to the President that the indus-
try producing the like or similar competitive article or product, or group
of closely related articles or products that produce or tend to produce a
combined competitive impact, is at a serious competitive disadvantage in
relation to imports, and shall certify a ceiling to be applicable to such
imports.

As importation of pianos has increased by 520% from 1961 (approximately
3,000 pianos) to 1967 (approximately 15,600 pianos) and as imports in 1967
constituted 7.7% (15,600 imports in a domestic market of 203,500 pianos), the
piano industry complies with the formula in the Bill and would be entitled to
protection under the Bill. While permitting foreign manufacturers to gain a fair
share of the expansion of American domestic markets, this omnibus bill satisfies
the needs of the American piano industry. ’
% * * & = & o

In conclusion, we appreciate the opportunity to present our views to the Com-
mittee on Ways and Means of the House of Representatives and volunteer our
willingness to collect and supply additional industry data at the Committee’s
request.
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90th CONGRESS
1st Session

IN THE HOUSE OF REPRESENTATIVES OF THE UNITED STATES ’

Y, 1968

Mr. (for himself, Mr.

introduced the following bill; which was read twice and referred

to the Committee on Ways and Means,

A BILL
. To provide for orderly trade in manufactured products, agricultural
commodities and forestry products, and mineral products and

fishery products.

BE IT ENACTED BY THE SENATE AND HOUSE OF REPRE-"
SENTATIVES OF THE UNITED STATES OF AMERICA IN CONGRESS
ASSEMBLED, That this Act may be cited as the "Orderly Trade Act
of 1968."

SEC. 2.(a) The Congress finds that in any line of commerce
in which domestic émployment and productive capacity have been
maintained at levels adequate to supply all or 2 major part of the

needs of the United States market, the failure of existing import
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1 duties to exert a significant regulatory effect on Iimports of goods

2 like or competitive with domestic products, as shown by (1) the

3 importation of such goods in amounts equivalent to 10 per centum
) 4 or more of domestic consumption in lines of commerce in which

5 ;iomestic production»formcrly supplied the entire needs of the

6 market, or in amounts equivalent to an increase of 50 per centum

7 in the share of the domestic market accounted fol: by impox;ts during

8 the most recent five-year period for‘which data are available in

9 lines of commerce in which domestic production accounted for

10 less than all but for a major part of consumption during such five-
11 year period, or by (2) an increase in imports at a rate averaging

12 10 per centum per yéar or mo.re during such five-year period, or

13 by- (3) the importation of such goods at landed costs more than 10

14 per centum below thé price at which the like or competitive domestic
15 articles are normally sold in thé usual wholesale quantities in the
16 principal markéts of the United States, ca;ses fnérket disruption,
17 burdens commerce, leads. to unemployment or underemployrnent of
18 workers in the affected domestic industry, and teﬁds to cause economic
19 waste of capital investment in productive facilities in the indtistry,
20 and of esser;tial community resources in the localities in v;'hich the
21 i:)roductive facilities §f such industries, or the homes of their
.22 employees, are located.
é?: | (b) It is hereby declared to be the policy of this Act, through

24 the exercise by Congress of its power to r.egulat.e commerce among
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the several States and with foreign nations, to provide for orderly
trade in the markets of the United States through the rregulation of
imports of goods in such manner as will enable domestic products
and products of foreign origin to share equitably in the future
ghanges m the level of demand in the United States market in
a‘ccordance with their respective shares of the market during a
recent representative period, and thué to ::ontr-ibute to the economic
well-being of workers and the stability of their communities in the
United States whilc- affording enduring opportunities to foreigh nations
and their workers to benefit from mutually profitable trade relations
with the United States.

SEC. 3.(a) Upon application of the reprbesentative of any
employee organization in a domesticvindustry, or of any firm,
group of firms, or industry organization, or of any farmers'
orgahiza:tion, or of any community orga;nization, the Secretary of
Commerce, as to manufactured products, the Secretary of
Agriculture, as to agricultural cé)mmodities and forestry products,
and the Secretary of the Interior, as to mineral products and
fishery products, shall promptly make an investigation and make
a report thereon not later than four months aft-er‘ the application is
made, to determine whether any article or group of articles com-
prising any significant product category in any line of commerce
in the United States is being imported intoAthc U;’lited States under
such cil;cumstances as to satisfy the criteria specified in Section 2

(2)(1), (2), or (3) of this Act.
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(b) In the case of any such investigation, the Secretary shall

-give reasonable pﬁblic notice thereof and afford reasonable

opportunity for interested parties to submit views concerning
the matters referl;cd to in Section 2(a)(1), (2), and (3) of this /;ct.

(c) The Secretary shall promptly report his findings in any
such investigation to the President, and shall cause a summary
thereof to be published in the Federal Register.

(d) Upon receipt of a report f1;om the Secretary containing a
finding that any one of the criteria set forth in Section 2(a)(1), (2),
and (3) of this Act is satisfied, the Pr esivdent shall promptly issue a
proclamation limiting the total quantity o£ the article or articies which
are the subject of the Secreta?y's finding which may be entered, or

withdrawn from warehouse, for consumption in any calendar

- year to the average annual quantity entered, or withdrawn from

warehouse, for consumption during the most recent three calendar
years for which data are available. The y;rqclamation shall limit

the quantities of such article or articles which mz}& be entered, or with-
drawn from warchouse, for consurr.lption during tﬂe balance of the
calendar year in which @he proclamation is is sued‘to that propor-.
_tionatevperv centumn share of the averagé annual imports of such

:article or articles for the three-vyear perioa referred to in the pre-
ceding sentence which the number of days remaining in the calendar

year bears to the full year,
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"(e) Subsequent to the first full c;alendar year during which his
proclamation is effective, the President may by further proclama-
tion increase or decrease the quantity of the article or articles
which are the subject of such initial proclamation which may be
entered, or withdrawn from warehouse, for consumption in each
en/suing calendar year by an amount proportionate to the increase
or decrease (if more thAan 5 per centum) in the total United States
consumption of such article or articles during the preceding
caléndar year in comparison with the average annual consumption
for the three-year period referred to in subsection (d) of this se‘ction,

as found and reported by the Secretary.

SEC. 4. The Secretary of Commerce, as to manufactured

products, the Secretéry of Agriculture, as to agricultural com-

modities and forestry products, and the Secretary of the Interior,

as to mineral products and fishery produc‘t.s, shall determine and
allocate the allowable quantities of the article or articles which

are the subject of a Presidential pfoclamation which may be entered,
or withdrawn from warehouse, for consumption among supplying
countries by category of product on the basis of the shares such
.countries supplied by category of product to the United States market
during a representative period; PROVIDED, that the Secretary shall
give due account to special factors which have affected or may affect
the trade in any category of such products. Thé Secretary shall

certify such allocations to the Secretary of the Treasury.
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‘SEC. 5. The President is authorized to entef into trade
agreerr;ents with foreign countries or instrumentalities thereof
to provide for ordérly trade in the article or articles which are
the §ubject of any proclamation under such quantitative limitations as
shall carry out the policy of this Act and avoid the market disruption
and other consequences mentioned in Section 2 of this Act without
régard -to the historical share»o£~the market rule specified in
Section 2(b) of this Act. Notwiths;‘.anding ‘the provisions of sub-
sections (d) and (e) of Section 3 of this Act, the President by
proclamation may increase, decrease, or otherwise limit the
quantit;( of the article or articles specified in a proclamation issued
ﬁursuant to Section 3 of the Act which may be entered, or withdrawn

from warehouse, for consumption from foreign countries or instru-

. mentalities thereof which are parties to such trade agreements, as

he determines to be required or appropriate to carry out any such
trade agreement,

SEC. 6. All determinations by the Presiden't and the
Secretaries of Commerce, Agricul‘ture, and Interior under this

Act shall be final,
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CONGRESS OF THE UNITED STATES,
HoUsE OF REPRESENTATIVES,
Washington, D.C., July 12, 1968.
Hon. WILBUR MILLS,
Chairman, Committee on Ways and Means,
House of Representatives.

Dear MR. CHATRMAN : I would like to bring to the attention of the committee
the problem of the domestic pipe organ industry regarding an imbalance of
exports/imports in recent years.

Mr. Franklin Mitchell, Vice-President of the Reuter Organ Company in Law-
rence, Kansas sums up the concern of the industry in the following statement :

“All domestic pipe organ builders are fully aware of the fact that our product
represents an extremely small percentage of the gross national product. Further,
we are aware that certain of the imports reflect a certain “snob” appeal for those
purchasers who believe that such imports represent an aesthetically superior
product. This matter is an intangible and cannot be proved or disproved and is
subject only to opinion. It must be classed broadly as a sociological rather than an .
economical problem. We also are proud of the fact that each of the major
domestic manufacturers is competing well against the imported pipe organ in
spite of price advantages enjoyed by the imports. Therefore, our only hope is
that a reasonable tariff be maintained in imported pipe organs in order that the
domestically produced pipe organs can remain competitive pricewise.

“Of major concern and yet a concern that will remain unresolved, is that one
major import from Canada far exceeds the collective exports to Canada of all
major builders. The matter really boils down finally to one of a better balance of
imports and exports, and even though the pipe organ industry represents a small
percentage of this total, many small percentages collectively can have a con-
siderable effect upon this problem.”

In my opinion, Mr. Mitchell makes a most reasonable request and I urge the
committee to take his views into consideration.

Sincerely,
LARRY WINN, Jr.,
Member of Congress.

STATEMENT OF MR. BARRY LEVY, COUNSEL, ON BEHALF OF T0Y MANUFACTURERS OF
AMERICA, INC.

Toy Manufacturers of America, Inc., New York, N.Y., represents over 325
of the nation’s 1300 toy companies as the official trade association of the toy
industry. These 325 firms represent approximately 80-85% of the total toy
production in the United States.

The Toy Manufacturers of America have a record of close cooperation with
the various agencies of the Federal Government. In connection with the current
investigation relating to the future of United States foreign trade policy, the
Association has conducted a survey of its members in order to present accurate
and current industry information, which is summarized below.

EAST-WEST TRADE

The Association strongly opposes any legislation at this time which will
encourage or liberalize East-West Trade relations. This opposition includes, but
is not limited to, any bills which would empower the President to negotiate lower
tariffs with Eastern European countries, and any measures which would liberal-
ize export control and Export-Import Bank Credit Guarantees to Eastern
Europe.

DOCUMENTATION

An almost universal complaint of the Associations’ members actively engaged
in international trade relates to the complex and burdensome documentation
requirements of the United States and its foreign trading partners. In addition
to simplifying and reducing required import and export documentation (includ-
ing but not limited to commercial invoices, special customs invoices, special
certificates, licenses, packing lists, certificates of origin, consumption entries,
warehouse entries, bonds, owners declarations, powers of attorney), the Associ-
ation strongly favors international simplification and standardization of as
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many common forms as is possible. Such action would contribute significantly
towards the removal of one of the more unattractive features to international
trade.

DISCRIMINATORY PRACTICES

Japan is and has been the chief supplier to domestic manufacturers of toy
companies and completed toy items. Under regulations promulgated and enforced
by the Ministry of International Trade and Industry, Japanese exporters are
prohibited from extending credit to American importers (goods may not be
shipped until the exporter has received payment in advance). The Japanese
Government does, however, at the same time permit importers from other
nations to obtain favorable delayed payment terms. Promp and effective measures
should be initiated to eliminate this discriminatory practice.

OTHER NONTARIFF BARRIERS

In March of 1964, the Toy Manufacturers of America, Inc. (then known as the
Toy Manufacturers of the U.S.A.), appeared and filed briefs with the United
States Tariff Commission and the Trade Information Committee in connection
with Investigation TEA 221(b). It indicated at that time the dire need for
realistic international patent, copyright and trademark protection. Huge sums
are expended annually by the domestic toy industry in research and development.
The domestic toy industry has suffered severely as the direct result of the foreign
manufacturers’ adeptness in accurately and rapidly copying America’s best selling
toys for exportation to the United States. The authenticity of these foreign copies,
and the extent to which this practice is and has been followed, is of common
knowledge. The need for realistic international accords with respect to design
and patent protection is particularly accute in the toy industry. The damage
suffered by the domestic industry as a result of foreign made copies is further
compounded by the fact that domestic manufacturers expend well in excess of
$100,000,000 per annum in order to stimulate a demand for their toys, by way of
radio and television advertising. Foreign manufacturers not only by-pass research
and development costs but they capitalize on a demand generated by domestic
advertising. The practice of copying America’s best-selling toys also eliminates
some of the greatest financial risks inherent in the toy business in that foreign
manufacturers copying “sure sellers” are not plagued by poor selling items which
become a lingering drain on profits. They do not maintain inventories and produce
goods only in the fulfilment of firm orders. Over-production by domestic manu-
facturers resulting from this practice (copying U.S. toys) has resulted in sub-
stantial losses to many U.S. toy companies. Equitable and effective accords are
sorely needed in this area.

EXPORT PROMOTION

The Association also favors export tax incentives and progressive government
market development programs. With respect to export promotions, the Associa-
tion strongly endorses the government trade show programs and favors broaden-
ing these programs (whether they be wholly or partially subsidized by the
government).

ADJUSTMENT ASSISTANCE

Subchapter IIT of the Trade Expansion Act of 1962, 19 U.S.C.A. section 1901
etc., entitled “Tariff Adjustment and Other Adjustment Assistance” has been a
source of great concern to the toy industry, particularly in view of the fact that
the twenty petitions heretofore submitted pursuant to these provisions have been
rejected by the U.S. Tariff Commission. . - )

Although no toy companies or groups of workers from toy companies have
sought relief pursuant to Subchapter III of the Trade Expansion Act, many toy
companies have suffered adversely as a direct result of increased imports. There
is a strong possibility, in view of the 509, “Kennedy Round” tariff reductions
applicable to most imported toys, that any number of domestic manufacturers
will need and will seek the financial, tax and technical assistance contemplated
by Congress when it enacted Subchapter III of the Trade Expansion Act of 1962.

Whether the fault be placed with the language of the statute itself or with
the Tariff Commission’s interpretation of Subchapter III, it is clear that injured
workers or firms have not been able to obtain any federal assistance whatsoever
under the tariff adjustment program. Although the adjustment assistance bene-
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fits available under the program appear to be satisfactory it is apparent that
the procedures and criteria established by the program are unsatisfactory, with
the result that the objective of the program is virtually unattainable. The As-
sociation urges that measures be taken which will make Subchapter III, supra,
the operative and meaningful enactment it was intended to be.

Should your Committee be in need of any further industry information,
kindly communicate with Walter Armatys, the Executive Secretary, 200 Fifth
Avenue, New York, New York, (212) OR 5-1141.

CANDLE MANUFACTURERS ASSOCIATION,
Newcastle, Maine, June 25, 1968.
Hon. WILBUR MILLS,
Chairman, House Ways and Means Committee,
House of Representatives,
Washington, D.C.
My DEAR SIR: We respectfully ask the Ways and Means Committee to con-
sider carefully the following concerning the import penetration of candles:

Year Value of Value of Percent of
shipments imports shipments
$20, 058, 540 $3,067, 489 15.29
12,067,964 338,009 2.80
T T T 7,990, 576 2,729,480 ...
Percent inCrease. -o e cooococcacecccccacanecamncmcmaonane 66.2 1517 il

The Census Value of Shipments covers all types of candles, decorative and
religious. Imports, with minor exceptions, are all decorative candles. We have
made the necessary correction in the value of shipments.

Furthermore, the import dollars should be increased for a true comparison
since the Census dollars represent invoice value to the customer while import
dollars are dockside costs. When these are converted into invoice value to the
retailer or distributor the mark-up would be on the order of 70% to 100% or
more.

The manufacturing of candles, employing labor of low skills, has grown from
the home craftsman of Colonial Days to the important industry of today having
governmental priority during war times. This industry is opposed to the sug-
gestion of making financial help available under trade adjustment assistance.
To do so is simply to use the money of the tax payer to subsidize those hurt
by the imports.

Import penetration of candles has more than doubled during each of the past
five year periods since 1945. Action must be taken before the saturation point
is reached. If this industry is given the same chance on quotas and tariffs that
are considered for each of the big five—steel, glass, electronics, foobwear and
meats—we will survive and ask no more.

Very truly yours,
H. R. PARKER, Secretary.

KuUrT S. ADLER, INC,,
New York, N.Y., May 29, 1968.
COMMITTEE ON WAYS AND MEANS, ’
U.S. House of Representatives,
Longworth House Office Building,
Washington, D.C.
(Attention of Hon. Wilbur D. Mills).

DeAR STR: With reference to your announcement to the effect that public
hearings will be held beginning June 4 concerning matters affecting United
States Trade Balances as well as matters concerning American Trade Policies
and Tariff Policies I wish to draw to your attention the United States Trade
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Policies with regard to Czechoslovakia in particular and with regard to the
Eastern Bloc in general.

The antiquated approach of maintaining a cold war posture with regards to
trade is unrealistic in the present political and economical world structure.
The United States is the only country in the world trying to impose restrictions
on trade between the Western world and the Eastern Bloc by denying most
favored nation treatment to imports from all Eastern European countries except
Yugoslavia and Poland.

Aside from the fact that many of the countries of the Eastern Bloc are much
more liberal than Poland, this policy is leading us nowhere except to alienate
trading partners in the East. The East European countries are dealing with all
the West European countries with a minimum amount of restrictions. American
Economic Policy is self-defeating. It denies us profitable trade opportunities
and alienates these countries politically. .

The situation in Czechoslovakia has materially changed during the last few
months. Nothing has been done so far on the part of the United States to
recognize the changed picture. We are of the opinion that the American policy
on this subject has been misguided throughout these past few years and the
failure of Congress to enact legidlation suggested by the President of the United
States has been most detrimental to the interest of our country. The situation
in Czechoslovakia certainly calls for an immediate change of policy.

Why not make a dramatic gesture towards Czechoslovakia during the next
few weeks and re-instate to Czechoslovakia the most favored nation treatment
of its goods and then why not extend the same privileges to the rest of the
Bastern Bloc?

Your committee in this respect can serve a most useful function. The con-
tinued adherence to the present policy can be most damaging.

Sincerely yours,
KURT S. ADLER, President.

(Whereupon, at 12:50 p.m., the committee was adjourned, to recon-
vene at 10 a.m. Monday, June 24, 1968.)

95-159 0—68—pt. T—30






FOREIGN TRADE AND TARIFF PROPOSALS

MONDAY, JUNE 24, 1968

House oF REPRESENTATIVES,
Commrrree oN 'WaYs anp MEANS,
Washington, D.C.

The committee met at 10 a.m., pursuant to notice, in the committee
room, Longworth House Office Building, Hon. Wilbur D. Mills (chair-
man of the committee) presiding.

The CratrmaN. The committee will please be in order.

Our first witness this morning is our colleague from Mississippi,
Mr. Abernethy. You are recognized, sir.

STATEMENT OF HON. THOMAS G. ABERNETHY, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF MISSISSIPPI ‘

Mr. ApernerHY. Mr. Chairman, I wish to state my emphatic sup-
port for H.R. 9475, a bill similar to one I have introduced, H.R. 9330.

This legislation is designed to curb the ever-increasing inflow of
cheap foreign meats into the United States to the detriment of the
domestic cattle industry. It has the backing of the Mississippi Cattle-
men’s Association, whose views have been submitted to you.

In supporting this bill, I am aware of the State Department’s ap-
parent fear that we might take action which would be disturbing to
our allies, but I am more concerned with the economic state of health
of the American livestock producers. You can be sure that most of
these countries have some restrictive measures to protect their own
growers.

My State of Mississippi, Mr. Chairman, is now the leading cow-calf
State east of the Mississippi River and is ninth in the entire Nation.
Mississippi calves move out of the State to two sets of buyers—to
grain farmers wanting them for feed lots and to grassland cattlemen
wanting the stock for additional grazing.

The 1964 import law has played havoc with this established two-
way marketing system. Foreign meats produced with low-wage labor
and on lands which represent only a bare fraction of the capital invest-
ment required of American livestock men constitute ruinous competi-
tion to the U.S. grass-fed beef which is boned and moved on to the
consumer in various processed forms.

This unfair competition to the domestic beef grower, who faces con-
tinually mounting operating costs, naturally is reflected in a decreased
demand for calves. This adversely affects the economy of Mississippi
and other cow-calf States as well as the rangeland areas, and to a
lesser extent the economy of the Nation as a whole.

(3173)
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Passage of this pending legislation would plug loopholes which
have made the 1964 Import Act not only impractical but virtually un-
workable. Certainly it has been ineffective so far as providing protec-
tion to the U.S. livestock industry is involved. Action by this com-
mittee and the Congress has become even more urgently needed since
the Kennedy round conferences in Geneva early this year opened the
way for still more shipments of foreign meats Into the United States.

Tt is of 1fttle comfort or use to the domestic industry to say that these
foreign processed meats are of cheaper grades and are not highly com-
petitive with American-raised beef. They count in the total demand of
‘American consumers for meat, and the U.S. grower is left holding the
sack. He takes the cut.

All of these processed imported meats, Mr. Chairman, should be
considered in totaling up the amount to be allowed into this country
before quotas are triggered. I strongly endorse provisions of the pend-
ing legislation to bring this about, and to require the Defense Depart-
ment meat purchases abroad for the U.S. servicemen stationed over-
seas likewise be included in calculating the quota-free shipments.

: Again T urge that the committee approve H.R. 9475 or similar legis-
ation.

Thank you, Mr. Chairman.

The CHATRMAN. Are there any questions, if not, then thank you Mr.
Abernethy, for sharing your views with us.

Mr. AserNerEy. Thank you, Mr. Chairman.

The Cramrman. The Honorable Olin E. Teague of Texas is our next
witness. Welcome sir, it is good to have you.

STATEMENT OF HON. OLIN E. TEAGUE, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF TEXAS

Mr. Teacue. Mr. Chairman, I wish to express my appreciation to
you and your committee for holding hearings on my bill, H.R. 9219,
and ILR. 9475 a similar bill introduced by the chairman, and related
bills which propose to revise the quota control system on the importa-
tion of certain meat and meat products.

There is no industry in America which is so fundamental to the
economic stability of the Nation as is the beef cattle business. Beef
cattle are raised in substantial numbers in every State of the Union.
I recently saw a figure published by the Department of Agriculture
estimating that the Nation’s beef breeding herd is valued in excess of
$10 billion. Beef cattle raising has historically been the bulwark of the
agricultural free enterprise sytem and has functioned for 200 years
without interference or control by the Federal Government except for
brief war periods. It has provided the American public with depend-
able supplies of high quality meat at cheap prices matched nowhere
else in the world.

This great and important industry is in serious financial trouble. I
will not take the time of the committee to document in great detail
this fact that is so well known by everyone. An article which I saw
yesterday in the Wall Street Journal tells the story just as effectively
as it would be told by complicated charts and tables. The article was
entitled “Farm Expenses Steady During June But Revenue Slipped.”
The subtitle of the article was “Agriculture Department Reports Par-
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ity Ratio Was 73.” The article went on to detail a 1 percent decline in
the overall index of prices received by farmers and pointed out that
the index of prices paid by farmers was up 4 percent from June 1967.
I know of no other industry or business activity other than farming
where the prices are lower today than they were 20 years ago and this
is in the face of rising production costs of about, 40 percent.

The Department of Agriculture documents the predicament of farm
and ranch operators in another way. For a good many years now the
Department has been conducting annual studies of the costs and re-
turns of various types of commercial farms and ranches throughout
the United States. This report is published annually and is entitled
“Farm Costs and Returns” (Department of Agriculture Bulletin No.
230), by the Economic Research Service of the U..S. Department of
Agriculture. It includes production costs and returns on cattle
ranches—Northern Plains; cattle ranches—Intermountain region;
and cattle ranches—Southwest region. Every economic detail is pro-
vided in these cost and return studies including land in the ranches,
crops harvested, livestock on hand, labor, ranch capital, cash receipts,
equipment inventory, and other such pertinent matters. Data is pro-
vided showing that the production unit per hour of man labor is in-
creasing, but despite this, the studies at cattle ranches on the Northern
Plains show that after a charge for capital at current interest rates
are made, the return per hour’s labor for the operator and his family
was 59 cents an hour during the last year reported. The studies on
ranches in the Intermountain region are slightly more favorable. In
this area the rate per hour for the operator and his family was $1.11 an
hour. In the Southwest region the rate per hour for the operator and
his family’s labor was minus $1.67 an hour.

In other words, the returns from the ranching operations were not
sufficient to pay current interest rates and the minimum wage for the
operator’s labor. I would like to emphasize that these studies are not. for
marginal operations. They are substantial operations. The Northern
Plains ranches studied averaged 4,510 acres, 182 head of cattle with
total ranch capital invested of $100,470 ; the cattle ranches in the Inter-
mountain region studied averaged 1,780 acres with 306 head of cattle
and total ranch capital invested averaged $100,630; the Southwest
ranches studied averaged 11,600 acres, with an average of 231 head of
cattle and ranch capital invested $205,420. In all cases these ranches
were operated with a very minimal amount of labor, a very modest in-
vestment of equipment and time, the production indexes indicated a
rising efficiency. Despite this, the ranch operator and his family did not
even earn the minimum wage set by law.

The question, of course, arises as to how these establishments stay in
business. Statistics maintained by the Department of Agriculture in-
dicate that the farm debt has risen tremendously in the last few years.
In other words, there is a great deal of borrowing against the value of
the land and there is an excessive depreciation of equipment and as-
sets. It should be made clear that the spokesmen of the beef cattle in-
dustry are not seeking Government subsidies or price supports. v

The legislation under consideration would make a modest revision
in the beef import quota legislation enacted in 1964. Specifically, it
would accomplish the following purposes :

1. Eliminate the 10 percent override on quotas.
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2. Utilize a more realistic base period.
3. Utilize quarterly quotas instead of annual quotas.
4. Include canned, cooked, and cured meats in the quotas.
5. Include military offshore purchases in the quotas.
Enactment of this legislation would create a more orderly quota sys-
tem under which foreign producers and domestic producers could de-
pend. It would result in only a modest rollback of the total amount of
imports which this country could receive. American cattlemen are not
seeking to exclude foreign beef. They are willing to share their
market. American cattlemen are not trying to obtain a substantial in-
crease in beef prices because this would be inconsistent with their pro-
grams for increased domestic and foreign consumption. They do desire
and must have a price structure which will permit a modest profit.
American cattlemen have embarked on a voluntary control program
to reduce domestic output and they are entitled to cooperation in de-
veloping a more orderly program for control on imports.
The Crarroraxn. Thank you, Mr. Teague, for sharing your view with
us this morning.
Our next witness is from Oklahoma, the Honorable Tom Steed. Mr.
Steed, we appreciate your being with us this morning and you are
recognized.

STATEMENT OF HON. TOM STEED, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF OKLAHOMA

Mr. STeEp. Mr. Chairman, I appreciate the opportunity of makin
this statement before you and your subcommittee today on the nee
for further action on two problems substantially affecting-our domes-
tic economy and prosperity, those of beef imports and dairy imports.

The general review of the tariff and imports question your commit-
tee is conducting is of great benefit in focusing attention on these
problems and I commend your action in undertaking this intricate and
significant task at this time.

As you know, the beef cattle industry is the largest single source of
agricultural income in our country. The vast majority of States is sig-
nificantly involved in it economically. From the standpoint of national
prosperity its vital nature is self-evident.

In 1964, I was one of the cosponsors of Public Law 482 of the 88th
Congress, now the basic legislation in the beef imports field. As you
will recall, this legislation represented the most e ective formula we
were able to get, with your help, in the face of objections by the
administration. It has served to establish the principle of maintaining
economic conditions that will allow our domestic beef cattle industry
to operate with a reasonable chance of success. )

In practice, all laws reveal inequities and areas of potential im-
provement. This one is no exception, and several key changes should be
undertaken. In my opinion, these are best embodied in the measure of
which you are the chief sponsor, H.R. 9475, which I am proud to co-
sponsor in H.R. 9725. o

I will take no more time than to summarize the five principal
improvements that will make the beef imports limitations more practi-
cal under the terms of the bill :
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1. The quota should be an exact, known figure. The 10-percent
override provisions have proved inexact and contribute to
confusion. :

2. The quota should be allocated on a quarterly rather than an
annual basis. This would help to stabilize mafters and would
minimize radical up-and-down gyrations in supplies. Such a
policy would be more competent from the standpoint of all
concerned.

3. The base period for quotas should be changed from 1959-63,
at present in use, to 195862 ; 1963 was an abnormally high import
year, and the 1958-62 base period would be fairer and more
representative.

4. The imports to be covered should be broadened to include
canned, cooked or cured items. In 1964 it was believed by many
that these items, then only minor parts of total meat imports,
would remain so. That has not been the case. With new develop-
ments it has become only too clear that canned, cooked, or cured
items must be covered as well as fresh, chilled, or frozen meat.

5. Offshore purchases by our Armed Forces should be con-
sidered in calculating the quota. This is not to imply any restric-
tion on the military from purchasing abroad when that is the most
economical and competent way to proceed, but such purchases
should be included in the overall quota figure.

The domestic cattle industry must be able to foresee some stability
in its operating conditions or capital will take flight to other fields,
a phenomenon we have seen all too often in recent years as the result
of the insurge of various imports. :

This need not involve any major price impact. A 6-percent profit
is usually considered a reasonable one, and to achieve this figure, prices
would have to be only modestly above those of today.

We have now seen the present law in existence for more than 314
years. Foreign countries meanwhile have continued extensive export
drives zeroed in specifically on the United States. Experience shows
these additional guidelines are necessary and wise to assure the sur-
vival of our domestic industry and give it a fair chance.

Dairy imports constitute a critical problem, one on which legislative
action 1s urgently needed. The fact that approximately half the Mem-
bers of Congress have introduced bills on this subject speaks for itself.

Since our bills were introduced at the beginning of this Congress,
the administration has acted more than once administratively to put
some limit on the mounting tide of dairy products, which is taking
first one form and then another as various regulations are adopted.
The latest action places temporary quotas on condensed and evapo-
rated milk and creams.

This comes on top of a situation where dairy imports already had
reached 500 percent of their average figure for the period 1947-62.

Few dispute the gravity of the situation for the industry. The
Department of Agriculture is to be praised for its administrative
moves to ease the situation. But I feel strongly that an expression of
specific guidelines by Congress is needed at once. A matter like this
should have the basis of the stability of law rather than the uncer-
tainty of administrative decree.
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The bill of which I am joint sponsor, H.R. 9214, which is identical
to that of Mr. Watts, H.R. 6030, and those of several other members
of the committee will provide this basis.

You are already familiar with the recent alarming developments in
the dairy imports field. The dairy business is a subject with which I
gained some familiarity when serving for several years as chairman
of the Dairy Subcommittee of the House Small Business Committee.
We held hearings throughout the country on the state of the industry.
Tt already faced vertical integration and other serious economic prob-
le(llns at that time, and that was before the real onset of the imports
tide.

This industry faces economic disaster unless an effective and reliable
1id is imposed on the imports. '

I appreciate the attention the committee is giving to these and
similar problems, and I hope we can make progress toward a legisla-
tive solution.

The Caamyvan. We appreciate your bringing to us your thoughts,
Mr. Steed.

The next witness is also from Oklahoma, our colleague, Mr. Belcher.
You are recognized and you may proceed as you see fit.

STATEMENT OF HON. PAGE BELCHER, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF OKLAHOMA

Mr. Bercuer. Mr. Chairman, I want to thank this committee for
the consideration it is giving to the matter of imports which daily
seems to be a more serious problem for an increasing number of in-
dustries in the United States. I am grateful for the opportunity to
express to you my special concern over the growing problem of beef
imports.

Bills presently pending before this committee and the Senate Com-
mittee on Finance seek modifications in the provisions of Public Law
88-482 which are absolutely essential to the health and future of our
domestic cattle industry. In fact, so well has the need for these modi-
fications been documented and demonstrated in the past 18 months
that I am somewhat at a loss to know what I can say to this com-
mittee that would be both new and helpful.

During the hearings before the Senate Finance Committee last fall
the major provisions of S. 1588 and a number of identical House bills
were discussed and the need for them well and succinctly outlined by
Senator Roman L. Hruska in testimony which can be found beginning
on page 710 of those hearings. The distressed condition of the Ameri-
can livestock producer was 1lluminated in greater detail by the execu-
tive secretary-treasurer of the National Livestock Feeders Association,
beginning on page 750 of that hearing record and by the executive
vice president of the American National Cattlemen’s Association whose
testimony appears beginning on page 764. My own statement to the
Senate Finance Committee appears, beginning on page 782.

Mr. Chairman, the situation described at that time has not mate-
rially changed. If anything, it has grown worse and the American
cattleman cannot wait much longer for this Congress to make the
modifications in Public Law 88-482.

I do not wish to unnecessarily burden the record of this hearing
with repetitious detail. I have read a draft of the statement which will
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be presented by the president of the American National Cattlemen’s
Association and believe it expresses well the substance of the changes
sought in the existing law, the need for such changes and the depress-
ing future which faces the cattle industry if these adjustments are not
made -promptly.

Therefore, I wish only to reiterate a few brief excerpts from the
statement which I submitted to the Senate Finance Committee last
fall. I said at that time:

Unless imports are more strictly limited and controlled, the domestic producer
of cattle and other livestock for meat is faced with only two alternatives. Either
he must continue to expect and receive inadequate prices for his products or he
must quit the business. The farmer is caught both coming and going. If he re-
duces production in the ‘hope of improving his price, foreign imports rush in
to fill the gap, and both his price and his income suffer. If he continues to in-
crease production, he is accused of ignoring the law of supply and demand and
told that his own overproduction is the cause of the painfully inadequate prices
about whic!a he understandably complains.

Gentlemen, if the continued existence of this situation is a deliberate
national policy, I submit it is grossly unfair to the producer, deceiving
of the American consumer, disastrously unwise and, indeed, dangerous
In terms of national security. It asks the producer to market his prod-
uct for less than it costs to produce. It deludes the consumer with arti-
ficially low prices now and the likelihood that when the domestic pro-
ducer is finally driven out of business the price of imported meat will
skyrocket. And, it threatens the United States with future dependence
upon foreign nations for an adequate food supply.

AsTIsaid in my statement last fall ;

Perhaps it is not a serious matter that we should some day soon find ourselves
suddenly dependent upon foreign producers for major food commodities * * * I
believe that it is a serious matter. And if it is, and if we wish to avoid such a
day in our future, I am hard put on the basis of existing evidence to find any
solution that does not include meaningful tightening of our import quota laws.

I would hope that this committee would not wish to see repeated in
the area of meat imports the sorry spectacle which we have recently
witnessed with respect to “loophole” importations of dairy products to
the admitted detriment of the domestic dairy industry. ) .

I, therefore, sincerely commend to this committee the pending meas-
ures authorizing appropriate adjustments in Public Law 88-482 with
the hope that, in your wisdom, you may see fit to consider them
promptly and favorably.

Thank you. .

The Crarman. Thank you, Mr. Belcher. Are there any questions?

The next witness, the Honorable G. Elliott Hagan, is from the State
of Georgia. We appreciate having you with us and you are recognized.

STATEMENT OF HON. G. ELLIOTT HAGAN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF GEORGIA

Mr. Hacax. I wish to come to you today in regard to the problem
of excessive meat imports into this country. It is clear that meat
imports have now reached the point where domestic livestock pro-
ducers are in an untenable position of having to compete with foreign
producers. Therefore, certain revisions in our present quota system
are urgently needed.
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_Total red meat imports into this country jumped from about a bil-
lion pounds in 1960 to 1.8 billion pounds in 1967—an increase of 67
percent. The most dramatic increase has been in beef imports. In 1960
beef imports were equivalent to about 4.9 percent of domestic produc-
tion. By 1967 these imports were equivalent to 6.3 percent of produc-
tion. Imports are expected to be even higher in 1968, and no down-
turn is in sight in the foreseeable future. There is no question that
these imports have had, and will continue to have, direct impact on
prices received by domestic producers for livestock. ‘

Because we now have record supplies of domestically produced
meats and at the same time are experiencing balance-of-payments
problems, it would be a good time to curb the level of meat imports.
Reducing meat imports into this country would have little effect on
the volume of agricultural products exported from the United States,
since most of the meat exporting countries are nearly self-sufficient
in food and fiber and buy very little from us. At the same time, quota
provisions in our present meat import law (Public Law 88-482),
which was passed by Congress in 1964, are very liberal when com-
pared to meat import policies of the other major importing countries.

To cope with this growing problem, I want to lend my support to
your bill (HL.R. 9475) which would modify the 1964 meat import law
by (1) lowering the base quota of imports by 20 percent, (2) elimi-
nating the 10 percent override for triggering quotas, (3) dividing the
annual quota into four equal quarterly quotas, and (4) authorizing
the imposition of quotas on other meats when determined by the Presi-
dent to be needed to prevent unwarranted increases in imports.

The CmamraaxN. Are there any questions, if not, then thank you
Mr. Hagan, for sharing your views with us.

Mr. Hacan. Thank you, Mr. Chairman.

The Cuarryax. The Honorable Dave Martin, of Nebraska, is our
next witness. Come forward, sir, you are recognized.

STATEMENT OF HON. DAVE MARTIN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEBRASKA

" Mr. Marrry. Mr. Chairman and members of the Ways and Means
Committee, I appreciate the opportunity to appear before you this
morning in support of legislation to put further restrictions on im-
ports of beef.

The present law, which was enacted in 1964, does not adequately
protect the industry and as you are well aware, imports of beef have
risen at an alarming rate over the last 4 years.

The present law sets a quota based on the average imports of beef,
veal, and mutton during the years 1959 through 1963 but allows for
110 percent of this figure to be imported before controls on imports
may be triggered. The base quota under the law for 1965 was 725
million pounds, or approximately 797 million pounds under the 110-
percent allowance. Since imports may increase percentagewise, the
same as beef production in the United States, the 1968 quota is now
1,045 million pounds.

Imports have been constantly increasing each year, with a 27-per-
cent increase in 1966 over 1965, and a 10-percent increase in 1967 over
1966. During the first 4 months of 1968 we have again had a substan-
tial increase over 1967. Under the present law canned or prepared
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meats are not included in this quota and imports in this category ap-
proximated 120 million pounds last year with a substantial increase
occurring each year.

In my bill, H.R. 82983, which I introduced April 10, 1967 , I included
canned and prepared meats within the basic quota. Furthermore, I
eliminate the 110 percent before restrictions on imports are triggered
and I make mandatory upon the President the cutting off of imports
rather than discretionary as under the present law when 100 percent
of the quota is reached.

Knowledgeable cattlemen, who have made recent trips to Australia
and New Zealand, have informed me that Australia can double their
beef production within a very short period of time and they have
their eye on the American market. Some prominent American citizens
have invested in cattle operations in Australia. It is alleged that these
people feel they have sufficient influence in the United States to pro-
hibit the adoption of any additional laws which would tighten up on
imports of beef.

Imports of beef, according to charts put out by the Department of
Agriculture, and with which you are familiar, show a definite rela-
tionship to the price of cattle in the United States. The cattlemen
are the last free and completely independent segment of our American
economy. They do not want Government, controls nor price supports.
I feel very strongly that they are entitled to protection from foreign
imports by our Government. It is time, Mr. Chairman, that we give
first consideration to American industry and to the American tax-
payers rather than consideration of our image in the eyes of foreign
countries. ,

My bill is a modest one as to what it will accomplish, as it would
cut back on import quotas approximately 220 million pounds below
the present law. This is based on eliminating the 110-percent provision
plus including the approximately 120 million pounds of canned and
prepared meats imported into this country last year.

I commend you, Mr. Chairman, and your committee, for holding
hearings on this important matter which is of such great concern to
our American economy. I trust that you will report out, promptly,
legislation to further curtail the imports of beef.

I thank you for your attention and the time you have given me.

'l;he Crammaw. Thank you, Mr. Martin, for sharing your views
with us.

Mr. Marrin. Thank you, Mr. Chairman, it has been a pleasure.

The Cmamrman. Mr. Talcott. Mr. Talcott is our colleague from
California. It is certainly nice to have you with us today, please
proceed.

STATEMENT OF HON. BURT L. TALCOTT, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF CALIFORNIA

Mr. Tavcorr. Mr. Chairman and members of the committee, I am
very pleased to have this privilege to appear before your committee
today. I come here in suport of my bill, H.R. 9130, and your bill H.R.
9475, which would amend the Meat Import Act of 1964.

The 12th District in California, which I represent, is a very produc-
tive diversified agricultural area. Lettuce, celery, cotton, and straw-
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berries are some of the agricultural commodities raised. Castroville
is the “Artichoke Capital” of the world, raising 98 percent of the
domestic U.S. supply. However, by far the most important single
agricultural commodity raised in my district is beef.

This may not remain true for long. The cattlemen in my district
are immersed in a severe adverse economic situation. Over the past
several years, the cattle industry has been operating on nothing more
than the appreciated value of its land. The U.S. Department of Agri-
culture figures prove that the farm debt is at an all-time high. No
business can continue to operate for long without a net profit.

The cattlemen are attempting to solve their own problems within
the framework of the free market system. The local cattlemen’s as-
sociations, in cooperation with the California Cattlemen’s Association
and the American National Cattlemen’s Association, are voluntarily
attempting to balance supplies of beef with effective demand. The main
thrust of their program is designed to balance the tonnage of beef
produced to achieve a goal that has been eluding them for so many
years—a reasonable net profit.

The cattlemen want to achieve their goal of net profit in the best
tradition of their industry without direct Government assistance.
However, they find that this is going to be extremely difficult to achieve
with tremendous quantities of fresh, chilled and frozen imports arriv-
ing on our shores from other nations of the world. A State like Cali-
fornia, and my district in particular, in a port-of-entry status, suffers
even greater consequences from this tremendous competition than do
many of the States further inland.

The cattlemen do not seek to ban all imports. They are attempting
only to achieve a degree of reasonableness and adjustment to a statute
already on the books—the Meat Import Act of 1964. This very act has
tended to become a pattern for other commodities to follow because
it is not protectionist in the true sense of the word. To the contrary,
it guarantees reasonable access to the U.S. market for the exporting
nations of the world.

The legislation which the chairman of this committee and I intro-
duced would, we feel, achieve much for the consumers and the domestic
cattle industry because it would bring the import sitnation more into
line with what is being attempted nationally by the cattlemen them-
selves—a balanced, constant supply.

Many misleading and untrue statements have been made about the
effect of cutting back imports to the United States. Charges that ap-
pear in some syndicated columns would lead one to believe that the
price of hamburger is going to skyrocket because the supplies of lean,
boneless beef from foreign countries would be regulated.

This is simply not accurate. To the contrary, the cattlemen and
meatpackers want to continue to produce the finest quality, most
wholesome beef available anywhere on the face of the earth at the
most reasonable prices to the consuming public. They can continue
to do this on a long-range basis only if their business is placed on a
sound economic basis. As a matter of fact, should their economic situa-
tion not improve, the consumers of this Nation will suffer the conse-
quences of a shortage of domestically produced beef complicated by
the whims of exporting nations. These exporters hold no basic alle-
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giance to the United States but merely wish to achieve their selfish
ends by selling to the currently highest bidder. If the American con-
sumers become dependent on foreign meat supplies, it is very possible
beef prices may be forced up or the United gtates could be deprived
of a meat supply.

If the U.S. beef-producing industry is lost through insolvency, or
through the unfair competition of cheap foreign imports, the loss
would result in a serious detriment to the nutritional requirements of
our citizens during normal peacetimes. Further, our consumers would
be subjected to the possibility of improperly inspected meat being
inadvertently exported to the United States. Also in case of an inter-
national emergency or the failure of the cheap beef-producing coun-
tries to furnish adequate quantities of meat, by reason of national
disaster or political decision, or otherwise, our beef-producing in-
dustry could not be reinstituted overnight or within years.

We have many sound, compelling reasons for making certain that
our beef-producing industry is permitted to remain strong, productive,
and profitable.

With these thoughts in mind, we hope that you will give speedy
and favorable action to H.R. 9475 and FLR. 9130 so that the cattle-
men of our Nation can continue to move forward to stabilize our
tuture supply of meat.

Mr. Cuarrman. Mr. Talcott, thank you for your very fine statement.

The next witness is our colleague from Hawaii, Mr. Matsunaga. You
are recognized, sir.

STATEMENT OF HON. SPARK M. MATSUNAGA, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF HAWAII

Mr. MaTsunaca. Mr. Chairman and members of the committee, I
thank you for this opportunity of appearing before you and express-
ing my views on a particular aspect of tariff and trade proposals which
are the subject of these hearings. My subject today deals with the Meat
Import Act of 1964, its impact upon the cattle industry in Hawaii and
other States, and proposed amendments to the 1964 meat import law.

While the sugar and pineapple industries dominate the economy of
Hawaii, its cattle industry, which accounts for more than $10 million
per annum, is considered indispensable to the Island State’s welfare.
Because of its insularity, Hawaii must develop and expand its intra-
state sources of food supply to avoid possible adverse effects of isola-
tion arising in an emergency. The experience of World War IT has
emphasized this need.

Paradoxically, while the problem of Hawaii’s geographical location
has, on the one hand, pointed to the urgent need for increased intra-
state beef production, it has, on the other hand, facilitated peacetime
importation of competing foreign beef from Australia and New
Zealand.

The enactment of the Meat Import Act of 1964 has not provided
the necessary encouragement to Hawaii’s cattlemen. Statistics clearly
explain why: In 1957, of our State market supply of beef and veal,
beef imports into Hawaii from Australia and New Zealand totaled
11 percent or 4.666 million pounds, carcass weight. In 1967, 10 years
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later, such imports stood at 30 percent or 15.327 million pounds, car-
cass weight. Although the 1967 import figure is less than the high of
18.304 million pounds of foreign beef imports in 1965, the year after
the Meat Import Act was enacted, the slight decrease has not provided
Hawaii cattlemen much relief from the damaging effects the dumping
and erratic shipments of foreign beef have had on the price structure
in Hawaii.

The rising percentage of antipodal beef imports into the Hawaii
market does not tell the whole story. There is a marked difference in
the quality and price of locally produced beef and foreign beef.
Hawaii cattlemen have strived untiringly to produce a quality beef
Froduct through grain feeding in feedlots. This they have done while
and, labor, and other operational costs have spiraled to new heights.
It is clear in the case of the imported beef, which is generally of in-
ferior quality, that it is produced under circumstances where produc-
tion costs are considerably lower than those for U.S. beef. This of
course means unfair competition to Hawaii’s cattlemen.

From the viewpoint of the consumers in Hawaii, the importation
of cheap foreign beef may initially appear to be a good thing, but
there is no cuarantee of adequate inspection of such beef for the
protection o% the health of American consumers. Slaughterhouses
throughout the United States now face the requirement of meeting
health and sanitation standards under the Wholesome Meat Act of
1967. The stated purpose of that law can never be wholly achieved
until foreign packers are also required to meet the same high stand-
ards. Failure to impose such requirements on foreign meatpackers
would result in the protection of the affluent American whose table is
never graced by anything except high grade domestic beef, and the
withholding of such protection for the low-income American who is
a regular consumer of low-grade foreign beef.

Tor the protection of the Hawaiian consumer, as well as of Hawaii’s
cattle industry, therefore, it is recommended that packers of imported
foreign beef be required to meet health and sanitation requirements
at least equal to U.S. standards. This is not a case of equal
protection under the law in the classic legal sense, but a case of en-
acting equal laws for the protection of all. Tt is also urged that legisla-
tion be enacted to prohibit dumping of excess supplies of foreign beef
in ports of entry, such as Honolulu, and to effectuate a more equitable
distribution throughout the United States.

These recommendations and supporting statistical information are
very well documented in a letter and the accompanying enclosures
that I recently received from Robert L. Hind, Jr., president, Hawaii
Cattlemen’s Council, Inc. Because I am confident that these docu-
ments will be helpful to the committee in its further review of this
aspect of our foreign trade, I submit copies of Mr. Hind’s letter of
June 14, 1968, and enclosures, and ask that they be printed in the
hearing record as a supplement to my statement.

Thank you very much.

(The documents referred to follow:)
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HAWATI CATTLEMEN’S Counor, INc.,

Honolulu, Howaii, June 1 , 1968.
- Hon. SpAarx M. MATSUNAGA, i

House of Representatives,
Washington, D.C.

DEAR REPRESENTATIVE MATSUNAGA : Thank you for your letter of June 6, 1968
relative to amendments to the Meat Import Act of 1964.

I was happy to note that you will present our case before the House Commit-
tee on Ways and Means in conjunction with its current hearings on the full
spectrum of foreign trade. Enclosed are copies of Tables 1 and 2 of data previ-
ously forwarded, but with revised figures. Figures for 1967 on the original tables
sent to you were based on Hawaii, 10 months; Mainland, 9 months; and New
Zealand-Australia, 9 months with projected estimates for the balance of the
year. We have since been able to obtain complete figures for 1967 as you will note
on the attached sheet.

You will note that foreign beef imports actually dropped off from a high of
18,304,000 pounds in 1965 to 15,327,000 pounds in 1967, a drop of 2,140,000 pounds.
This slight decrease hardly grants us much relief from the devastating effects
pf ?ale dq{nping and erratic shipments of foreign beef have on our price structure
in Hawaii.

Again, we feel the only way for Hawaii to gain any relief would be through
a port of entry quota system or by setting quotas based on one-half the average
of imports over the last five years.

With slaughterhouses across the nation now faced with meeting health and
sanitation standards “at least equal” to federal standards under the ‘Wholesome
Meat Act of 1967, we feel very strongly that foreign packers be required to do
likewise and that such standards be rigidly enforced before such meat enters
the country. )

Once again, may I express the sincere appreciation of all of our members
for your concern for the welfare of our industry and solicit your support for
HR 9475 which is presently before Congress. Mahalo and Aloha.

Sincerely,
RoseErT L. HIND, Jr.
President.

HAWATX CATTLEMEN’S Councir, INc.,
Honolulu, Hawaii.

Whereas, ports of entry continue to receive more than their eqiutable share of
their total meat demands from foreign imports. One typical port state receives
30% of its state market supply from foreign sources, and

Whereas, other interior states are receiving a much lower percentage of their
total production, while port states are feeling the devastating effects of these
foreign imports, this high percentage having a detrimental effect on price struec-
ture, and

Whereas, Public Law 88-482 without a port of entry clause does not alleviate
the situation in port states, and this same law sets trigger points so high as to
make its enforcement impractical, and

Whereas, foreign packers are not required to meet stringent sanitation and
health standards imposed on United States packers,

Be it resolved, that Congress grant area relief to ports hard hit by foreign
beef imports by reducing the total poundage received by these ports to one-half
the average received over the last five years, and

Be it further resolved, that Congress seek modification of the existing public
law, to lower trigger points, insert a port of entry quota clause, and seek legis-
lation requiring foreign packers to meet United States health and sanitation
laws, and

Be it further resolved, that copies of this resolution be transmitted to the
President and the Secretary of Agriculture of the United States, all members of
the House Ways and Means Committee, Hawaii’s Congressional delegation, the
President of the American National Cattlemen’s Association, and the Chairman
of the Hawaii State Department of Agriculture.

Adopted, May 15, 1968.
RoBerT L. HinD, Jr.
President.
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THE FACTS & FIGURES OF THE HAWAIIAN CATTLE INDUSTRY

GENERAL INFORMATION

The State of Hawaii is made up of a group of nine islands centered at about
157W and 21N at the edge of the tropics. The total land area within these
islands is 4,105,000 acres. Only six of the islands are of economic importance.
Approximately J2, or 350,000 acres of the total area, is considered arable lands
suitable for crop production. Approximately %4, or 1,085,000 acres is utilized for
grazing production. At the last report, there were 422 “commercial” beef cattle
enterprises listed in the State. (A commercial beef cattle enterprise comprises of
20 or more head of cattle.)

Climatic conditions and rainfall vary widely within the State. Rainfall varies
from as little as 10 inches per year in leeward areas, to as much as 200 to 300
inches in the windward areas. Mt. Waialeale on the island of Kauai has recorded
in excess of 650 inches of rain in a year.

The island of Hawaii ranks as the most important beef cattle production area,
with approximately 55% of the total State production. The other islands in order
of rank are Maui, Oahu, Kauai, and Molokai. The island of Oahu produces about
869 of the dairy beef in the State, with relatively small amounts produced on
the other islands.

There have been substantial increases in market requirements for beef and
veal within the State during the past ten years. These increased demands are
created both by a rapidly increasing population (551,537 civilian population in
1957 to 759,582 civilians in 1967) and also by substantial increases in the per
capita consumption of beef and veal (from 78.2 pounds per capita in 1957 to well
over 85 pounds in 1967). This consumption is expected to increase to 105 pounds
by 1975.

Hawaiian production of beef has steadily increased during this period, reach-
ing a peak of more than 30 million pounds in 1966. Hawaii has also turned in-
creasingly to pen feeding of cattle to improve and increase production. In 1959,
4,103 cattle were processed through feedlots and in 1965, 16,000 head of cattle
were fed. In 1967 approximately 30,000 head of cattle are expected to be proc-
essed through feedlots in the islands—the largest being Hawaii Meat Company’s
newly expanded facility at Barbers Point on the island of Oahu which has a
capacity of over 13,000 head of cattle.

Tederal grading of beef has also expanded as a means of quality improvement.
In 1960 when federal grading first came to the islands, 12,317 head were offered
for grading. In the fiscal year, 1966-1967, 31,297 head were federally graded.

Imports of fed beef from the U.S. Mainland decreased from 1954 to 1959, and
thereafter increased; but has declined again to 30,500,000 pounds, or 49.4% of
the State’s market in 1966.

The most significant changes in the Hawaiian market have been shown by
imports of low-cost foreign beef. These imports have increased by more than
1000% in the past ten years, from a total of 1.538 million pounds of carcass
equivalent to 16.694 million pounds. These imports now represent about 30%
of the total State supply of beef and more than 359, of the Honolulu supply,
which is the major market in the State.

The rapidly increasing imports of beef, and particularly the imports of low-
cost foreign beef, has created serious problems for the Hawaiian beef industry
as well as the industry nationally. Hawaii being the closest and most lucrative
port of entry to the United States continues to receive large shipments of
Antipodal beef.

Hawaii’s beef industry has a long, colorful and traditional history. It adds over
$10 million annually to the State’s economy and represents 229 of all sales of
diversified agricultural products.
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TABLE 1.—HONOLULU MARKET SUPPLY OF BEEF AND VEAL
[Weight in thousands of pounds]

Hawaii Mainland t New Zealand-Australia 2
Year Total

Carcass Percent Carcass Percent Carcass Percent

weight of total weight of total weight of total
10,906 43 13,399 53 938 4 25, 23
13,277 46 13,291 46 2,250 8 28,818
13,904 43 15,039 47 3,084 10 32,027
15,073 41 17,142 46 4,666 13 36, 881
16, 967 42 15,973 39 7,701 19 40,641
16, 835 44 10, 301 2 11,116 29 38,312
16, 543 42 10,730 27 12,327 31 39,600
16,414 39 11,663 27 14,247 34 42,324
16,729 41 10, 206 25 14,163 34 41,098
17,258 41 12,532 30 , 052 29 41,842
16,953 35 13,533 28 17, 467 37 47,953
16, 982 33 15,822 31 18,304 36 51,109
20,328 40 15, 504 30 15,436 30 51,268
22,449 43 , 785 27 15,327 30 52,561

1 Includes beef for USDA school lunch program.

2 Convertid to carcass equivalent from import data on boned frozen beef at $1.37. Includes small amount from Canada.

TABLE 2.—STATE MARKET SUPPLY OF BEEF AND VEAL
[Weight in thousands of pounds)

Hawaii Mainland 1 New Zealand-Australia 2
Year Total
Carcass Percent Carcass Percent Carcass Percent
weight of total weight of total weight of total
17, 851 54 14,037 43 938 3 32,826
20,445 56 13,738 38 2,250 6 36,433
s 53 15,919 39 3,084 8 40,429
22,788 54 14,768 35 4,666 11 42,132
23,970 57 10, 457 25 7,701 18 42,128
24,749 53 0,838 11,116 24 46,703
25,001 51 11,423 24 12,327 25 , 751
25,690 49 12,254 24 14,247 27 52,191
24,345 50 10,517 21 14,163 29 49, 025
26,282 51 12,775 25 12,052 24 51,109
26,242 46 13,904 24 17,467 30 57,613
25,968 43 16,242 27 18, 304 30 60,514
29,228 48 15,967 26 15, 436 26 60,631
32,243 50 15,169 24 16,362 . 26 63,774
L Includes beef for USDA lunch program.
2 Converted to carcass equipment from import data on boned frozen beet at $1.37.
3 Estimated based on: Hawaii, 10 ths; Mainland, 9 ths; New Zealand-Australia, 9 months.
TABLE 3.—CATEGORY OF DOMESTIC BEEF PRODUCTION (NUMBER OF HEAD)
1959 1960 1961 1962 1963 1964 1965 1966
4,103 4,984 7,782 9,194 15000 16,000 16,000 22,000
39,697 37,596 38,218 36,906 30,500 30,200 30,300 30,700
3,290 3,420 3,000 2,900 3,500 3,800 3,700 , 300
47,080 46,000 49,000 49,000 49,000 50,000 50,000 57,600
Pen fed percent Grass fed____ 10.3 13.3 20.4 24.9 49,2 53.0 52.8 71.7

95-159 0—68—pt. 7——31
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TABLE 4.—HAWAII'S PER CAPITA CONSUMPTION OF RED MEATS AND POULTRY
[In pounds per capita]t

Beef and Lamb and Poultry Total red

Year Pork veal 2 mutton meat? meats and

poultry
29.4 78.2 2.2 21.5 131. 4
28.0 75.2 2.3 21.6 127.1
28.6 80.4 2.4 22.0 133.4
28.1 81.9 2.2 22.9 135.1
29.5 85.1 2.1 24.7 141. 4
29.1 77.1 1.9 22.9 131.0
30.0 77.9 1.5 25.0 134.4
32.4 85.4 1.8 25.2 144.8
3.1 86.2 1.4 26.1 144.8
28.3 84.9 11 25.6 139.9

1 All per capita estimates based on civilian population (de facto) as published by the department of health. .
2 From table 6, New Zealand-Australian boned beef and veal converted to carcass weight equivalent, at 1.45 times its

weight.
3 includes turkey imported from U.S. mainland.

Source: Statistics of Hawaiian Agriculture 1957-65, Hawaii Crop and Livestock Reporting Service, Hawaii State De-
partment of Agriculture.

TABLE 5.—FEDERALLY GRADED BEEF IN HAWAII
[Data for fiscal years. Weight in thousands]

1961-62 1962-63 1963-64
Number of Weight Number of  Weight Number of Weight
head head head

U. 17 16 96 65 89 56
u. 4,287 2,204 2,681 1,624 5, 841 3,497
. 7,250 3,894 6,015 3,560 8,976 5,328
u. 3,607 1,994 3,054 1,647 3,402 1,979
U 825 532 219 134 81 52
U.S. Utili 1,763 912 2,670 1,369
Us. G ) S 311 134 592 256
U.S. Canner.coceeemmmoccacacaeennn ) 163 62 181 72
Total oot 15,993 8,645 14,302 8,138 21,832 12,609

1964-65 1965-66 1966-67

Number of  Weight  Numberof  Weight  Numberof  Weight
head head head

80 47 52 0 7 35
6,945 3,821 10,474 5,745 13,567 7,695
7,151 3,905 3 4,682 9,698 5,453
1,914 980 991 694 634
1,497 796 1,699 1,010 1,743 1,046
3,073 1,572 4,472 2,425 4,125 2,118

315 129 466 187 890 357
168 65 329 128 583 234
21,143 11,315 27,067 14,901 31,297 17,259

Source: Federal meat grader, State department of agriculture.
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TABLE 6.—HAWAII'S PER CAPITA CONSUMPTION OF BEEF BY ORIGIN 1

[In pounds]
Year Total per Hawaii Mainland  New Zealand-
capita Australia

78.3 42.3 27.3 8.7
75.2 42.8 18.7 13.1
80.4 42.7 18.6 19.7
819 42.0 19.2 20.7
85.1 41.9 20.0 23.2
77.1 38.3 16.5 22.3
77.9 40.0 19.5 18.4
85.4 38.9 20.6 25.9
86.2 37.0 23.1 26.1
84.9 40.9 22,4 21.6

1 Derived from data in table 2 and population estimates.

The CrarMAN. Are there any questions, if not, then thank you Mr.
Matsunaga, for sharing your views with us.

Mr. Marsunaca. It has been a pleasure to appear before your fine
committee, sir.

The Caamrman. Thank you. Next we have the Honorable Speedy O.
Long, of Louisiana. You are recognized.

STATEMENT OF HON. SPEEDY 0. LONG, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF LOUISIANA

Mr. Lone. Mr. Chairman and members of the committee, I am here
today to speak to you on behalf and in support of H.R. 11033 and H.R.
10318, measures designed to strengthen the depressed prices received
by American farmers for cattle and other slaughter animals and for
dairy products.

I introduced H.R. 11033, a bill to revise the quota control system on
the importation of certain meat and meat products, as a companion
measure to legislation introduced by your distinguished chairman and
others in an effort to alleviate conditions which are depressing farm
prices. A few days later I introduced H.R. 10318, a bill to regulate
mmports of milk and dairy products, to place this sector of the agricul-
- tural industry on a better financial footing.

The meat 1mport bill, H.R. 11033, would decrease the total allow-
able imports of meats from the present 725,400,000 pounds per calen-
dar year to a safer figure of 585,500,000, and would change the base
period for computing imports to the years 1958 through 1962, a more
realistic period.

While consistent with existing trade policies, both of these features,
as I understand them, will effectively restrict the amount of imported
meat and increase demand and strengthen domestic prices of cattle
and other slaughter animals.

Cattlemen and other stockmen across the country are wrestling with
recurring low prices which result from an excessive tonnage of im-
ported meat on the domestic market, according to all reliable reports
which T have received. Furthermore, I can say from firsthand ob-
servation and experience that cattlemen in Louisiana, and particularly
in my district, are being hard pressed by low prices.
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T believe this meat import bill will be a reasonable cure for the ills
currently besetting the livestock industry, particularly since it calls
for substantial reductions in imports and seeks to prevent sudden flood-
ing of the American market. I have been told that the change in the
base period alone will roll back the trigger level by some 20 percent.
Further reductions in the total meat imports and counting defense
department purchases against the total quota should effectively bolster
our farm meat prices.

For the security of the Nation and the maintenance of stable prices,
the United States requires a strong, healthy and stable livestock in-
dustry. It will not serve the people’s welfare to allow our farmers to
suffer in the name of free trade or any other concept. We should not
deny to stockmen or to the American consumer the advantages of com-
petition, nor should we deny the meat industry in the United States the
right to fair competition.

The dairy import bill, H.R. 10318, also seeks to bolster farm prices,
by imposing a ceiling on dairy imports no greater than the average
annual imports for the 5 calendar years 1961 through 1965. Further-
more, the Secretary of Agriculture would be authorized to make these
estimates on a quarterly basis, in an effort to prevent sudden flooding
of the market.

This bill is necessary, in my opinion, Mr. Chairman, because of ap-
parent loopholes in existing law, which have permitted lately the flood-
ing of the domestic dairy products market and the continued weaken-
ing of farm prices. It is evident when we consider the condition of the
farmer that more reasonable quotas must be placed on imported dairy
products. According to my sources, income spent on food is expected
to continue to drop in the Nation, while at the same time, farm produc-
fion costs continue at a record high. A proper balance will, I think,
be restored by this bill.

Mr. Chairman, I believe that the level of imports under H.R. 10318
and its flexibility of control are consistent with a reasonable trade
policy. Tt also meets the demands for a dependable domestic supply of
dairy products. .

Moreover, we have today the opportunity with these and companion
bills to take really effective action to give financial stability to a group
of American citizens who do not now participate in the Nation’s gen-
eral prosperity. Unless we act now still more jobs, principally in our
rural areas, will vanish and still more of our rural citizens will be
stripped of their self-reliance and self-respect, along with their ability
to make their livings. I think we should take action now to prevent
still more poverty and hard-core joblessness of which we hear so much
in these times, if for no other reason than the obvious economy of
prevention.

For these reasons, Mr. Chairman, I ask the committee’s serious con-
sideration of H.R. 10318 and H.R. 11033, the meat and dairy import
bills, and for a favorable report to the House of Representatives.

Thank you, Mr. Chairman.

The CaamrmAaN. Thank you, Mr. Long.

Mr. Denney, our colleague from Nebraska. Please come forward,

Mr. Denney ; it is good to have you with us this morning.
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STATEMENT OF HON. ROBERT V. DENNEY, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEBRASKA

Mr. Denwey. Mr. Chairman, members of the committes, On May 3,
1967, Mr. Scherle and I introduced H.R. 9616, a bill to revise the
quota control system on the importation of certain meat and meat
products. I know, Mr. Chairman, that you and several other gentle-
men have introduced similar legislation. FL.R. 9616 is also similar
to S. 1588, introduced by Senator Hruska of the other body.

H.R. 9616 would eliminate the extra 10 percent of imports now per-
mitted before the quotas become effective. Similarly, the quota would
be imposed based upon the actual imports rather than estimates by
the Secretary of Agriculture, and it would be applied quarterly rather
than annually. Also, offshore purchases of meat by the Defense De-
partment for use by our troops abroad or otherwise would be charged
against the applicable quota. ) )

Under present law, the base quota was derived from the average
annual imports for the years 1959-63. However, 1963 was the highest
year on record and resulted in a base quota of 725 million pounds.
This bill would use the years 1958-62 as the base years, with the result-
ing base quota being 585.5 million pounds.

H.R. 9616 would also include prepared and preserved beef, veal, and
mutton within the quota, without increasing the base quota. Finally, it
would authorize quotas on pork and lamb when imports of these items
are tending to interfere with the purposes of the Meat Import Act.

Mr. Chairman, the Meat Import Act of 1964 has been ineffective in
providing any real relief for the meat producers because it allows for
too many exemptions and does not adequately protect our livestock in-
dustry. With the parity ratio at about 74, which is the lowest since
1933, and with the price per hundredweight for cattle being the same
as 20 years ago, whereas the cost of production is so much greater, I
think the committee knows that any assist to agriculture will be help-
ful indeed. :

H.R. 9616 is a fair and reasonable bill, a bill designed to stabilize
the role of imports in our meat supply, to protect our domestic in-
dustry without doing harm to our foreign suppliers.

The livestock industry is the most widespread of all our farm in-
dustries in this country, and also the largest in terms of value of out-
put. The prosperity of the livestock industry is also of fundamental
irriportance to the continued well-being of producers of feed crops for-
sale.

I hope this committee will approach this problem recognizing the
historic role of agriculture in this country, the new problems that beset
the farmer in this era, and the pressures which have made it most
difficult to preserve a healthy rural economy and society. To stem the
unhealthy tide of migration away from the farms, to give the livestock
man at least a small assist in his effort to maintain the healthy rural
economy and rural society of the past, we ask that the House Ways
and Means Comnuittee help strengthen the import quota system in the
manner provided by H.R. 9616.

b The CratrMaN. We appreciate your bringing us your thoughts, Mr.
enney. ' ’

Our next witness is Senator Clifford P. Hansen, of Wyoming. Wel-
come, Senator, you are recognized.
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STATEMENT OF HON. CLIFFORD P. HANSEN, A U.S. SENATOR FROM
THE STATE O0F WYOMING

_ Senator HANSEN. T welcome this opportunity to present a statement
in favor of legislation to impose quotas on the import of meat and cer-
tain meat products. I represent a State that is heavily dependent upon
the vitality and the well-being of the livestock industry. In Wyoming
livestock and agriculture are the second biggest income producers.

THE CASE FOR MEAT IMPORT RESTRICTIONS

We are told of the rising prosperity of the Nation, of the fact that
the gross national product is at record high levels. Not so often it is
mentioned that the income of the farmer has lagged behind. While
others have enjoyed rising standards of living, the farmer and livestock
producer have been left out. While cost of living soars, the price of
agricultural products has remained constant, and in some instances has
declined.

Domestic industries have increasingly sought the intervention of the
Congress in recent years against the disruptive effects of rapidly in-
creasing imports, and they have called attention to the balance-of-
payments consequences to the Nation of the trends of increasing im-
ports and declining exports. The situation of these industries, includ-
ing several of the Nation’s basic industries, may indicate that in the
administration of the customs, tariffs, and trade agreements laws of
the United States, there has been a lack of balance and a one-sidedness
in judgment which has reduced the protective effects of our domestic
customs, tariff, and trade agreements legislation for domestic indus-
tries while exaggerating or “liberalizing” the administration of these
law for the benefit of importers of foreign-produced goods. Certain
domestic industries, like the livestock business, will not survive unless
they are protected from excessive imports which glut American
markets.

The main function of foreign trade should be to supply materials
and products unavailable at home. However, U.S. imports have tended
more and more to be goods with a high labor content, manufactured by
cheap labor abroad. Imports of this sort help foreign economies, but
take away American jobs.

During the past 4 years, while the trend in meat prices has gone
down, meat imports have steadily increased. There is no question that
the import volume is the larget single factor in the sagging effect on
price levels in the cattle industry.

The U.S. Department of Agriculture in its May 1968 edition of the
Livestock and Meat Situation said :

Imports of red meat totaled 1,352 million pounds product weight in 1967. This
was equivalent to 1,841 million pounds of carcass weight—7 percent above 1966
but 10 percent below the record volume of imports in 1963.

On page 28 of the same edition, the Department of Agriculture said :

Imports of meat subject to restriction by quota totaled 895 million pounds
(product weight) in 1967. This was about 9 percent larger than in 1966, but was
below the quota level for the year.

The following tables will give a better idea of the steady increase of
imports and the apparent standstill of our exports:
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TABLE .—MEAT AND MEAT PRODUCTS—BEEF AND VEAL
VALUE OF IMPORTS AND EXPORTS IN UNITED STATES, 1965-67
[In millions of dollars]

1965 1966 1967

Imports for consumption_...__...__.________._____ 241.7 353.9 403.9
Exports_ ... I R 22.6 17.8 20.2

TABLE 2.—U.S. IMPORTS AND EXPORTS OF BEEF AND VEAL IN RELATION TO DOMESTIC PRODUCTION, 1965-67
[In millions of pounds]

Domestic Exports Imports
production
53.9 941.8
39.1 1,204.2
42.2 1,321.7
1965 1966 1967
Imports. 4.8 5.8 6.3
Exports.__ I .3 .2 .2

pNgze: ldnfzogrmaﬁon in tables found in Department of Agriculture May 1968 edition of the “‘Livestock and Meat Situation,”
pp. 24 and 29.

The matter of meat imports fits within the category of a shortcom-
ing in the applicable statutes in our international trade structure. In
1963, staft experts of the Department of Agriculture carried out an
analytical study of the effect of imports on the United States price.
The conclusion at that time was that for each.increase in imports
amounting to 180 million pounds of beef—ecarcass weight equivalent,
including live cattle—the domestic price on choice steers would be
knocked down about 30 cents a hundred. Any cutback in that volume
resulting from a tighter application of quotas would have had an
effect in proportion to the size of the cutback.

The present law, Public Law 88-842, outlining procedures for re-
viewing the meat import situation specifies conditions for proclaiming
import quotas for certain meats, primarily fresh or frozen beef and
veal. The import quota level is related to the level of domestic produc-
tion of these meats. The law provides that if estimated imports of
fresh, chilled, or frozen cattle meat and meat of goats and sheep other
than lamb equal or exceed 110 percent of the adjusted base quota for
that year, the President is required to invoke a quota on imports of
these meats. The adjusted base quota for 1968 is 950.3 million pounds—
product weight. The amount of estimated imports which would trigger
its imposition is 110 percent of the adjusted base quota, or 1,045.3
million pounds.

The formula by which the quota is derived is discretionary and too
liberal. Tt has not solved the problem of depressed farm prices and it
does not sufficiently discourage imports.

The base quota for a year is derived from adjusting the base of
725.4 million pounds specified in the law—approximately the 1959-63
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average annual imports of these meats—by the percentage of increase
or decrease since 1959-63 in domestic commercial production of these
meats. In using the year 1963 in the average, the Department of Ag-
riculture made the quota as high as possible. Thus the quota is not
actually representative of a normal cycle of 5 years. Something must
be done to provide a more accurate quota to prevent it from disrupt-
ing the market as it is at the present time. Canned, cured, and cooked
meats are specifically exempted from the law. The quantity of these
items, however, in our American market affects the price the farmer
gets for his products. They should be included in the quota also.

Beginning in 1966, the United States balance of trade took a star-
tling change: for the first time in recent history, our trade went into
the red. The United States is now importing more goods than it ex-
ports. Until recently, the Commerce Department %gures suggested
that the United States has a trade surplus. But the truth is, a realistic
accounting reduces the actual total of exports by 10 percent. The
Commerce Department deliberately includes exports authorized under
governmentally subsidized programs, such as ]i)ublic Law 480 ship-
ments of food. No reputable business accounting method would in-
clude free samples in reports of yearly sales. The Department reports
import values on the basis of free-on-board (f.o.b.)—that is, the cost
of goods when put on shipboard at a foreign port. Nearly every other
country in the world realistically includes the insurance and freight
charges that must be paid when the ship reaches the domestic port.
When imports are figured on a true cost-insurance-freight basis
(c.i.f.) the costs go at least 10 percent higher.

This discrepancy in the method of figuring imports is another ex-
ample of the need for a strict, defined piece of legislation which would
set a uniform basis for estimating import values as well as setting a
specific, unadjustable limit on the amount of imports allowed.

Whenever any effort is made to provide reasonable protection
against imports for the U.S. cattle industry, invariably we are
met with the cry of alarm that nothing must be done, because it
might endanger our export markets. The fact is, that we cannot com-
pete, pricewise, with Australian or Argentine beef in the foreign
markets of the world. Since 1966, our volume of exports has gone
down, not up, and it was not very great to begin with. The home
market, on the other hand, has been good to us. The foreign market
has not. It does not make sense in a planet where half of the people
are hungry and two-thirds need higher protein diets, to be shipping
large quantities of meat into the one country where meat is already
in such oversupply that markets are depressed and the producers are
going broke. We must update the limitations in order to alleviate an
already bad situation.

Careful steps must be taken through the passage of specific legisla-
tion, to introduce a meaningful relation between domestic and foreign
production in order to eliminate the excessive amount of imports into
the country and to protect the cattlemen.

Thank you.

The Cramrman. Thank you, Senator Hansen. Are there any
questions?

If there are no questions then our next witness is the Honorable
Thomas S. Kleppe, of North Dakota. You are recognized, sir.
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STATEMENT OF HON. THOMAS §. KLEPPE, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NORTH DAKOTA

Mr. Kreppe. Mr. Chairman, I appreciate this opportunity to present
my views on a subject of vital concern to the Nation's multibillion-
dollar cattle industry: the impact of heavy importations of foreign
meat on our livestock economy.

North Dakota is a major livestock-producing State, with approxi-
mately 2.3 million head of cattle, valued at $362 million. In the dis-
trict which I represent, North Dakota’s Second, cattle and wheat are
the two principal sources of income for farmers and ranchers. In fact,
the total economy of the district rests largely upon these two com-
modities and the prices which they bring. With wheat selling at only
52 percent of parity and cattle at 80 percent, the effects of these low
prices are adversely felt throughout the business community.

While I recognize that the heavy importation of foreign meats in
recent years is not the only factor which has depressed domestic cat-
tle prices, it is a significant one. T strongly support the position of the
American National Cattlemen’s Association on meat imports, as ex-
pressed by its spokesmen before this committee earlier. I think they
are right in asking not for a virtual embargo on meat imports but for
a significant reduction.

The cattle industry is making a major effort to control domestic
cattle numbers, with a view toward bringing supply and demand
into better balance. This goal could be achieved more quickly and
effectively with a reduced volume of competitive imports. Certainly
1t is not in the best interests of this Nation to become too heavily
dependent upon foreign sources for meat and meat products.

Foreign trade must be a two-way street if it is to flourish and
expand. The record of recent years indicates the United States is
giving greater trade concessions on farm commodities produced in
other countries than it is receiving on its own agricultural exports.
As an example, the United States today has less access to European
markets than it had in 1962 when the Trade Expansion Act was
approved. The protectionist trend in the Common Market countries
has been accelerated, rather than diminished. The system of variable
levies there sharply restricts U.S. exports of most farm commodities.

I think this is regrettable. But so long as other countries raise
artificial barriers against U.S. farm products, the United States
must take a new look at the situation, in its own self-interest.

There is another important matter involved here. This concerns
the alarming and perhaps worsening U.S. balance-of-payments posi-
tion. The United States suffiered its second foreign trade deficit of
the year in May—in the amount of $32.2 million, The March trade
deficit was $157.7 million.

It is imperative that this Nation achieve a favorable balance in
its commercial trade with other countries as an offset to the huge
dollar payments which go abroad in the form of foreign aid, overseas
military costs, foreign investment and tourism. The Integrity of the
dollar cannot be maintained if the United States continues to run
balance-of-payments deficits of the magnitude incurred last year—
$3.6 billion.
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1t seems to me that this Nation must reexamine its trade policies
affecting not only agricultural commodities but other goods, as well.
The present precarious position of the dollar underscores this need
emphatically. I do not believe we can any longer delay decisive action
in this area.

The Cuamyman. Thank you, Mr. Kleppe, for sharing your views
with us. :

Our next witness this morning is Mr. House, president of the Ameri-
can Cattlemen’s Association.

Mr. Everett, do you want to present these witnesses to the committee ?

STATEMENT OF HON. ROBERT A. EVERETT, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF TENNESSEE

Mr. Evererr. Thank you, Mr. Chairman. It is a privilege to intro-
duce my good constituent and friend of this committee of many years,
the Honorable Dick Carrothers, of Paris, who will present the wit-
nesses today. Mr. Carrothers. Thank you.

The Crairman. Mr. Carrothers, you are recognized.

STATEMENT OF BILL HOUSE, PRESIDENT, AMERICAN NATIONAL
CATTLEMEN’S ASSOCIATION; ACCOMPANIED BY BROOKS J.
KEOGH, R. B. CARROTHERS, ROMEO SHORT, AND C. W. McMILLAN,
EXECUTIVE VICE PRESIDENT

Mr. CarroTHERS. It has been my privilege and my pleasure to ap-
pear before this committee several different times and we are here
today in the interest of the beef cattle industry and these gentlemen
who are with me are all cattlemen and I would like to introduce them
to the committee and explain that we are trying to bring the facts
we want you to have to the committee with the least possible confusion
and time consumption.

The various State livestock associations are all affiliated with the
American Cattlemen’s Association. Mr. Bill House here is the presi- -
dent of the American National Cattlemen’s Association, Mr. Romeo
Short is president of the Arkansas Cattlemen’s Association. Mr. Me-
Millan is the executive vice president of the association. And I ex-
pect you know Mr. Brooks Keogh from North Dakota, a past pres-
ident of the American National Cattlemen’s Association, who was
president when the 1964 bill was passed.

I will now turn this over to our president and thank you, Mr. Chair-
man, for the privilege of introducing all of these gentlemen.

Mr. House. Thank you, Mr. Chairman. I thought this morning you
would like to hear a little bit about the beef industry in the United
States. We sell $10 billion worth of products and it is the largest beef
industry in'the world because it has so many facets no other country
has. Our production runs about 106 pounds per person in the United
States; 15,20 years ago it was 60 pounds.

I would like to make it clear right at the start that the beef industry
in the United States has always moved its production up in some man-
ner or other whenever there was now demand for it at a cost-plus

figure.
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When I say cost plus I mean at cost and very little else. It is an
industry that has kept up with the expanding population. It has kept
up with the demand for beef in the United States and we still today
are able to expand the business to produce any kind of beef they want
in the United States and in any amounts and at a reasonable price.

We think we are one of the few countries where that can be done
within the country and I want it understood that we are in a position
today to produce all the beef that is being consumed, and at any given
goint, if Congress decided they would prefer the domestic meat in-

ustry to supply the entire amount of all kinds, I can assure you that
we can do it.

Our financial condition in the beef business at this point is such that
we are just about operating on 4 cost basis, both producer and the
people that feed the cattle, and this is one of our problems because
1t is history now but American agriculture hasn’t had a price rise in
20 years.

Quite often when the price of grain drops and the people
who produce grain get in trouble they expect the cattle industry to
pull them out of it and we are rapidly moving into one of those periods
again and we have figures showing that we are entering a dangerous
period when we will again be expected to pull out other sectors of the
isndustry and rescue them from their own overproduction in the United

tates.

In fact we are sure they are. When I left home wheat was selling
in Kansas at $1.15 a bushel. It is the lowest in 26 years, and we know
that a lot of those folks are going to want to convert that and we wish
we had a market for it in the United States, but at this point the
American Cattlemen’s Association has surveyed the situation very
carefully and we have had to ask our own people within the last year
to hold up production and tonnage 5 percent just to see if we could
get on a cost-plus basis.

There has been a little response in the market as we have carefully
worked along, but T want it understood again that we are having to
cut back in the United States just to get on a cost-plus basis here, so
any opportunity given us by Congress we will take and we will pro-
duce whatever they want.

Now, there has been a good deal of discussion about whether or not.
we can produce the kind of beef that is imported. I happen to be a
}S)roducer of cows and calves. T am one of the gentlemen in the United

tates that can furnish the kind of beef they want exactly. All they
have to do is give me a cost-plus on an American basis and I will see
that they get plenty of cow beef, plenty of bull beef, and my friends
in the like business can do that 100 percent.

One of our problems is that we have to keep cows too long in this
country and try to get too many calves out even when we would prefer
to sell them because of the labor problem. The expense of labor, the
shortage of labor, in the cattle country has been expanded greatly
recently until we find the whole family, even the women, doing more
work than they ought to do, so I want to make it plain that the im-
ported beef does compete directly with what I produce and I also
want it understood that 25 percent of a fed animal goes into direct
competition, ground, with all the imported beef.
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I just returned from Australia and New Zealand and one of the
things that I wanted to see was, they being the two major suppliers
along with Ireland, accounting for 80 percent of the imported beef,
were they shipping the same kind of beef that I produce and the
answer is absolutely yes.

T went to their markets. T went to their packinghouses. I went to
their ranches. They are selling old cows. They are selling old bulls.
They are selling steers or heifers that don’t happen to be fit for the
feed lots and more than that, the same as in the United States, about a
third of this beef is having to come from the dairy industry.

Down there and up here when they get through with the milk cows
she goes into ground beef and it is good ground beef and that is the
basis for our production here for a lot of them.

We have half as many dairy cows in the United States as we have
beef cows so the dairy industry is just as interested in trying to con-
vert their beef from their cows that they are discarding into a profit
as we are in the cow-calf operations throughout the United States.

Now, the next thing I would like to discuss with you is the trade
policy in the United States, because I realize, although our bill is a
separate bill and the H.R. 9475 bill that is under discussion on the
quotas is a separate bill, the trade policy of the United States is being
discussed and no one is going to pass it over that is in these hearings.

There are some observations I would like to make. Some of them are
quite personal in opinion. But the trade policy of the United States
has developed down through the years and sometimes we are import-
ing products that we could produce here.

This is the part that T would like to bring into question. The things
we have had to have from outside, fine, but why do we import products
that we can produce here? Everybody knows that the production is the
key to employment. It is the key to being sure that you have it for-
ever when you produce it within your own country.

Tt is more stable and in this case it is completely reasonable in price.
The only reason that they can import beef of any kind into the United
States is because, first, we have a tremendous Jocal tax load to carry
in the beef industry. I pay a local tax per unit on my cow-calf opera-
tion in my own county direct to my treasury for schools and county
operation of $17.50 per cow unit per year, and I can go to Australia
and raise that calf for less than that and I don’t want anybody to say
that I am inefficient or a poor cowman when I have to start with a
$17.50 cost to support my community in the United States that they
don’t even know about.

We have a second problem and this second problem runs throughout
industry that produces in the United States and that is the labor prob-
lem. We have built in our country a completely protected labor core.
The American labor movement is built on complete protection from
the outside with immigration quotas, with protection from job loss,
social security, pension funds, and when the people talk about free
trade they are only talking about the producer. _

They are exposing many to it, but not labor. In the beef business
we agree with the American labor movement. We want to see every
man in the United States just as prosperous as he can be and we do
not want to subject American: labor to the level of costs and labor pay-
ments in the rest of the world because like people are not purchasers
of beef in other countries.
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-If you keep the wage'scale low they don’t eat beef. It is an item
that comes when people’s per capita income goes up and the beef busi- _
ness and the American labor movement today are in the same groove
exactly. We want it maintained and protected. We want the per capita
income here high, and I would like to remind you that in Australia,
say, they can probably bone their beef for one-fourth of what you can
in the United States and this gives them a tremendous advantage, and
I don’t blame the people that make it available or the people that buy,
but what they are doing is circumventing the laws on American labor
that are on the books and that were put there by the Congress of the
United States and I think if they are going to stand then I think the
people that produce in the Unitéd States, that makes those jobs, that
support our communities and that support the American labor move-
ment as it is today, should be protected in a reasonable way. :

I think you have approached it and Congress has approached it in
a reasonable manner in many cases, and I think you have in our case,
and we are quite anxious that you take a new look at us, but I don’t
see how the American labor movement can tolerate the movement of
production to cheaper labor countries and I would like to make this
one point in closing this particular part.

I feel that American labor should join us in this because if you have
free trade and really free trade the jobs are eventually all going to
move to the country that has the lowest labor cost. Technology is
available everywhere, the same technology, the same machines today.
We have one other problem that worries me.

We talk about the balance of trade and, as you know, today the trade
we have is only about 4 percent of the gross national product. It has
been overemphasized in value considerably, and to balance that and
malke it worse, they don’t have a balanced trade really.

It is all deteriorating because of the increased labor costs in the
United States, taxation, and a huge defense budget. And so we are
losing our position and we are going to have to turn around and re-
examine the whole thing.

I am quite anxious that this committee take a look and make up
their minds what they want produced in the United States and make
1t possible to do so.

The second thing that worries me is in the testimony of the Secretary
of Commerce. I looked the exports over very carefully and we are
exporting capital goods. We are importing consumer goods.

Now, a nation that follows this trail very long eventually loses the
capacity to produce. They sell it to somebody else and their consumer
goods have been consumed and gone and you are simply committing
economic suicide.

I'am reminded of the old Bible story and T feel it is quite appropri-
ate at this point to say that when you sell producer goods, capital
goods to other countries, give them the know-how, and trade it for
consumer goods, you have sold your birthright for a mess of pottage
and I think this Nation is going to have to take a turn around.

They are going to have to take a new look at the whole thing or all
production will leave the United States, and we are especially involved
since we in the beef business are right in the middle of it.

There is another problem that I think should be considered. The
capital goods that we send to the importing nations that send beef up
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here are primarily heavy equipment, and airplanes, and could well be
used in the beef business in the United States today.

If we were turned loose and picked up the 6 percent that is bein
imported we would buy bulldozers. We would buy airplanes to see
the country and to fertilize the country from the air where it is too
rough to do it on the ground.

We have millions of acres in the Southeast starting in Tennessee
and Kentucky and running clear to the coast from Florida to Texas
that are exactly the same kind of country that is being developed in
Australia to send beef up here, and they are doing it at our expense
and the development is tﬁere and it should be in this country because
this country can do the same thing.

Now we have the problem of cost and I think that if protected in a
reasonable manner, if this bill was cleaned up a little that we have on
the books, with H.R. 9475, we could expect a reasonable future in the
beef business.

We could buy more U.S. equipment and we could use it to expand
the business in the Southeast, which is particularly subject to develop-
ment at this point in the beef business, but we can’t do it if we aren’t
protected and as long as we have to pay the bills of American labor, the
huge defense budget, and local taxation to keep our communities, I
don’t see how we can go on, and that is the basis for our application at
this point to do about four things.

We are quite anxious that the 10-percent override be canceled out
that we have permitted above quotas because this was the original
intent of Congress.

We have another problem. The year 1963 was in the base. It was
an extremely heavy, unusual year of importation of beef. We would
like to have it stricken and we would like to have the flow of beef
evened out.

We have a chart that shows that a lot of the imported beef hits this
country just as we start to market our cows in Texas and it moves
through to Montana and the flow of imported beef hits us at exactly the
same time that e are trying to market old cows and supply the same
type of beef to the American market.

The question of price has come up, how much would this bill raise
the price, and I think the representative of the White House, Miss
Betty Furness, made the most accurate statement seen when she says
that prices would go up about 2 or 3 cents a pound here perhaps.

That is exactly the way I estimate it. I might approach it in a
different manner but T would like to remind you that we haven’t had a
price rise in 20 years, that 2 or 3 cents a pound wouldn’t amount_to
more than we are raising our own Federal wages at this time under
Executive order—5 percent— and I feel that the American farmer
and rancher is entitled to some improvement in prices if he is going
to live in this country.

Tt worries me no end that all our young people are talking about
going to Australia. We are losing some of the finest, most aggressive
young men in the business to other countries and the only market they
have is the United States. They have found no way yet to send a
sizable amount to Western Europe because they won’t accept it, or to
Japan because they won’t accept it. :



3201

Everyone has quotas. Everybody retaliates and already have
retaliated. This thing has been discussed a long time but the truth of
the matter is that the barriers are already up for American beef around
the world and also for Australia beef except here. .

L don’t think they are going to find a4 market but I think that it is
Elmebfor us to start protecting the country here that has had so much
rouble.

In closing I want to say one thing. There have been some statements
that the old Smoot-Hawley tariff caused a lot of our troubles in the
thirties. T was a boy in 1929 and trying to get started in the cattle
business and it wiped me out. It took everything and I started over
at that point. ’

When they talk about the Smoot-Hawley legislation hurting things
back in that period I can tell you that the world was a wreck already,
and it was a disaster program trying to get out of a problem that had
already been created. I can’t see any point to worrying about that act
when I know that we are approaching gradually the same type of
economic situation American agriculture had in 1928.

We have gone year by year borrowing more money, prices going
lower, until it is almost identical in 1968 with 1928.

Now, whether 1929 will roll around and 1930 I don’t know, but a
lot of people in our business think that the stage is set. We would
hope to avoid it. We hope Congress moves and helps correct Amer-
ican agriculture’s problem before we hit that time.

We would like the full statement to be included in the hearing rec-
ord. I have tried to do this extemporaneously because I wanted to
explain some points and I also would be delighted if I am subjected,
or any of my colleagues are subjected, to questions.

Thank you, Mr. Chairman.

The CramrvMan. We thank you, Mr. House, and without objection
your full statement will appear in the record at this point.

(Mr. House’s prepared statement follows :)

STATEMENT OF BILL HoUSE, PRESIDENT, AMERICAN NATIONAL
CATTLEMEN’S ASSOCIATION

My name is Bill House, a rancher from Cedar Vale, Kansas. I am President
of the American National Cattlemen’s Association, headquartered in Denver,
Colorado, and representing, since 1898, thousands of individual beef cattle pro-
ducers, feeders and breeders and more than 150 associated state, regional or
national livestock organizations.

We welcome this opportunity to discuss with the Committee the difficulties the
vast beef cattle industry of the United States has had with excessive imports
of meat as the industry strives valiantly to stabilize domestic production at
levels acceptable to consumers and contributing to the economies of the com-
munities, states and nation we serve.

BEEF PRODUCTION IMPORTANT TO ALL AMERICA

We think it essential that the Committee keep in mind the importance of the
domestic beef cattle industry to the overall economy and further that domestic
production can assist in correcting the recent deficit in the balance of trade.
Because cows are so common and easily ignored in the passing scenery of Modern
America, we often overlook that the sales of cattle and calves in recent years
have topped $10 billion. This makes it the largest single source of agricultural
income, exceeding several of the other major, “basic” crops combined. The valua-
tion of the nation’s beef cattle herd, conservatively estimated by the U.S. Depart-
ment of Agriculture on January 1, 1968, at $16 billion, is a substantial portion
of our basic national production resource,
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Further, 85 of our 50 states have more than one million head of cattle and
29 of our states realize (in 1967) more than $100 million in annual sales of cat-
tle and calves. This is not just a “Cow Country” problem, a Western problem or
a Midwestern problem—the industry has so burgeoned in recent years to make
beef production a major factor throughout the nation.

OVEREXPANSION ENCOURAGED

In fact, one of the major difficulties experienced by the beef cattle industry
in recent years is that our own government—accompanied by a chorus of enthu-
siasm from local chambers of commerce, colleges, agricultural supply industries,
ete—has encouraged expansion of beef cattle production on acres diverted
from ... or deserted by . . . other crops. Our domestic beef production since
1960, for instance has increased 35 percent . . . while our human population
increased only about eight percent. This encouragement for more and more, seem-
ingly ignored the expansion in, or condition of, the world beef trade which was
gearing, meanwhile, for the “American Market”.

That the two paths were clashing was recognized in 1964 when the Congress
of the United States passed overwhelmingly, over vigorous Administration objec-
tion, PL 88482 to establish, for the first time for a major domestic commodity,
quantitative limitations on meat imports.

The reasons for passage of that law still stand and are further enforced by
conditions within the domestic industry and developments in foreign lands too
obvious and well known to be repeated here.

PUBLIC LAW 88—482 SOUND BASIC LAW

However, the very urgency in 1964 for establishment of quotas on selected
meat imports is the reason for returning to Congress now. The concept of the leg-
islation was new. It was alien to the thinking of so-called ‘“free-trade” advocates.
It was beyond the experience anyone had had with such imports. And the
political exigencies of our world policy were so vague that several “loopholes”
were built into the 1964 law.

We also had too little experience in the “ground rules” of world meat trade.
It is apparent that there can not be true balanced foreign trade unless nation’s
have purchasing power or the power to produce wanted goods. However, we are
not fully cognizant of just how fast and deliberately the “ground rules” can be
changed, too often to the detriment of a nation such as ours which seems to
feel that everybody always will play fair. «Free” trade is a two way street, but
up to this point, it seems that the United States has only traversed in one di-
rection . . . we have given while the other nations have remained rather static
in their trade policies, many becoming even more protectionistic in just this short
time.

We agree with Secretary of Agriculture Orville Freeman’s remarks in Des
Moines, February 15, 1968, when he told several hundred Midwestern farmers
that “Orderly trading calls for reasonable protection of our agriculture—not
protectionism. There's a big difference. Reasonable protection allows trade to
flow. It permits comparative advantage to function with relative freedom for
the good of all. Protectionism, by completely shielding inefficient producers from
competition, stifles trade. The U.S. beef quota law illustrates what I mean by
‘reasonable protection’.” )

NEED NEW “GROUND RULES”

That is exactly what the basic law does, yet after nearly 41 months of ex-
perience, we now appeal to Congress for a general tightening-up of PL 88-482
in line with experience and with what can be expected to happen in the future
if the law is allowed to stand as it is. The principle behind the law itself is not in
question; and certainly Congress recognizes this with the multitude of parallel
measures introduced only to help “tidy” it up !

There are several major areas recognized by the industry and Congress as
needing changes to avoid intentional or accidental damage under the current law.
However, all revolve around these major points.

STABILITY ESSENTIAL

1. The domestic beef cattle industry much achieve stability and profitability on
a broad scale. Otherwise fiscal facts-of-life or waning enthusiasm will lead to a
general exodus from the production of beef. This is as real and as disastrous as
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the recent mass desertion from dairying has been to important areas of the nation
and economy.

Individuals will not put in the hours, labor or risk needed to raise beef cattle, no
more than will risk-capital enter the field, if the well-known low returns, or lack
of returns, from such investment and enterprise continue. It is argued that such
dillusionment is not valid because cattle numbers continue to grow, feedlots to
be built. What is overlooked is that farmers and ranchers in all states find no
way, under normal circumstances, to meet their increasing taxes and other costs
except by constant expansion. The fact that this is self-defeating is being dra-
matically recognized throughout the country in an almost universal acceptance
of concepts of some form of “supply-control.” These range from ANCA’s own
recommendation for a voluntary cutback of 5 percent in beef tonnage last year
(and its corollary 1968 suggestion that cow herds not be increased at least until
1972) to the rigid production or marketing controls advocated by other agri-
cultural groups.

ANCA economists—and realistic stockmen, bankers and independent observ-
ers—have calculated that a reasonable (69%) profit on investment and return
for labor, risk, etc., can be achieved at somewhere around 40¢ per pound for
400-1b. calves and 32¢ for finished 1,000-1b. steers. These price levels are modestly
above those being received today, so it is impossible to justify a jump from
currently advertised hamburger at 45¢ a pound to 99¢, as has been suggested
might happen in the propaganda of importers. :

Prices of beef products can change dramatically, of course, because of tem- -
porary changes in supply. This is unfair to consumers and producers alike;
neither can budget or plan ahead. Accompanying graphs and tables clearly
illustrate the difficulty the livestock industry has in making intelligent plans
for the future.

SEAPORT AREAS HIT HARD

Another difficulty experienced by the industry is illustrated by the plight of
the livestock industries in Hawaii and other states with major seaports. In
1963, for instance, 12,052,000 pounds of foreign beef were shipped into Hawaii.
It jumped to 18,304,000 pounds in 1965 and has maintained a steady high level
since. Last year imports represented 26 percent of the 50th State’s total beef
market, a situation completely detrimental and demoralizing to adequate plan-
ning for meeting the state’s future meat needs.

Other states adjacent to major meat receiving ports also suffer from market
demoralization because of excessive and sporadic inshipments, particularly when
the amounts vary so widely from time to time. An additional effort must be
made to bring relief to the livestock industries so quickly and directly hit by
imports in states having major ports of entry.

FOREIGN MEAT INDUSTRIES AIMING AT UNITED STATES

2. Foreign nations, often with infusions of U.S. capital from government
and private sources, are being encouraged, or are themselves becoming enthused,
about building their domestic cattle industries toward an export trade, mainly
to the United States. This is so obvious that the Committee need not be burdened
with further documentation. American stockmen are fully aware, by the way,
that many countries have had to invoke “meatless” days for their own consumers
so they could have meat for export!

PL 88482 is a prime example of how Congress recognized that the stability
of a domestic industry had to be protected against rapacious thrusts from
foreign OR domestic interests which had little concern for the health of the
USA livestock industry or the stability of our total supply of such a basic com-
modity as meat.

PAOKERS NOT SEEKING DOMESTIC LEAN BEEF

3. Much of the problem over meat imports came about because U.S. meat
packers discovered a neat way several years ago to shift their labor costs to
foreign shores. The cost of skilled labor, particularly of carcass boners, was ris-
ing rapidly in the domestic meat industry. No longer was it profitable or feasible
for packers to seek out “two-way” animals which could go directly to dry lot
feeding of grains or to slaughter from pasture. These cattle had furnished much
of this nation’s supply of lean beef for manufacturing into weiners and other
sausages, soups, etc., or blending with fat from grain-finished animals, or for
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the increasingly popular “hamburger”. It was cheaper to buy this kind of meat
on the World Market. Some establishments ceased boning altogether and let
their skilled employees resign, retire or disappear by attrition. Not only has the
nation suffered an almost irreparable loss in this area of skill, but the action
forced the livestock industry into a whole new pattern of operation.

The cattle formerly going to slaughter from pasture are now going into feed-
lots for further finishing on grains into the kinds of beef already abundantly
available as steaks and roasts. This further contributes to the production of
fat which must then be blended with lean, manufacturing beef so that it becomes
economically useful. Which, of course, means a desire for more imported lean
beef. Yet, this cycle could easily be interrupted and reversed by legislated dis-
couragement of major dependence on sporadic imports of lean beef. This could
encourage domestic packers to actively bid on the vast numbers of “two-way”
cattle which are and can be produced on this Nation’s range and pasture lands
suitable for no other use.

There are five major points included in HR 9475 and other similar measures
to “tidy up” PL 88-}82:

1. Bliminate “Override” on Quotas. No one could foresee the impact of delayed
or speeded-up ship movements, the vagaries of statistical reporting through vari-
ous departments of government, or the later revisions in statistics caused by the
amounts of meat condemned or refused entry upon arrival here. Thus the im-
port quota law allowed a 109, “flex”, or override, over the actual quota before
further shipments were curtailed. This has been far too lenient. The new legisla-
tion seeks to have the quota invoked on the exact amount established for that
year or period. No longer can other nations aim at, say, 101%, 106.5% or
109.9999, of a quota. They will have to gear their exports to an exact, known fig-
ure, which should help to stabilize their output and our own domestic industry’s
growth.

2. More Realistic Base Period. Another area needing change is that of the base
period for figuring imports. The law calls for the import levels during 1959
through 1963 to be used as the base. This includes the abnormally high import
year of 1963 and does not, then, recognize the more realistic, long-term, average
offered by a 1958-1962 base period. We have not, of course, been required to in-
voke a quota since the law went into effect on January 1, 1965, simply because
the base period was so generous as to make a quota meaningless to most ex-
porting nations—their level of output was more normally geared to something
near the averages for 1958-1962. :

3. Quarterly Quotas. A yearly quota also seems necessary simply because of
inexperience. However, the accompanying graph and tables clearly illustrate that
few if any exporting nations are gearing their shipments to the time of light sup-
plies of our manufacturing beef, in this case represented by domestic cow slaugh-
ter, and to avoid the traditional, seasonal marketing patterns for domestic
cattle. Therefore, a quota allocated by quarters is almost mandatory to help the
exporters—and the importers—police themselves. Most of the meat shipped to
the United States is frozen; another few days in storage should make little dif-
ference. Further, balanced shipments throughout the year would tend to help
stabilize the income of stockmen, here and abroad, while avoiding the ups and
downs in supplies here which seemingly confuse consumers a great deal.

4. Include Canned, Cooked and Cured Meats. One of the most serious loopholes
to be closed is that only fresh, chilled or frozen beef, veal, mutton and goat are
included in PL 88-482. Congress reasoned in 1964 that the canned, cooked or
cured imports were minor parts of total meat imports. However, Congress has
since learned how ingenious some nations become, particularly regarding Colby
Cheese and other dairy products, in avoiding the intent of our laws. There is
nothing in PL 88482 which would deter a nation from cooking, canning or curing
its excess exports, above and beyond its quota allotments, and shipping them to
us with a completely straight face.

5. Include Military Offshore Purchases. Another feature of H.R. 9475 that
makes good sense is that of requiring, under certain circumstances, that off-
shore meat purchases of our Armed Forces be included in the amounts consid-
ered toward the quota. Domestic military purchases, of course, must be made
of domestically produced and humanely slaughtered and inspected meat, just
as each of the inter-state transactions must be, for public protection. We do
not suggest in any way that the military effort in any area be hampered, but
we do insist that any foreign meat purchases by our military be counted against
the total quota. After all, that meat was being diverted from some nation’s
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domestic demand, depriving their own disadvantaged, at the expense of a market
for U.S. produced meat, returns from which could assist in building up local,
rural communities . . . and the citizens who depend upon that revenue.

VIGOR OF DOMESTIC CATTLE INDUSTRY PARAMOUNT

Americans must soon decide whether it is more important to provide a profit
for a few U.S. meat importers, escaping most local taxes and the hiring of
American labor, or that it must preserve the vigor and well-being of the domestic
cattle industry and the millions who depend upon it.

The need for reasonable protection for our basic, domestic meat supply has
not changed. What is needed are changes in our ground rules to enable the
domestic industry to more precisely predict and plan for the future. We can
never become dependent upon meat supplies from other shores. We therefore.-
must limit and regulate the exporters—and our own thoughtless importers—to
serving us what we need, rather than giving them a free rein to send what they
want, when they want, where they want or how.

TABLE 1.—MONTHLY BEEF AND VEAL IMPORTS 1
[Pounds, in millions, carcass weight equivalent]

Month 65 1966 Percent 1967 Percent 1968 Percent
(pounds)  (pounds) change (pounds) change (pounds) change
41,767 79,780 +91 113,622 +42 121,719 +7
53,659 87,314 +63 88,010 +1 108,773 +24
100, 029 68, 364 -32 93, 092 +36 95,110 +2
52,637 88,918 +69 84,573 5
, 604 72,380 —~14 77,956
73,84 139,981 490 104,102
89,793 , 633 +3 134,790
95, 667 131,957 +38 137,075
137,849 +42 140,676
98, 82 126, 349 428 140,191
88,438 98, 848 +12 121,731
84,192 99, 403 +18 105,441
960,564 1,223,786 +27 1,341,259

1 Prepared by the American National Cattlemen’s Association, Denver, Colo., May, 1968. (Includes fresh, frozen, pickled
cured, prepared, or preserved and beef sausage.)
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The Cuamrymawn. Arethere any questions of Mr. House ? Mr. Ullman.

Mr. UrLyan. Mr. House, you made a very articulate statement
and we appreciate hearing your views. I would like to commend the
Cattlemen’s Association for its program of a voluntary cutback. I
think that you have demonstrated that you are trying to get, on a
voluntary basis, to the heart of your problem and I think you have
been quite effective in doing it.

Mr. House, it is your position that Public Law 88482 was a good,
sound, basic law, is that correct ?

Mr. House. That is correct. We have operated under it and we
think that it is on the right road.

Mr. Uriaran. It was my pleasure to work with Mr. Keogh, and
Mr. Carrothers, and the others in the industry in accomplishing that
law. It was, as you well know, a tough, hard battle. It was breaking
new ground. The experience that you had is that it has been effective
but now needs some modification, is that right?

Mr. House. That is correct. One modification we seek is to even
out the flow so that we can plan our business more effectively. We
find a small variation in our business affects us disastrously at given
times and we have to be very careful in planning our business ahead
for the long run and we would like to have shipments smoothed out.

You realize that both quarterly reports and holding the thing down
so that no more than one-fourth of a year’s supply can come in in any
quarter and also getting rid of the 10-percent override would both
help us plan our business and help our voluntary program no end
because we could do a lot better planning in our business and try to
meet the demands a lot better if we knew exactly what was going to
come in under this law.

Mr. Urraan. Have you listed your recommendations pretty much
in the order of priority as you see them ? I notice your first point is the
elimination of the override on quotas.

You think this is probably the most central part of your package?

Mr. House. It worries us because there is a 10-percent gap and we
never know whether it is going to come or isn’t going to come, and it
has been used a time or two already and it keeps us upset all the time.
The others are listed from pages 7 through 9.

Mr. UrLman. Yes, You have as the second a more realistic base
period and you are eliminating 1963 from the base.

Mr. House. We would like to eliminate it because it was extra-
ordinary.

Mr. Urman. And then the quarterly quota provision. Then No. 4
would be including canned, cooked and cured meats and No. 5 would
be military offshore purchases. Those are pretty much in order of
priority as you see them?

Mr. House. Yes, I would say they were. There might be some
opinion to the contrary but I would say basically that is correct, that
they are in the order of what we need in order to properly plan our
own business.

Mr. Urryan. Well, T just want to conclude by saying that I know
a lot of ranchers personally in my area. I know the problems that
they are having and I know that this is just one of a whole series of
problems but it is one that keeps plaguing us year after year. You



3209

are attempting to solve some of the other problems yourself in your
voluntary cutback program. .

We have marketing problems, as you well know. There is very little
relationship between the price you get for cattle and the price of beef
in the marketplace but there are a lot of reasons for that too.

I am very much interested in finding some way, and there is no easy
answer, of getting better bargaining power in the marketplace for the
cattle producer. I think it is a very basic industry. I think it is true
you operate in every State in the Union. Is that right?

Mr. House. That 1s correct. We operate in every State in the Union
and 35 States have over a million cattle within the State, so we have
35 States that are materially affected economically by the cattle busi-
ness and we have operators 1n all States in the Union. .

Mr. UrLyman. In my district, which is larger than any State east of
the Mississippi River, we have always produced a lot of cattle but I
noticed in recent years there has been a great increase in production in
the Eastern and Southern States.

Which is the largest cattle producer now ?

Mr. Housk. The largest cattle producing State is Texas, almost twice
the production there as any other State.

Mr. Urman. And then what would some of the others be ?

Mr. House. Then you drop into Iowa, a heavy feeding State, and
you drop into Kansas and Nebraska and in the central midwest where
there is both production of cows and calves and heavy feeding. Then
you go to California where they have had 2 lot of feeding and some
production and about on that basis.

Then you back off into the Southeast and you have some real heavy
States in Louisiana, Mississippi, and Alabama, and it is moving into
Georgia and of course Florida has a lot of cattle.

Mr. UrLman. If you eliminated the feeders probably the South
would rank much higher in basic production, wouldn’t it?

Mr. Housk. Definitely the South is subject to development further
in the cattle business and in the beef producing business, more so I
would say than my area or yours.

Mr. Lanorum. Would you yield ?

Mr. ULrman. Yes.

Mr. Laxprom. I didn’t catch that last statement. Please repeat it,
if you will, Mr. House.

Mr. House. The Southeast is more subject to further development
in the cattle business than perhaps the Midwest or the Far West. We
feel that the great opportunity for the future and for future develop-
ment is in cow herds in the Southeast and perhaps eventually even
feeding of cattle.

Mr. UrLmax. Thank you very much.

The CramrMAN. Any further questions ? Mr. Betts.

Mr. Berrs. Mr. House, I want to personally compliment you on your
statement. I think it is very effective and I think you raised some
points quite well that haven’t been touched on too much, labor protec-
tion from immigration, but particularly I wanted to direct your at-
tention to some questions that our colleague, Mr. Battin of Montana,
left for me to ask you.

He had to go back to Montana on some important business and
asked if I would submit a couple of questions to you for the record.
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'As you know Mr. Battin is very much interested in the cattle
business.

Mr. Housk. Yes.

Mr. Berrs. He asked me if T would present these questions to you.

First, what effect does the importation of low quality boneless beef
have on the price levels of U.S.-produced fed beef? He points out
that importers claim there is no effect on our price levels because the
qualities are different and they need lean beef to blend with fat.

'We say that beef is beef, whatever the quality, so imports are di-
rectly competitive and do depress domestic cattle prices.

Would you care to comment on that?

Mr. House. Yes, I would. That has been a misleading statement and
I realize that the people that don’t understand the beef business make
some statements from time to time and do it honestly, but 25 percent
of a choice steer is sold ground.

You see, we are the only place in the world, the only country in the
world, that developed a ground beef business. You can travel in
Europe and England and those places and go to Australia and New
Zealand and they won’t offer you ground beef.

We developed that market. It is peculiar to the United States and
it developed into a great market because it has a tremendously high
value as food and it gives all the people in the United States an oppor-
tunity to eat beef which other countries don’t have, so I want it made
plain that it competes directly with fed beef and is directly competi-
tive with the dairy interests and the beef producing interests with
their own cows that have been discarded after production life is over,
and T don’t want to let that stand and have people think for a minute
that one type of beef doesn’t compete with another because it does.

Tt is all on the market at the same time. You can go take your choice
and we are real proud of the hamburger market in the United States
because we developed it and it is very difficult to buy hamburger any-
where else in the world except a few little shops that specialize and
talk about the U.S. hamburger, and why they don’t do it I don’t know.

In fact that worries me. Why don’t other nations develop their own
markets and feed their own people as well as we feed ours?

Mr. Berts. The second question was I understand that the American
National Cattlemen’s Association has a voluntary program to improve

beef prices.

V\Tﬁat is the nature of this program and what effect does imported
beef have upon the success of your program to improve cattle prices?

Mr. House. We have two programs going. One is a guidelines ap-
proach that tries to help our people plan for the future, and neces-
sarily we try to incorporate into this all the information we can get
to help a cowman plan because in a cow-calf program you have to plan
from 5 to 10 years ahead of time so we have this guidelines program
going and we are coming out with a monthly review of the world beef
situation and what we can expect in the United States and trying to
keep it from producing when people don’t want it, and the minute
there is any indication that they want more beef in the United States
we want to be in a position to say now turn loose and go.

We have a second program for the cattlefeeders and it has been
at this time to hold up on the tonnage 5 percent. We also have a caftle
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facts program which will be initiated this fall trying to give our people
ltlhe best marketing information in the feedlots that they can possibly
ave.

We think it will be equal to the information that purchasers have.
We hope it will be, and in that manner we will better be able to market
our cattle, but I think you should know that unfortunately we have
had to ask your people not to increase cow herds for 4 years to cut
the tonnage and the feedlots 5 percent in order to hold production
in check, and people are responding to some extent.

Now, cheap grain will tempt people to feed more cattle and we have
a real problem trying to face the cheap grain problem.

Mr. Berrs. Thank you.

The CratRMAN. Any further questions?

If not, we thank you again for coming to the committee. You have
been very helpful to us.

Mr. House. Thank you. .

(The following letter was réceived by the committee :)

AMERICAN NATIONAL 'CATTLEMEN’S ASSOCIATION,
Denver, Colo., July 9, 1968.
Hon. WiLBUR D. MILLS,
Chairman, House Ways and Means Committee,
House Office Building, Washington, D.C.

Dear MR. MirLs: Mr. Bill House, President of the American National Cattle-
men’s Association, presented testimony to the Ways and Means ‘Committee on
June 24, 1968, in support of H.R. 9475.

As a follow-up, we felt it would be helpful to you to have a brief explanation
of the proposed amendments to the Meat Import Act of 1964 (Public Law 88-482),
so enclosed is a summary of them for your information.

If we can be of further assistance to you, please let us know. Meanwhile, we
hope that the Ways and Means Committee will take early favorable action to
report H.R. 9475. Thank you.

‘Cordially,
C. W. McMILLAN,
Executive Vice President.

Brief explanation of amendments to the Meat Import Act of 1964 (PL 88-482) as
contained in H.R. 9475 and S. 1588 and related bills

1. Eliminate the 10 percent “‘over-ride” on quotas ,

The present law has a “trigger point” which is 10 percent above the actual
quota level. We feel that the “trigger point” should be the quota in order to close
an obvious loophole inasmuch as importers could bring in as much as 109.999
percent of the quota without “triggering” the quota. This also would provide an
opportunity for better planning on the part of importers and the exporting na-
tions should they mis-calculate. A sharp scale back on their part would be needed
if the quotas were imposed and they had to fall 10 percent below the present
“trigger” level.

2. Adjust the base period years to 1958—62 from the 1959—63 base as contained
in the law
This would eliminate the very high import year of 1963 and establish a much
‘more realistic base from which to apply the factor establishing any quotas. If
this were done, the quota would be based upon approximately 6 percent of U.S.
production, rather than 6.7 percent or an adjusted base of approximately 20 per-
cent under the law as written.

3. Quarterly quotas
Sharp fluctuations exist in imports coming into the United States. This graphi-
cally is illustrated in the accompanying chart. If quarterly quotas were obtained,

this would mean a much more stable level of imports coming into the United
States. This also would mean that the imports arriving in greater quantities
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in the third quarter would not fall directly upon the heavy season of cow mar-
ketings existing in the United States during the same period. The coincidence
of the opposite seasons from the United States in New Zealand and Australia
is a complicating factor which we think points up the need for quarterly quotas.
4. Canned, cooked and cured meats should be included in the quotas

We feel that an obvious loophole exists here because the identification under
the TSUS schedules can be circumvented by placing a fresh or frozen product in
an air-tight container so as to bring it in outside the quota of fresh, chilled or
frozen. In 1967, canned, cooked, and cured meats accounted for 189.7 million
pounds (carcass weight) which equates into approximately 1.0 percent of U.S.
production. Through April, 1968, the latest period for which figures are available,
imports of canned, cooked and cured beef, veal and mutton are running at 71.7
million pounds (carcass weight) or approximately 38 percent ahead of the same
period of 1967.
5. Off-shore purchases for the military should be included as a part of the quota

The “Buy America” Act states that food and other items for the military pur-
chased through appropriated funds should be purchased in the United States.
There is an exemption for the purchase of some items in combat zones. This was
illustrated by a contract on the part of the military to buy 10 million pounds of
lamb from New Zealand and Australia in 1967. Although, to our knowledge, no
beef has been purchased. for the troops in combat zones, we feel that because of
the “Buy America” Act, in case theye are any purchases of foreign beef, it should
be counted as imports, thus counted toward the quota.

The Cramryan. Mr. Lundquist. Mr. Lundquist, if you will identify
yourself for our record we will be glad to recognize you, sir.

STATEMENT OF JAMES H. LUNDQUIST, COUNSEL, MEAT IMPORTERS’
COUNCIL, INC.; ACCOMPANIED BY JOHN E. WARD AND MARVIN
T. GIBSON

Mr. Lunpquist. I will, Mr. Chairman. Mr. Chairman and distin-
guished members of the Committee on Ways and Means, my name is
James Lundquist. I am a partner in the law firm of Barnes, Richard-
son & Colburn and I appear this morning on behalf of the Meat Im-
porters’ Council, which is a trade organization composed of 71 con-
cerns whose membership represents in excess of 85 percent of all fresh
frozen beef imports into the United States.

With me today are Mr. John Ward, president of the Tupman Thur-
low Co., of New York City, and Mr. Marvin T. Gibson, former senior
vice president and now director-consultant of Interational Packers
Litd., of Chicago.

The Cratryax. We are glad to have you with us this morning, Mr.
Lundquist, and those at the table with you. You are recognized, sir.

Mr. Luxpquist. At the outset let me state that our members con-
stitute an integral part of the U.S. meat industry. As major exporters
of U.S. meat products, we are concerned about the plight of the cattle-
man, the farmer, and especially, the consumer. It is believed that
reasonable consumer prices can be maintained at the same time judi-
cious raising, feeding, and manufacturing procedures enable prudent
cattlemen and businessmen to increase returns based on an ever-ex-
panding and more affluent American consuming public.

If I may leave my statement for a moment, I would like to say that
the Meat Importers’ Council supports those provisions of H.R. 17551
which are designed to bring about an extension of this country’s
liberal trade agreement policy and negotiating authority.
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However, the Meat Importers’ Council is opposed to all quota pro-
posals for meat imports. We urge that no changes be made in the exist-
mg quota system which has proved to be perfectly workable and is a
sensible control over the meat trade.

The bulk of U.S. beef production is used to produce high-fat con-
tent steaks, roasts, and similar table cuts. To market such products,
American cattle and large numbers of imported live cattle, are fed
on a concentrated grain diet immediately prior to slaughter.

Conversely, imported fresh, chilled, and frozen beef, already sub-
ject to the 1964 quota statute, contains only about 10 percent fat con-
tent. Such meat is basically used for manufacturing purposes and does
not compete with grain-fed beef. It does, however, provide a product
which supports prices paid for grain-fed beef trimmings.

Because of the sharp decline in the U.S. cow production, which for-
merly provided a major manufacturing source, such meat must be im-
ported in greater volume. Availability of U.S. manufacturing beef
has been reduced from 42 percent of total supply in 1954 to about 22
percent in 1967. Higher milk yield, the longer productive life of dairy
cattle, and improved animal husbandry result in lower availability of
such meats. Beef cows are culled less frequently in order to produce
additional calves for eventual use in obtaining table beef.

Fed cattle prices are firm with higher prices reflecting increased
demand expected to continue this year. Choice steers at Chicago in
February averaged more than $3 above a year ago. At the same time,
U.S. Department of Agriculture reports forecast an increase in the
slaughter of fed cattle while 1967 cow slaughter in federally inspected
plants is expected to reflect a decline of about 10 percent. Cow slaugh-
ter again this year is expected to decrease while the number of dairy
cows on farms continues to diminish.

A principal outlet for imported boneless beef is in the production
of hamburger and ground beef. Such products are manufactured by
processors and retailers in combination with fat trimmings from do-
mestic carcasses.

These trimmings are not salable as steaks, roasts, other table cuts.
These trimmings mixed with lean meat, whether it is imported or
domestic, support overall price structures and, at the same time, allow

“Mrs. Housewife to purchase tasty, wholesome meat at low prices. Ham-
burger has become a basic American food product and finds it major
market in low-income areas.

If I may leave the text again, Mr. Chairman, I would like to sug-
gest that a stop at any drive-in restaurant or snack shop or school or
college cafeteria will absolutely verify that tomorrow’s leaders, the
students of today, with increasing care and understanding, understand
the nuances of pressure groups versus the needs of the multitudes.
They cannot withstand another unnecessary bite out of their hard-won
feed and sustenance allowances. The student food is the hot dog. It is
the hamburger.

Because the same may be said of the senior citizen living on social
security and fixed income pensions, your action on meat quota bills
I submit may turn out to be the most far-reaching trade policy deci-
sion of this Congress.

Curtailment of the supply of lean meat shipped predominantly
from Australia, New Zealand, and Ireland will precipitate shortages
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and raise retail prices, without any affirmative effect on the imbalance
in prices for steers as alleged by cattlemen.

On this basis alone the pending meat quota bills should be rejected.

Reports that meat imports rise and fall unpredictably and drive
down all red meat prices in the United States are incorrect. We do
not believe that the so-called peaks and valleys occur just with im-
ports. They occur everywhere as is demonstrated by the fact that total
U.S. supplies and total U.S. commercial beef production necessarily
rise in response to high demand. This is particularly true in con-
sumption of hamburger, frankfurters, and similar products during
the outdoor cooking season which extends from about May to Sep-
tember in the North and Northeast and from April to November in
the South and west coast areas.

Accepting the fact that the volume of all meat supplied, including
imports, experiences ups and downs, such movements are not mean-
ingful if they are (@) predictable, and (b) have no negative effect
on prices.

A review of official USDA reports shows that peaks and valleys
which exist in the meat industry are generally predictable, do not
have any negative effect on prices, and cannot be related to imported
meat. Imported manufacturing meat and domestic cow meat do not
affect prime meat pricing. The average prices paid for choice steers
since the effective date of the present quota system, Public Law 88—
482, were $23.12 in 1964, $26.19 in 1965, $26.29 in 1966 and in 1967,
$26.04 per hundredweight. Monthly reports for 1968 indicate the fol-
lowing significant trends: January, $26.76 ; February, $27.34; March,
$27.75; April, $27.49, for an average so far this year of $27.34 1per
hundredweight. In the case of manufacturing meat, average utility
grade live prices were: 1964, $13.74; 1965, $14.46; 1966, $18.02; 1967,
down slightly to $17.52 per hundredweight; and during the period
January through April of this year: $16.35, $17.98, $19.09; and in
April, a 10-year high of $19.88 per hundredweight, for a 4-month
1968 average of $18.32 per hundredweight.

It is I believe fair to assume that any damage to the cattlemen
and feeders resulting from fluctuations in domestic supply and im-
ports—predictable though they are—should be reflected in price struc-
ture. But what has happened since 1964? Choice steer prices, on an
annual average, have risen by 12.7 percent since 1964 while prices
for utility grade manufacturing beef, directly competitive with im-
ports, have gone up 27 percent. It cannot be said that imports have
destroyed any real chance for profits.

Since peaks and valleys have been raised as the “bogeyman” let’s
take a look at imports during the first 3 months of this year, at which
time average prices for choice and manufacturing meats were reach-
ing high levels within the existing quota system. During the period
January to March 1968, fresh frozen bone-in and boneless beef im-
ports were 193.3 million pounds, as opposed to about 181.2 million
pounds during the same period in 1967. But average prices for all
beef reached near record levels.

Again T would like to leave my text. Our brief will document the
fact that the highest peaks in meat availability and the deepest val-
leys in beef supplies occur in domestic production, not imports.
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Furthermore, such domestic conditions do most emphatically affect
U.S. price structures for all beef. On the other hand, fluctuations in
fresh frozen beef imports cannot have any significant effect on market
prices at the time of entry through our ports because in 90 cases out
of 100 that meat was sold, yes, priced and sold, prior to the time it
left the country of origin and in fact over 60 days or more leadtime
is required to bring manufacturing beef into this country.

Such meat is not generally exported prior to an actual sale. Allega-
tions that peaks in the form of several meat refrigerated ships arriv-
ing at U.S. ports at one time disrupt this market are in our opinion
pure bunk. :

If indeed there is any hardship due to imports, which I doubt,
perhaps the cattlemen should consider another factor, such as in-
creased imports of live cattle.

MIC members are doing their very best to assure that imports
relate only to domestic demand and not to any external force. We
have, over the past year and, in fact, ever since the import quotas and
the Tariff Commission investigation, cooperated by controlling import
supplies to moderate all shipments on a supply and demand basis. We
know that the fate of our entire meat industry determines the fate of
the meat import segment of that same industry.

But what about the U.S. cattleman ?

There is presently no absolute quantitative restriction on imports of
live cattle, and we do not support one. However, live cattle imports
have consistently accounted E)r 2 percent to 3 percent of U.S. con-
sumption. Since 1960, imports have averaged over 900,000 head an-
nually. The vast majority of these fall into the 200-699 pound
range suitable as “stockers” or “feeders” to be placed on market feed-
lots and to compete directly with the produce of American cattlemen.
The Tariff Commission estimates that three-fourths of the animals
weighing between 200-699 pounds are placed on feedlots. Apparently
certain interests have no objection to these types of imports, from
which they profit. :

Since enactment of Public Law 88-482 in 1964, live cattle imports
from Canada and Mexico have risen. According to Bureau of Census
Reports, live cattle imports in March 1968 were up to 98,689 head
from 60,233 during March 1967—a whopping increase of 64 percent.
Comparing the period January to March, 196768, the figures were up
39.5 percent from 160,251 to 224,122 head. With this situation one
might ask: What are importer-feeders doing to help the cattlemen ?
It may be that the importation of live cattle helps keep some feeders
going strong, but by increasing the supply of cattle on feed, without
increasing the return at the ranch, what benefit do U.S. cattle raisers
find in an exploding output at the feedlot since any such increases on
the number of catti are from outside the U.S.A. We submit this is
no benefit to raisers, least of all to the cattle farmer.

The Meat Importers Council also opposes any attempt to place
imports on specific allotment under Public Law 88-482 or any other
law. We have demonstrated that alleged price and supply problems
blamed on so-called unpredictable peaks and valleys are without basis
in fact. To further restrict import levels, or enforce periodic limita-
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tions within the quota, would only create an artificial market with the
consumer being the one who would suffer. If domestic manufacturers,
for example, were required to slaughter only a specific number of
head each month, or quarterly period, and imports were required to
enter for consumption, specific amounts for storage in costly and
largely unavailable storage space, without regard to supply and
demand, the cost would skyrocket down the line; however, ranch and
farm profits we submit would remain untouched by the exercise.
Administrative burdens created by such a proposal would raise Gov-
ernment inspection and customs clearance costs needed to police the
market. Storage and handling costs would drive up the costs to manu-
facturers to the point where low-income families might be prompted
to turn to meat food substitutes. Would the resulting surplus of high-
cost, high-storage cost meat help anyone? Of course not.

Again I would like to step aside from the text and say that the Meat
Importers Council endorses the conclusions reached by the President’s
Special Assistant for Consumer Affairs, Miss Betty Furness, which
were presented to this committee on June 10.

New or modified meat quotas will be paid for by the consumers,
poor, middle class, and rich, and lamentably I believe in that order.

Dependable supplies of manufacturing beef have helped stabilize
average retail prices paid by consumers for hamburger meat, frank-
furters and sausage products, while prices paid for round steak and
roasts continue to rise. Any further restrictions on total supplies of
manufacturing meat might raise retail prices by 20 to 50 percent and
thereby as we have said, deprive consumers of reasonably priced basic
meat food products. A new quota would be inflationary and contrary
to the national interest.

We believe that special interests can no longer afford positions
which do not take into account the needs of the entire American com-
munity. To put tighter annual restrictions on imports or to compart-
mentalize heretofore normal business and farm cycles would be dis-
astrous.

For all of the foregoing reasons it is respectfully urged that Con-
gress should reject the additional restrictions on meat imports con-
templated by H.R. 9475, H.R. 9903, and similar proposals.

Mr. Chairman, I wonder if this brief that was prepared could ap-
pear in the record following this oral presentation.

Mr. UrLLmax (presiding). Without objection it will be made a part
of the record at this point.

(The brief referred to follows:)
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BriEF OF THE MEAT IMPORTERS’ CouNciIL. INC.

INTRODUCTION

The Meat Importers' Council, Inc. of New York, New York
(hereinafter called the MIC), is a nationwide trade association
chartered under the laws of the State of New York. Membership
includes 71 organizations accounting for more than 85 per cent
of fresh chilled or frozen beef, veal and mutton imports. Mem-
bers from affiliated industries include meat and food processors,
brokers, port authorities, warehousemen, truckmen, and steamship
companies, all of whom have a vital interest in meat and meat
food products, particularly imports. A number of our members
export substantial quantities of U.S. meat products.

This brief is sgbmitted to register MIC opposition to
H.R. 9475, H.R. 9903, and other bills which would place addi-
tional restrictions on imported meat.

Since this industry began operating under a quota system
in 1964 (Public Law 88-482), it has been concerned with the
problems of maintaining adequate supplies of meat and meat p:od-
ucts while attempting to maintain an orderly United States market.
Meat importers engage in keen competition dictated by ordinary
market demands, and constitute an integral part of the United
States meat industry.

The existing quota system assures that imported meats
covered by Public Law 88-482 cannot exceed a small percentage
of total domestic supply. The record shows that the present law

is adequate and workable. Domestic cattlemen, feeders, packers
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and meat food product manufacturers cannot attribute alleged
industry problems to import volume.

A full and complete review of facts surrounding U.S.
production, imports of fresh chilled and frozen meats, importa-
tion of live cattle, indiscriminate feeding practices, and the
continuing needs of the consuming public, will prove that the
present quota is adequa?e and that additional artificial
barriers to free trade in meat products would be contrary to

the national interest.
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I
IMPORTED FRESH FROZEN BEEF

DOES NOT DISPLACE OR COMPETE
WITH DOMESTIC, GRAIN-FED MEAT

Allegations that imported fresh chilled and frozen

manufacturing meat forms a basic threat to the United States

cattle raisers, feeders and farmers, are clearly incorrect.

Beef, by far the largest volume import, represents a small but

very necessary portion of the total United States supply of
1/

meat. While almost all imported beef is used for manufac-

turing purposes, most domestic beef is grain-fed and uneconom-

2/

ical for manufacturing use.

1/

In its presentation to the Senate Finance Committee
October 20, 1967, the MIC submitted a table illustrating
the total supply of meat and poultry in the United States
from 1950 to 1966. This exhibit, indicating trends up
to and including the full year 1967, is attached hereto
as Appendix I.

Of all meats imported into this country, beef is by far
the largest volume item. Public Law 88-482 (the present
quota law) covers fresh, chilled or frozen beef, veal,
mutton and goat. 1In 1967 the total quantity of these
meats imported equalled 894,863,994 1bs., of which
826,336,809 lbs. was beef. Virtually all of this beef

was of the lean, grass-fed variety with a fat content of
only around 10% as compared to a fat content of around

25% in domestic, grain-fed cattle. (Poundages are official
Bureau of Census figures.) .

95-159 O - 68 - pt. 7 - 33
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Table beef, classified as "Prime", "Choice", and "Good",
consists of high quality cuts generally'sold for use without
processing.3 The steers that eventually are used for table
beef are fed on a concentrated diet designed éo produce the ten-
der, high-fat content meat generally associated with American
high-quality cuts. Feeding occurs after American cattle raisers
have shipped the animals to feedlots, generally‘at a weight of
between 300 and 500 pounds. American cattlemen have concen-
trated on fed animals in order to obtain thé highest gross re-
turn.

Manufacturing meat is not as tender as grain-fed meat
and is much lower in fat content. Insufficient quantities of
manufacturing beef are available in the United States which,
of course, accounts for the growing volume of imported grass-fed
beef, which is comparable to American "Utility", "Cutter", or
"Canner" grades. These grades are used to manufacture processed
foods and meat prbducts such as hamburger, frankfurters, luncheon
meats, and various sausages. Domestic lean beef and imported
manufacturing beef may be used interchangeably by most producers

and packers. Since United States cattle are generally fed and

3/ The official grades for slaughter cattle and for beef are
- (in descending order of suitability for table beef) Prime,
Choice, Good, Standard, Commercial, Utility, Cutter and

Canner. (United States Tariff Commission, TC Publication
128. June 1964, p. 6.) In Australia, the principal sup-
plier of fresh frozen grass-fed beef, comparable classifi-
cations are 1lst, 2d and 34 gqualities. See statement of
William Warwick Stenning, U.S. Senate Hearings, October 20,
1967, attached hereto as Appendix VI.




3221

because the domestic cow and bull population is insufficient to
fulfill :‘the needs of manufacturers, imported lean, fresh frozen

meats are -essential to our econony .

Beef Consumption at All-Time High Level

Beef consumption in the United States has risen to an
all-time high, with per capita consumption of domestic fed beef
up to 71 pounds out of total 1967 beef supply of 106.1 pounds
per capita. Of the 106.1 pounds, 100.4 pounds were attributable
to domestic production. In 1966 thé per capita supply of fed
beef was only 66 pounds. Conversely, the total domestic supply
of processing beef, including imports, declined from 16.2 pounds
to 14.6 pounds per capita, a decrease of about 10% (Appendix II).

Clearly, then, the domestic cattle raiser and feeder
should be in a better position to make profits unless this in-
creased supply was brought about by other factors such as indis-
criminate feeding practices. With total U.S. supplies of all
beef and veal up to 21.8 billion pounds in 1967 (Appendix I)
and per capita consumption of fed beef up to 71 pounds, while
the total supply of processing beef declined, there is no reason
for any further artificial restr?ction of the market through

import quotas.

Prices Paid for All Grades of Beef Are Higher

The vast majority of importers and domestic users have
long maintained that fresh frozen beef from abroad does not

compete with United States products of higher grade. Imports do,
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however, compete directly with domestic cow and bull beef,
generally classified as manufacturing Qrade meat.

Examination of the current price structure in the United
States, by grade rather than origin, shows a clear pattern of
increased potential prosperity for all involved. United States
Department of Agriculture reports of average utility grade
prices at Chicago (Appendix III) show that the market in which
imports compete is extremely healthy. 1In 1954, during which
period there were virtually no imports, the average price per
hundredweight was $11.46. In 1957, the year in which fresh
frozen meat imports began to grow, prices rose to $13.61 and
continued to rise throughout the 60's to a 1967 average of
$17.52. During the first four months of 1968 the average price
paid for utility grade live steers at Chicago was $18.32 per
hundredweight.

The old argument that all sales of red meat deprive U.S.
cattlemen and feeders of sales of choice prime beef and diminish
their ability to work profitably, is illusory and totally unsup-
ported by fact. Average prices for choice steers have followed
fairly steady upward patterns while per capita consumption has
increased sharply.

Average prices for phoice steers during the years Public
Law 88-482 haé been in effect ranged from $23.12 to $26.04 per
hundredweight on an annual average. Monthly reports for this

year show an average for the first four months up to $27.34
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per hundredweight. The following chart shows prices for
choice slaughter steers and feeder stock during the period
1963 - first four months 1968. The price patterns prove that

imported meat does not injure the domestic meat producer.

TABLE 1
Steer Prices

$ PER 100 LB.

30

28 (——Slaughter ste

26

24

22

-
[T T RTI T P PP P P P TR T

20 ittt
1963 1964 - 1965 1966 1967 1968
SOURCE: U.S. Department of Agriculture
(Slaughter steer prices-Choice at
Chicago and Feeder Steers-Choice
550-750 lbs. at Kansas City)
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II
UNITED STATES SUPPLIES AND CONSUMER
DEMAND FACTORS CONTROL IMPORT VOLUME

The production of meat is subject to many of the same
external forces which affect agricultural commodities generally.
Such factors as drought, unseasonably warm or cold weather, and
other conditions, affect the ability of the farmer or rancher
to deliver his cattle. The same is true of imports. It has
been alleged that import fluctuations have a detrimental effect
on the cattleman and feeder. It has also been averred that
imports alone cause major problems. Such charges are incorrect.

No one contends that variations in month-to-month imports
are totally non-existent, but they do not approach the level of
significance alleged and do not have any negative effect on total
domestic supplies and prices. Peaks and valleys in total domes-
tic supply, reflecting seasonal patterns and market trends, are
ever present, as demonstrated by the following Table 2. Note
that domestic production is the major factor. While stocks re-
main fairly consistent, imports, which of course do vary from
time to time, merely follow the general pattern in the industry.

Import Share of U.S. Market Is More Stable
Than Domestic Supplies

Imports are small when compared to domestic production.
Variations in the volume of domestic production are freguently
four to five times greater than moderate fluctuations in the

volume of imports. Demand for meat dictates the level of
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slaughter. The following USDA table indicates that cattle
slaughter itself, if charted on a month-to-month basis, will

show peaks and valleys.

TABLE 3

CATTLE SLAUGHTER

THOUS. HEAD

600

500

bl b lll'l!lllJ_l_l_I
J11

yu |
APR. JuLY OcCT.

FEDERALLY INSPECTED.

bt
o
gy
.
u

U. & DEPARTMENT OF AGRICULTURE NEG. ERS 5260- 68 (4)) ECONOMIC RESEARCH SERVICE

Import impact can only be measured in the cohtext of
total U.S. supply. Tables 2 and 3 reflect U.S. production of
commercial beef. In 1967, import share of total supply ranged
from a high of 6.8% of total supply -to a low of approximately

3.5%. In terms of impact, this is a variation of only 1.65%
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from the average of peak and valley. In 1964 the equivalent
figure was 1.6%; in 1965, 1.35%; and in 1966, 1.65%. Table 2
clearly shows that the peaks and valleys in U.S. commercial
beef supply are principally the product of peaks and valleys

in U.S. domestic production. Such import variations as do
occur are overshadowed in significance by these domestic varia-
tions.

Some increases or decreases in import volume from month
to month are unavoidable. Just as domestic cattlemen are sub-
ject to unpredictable forces such as weather, production in
other parts of the country, consumer preferences, etc., the
importer is subject to these and other variables, including
delays in loading operations in supplying nations, storms at
sea, strikes by longshoremen, and others, which, of necessity,
cause movements in.import supply. But, as Table 2 clearly
shows, these variations are so small in relation to total U.S.
supply as to be negligible. They are not unpredictable and

follow a clear, annual, pattern, as shown in Table 4.

Import Patterns Result from U.S. Demand

Month-to-month imports are shown in Table 4 as a 3-month
moQing average. The moving average brushes away the insignifi-
cant peaks and valleys attributable to the aforementioned exter-
nal factors, and allow the underlying predictable pattern to

be seen more clearly.
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In each year, including 1967, imports follow increasing
demand during the peak season ending roughly in August or
September. Thereafter, during the final months of the year,
volume decreases substantially. This annual trend is matched
by similar movements in domestic production (See Table 2) . How-
ever, major fluctuations in domestic production and supplies
within a given year occur more often. Comparing three full
years under the import quota law, imports have been more pre-
dictable than domestic supplies.

Trends charted on Table 4 are purely the result of de-
mand. Since imports are used in manufacturing hamburgers,
hot dogs and other convenience foods, it is reasonable that
demand is highest during the summer and fall months when vaca-
tions occur and outdoor eating is at its height.

It has been established that peaks and valleys exist in
. domestic supply, that the variations in imports are small com-
pared to variations in total supply, and that import highs and
lows are generally predictable. Another factor is most signifi-
cant. More than 90% of all imported fresh frozen meat is sold
to United States customers prior to date of shipment from the
exporting country. The impact of two or three vessels arriving
in the United States on one day, even if not originally sched-
uled to arrive simultaneously, is therefore minimal. The exact
date of arrival is a meaningless statistic in terms of impact.

Profits in any industry, and especially in livestock

raising and meat production, must be related to a sound market
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and reasonable production techniques. Indiscriminate placement
of cattle on feed~£o take advantage of the seemingly most
profitable table beef market, increased supplies and reduced
profits. Imports have had little, if any, effect on this
bu;iness. If prices are an indicator, then the meat business
is, or should be, in a healthy state. With per capita consump-
tion up, population up, and prices for both grain-fed and
manufacturing meat at 10-year highs, profits should‘be attain-
able. If they are not, no reasonable basis exists for blaming
imports. The domestic industry can solve these problems without

tampering with the existing quota law.
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ITT

LIVE CATTLE IMPORTS MUST BE

CONSIDERED AS PART OF U.S. CATTLE-

MEN'S OVERPRODUCTION PROBLEMS

Cattlemen and feeders want to talk about fresh frozen

meat imports while not wanting to review crescive imports of
live cattle entering our country from Canada and Mexico. These
animals are basically destined for feedlot and uitimate use as
grain-fed table beef. We have documented that imports of manu-
facturing meat compete in a market where volume is high and
prices paid for both U.S. and imported products are steadily
rising. Also, choice beef and steer prices are moderately
higher and should ultimately, under prudent business practices,
result in profits to the feeders. The importation of live
cattle, for concentrated feeding, is a matter for careful con-
sideration before stampeding toward new quota restrictions on

fresh frozen meat imports.

1968 Live Cattle Imports Up Sharply

Bureau of Census reports on current live cattle imports
show that short-term supplies are increasing. Since 1960 imports
have averaged about 900,000 head péf year. Most of these animals
are 200 to 699 pound cattle, suitable as stockersAand feeders,
and compete with U.S.-raised cattle for space in American feed-
lots. In March 1968 such imports were up 64% over the same

period of 1967 from 60,233 to 98,689 head. Comparing the first
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quarter of 1967 with this year shows that imported live cattle
rose 39.5% to 224,112 head from 160,251 head. Although price
information is not readily available, it is fair to assume that
whatever was paid to Mexican and Canadian ranchers for these
cattle represented money that, regardless of the reason, did
not go to sustain the U.S. cattleman's economy.

The United States Tariff Commission has estimated that
live cattle account for two to three per cent of apparent U.S.
consumption and that about three-fourths of all cattle imported
weighing between 200 and 700 pounds are destined for placement
on feedlots.i/ United States Department of Agriculture reports
of live cattle imports show that, during the year 1967, 705,000
héad of cattle were imported in the under 700-pound range.
Other USDA estimates  show that meat equivalent of live cattle

imports is husky and indeed must be considered as a factor in

any intelligent approach to any quotas on the industry.

4/ Summaries of Trade and Tariff Information, Volume 1,
Animals and Meats, TC Publication 250, 1968.

5/ U.S. Imports of Cattle and Beef Compared with U.S. Produc-

- tion, By Years, 1954-66, Tabulated by United States Department
of Agriculture. See Import Quotas Legislation, Hearings
Before the Committee on Finance, Etc., Part II, October
1967, p. 721.
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TABLE 5

Number of cattle imported,

1954 to date 1

: Cattle
year : 700 pounds and over . Under 700 pounds :
scows for: H : Under : 200 to : : Total
: dairy : Other : Total : 200 : 699 : Total :
:purposes: : : pounds : pounds : :
- Head -
1954 17,633 46,798 64,431 2,872 3,377 6,249 70,680
1955 26,676 73,696 100,372 3,795 191,849 195,644 296,016
1956 24,364 14,038 38,402 4,419 97,984 102,403 140,805
1957 19, 342 230,272 249,614 18,400 434,901 453,301 702,915
1958 20,841 311,724 332,565 16,811 776,837 793,648 1,126,213
1959 16,600 135,956 152,556 31,775 503,725 535,500 688, 056
1960 20,618 80,496 101,114 33,852 509,584 543,436 644,550
1961 25,018 125,070 150,088 37,260 835,451 872,711 1,022,799
1962 15,515 108,937 124,452 66,240 1,041,564 1,107,804 1,232,256
1963 11,876 69,163 81,039 63,739 688,938 752,677 833,716
1964 13,963 47,657 61,620 63,876 403,375 467,251 528,871
1965 15,266 150,603 165,869 80,991 863,771 944,762 1,110,631
1966 21,472 105,380 126,852 126,494 828,128 954,622 1,081,474
1967 12,948 21,920 34,868 97,738 607,842 705,580 740,448
I tmports for consumption. Imports from Virgin Islands not included
Data are preliminary.
Meat animal imports: Number of cattle imported,
United States by months 1964 - 67
Year Jan. Feb. Mar. Apr. May June
1964 56,753 54,178 50,604 70,264 - 42,005 11,416
1965 37,696 48, 480 55,569 80,510 83,469 62,155
1966 100, 338 76,324 113,603 90,600 91,534 49,369
19671 57,985 40,551 59,293 79,270 63,540 29,951
Year July Aug. Sept. Oct. Nov. Dec.
1964 9,899 9,010 18,937 44,076 74,157 87,570
1965 51,546 55,084 73,626 102,048 232,839 227,609
1966 27,578 43,095 56,387 95,460 168,728 168,458
19671 17,953 29,810 33,539 61,421 129,211 137,924

1 Dpata are preliminary

SOURCE:

United States Department of Agriculture
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overproduction Problems May Be Aggravated
by Live Cattle Imports

In May 1968, the United States Department of Agricultire
reported that, as of the end of the first quarter of 1968,
10.7 million cattle and calves were on feed in 32 of the major
livestock producing states. This, according to the report, is
200,000 head more than a year earlier, indicating a 2% increase

6/
in cattle on feed.

Major Problem of overproduction Worsened
by Live Cattle Imports

The number of cattle on farms has risen sharply and cur-
rent reported beef cattle inventory is also increasing.

The oversupply of fed beef may be expected to bring about
a continued soft market unless those directly involved in U.S.
production slow down their race to bring animals to feed. As
has been stated, increased cattle population and sharply increased
imports of live cattle will result in oversupply of such animals.

Cattlemen concede that their major problem is one of overproduction

6/ Livestock and Meat Situation, United States Department of
Agriculture, May, 1968.

7/ John H. Guthrie, President, American National Cattlemen's

- Association, June, 1967 issue of Feedlot magazine. See also
the lead editorial on page 23 in the May 6, 1967 issue of the
National Provisioner, one of many sources reporting a campaign
Taunched on April 21, 1967 by the American National Cattle-
men's Association (Market Development Committee) to establish
an "industry-inspired guideline" aimed at cutting the national
supply of beef by at least 59. The editorial characterized
the issue facing the cattlemen as "How the beef industry
can get out from under the surfeiting abundance that threatens
to bury it unless supply is brought into line with effective
demand."
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TABLE 6
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ERRATIC U.S. MANUFACTURING MEAT

SUPPLY IS PARTIALLY REMEDIED BY

DEPENDABLE IMPORTS

More than 90% of all meat imports are sold by the
American importer to users prior to exportation from country of
origin. Domestic manufacturers and other users, relying on
commercial and official estimates of meat available from U.S.
production, forecast their needs and place orders based on
supply and demand in the United States. In the case of meat
being exported from Australia and New Zealand, a lead time of
approximately 60 days between date of order and date of delivery
is required. Subject to variables such as inclement weather
and delays at ports of entry, our manufacturing industry can,
with great accuracy, predict where and when imports may be
expected. There is no mystery about imports, but in the case
of domestic production, erratic supplies cause no end of trouble.
The sharp rise in per capita consumption of manufacturing

beef from 15.7 pounds in 1964, the first year of existing quota
systems, to approximately 17.2 pounds in 1966, the last year
for which full reports are available,g/ while U.S. available
supplies of such meat dropped, verifies the need for imports as
a stabilizing factor. Prior to 1957 meat imports were infini-
tesimal. 1In 1958, imports were twelve times as large as in 1956.
It is clear that this dramatic increase in imports was caused by

the sharp decline in domestic manufacturing beef supply in 1958.

8/ See Appendix IV.
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Despite increased imports, total manufacturing beef
supply was markedly smaller in 1958 than in 1957, causing a
sharp increase in prices for Utility and Cutter grade cattle.
During the same period, despite the rapid increase in imports,
average Choice steer prices rose from $23.83‘in 1957 to $27.42
in 1958. This price increase was the result of the fact that
domestic table beef supply dropped in 1957 and 1958.

In 1963 and 1964 domestic table beef supply jumped
sharply upward, driving steer prices down correspondingly. 1In
1963, the year imports reached an all-time high, domestic manu-
facturing meat supplies reached the lowest point in recent
history. Despite the size of imports in 1963, combined imported
and domestic mandfacturing beef supply was lower than in 1962!

The increase of imports to a small but important level
during the past decade has been in response to demand created
by continuing short supply of domestic manufacturing meats.
There has been no alternative but to impoft supplemental ‘quanti-
ties of meat to fulfill the needs of American consumers. Recog-
nition of this problem and others affecting the raising of
cattle and production of meat by major segments of the industry
is witnessed by a recent "Prospectus for the Meat Industry”
issued by the Senior Vice President of one of America's large
meat companies which is a major importer-exporter of meat prod-
ucts (See Appendix VII).

Corporate action based on long range forecasts and the

ability to produce high quality steers on the same basis as
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TABLE 8

INDICES OF AVERAGE RETAIL PRICES
OF SELECTED MEAT PRODUCTS AND

U.S. INPORTS OF BONELESS BEEF

PERCENT (1957-59=100)
130

I
120 f £
/| |\ | HAMBURGER ~—-
1o \ /s /
A\ N
100 L | \
“l \NN
ROUND STEAK
90 /)
¥ /]
\\ /
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70
Al ||
MILLION POUNDS
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800 \ //
BONELESS BEEF |/
600 IMPORTS / V4
400 \\/)\/
200 /
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1950 ‘52 '54 '56 '58 '60 ‘62 ‘64 66

Source: Official Statistics of the U.S. Departments of Commerce and Labor.
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imports, i.e., in amounts equal to demand, would cure the cur-
rent price weakness for high quality U.S. steers. With the
consumer as ultimate beneficiary, our entire industry should
gear production to satisfy the demand both for grain-fed prod-
ucts and lean meat foods. Without imports to even-out the
erratic domestic production and meet the steadily fising demand
for lean meat, there would be recurring inflationary price cycles.
Steer and heifer production and prices continue to follow
historic trends. Domestic table beef supply fell in 1962 and
1965 and in each of those years average steer prices rose. No
similar correlation between imports can be drawn. Viewing cur-
rent production and price strﬁcture as reported by the USDaA,
there is an indiéation that prices now are rising in a parallel

fashion with increased production of such beef. (See Table 9.)

TABLE 9

STEER & HEIFER BEEF PRODUCTION & PRICES*

POUNDS DOLLARS
Price per cwt. |‘
(N 'd
18 },-.;/—_-\ 7 (27
’,
16 S 24
|
Production per capita
14 21
12 =t 418
19 1964 1965 1966 1967 1968

* Prices based on Federally inspected carcass
weight, Chicago and Kansas City.
SOURCE: U. S. Department of Agricultyre
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v
NEW QUOTA CONTROLS WILL PRECIPITATE
AN INFLATIONARY CYCLE IN DIRECT CON-
FLICT WITH THE BEST INTERESTS OF
AMERICAN CONSUMERS
The rising value to the American family in meat products
is directly related to a free availability of manufacturing
grade beef on which production of hamburgers, frankfurters,
luncheon meats and other staple meat food products depends.
If normal channels of manufacturing meat supply are artifiéially
limited to certain levels by import gquotas, the consumer, pre-
dominantly those from lower income families, will suffer most.
Imported lean manufacturing beef is necessary to a continuation
of modestly-priced basic food products. Of all beef imported
into the United States, more than half is estimated to be
destined for use in the manufacture of hamburger or ground

9/

meat.

Imported‘Meat Supports Overall
Prime Beef Price Structure

A major factor in American "prime beef" production is
maximum utilization of fat trimmings from grain-fed beef in

combination with lean manufacturing beef, to make hamburger and

9/ United States Tariff Commission Report on Beef and Beef

- Products, June 1964, TC Publication 128, p. 31, concluded
that about 58% of imported beef in 1963 was destined for
the manufacture of hamburger.
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ground beef. The relationship between imported beef and ham-
burger, and the manner in which domestic high-value beef pro-
ducers rely upon imports to utilize fat which would otherwise

be wasted, is shown by the following excerpt from the U.S. Tariff
Commission's 1964 Report:

The fat content of hamburger generally ranges
from 25 to 35 percent. -To obtain hamburger con-
taining 25 percent fat, the butcher may grind
together 60 pounds of imported boneless beef (fat
content 10 percent) with 12 pounds of 100-percent
fat trimmings from Choice steaks or roasts. For
hamburger containing 30 percent fat, he may com-
bine 40 pounds of rough Choice trimmings contain-
ing 60 percent fat with 60 pounds of imported
boneless beef. In the foregoing examples, domes-
tic boneless beef from Canner and Cutter cows
may be substituted for the imported product, with
adjustments being made for the slightly higher fat
content of the domestic.product (generally closer
to 15 percent than 10 percent). 10/

When retailers, chain storés and processors buy a beef
carcass, the price they can affofd to pay is directly dependent
upon maximum utilization of all portions. If such purchasers
cannot upgrade fatty trimmings by combining them with leaner
meats to make processed products, the trimmings must be sold to
the tallow renderer.ll/

American cattlemen and feeders concede that they are
in a cost-price squeeze due, in part, to an oversupply of grain-

fed beef. This position will only deteriorate further if the

10/ 1Ibid., p. 32.

11/ "Beef trimmings", containing both fat and lean, with fat

- content ranging from 30% to 60%, account for about 23% of
the average grain-fed carcass. 100% pure fat trimmings
account- for about an additional 11% of the carcass.
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large percentage of fat and trimmings from average grain-fed
animals must be sold to the tallow renderer at approximately
five cents a pound. If supermarkets and other retailers can
sell these combined trimmings to the public as hamburger for
55.1 cents a pound, or 70.6 cents a pound as frankfurters,
American cattlemen receive a higher return than otherwise would
be the case. (See Table 10, showing average retail prices.)
The basic stockyard price for grain;fed beef is dependent on a
full utilization of the carcass and .trimmings.

Low Income Consumers Rely On
Low-Cost Hamburger

Table 11 shows estimated hamburger consumption in 1963,
1966, and 1967, broken down to show the sources from which the
hamburger was produced. 1In 1967, it is estimated that 3.1 pounds
of imported lean manufacturing beef per capita were consumed in
the form of hamburgers. This means that, of the total 3.9
pounds of domestic fed beef fat trimmings per capita combined
with lean beef to produce hamburger, about 2 lbs. per capita are
allocable to combination with imported lean manufacturing beef.
Imported lean manufacturing meat is estimated to have accounted
for over 13% of all hamburger consumed since 1966.

Hamburger is a basic American meat food product. About
32-1/2% of all beef consumption during 1967 was in the form of
hamburger, up from 30.8% in 1963. It is, therefore, reasonable

to assume that elimination or curtailment of imported manufacturing
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grade beef would cause a sharp rise in the price of hamburger
to the consumer.lz/

It is impossible to make any exact prediction concerning
consumer prices. Price increases would clearly be substantial
on almost all manufacturéd meat products because a reduction
in imports would constitute an artificial factor in total supply.
Regulated supplies and rising demand would force prices up.

Inflation is a major cause of concern throughout the
United States. The cattlemen have stated that it is one of
their most pressing problems. Apparently, however, inflation
facing the American housewife is placed in a different category.

Overproduction of fed cattle resulting in oversupplies
of grain-fed beef and the related depression in net return to
the rancher, cannot be separated from the national interest.
However, this chronic problem bears no relation to imports of
lower grades of beef. If lean beef supplies are curtailed
through an additional system of import quotas, processed meat
products will become more expensive and in some instances will
be priced out of the market. A diversion of consumers to meat

substitutes would hurt all red meat production.

12/ Prior to Senate Hearings on quota proposals in October

- 1967, the Meat Importers' Council, Inc. undertook a survey
to determine, to the extent possible, the potential effect
on consumer prices of a new quota system similar to that
provided for in S. 1588. The terms of S. 1588 were sub-
mitted to meat processors and retailers, including large
national chain stores. Many of these concerns referred
the matter to their own marketing staffs. Based on the
response received, the Meat Importers' Council has con-
cluded that hamburger prices would go up by at least 20%,
and possibly by as much as 50% within a year.
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Imports stabilize total U.S. supply of manufacturing
meat and thereby stabilize prices to consumers. Average retail
prices for hamburger have risen to 55.1 cents per pound in
March of 1968, while frankfurter prices have risen only .6¢
to 70.6¢ per pound.

In the case of grain-fed beef, prices show a short-term
pattern which must give the consuming public cause to tremble.
Average retail prices last year for round steak were estimated
to be slightly over $1.10 per pound. In March of this year
that price was up to $1.135, while rib roast average prices
last year of approximately 94¢ per pound rose in March to about
97.3¢ per pound. Although these‘prices (all set forth in
Table 10) are based on monthly reports rather than annual aver-
ages, they demonstrate the "peaks and valleys"” confronting
housewives. The stabilizing influence of imports after 1957
helped manufactured meat food products experience more stable
price patterns. The consumer benefits from regular supplemental
supplies of lean manufacturing meat.

"Hamburger is the college student's lifeline" very accu-
rately reflects why this wholesome and low-priced American meat
product has grown in importance. At no time has consumption of
hamburger in the United States been higher. With the advent
of drive—ins,'short-order restaurants, outdoor cooking and sim-
ilar modern living conveniences, per capita consumption of ham-
burger rose from 29.3 pounds in 1963 to 35.6 pounds in 1967.

Estimates of hamburger consumption indicate a rise in total
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quantity from 5.4 billion pounds in 1963 to almost.7 billion
in 1967 (see Table 11).

Any upward price movement for hamburger resulting from
restricted supplies of raw material, would affect those who can
least afford to pay the price of inflation. The following-
"Letter to the Editor", writtgn by a university student, bears
witness to the sensitivity of this sector of the American public
to legislation which eventually would unnecessarily prejudice
them:lg/

THE WASHINGTON POST
Monday, June 3, 1968

Letters to the Editor

Meat Quota Bill

I am a junior at the University of Maryland
and I am currently taking a foods course. It has
come to my attention that Senator Hruska (R.-Neb.),
"the champion of Nebraskan cattlemen," is attempt-
ing to pass a meat quota bill. (Washington Post,
"The Washington Merry-Go-Round," May 11). This
bill would raise the price of the cheaper brands
of meat, such as hamburger and frankfurters, to
the outrageous price of 99 cents a pound. The
National Restaurant Association warns that this
bill would increase by 30 to 50 per cent the cost
of hamburger to the consumer. Granted that
Nebraska corn-fed beef is a premium product, but
hamburger is ground from utility cuts and it is
23 per cent fat. Hamburger has been termed as
poor people's food and it is also the college
student's lifeline. Some of the poor of our
Nation were given their first taste of American

13/ The Washington Post column referred to in the letter is
attached as Appendix V.
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hamburger in the opening meal at Resurrection

City. At 50 cents a pound, it is difficult for

some to enjoy ground beef; at 99 cents it would

be virtually impossible. I wish that Senator Hruska
would reconsider the effects that such a bill would
cause. To the poor who live on greens and corn-
bread, hamburger is a luxury. If a meat quota bill
is so important, why not raise the price of the more
expensive cuts of meat? The rich people are not
starving or undernourished. An increased price

in the better cuts of meat would not have as det-
rimental an effect on the rich as an increase in
hamburger would have on the less fortunate of our
Nation.

JANE REYNOLDS DEAN
College Park [Maryland]

Meat entering the United States under P.L. 88-482, pre-
dominantly manufacturing beef, mékes up a very small percentage
of total U.S. supply. It can never be expected to reach a level
where new non-tariff barriers would be necessary or desirable.
Cattlemen and raisers, who already enjoy the ultimate form of
tariff and non-tariff protection, should not be granted any

additional advantage.

CONCLUSION

The cattlemen and feeders fail to make a case for addi-
tional meat import quota protection. Prices for live cattle are
steadily rising. Retail and wholesale returns for meat and
meat food products are up. Demand has increased regularly to
record levels. Total supply is at an all-time high. Imports, a
normal part of total supply, cannot be blamed for losses properly

attributable to indiscriminate feeding and raising procedures.



3249

Any new, artificial barriers to imports, disrupting current
balances of supply and demand, would severely penalize the con-
sumer by increasing costs unnecessarily, thereby raising retail
prices. No one would profit under such conditions.

For the foregoing reasons the Meat Importers' Council,
Inc. strongly opposes H.R. 9475 and any similar legislative pro-
posals. Unnecessary and undesirable meat import quota controls
would limit consumer choice of meat food products, injure cattle-
men, have no favorable effect on feeders, and would conflict with
American trade policies. It is imperative that all segments of
our meat industry recognize that restrictions on imports of
manufacturing meats would penaliée those consumers who can least
afford to pay more for staple food products, or contribute to
the support of special interests.

Accordingly; it is urged that the Committee on Ways and
Means and Congress reject meat import quotas as contrary to our
national interests.

Respectfully submitted,

MEAT IMPORTERS COUNCIL, INC.
New York, New York

I
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COUNCIL INC.

MEMBERSHIP ROSTER

ALBERTI FOODS INC.
36 S. Washington Street
Hinsdale, Illinois 60521

ALLIED PACKERS CO. LTD.
100 014 York Road
Jenkintown, Pennsylvania 19046

AMERICAN CONSUMER INDUSTRIES, INC.
375 Park Avenue
New York, New York 10022

AMTRACO COMMODITY CORPORATION
2 Broadway -
New York, New York 10004

Cc. F. ANDERSON MARKETS, INC.
420 South Avenue
Whitman, Massachusetts 02382

AUSTRACAN (USA) INC.

855 Avenue of the Americas
New York, New York 10001

9

BALFOUR, GUTHRIE & CO. LTD.
225 California Street
San Francisco, California 94111

B.N.S. INTERNATIONAL SALES CORP.
52 Broadway
New York, New York 10004

BOOTH AMERICAN SHIPPING CO.
17 Battery Place
New York, New York

BOOTH COLD STROAGE DIVISION
CONSOLIDATED FOODS CORPORATION

2 North Riverside Plaza

Chicago, Illinois 60606

THOS. BORTHWICK & SONS (USA) LTD.
61 Broadway
New York, New York 10006

BOUKOURIS & CO. LTD.
80 Broad Street
New York, New York 10004

BERNARD BOWMAN CORPORATION
122 East 42nd Street
New York, New York 10017

CANADA - PACKERS
25 Broadway
New York, New York 10004

CAPRI IMPORTERS & TRADING ENTER-
PRISES INC.

3273 Hubbard Street

Detroit, Michigan 48210

CENTRAL BEEF COMPANY
255 Southhampton Street
Roxbury, Massachusetts 02119

CHARLESTON OVERSEAS FORWARDERS INC.
406 Peoples Building

P.O. Box 860

Charleston, South Carolina 29402

CHICAGO DRESSED BEEF COMPANY
256 Franklin Street
Worcester, Massachusetts 01604

COLUMBUS LINE, INC.
26 Broadway
New York, New York 10004

A. J. CUNNINGHAM PACKING CORPORATION
88 Newmarket Square
Boston, Massachusetts

DALGETY (USA) INC.
5901 N, Cicero Avenue
Chicagn, Illinois 60646

N. J. DEFONTE CO., INC,
11 Broadway
New York, New York 10004



EUGENE A. DERBA & CO. INC.
130 Newmarket Square
Boston, Massachusetts 02118

B. DeYOUNG CO. INC.
1437 Gulf-To-Bay Blvd,
Clearwater, Florida 33515

ELLERMAN & BUCKNALL STEAMSHIP
CO., LTD.

26 Beaver Street

Mew York, New York 10004

A, J. ELLIOTT MOTOR TRANS. INC.
Room 8, Commonwealth Pier

Pier No. 5

Boston, Massachusetts 02210

ERB STRAPPING CO. INC.
695 Washington Street
New York, New York 10014

FARRELL LINES INC.
1l Whitehall Street
New York, New York 10004

FURNESS, WITHY & CO., INC.
34 Whitehall Street
New York, New York 10004

GARCIA & DIAZ, INC.
25 Broadway
New York, New York 10004

GULF FLORIDA TERMINAL CO,
Thirteenth & York Street
Tampa, Florida

GURRENTZ INTERNATIONAL CORPORATION
200 South Craig Street
Pittsburgh, Pennsylvania 15213

HARBORSIDE TERMINAL CO. INC.

34 Exchange Place
Jersey City, New Jersey 07302
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HILL-N-DALE MEAT CO, -
P.0. Box 61 .
Downingtown, Pennsylvania 19335

INTERCONTINENTAL MEAT TRADERS INC.
228 North La Salle Street
Chicago, Illinois 60601

IPL, INC.
26 Broadway
New York, New York 10004

KRESS~DOBKIN CO. INC.
Parkway Center; P.O. Box 8539
Pittsburgh, Pennsylvania 15220

LEVBAK TRADING COMPANY, INC.
200 21st Avenue, P.O. Box 3252
Seattle, Washington

LOCAL & WESTERN SHIPPERS OF TEXAS INC
2131 Republic Natl, Bank Tower Bldg.

Dallas, Texas 75201

LONG TRANSPORTAION CO.
3445 Paterson Plank Road
North Bergen, New Jersey

MANZ LINE JOINT SERVICE
26 Beaver Street
New York, New York 10004

MARTIN PACKING COMPANY
49 Plane Street
Newark, New Jersey 07102

MEAT IMPORTERS INC.
6986 N.W. 36th Avenue
Miami, Florida

MEAT TRADERS OF CALIFORNIA
9015 Wilshire Blvd.
Beverly Hills, Cilifornia 90211

A, J. MILLS & CO. INC.
342 Madison Avenue
New York, New York 10017



MILWAUKEE IMPORT CO. INC.
2900 Fourth Avenue South
Seattle, Washington 98134

MURPHY, COOK TERMINAL CORPORATION
506 Bourse Building
Philadelphia, Pennsylvania 19106

OVIMPEX INC.
11 Park Place
New York, New York 10007

PACKERS PROVISION COMPANY
1256 01d Skokie Road
Highland Park, Illinois 60035

PENNSYLVANIA REFRIGERATED TER-
MINALS INC.

Delaware & Oregon Avenues

Philadelphia, Pennsylvania 19148

PORT LABELING CORP.
424 Hudson Street
New York, New York 10014

PORT LINE LTD.
25 Broadway
New York, New York 10004

PORT NEWARK REFRIGERATED WAREHOUSE
Building 125

Tyler & Mohawk Streets

Port, Newark, New Jersey

G. A. PORTELLO & CO., INC.
2095 Jerrold Avenue
San Francisco, California 94124

EMMET PURCELL & ASSOCIATES
593 Market Street
San Francisco, California 94105

QUICK FRY STEAK CO. INC.
P.O. Box 237
Villanova, Pennsylvania 19085

QUINCY MARKET COLD STORAGE &
WAREHOUSE CO.

178 Atlantic Avenue

Boston, Massachusetts 02110
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S. & W. IMPORTS INC.
3725 South Halstead Street
Chicago, Illinois 60609

B. SCHWARTZ & COMPANY
2055 West Pershing Road
Chicago, Illinois 60609

MYRON SNYDER INC.
332 Newbury Street
Boston, Massachusetts 02115

SOUTH CAROLINA STATE PORTS AUTHORITY
P.0. Box 827
Charleston, South Carolina 29402

JOHN E. STARNE CO.

120 South La Salle Street
Room 1104

Chicago, Illinois 60603

JOHN THALLON & CO. INC.
50 Broad Street
New York, New York 10004

THE MANHATTAN REFRIGERATING CO.
525 West Street
New York, New York 10014

THE TUPMAN THURLOW CO. INC.
155, East 44th Street
New York, New York 10017

TOBIN PACKING CO. INC.
900 Maple Street
Rochester, New York 14611

TOPEL INC.
408 W, 14th Street
New York, New York 10014

TRUGMAN-NASH INC.
105 Hudson Street
New York, New York 10013

UNION TERMINAL COLD STORAGE CO. INC.
12th & Provost Streets
Jersey City, New Jersey
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YORK INTERNATIONAL EXCHANGE CORPORATION
60 East 42nd Street
New York, New York 10017

ZIEL & CO, INC.
230 California Street
San Francisco, California 94111
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APPENDIX II

Per Capita Beef Consumption by Source of Supply

Domestic
Total Fed Beef Other Table Beef Processing Supply
Year Supply Supply Domestic Imported Total Domestic Imported Total
(1) (2) (3) (4) (5) (6) (7) (e)
----Pounds per capita----
1954 80.1 33.3 33.5 * 33.5 13.2 0.1 12,2
1955 62.0 37.2 30.6 #* 30.6 14.0 0.2 14.2
1956 85.4 39.3 32.3 * 32.3 13.6 0.2 13.8
1957 84.6 38.5 33.0 .1 32, 12.3 0.7 13.0
1958 80.5 39.3 29.7 .4 30.1 €.1 2.0 11.1
1959 gl.4 41.7 28.5 .5 29.0 7.3 2.4 10.7
1960 85.2 45.8 28.4 .5 28.9 7.9 2.6 10.5
1961 88.0 49,0 27.7 7 28.4 7.0 2.6 10.6
1962 88.8 53.8 21.2 .8 22.0 7.2 5.8 13.0
1962 94.3 55.7 24.9 .9 25.8 6.3 6.5 12.8
1964 99.7 60.7 25.4 L3 25.7 8.7 4.6 13.2
1965 99.3 60.0 - 22.4 .4 23.8 11.9 3.5 15.5
1966 104.0 65.0 21.4 .4 21.8 11.4 4.8 16.2
1967p 106.1 71.0 20.1 .4 20.5 9.3 5.3 14.6

Less than 0.05 pounds.

p - preliminary

Sources:

Col., 1. USDA Publications.

Col. 2, 3 and 6. Computed from USDA published statistics.

Cel. 4 and 7. Computed fron USDC published statistics.

Col. 5 and 8. Additions of colunns 3 aad 4 and columns 6 and 7
respectively.

Note: The wneat equivalent of live animals inported for further
feeding are included in columns 2 and 3. Boneless beef
converted to carcass equivalent.
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APPENDIX IV

Source of Beef Raw Material for Manufacturing Consumption

Domestic Beef Imported Total
Boning Other 1/ 17 Boneless Manufacturing
Year Cattle Sources Total Beef Consumption
(1) (2) (3) (4) (5)
1. Per Capita Consumption (pounds per capita)
1954 13.2 (2.5) 10.7 .1 10.8
1955 14.0 (3.2) 10.8 .2 11.0
1956 13.6 (1.2) 12.4 .2 12.6
1957 12.3 (.7) 11.6 .7 12.3
1958 8.1 2.9 11.0 2.0 13.0
1959 7.3 2.6 9.9 3.4 13.3
1960 7.9 3.8 11.7 2.6 14.3
1961 7.0 3.4 10.4 3.6 14.0
1962 7.2 1.1 8.3 5.8 14.1
1963 6.3 1.5 7.8 6.5 14.3
1964 8.7 2.4 11.1 4.6 15.7
1965 11.9 .5 12.4 3.6 16.0
1966p 11.4 1.0 12.4 y 4.8 17.2
2

2. Carcass Weight (millions of pounde)”
1954 2,102 (390) 1,712 13 1,725
1955 2,269 (506) 1,763 29 1,792
1956 2,246 (190) 2,056 37 2,093
1957 2,065 (105) 1,960 112 2,072
1958 1,395 477 1,872 - 353 2,225
1959 1,280 449 1,729 596 2,325
1960 1,398 659 2,057 461 2,518
1961 1,253 622 1,875 * 649 2,524
1962 1,328 213 1,541 1,054 2,595
1963 1,173 245 1,418 1,223 2,641
1964 1,656 403 2,059 873 2,932
1965 . 2,289 52 2,341 698 3,039
1966p 2,210 126 2,336 937 3,273

Source: Calculated from U.S.D.A. and U.S. Dept. of Comm. Statistics
p - preliminary

1/ Domestic Supply of boning cattle exceeded consumption 1954 to 1957. -
T Since 1958 deficit supplied from fatty trimmings from the preparation
of primal cuts or portion controlled steaks, roasts, etc., plus the

production of boneless beef from utility grade cattle.
2/ All statistics converted, where appropriate to carcass equivalent.
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APPENDIX V

DREW PEARSOK and JACK AMDERSOM

The Washington Merry-Go-Round

THE WASHINGTON POST = Ssturdsy, Mey IL 1982 11

Housewives don't know it,
but a meat quota bill, which
will boost the price of ham-
burger to 99 cents a pound, Is
now lurking in the wings of
the Senate. It will be rushed
out for quick passage when
Sen. Roman Hruska, Republi-
can champion of Nebraska cat-
tlemen, figures the public is
distracted by something else.

The meat quota bill Is part
of a high-tariff cabal of logroll-
ing Senators who are out to
put quotas on textiles, meat,
steel, oil, shoes and various
other consumer products. It
was significant that when the
textile quota bill came up in
March, Western cattle Sena-
tors voted for it. It was part of
the price-raising deal. Western
cattle Senators have no politi-
cal interest in textile mills in
New England, South Carolina,
Georgla and Alabama. How-
ever, they had a secret deal
with Senators from these tex-
tile states to vote for a meat
quota, if the Western Senators
would vote for textiles.

. Actually meat quotas would
laf{ect only the cheaper brands
of meat used by poor citizens,
such as hamburger, frankfur:

Warns the Natlonal Restau-
rant Association: “The result
of this bill would be to In-
crease the cost of hamburgers
to the consumer by 30 per cent
to 50 per cent.”

Boasts Sen. Hruska, author
of the bill: “American beef is a
premium product, delectable
to the taste but not cheap to
the pocketbook.”

Hruska's cattlemen admit
that practically all American
beef is corn fed for the quality
market which wants roasts, T-
bone steaks and sirloin. The
cheaper grades of beef are im-
ported from Australla, New
Zealand, and canned corned
beef from Argentina, Brazil,
Uruguay, and Paraguay.

One-Way Trade

Thus, while the United
States is urging Australia and
New Zealand to give more sup-
port for Vietnam and while we
are trying to promote the Alli-
ance for Progress with South
America, Sen. Hruska wants to
cut off meat imports from
these friends and allles.

Australia now buys $891 mil-
lion o‘f U.S. goods—far mox:e“in

ters, corned beef and chopped
beef. Thus, while the Poor
People's March is converging
on Washington and while both
the Johnson Administration
and farsighted business lead-
ers are trying to lift the level
of the economy of big citles,
cattle Senators are preparing
to sneak through a bill boost-
lfngodthe price of the poor man’s
ood.

an
than it sells the United States
in meat. Argentina buys $230
million worth annually, and
New Zealand, $89 million.
Secret strategy of the cattle-
men Senators is to sneak the
meat quota bill onto another

Quota Bill to Raise Hamburger Price

for automobiles, telephones,
etc. Sen. Hruska knows that a
meat quota bill could not
stand on its own merits and
must be a rider on another
vital piece of legislation.

Mastermind of the textile
quota bill is Sen. Ernest Holl-
ings (D-S.C.). Mastermind of
the steel quota bill is Sen.
Vance Hartke (D-Ind). Mas-
termind of the oil quota bill
is Sen. Russell Long (D-La.).
Working together they control
a2 sizable block of votes.

NOTE: The steel and textile:
industries, which are lobbying
for import quotas, recently an-
nounced their profit figures
for the first quarter of this
year. Profits had gone up 40
per cent in steel over the same
perlod in 1967 and 30 per cent
in textiles, compared with the
first quarter in 1867. Yet lob-
byists for these industries in-
formed Congress that they
needed quotas because they
were on the brink of ruin.

piece of legislation as an
amendment, in the same way
the textile quota bill was
slapped onto the excise tax bill
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APPENDIX VI

SUMMARY

This Memorandum is filed in the firm and sincere belief
that the present quota proposals under consideration by the

Committee on Finance will serve to disrupt world trade in meat.

In the past when programs advocating quota or other
restrictions on imported fresh frozen meats have been undertaken
by domestic livestock producer interests, the adequacy of in-
spection, hygiene and sanitation standards for the construction
of meat establishments in the exporting countries has been

questioned.

Such allegations with respect to fresh frozen meats,
which, as can be readily ascertained by a 'perusal of published
import statistics, comprise mainly meats from Australia and

from New Zealand and Ireland, are untrue.

In point of fact, the procedures and standards for estab-
lishments which are adopted in these exporting countries are

at least equal to those required by the United States.
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My name is William Warwick Stenning. I am a Member
of the Royal College of Veterinary Surgeons and a Member of

the Royal Society of Health.

After more than thirty years professional experience
in the service of the Governments of Northern Ireland, the
United Kingdom of Great Britain, the Commonwealth of Australia,
and with the Australian Meat Board, I am fully conversant
with the most advanced techniques for the ante- and post-mortem
inspection of all classes of food animals and with the most
sanitary and hygienic procedures for the dressing of carcasses
and the chilling, boning, packaging, freezing and storage of

meat, and its transportation by land and sea.

I am filing this Memorandum in the firm belief that
meat imported from Australia, New Zealand, Ireland, and estab-
lishments in other countries approved by U.S.D.A., has been
treated in overseas establishments which are structurally équiv—
alent to comparable federally registered establishments in the
United States and are operated with the same regard for skill,
hygiene and sanitation which obtains in federally inspected

meat plants in the United States.
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It is quite natural for an importing country to be
very much interested in the standards adopted in exporting
countries, and it is to this end that foreign establishments,
in order to export their product, require the approval of
the United States Department of Agriculture and are there-
after subjected to close and careful snap inspections by its
officers. Notwithstanding the stringent controls and procedures
applied abroad as well as international controls of freezing
units on vessels carrying shipments to the point of discharge
in the United States, the United States carries forward a
continuous system of inspection at the point of entry, where
only after sampling in accordance with a statistically deter-
mined plan and inspection of samples in the defrosted state,
is fresh frozen imported meat permitted entry into the United

States.

Since 1963 I have represented the Australian Meat Board
in North America, where I have travelled widely in the United
States and have visited and witnessed the operations in a

representative range of federally inspected meat establishments.
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During May, June and July, 1967, I inspected a number
of meat establishments in every part of Australia which to-
gether are responsible for more than eighty~five percent of

Australia's meat exports to the United States and elsewhere.

In July, 1967, I attended the Eighteenth Meeting of
the World Veterinary Association, and the Annual Meeting of
the World Association of Veterinary Food Hygienists, in Paris,

France.

Based upon my personal observation of meat establish-
ments and procedures employed therein throughout the world,
and based also on my recent visitation to meat establishments
within the United States, I respectfully submit that fresh
frozen meat which has been, or will be, imported from Australia,
New Zealand, Ireland, and other countries wherein establish-
ments have been approved by the U.S. Department of Agriculture,
is in every respect comparable to domestic products and that
the tests and other safeguards applied thereto are equivalent
to those employed with respect to federally approved U.S.

establishments.
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APPENDIX VII

Chicago, Illinois
June 5, 1968
DPROSPECTUS FOR THE MEAT INDUSTRY
By
Marvin T. Gibson,
Director-Consultant, IPL Inc.

The fundamental changes in progress in the livestock and meat
business both in the USA and in the world markets encourage us to be
optimistic that the elements are available for a successful operation by
our companies.

The livestock pattern in the USA, Canada and Mexico has changed
materially in the past 15 years in the following manner:

a) The grasslands, including the government owned
lands available to the cattlemen, are being used
more productively for the increased cow herds for
breeding instead of being used to grow out steers
for sale as 'two-way beef'. The beef cow herds
in the USA have increased from 20, 050,000 head
in 1954 to 35,300,000 in 1967.

b) The numbers of cattle on feed have increased from
5,370,070 in 1954 to 11,125,000 in 1967.

The consumption of beef has increased from 12,743, 000, 000 lbs.
in 1954, of which 5, 225,000,000 lbs. was fed beef, to 20, 674,000,000 1bs.
in 1967, of which 13,850,000, 000 Ibs. was fed beef. The increase in beef
production was 62% over this period while the fed beef increase wasg 167%
and this was accomplished with an increase in live prices of choice cattle
from $24. 66 in 1954 to $27. 34 in February, 1968.

On the other hand, to accomplish an increase in poultry production
from 4, 260,000,000 Ibs. in 1954 to 8,760,000, 000 lbs. in 1967, the price
change was from 59¢ a lb. to 25¢ a Ib. In other words, beef increased 167%,
in volume with an increase in price of 11% in contrast to a reduction of 58%
in price for the filtry volume increase. This is a graphic demonstration of
the great popularity of beef to the American consumer. This is a factor that
should be kept in mind at all times and the industry should be very careful
to protect its favorable' position at all times.

The beef business is becoming a specialized, one product business
with the feeding operation being concentrated in a few efficient large units
geared to preparing the meat to meet the consumers' demands as to timing,
quality and quantity and at low operating expenses. The small individually
operated unit can only compete when geared to serve particular specialized
markets.
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In 1954, 75%, of the fecding was in the hands of relatively small
{ndividually opcrated feed lots whereas today 609 of the fed cattle are turned
out by 1%, of the operators.

The large packing houses formerly concentrated on the Mississippi
River to slaughter and freeze the grass fed beef coming off the ranges before
winter became obsolescent and the domestic beef business has changed from
being one of small cattle producers and small feeders, large packing houses
with extensive storage plants and small retail butchers to one of being large
cattle raisers and feeders, small processing plants geared to the feed lots
and large chain store retailers.

The other phase of the meat business that has taken a secondary
position in the economic planning of the American livestock producers is
the manufacturing meat industry which has been affected by the following
factors:

(1) The dairy herds have shrunk from 36,161,000 head in
1954 to 22,923,000 in 1967.

(2) The availability of manufacturing meat has been reduced
from 42% of the total supply in 1954 to 22% in 1967.

(3) Prices for domestic cattle of manufacturing grades were
$9.60 per CWT in 1954 and $16.74 in August, 1967.

(4) The consumer taste for tender, full meated steaks and
roasts with all excess fa: removed has left an increasing
portion of the feed lot beef as fat and trimmings that are
mixed with lean meat for hamburger, sausages and
processed meats but even this has not fully met the
demand for this type of meat as evidenced by the change
in cow prices.

(5) The time pattern for production of domestic manufacturing
beef does not coincide with the seascns of maximum demand.
The meat is available in the spring ard fall while the demand
is greatest in the summer.

All of these factors have worked to make a vatuum in the supplies of
the kind of meats we have in greatest supply in our plans in both Australasia
and in South America and the trend is steadily toward an wen stronger demand
for these meats in the future.
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As for the future of the livestock and meat industry, the population
predicted for 1930 is 240, 000,000 and to provide any increase in per capita
consumption ¢f beef would require at least a 209, increase in feeder cattle
and that means more cows and calves on the already well stocked grass-lands
as every piece of beef starts as a cow and calf on grass. The decision for the
future 18 £ot going to be whether to keep cows on the grass to raise calves
for the feed 1ot versus growing out steers on this grass for two-way beef, but
will be whether to devote a large bulk of the crop land in the USA to the production
of grain for livestock feed or must such land be used to rroduce grain for direct
use as human food.

Grazing land in the world is limited. One-third of the world's
surface is land and two-thirds water. Of the 34,000 million acres of land
(1) crops occupy 3,600 million acres (2) grassland, forest grazing and
arable fallow lands occupy 8,800 million acres of which about 85% is natural
grassland subject to natural variations in rainfall and 15% is improved pasture
which can be irrigated and fertilized.

It seems evident that sufficient grassland will not be available to
produce future beef requirements and any material change in the picaure
would involve substantial changes in current valuss of the products now being
produced on the land.

The consumer spends a rather fixed amount of the disposable family
income for food. At the present-time this is about 18-1/2% in the USA and
over the past 14 years an increasing share of this has bzen for beef and of
the beef dollar an increasing portion has been for fed beef and the problem
to be faced in the near future is whether that share of the income will continue
to be spent for beef and if so, what form that will take and where it will come
from.

The picture has never been brighter for the American cattlemen
and the course their business takes will depend on the way they handle the
opportunity that is before them at this time. They have the resources and
the ability to work out the best beef business the country has ever had but to
do this they will have to think and act progressively.

Our company has the proper kind of cattle available, the physical
-facilities to process the meat, knowledge of the market requirements and an
increasing demand for our products in this market, so we have the basic
elements to meet the demands of the consumers and to make a valuable
contribution to the expansion of this total meat b usiness provided our associates
in this country recognize that we are a real part of the {ndustry as a whole and
we should work together to make the entire industry a reality of commerce -
Jobs, prosperity and a business that glves satisfaction to our customer, the
consumer.

MTG:mec
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Mr. Lunpquist. Thank you, sir.

Mr. UrLman. Does that complete your testimony ¢

Mr. Lunoquist. That concludes my testimony.

Mr. UrLMaN. Are there any questions ?

If not, we thank you very much for appearing before the committee.

Mr. Luxnpqurst. Thank you.

Mr. Urrman. Mr. Phelps. We are happy to have you before the
committee, Mr. Phelps. Please identify yourself for the record, and
with the knowledge that your full statement will appear in the record,
proceed as you see fit.

STATEMENT OF DON F. MAGDANZ, EXECUTIVE SECRETARY,
NATIONAL LIVESTOCK FEEDERS ASSOCIATION

Mr. Macpanz. Thank you, Mr. Chairman. If I may correct the
record, unfortunately, Mr. Phelps could not be here today and he sends
his regrets. He was unavoidably detained as late as yesterday after-
noon at 4 o’clock, so I am here alone and I am Don Magdanz, the execu-
tive secretary of the National Livestock Feeders Assoclation.

Mr. Urraax. Yes. Excuse me. I should have taken a better look with
my glasses on. I would have recognized you, Mr. Magdanz.

Mt. Macpanz. That is perfectly all right. You will note, Mr. Chair-
man, that our statement 1s quite long. We do not intend to impose on
the committee with the entire document in this presentation.

I would, however, with your permission like to present the first part
of it, about one-third, and make a few remarks about the balance
which we hope will be filed in the record.

Mr. Urtman. Thank you. Without objection the balance of your
full statement will appear in the record following your oral statement.

Mr. Macpanz. On behalf of the National Livestock Feeders Associ-
ation, I do express our sincere appreciation to the chairman and the
entire Committee on Ways and Means for an opportunity to present
our views, comments, and arguments in support of modification of the
present meat import quota law.

The National Livestock Feeders Association is a voluntary non-
profit, nonpolitical trade organization sustained entirely by member-
ship dues. Those who belong are engaged in the business of feeding
and finishing livestock—cattle, hogs, and lambs—for the slaughter
market, and they have associated themselves in order to determine pol-
icy and speak for the feeding industry. Though merbership does exist
in over 20 States, it is most prominent in the vast livestock feeding area
of the North Central and Plains States.

In the discussion that follows, we shall address ourselves to the
matter of more restrictive quotas on certain meat products which are
covered, to a degree at least, under existing law. In so doing, we whole-
heartedly support the provisions and approach contained in H.R. 9475
by the chairman, and identical bills introduced by many other Mem-
bers of the House of Representatives including, particularly, those
Members on this committee.

We pay our high compliments to all who have joined in this pending
legislation for recognizing a very serious problem faced by livestock
people, which group represents a huge segment of the overall agri-
cultural industry in the United States.
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STATEMENT OF INTEREST

Most typically, those people represented by the National Livestock
Feeders Association own the livestock they grow or finish in the pro-
duction phase of supplying red meat for American consumers. hey
purchase feedlot replacement animals in the framework of a competi-
tive market, and sell them under the same market conditions in which
supply—domestic production, imports, and supplies of competing or
substitute products—and the type of flow of this supply, i1s a most
important determinant of price. »

Livestock feeding is a high-risk business and the business risks in-
herent in such an operation are assumed by the livestock feeders them-
selves. It follows, therefore, that they are not only vitally interested
in, but their financial well being depends upon the maintenance of a
balance between meat supplies and the consumer demand in the United
States at prices that are sufficiently favorable to produce a living and
reasonable profit.

At numerous times in years past, profits in the livestock industry
have not been reasonable and, in fact, severe losses have been sustained
by those engaged. Since imports represent a percentage of that supply
which is a most important price determinant, and they contribute to
further fluctuation in that supply, we have a primary concern with the
volume of allowable imports which come info our market and compete
with the domestic production.

The situation might be less unreasonable if we had equal oppor-
tunities for the sale of our domestic production abroad, or if the coun-
tries now shipping large quantities of meat to the United States had
unrestricted access to all other major trading nations, but equal oppor-
tunities do not exist in either of these cases.

MERIT OF REASONABLE PROTECTION FOR DOMESTIC INDUSTRY

Without question a grave injustice is being rendered to all who
raise their voices in opposition to past and existing foreign trade
policies of the United States. Often labeled as “protectionists”, such
persons, firms and groups have been severely criticized, on occasion,
by some Government officials, by many in academic institutions, by
certain professional writers, and have been accused of being “iso-
lationists.” :

The true facts of the case are that many who are labeled as being
“protectionists”, because of their support of domestic interests, are
not “isolationists” in any sense of the word; but rather, are dedicated
to expanding world trade. They have not abandoned free trade as a
goal n a fair and truly competitive world marketplace; but they
realize that such marketplace conditions do not exist, despite what we
are told. They are seeking a truly reciprocal arrangement with foreign
nations which means nothing more than the establishment of the same
rules of conduct for both sides.

With respect to red meat and meat products, a reciprocal arrange-
ment requires that the United States provide reasonable protection
for its domestic industry because that is what most other major trading
nations continue to do, and we see no evidence of relaxation on their
part. To us it is imperative that the United States establish its position
similar to that maintained by foreign nations and thus provide a

95-159 0—68—pt. T——36
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common ground from which future negotiations might \yell proceed.

In a speech delivered in Des Moines, Iowa, earlier this year, Sec-
retary of Agriculture Orville L. Freeman said :*

Over the years we've sought “orderly trading” in the international arena,
just as we seek “orderly marketing” in the domestic area. Orderly trading calls
for reasonable protection of our agriculture—not protectionism. There’s a big
difference. Reasonable protection allows trade to flow. It permits comparative
advantage to function with relative freedom for the good of all. Protectionism,
by completely shielding inefficient producers from competition, stifles trade.

The United States beef quota law illustrates what I mean by reasonable
protection. '

The Secretary went on to say:

In the early 1960’s our only market protection on beef was a modest duty.
Other countries, however, were becoming more protectionist. The EEC was
perfecting its variable levies. The United Kingdom had a domestic support
system that made it less profitable for exporters to sell there than in the United
States, Japan had strict quotas. Quantities of fresh, chilled, and frozen beef
and veal were coming to the United States from exporters who found it im-

" possible—or much less profitable—to sell elsewhere.

Mr. Freeman then added :

Heavy imports of these products in 1963 led to enactment of the meat import
law of 1964. This quota law shares our growing beef market with foreign
producers, yet keeps the United States from being a beef dumping ground for
the rest of the world.

In our opinion, this amounts to a strong case for quotas on meat
and meat products. The present Public Law 88—4829 provides machin-
ery for the imposition of quotas on fresh, chilled, and frozen beef,
veal and mutton, if imports are estimated to reach a specified percent-
age of our domestic production. However, with the complete failure
of the Kennedy round of negotiations in the area of meat and meat
products, we submit the necessity of modifying and strengthening
this law, and slightly reducing the allowable volume that can be im-
ported in direct competition with domestic industry.

Before proceeding with our case for reasonable quotas on meat
and meat products, please allow me to expand on the failure of the
Kennedy round and the restrictions on imports of meat and meat
products still employed by major trading nations.

FAILURE FOR AGRICULTURE IN THE KENNEDY ROUND

Officials in the executive branch of our Government have sought
diligently to carve out some gains for U.S. agriculture from the Ken-
nedy round of GATT negotiations, rather than to flatly admit that
the American farmer will still not be accorded reciprocal treatment,
to any greater degree than in the past, as a result of these negotiations.

In testimony before this very committee at the beginning of these
hearings on June 4, Cabinet members attempted to make a strong case
against reasonable quotas which were often referred to as import re-
strictions. Such measures were discredited in numerous ways, and we
were told they would cause untold damage to our position in the world
markets. We were told further, that the imposition of quotas would
not only be.met by heavy retaliation against our exports, but also that
our action would not be legal.

1 Address by Secretary of Agriculture Orville L. Freeman to the National Farm Institute,
Des Moines, Iowa, Feb. 15, 1968, pp. 11 and 12.
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These are strange arguments to us, particularly as they relate to
meat and meat products. We find it hard to understand how anyone,
least of all our own Government officials, can sincerely tell us we must
not consider reasonable protection for domestic industry when that is
exactly what many other trading nations are doing. They don’t al-
ways-call their nontariff trade barriers uotas, but the numerous re-
strictions they employ have the same e ect, and may be even more
damaging because we can’t always be sure exactly what they are going
to be. ,

If it is illegal for the United States under GATT to establish reason-
able quotas which continue to allow foreign nations access to our
markets, why is it not illegal for these same oreign nations to restrict
imports under a multitude of barriers, some of which, and at times,
allow no access at all?

It is claimed that during the Kennedy round the United States re-
ceived concessions on items of interest to agriculture valued at $866
million, cost, insurance, and freight basis, and gave concessions valued
at $860 million, cost, insurance, and freight basis.? Of special concern
to the National Livestock Feeders Association is the additional pres-
sure on domestic producers which will result from the tariff conces-
sions granted by the United States on canned beef, fresh pork, lamb,
certain prepared meat products and meat extract, wool, hides and
skins, and the binding of duties on canned hams at 3 cents per pound.
In most cases, the United States cut tariffs in half on the meat and
other animal products mentioned above; and there cuts are for real
since the United States employs no other barriers against them.®

On paper, the United States did receive some minimal concessions,
but what these will amount to in actual practice is doubtful, since the
countries involved, with the possible exception of Canada, can still re-
strict said exports from this country by means other than duties.

Even before the Kennedy round results could be analyzed, the EEC
established an export subsidy on canned hams amounting to about 25
cents per pound, in face of the U.S. agreement not to increase the mini-
mal import duty of 3 cents per pound. This is a concrete example of
how much stock can be put in the dollar value placed on claimed con-
cessions to U.S. agricultural products, from the standpoint of “real
world” results.

It is clear that the United States came out on the “short end of the
stick” in the negotiations involving livestock and meat products, and
the domestic feeders, ranchers, and related industries face the conse-
quences of increased imports with no assurance of reciprocal treatment.

Following the negotiations, it was reported by the Foreign Agri-
cultural Service that:*

One of the major disappointments in the Kennedy round for the United States
was the failure of the participants to negotiate better access for fresh, chilled,
and frozen beef into major world markets such as the EEC. Although the United
States does not have a large export interest in this kind of beef, freer access
to other world markets is important for the U.S. livestock industry. Closed

markets for beef elsewhere mean greater pressure from foreign suppliers on the
U.S. market.

2 “Report on Agricultural Trade Negotiations of Kennedy Round,” FAS-M-193, FAS,
USDA, September 1967.
2 “Report on U.S. Negotiations, 1964-67 Trade Conference,” vol. II, pt. I, Office of Special
Representative for Trade Negotiations, . .
*Foreign Agriculture, -weekly magazine of the U.S. Department of Agriculture, Foreign
Agricultural Service, Oct. 9, 1967,
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_Beyond this, in the words of the Honorable William S. Roth, Spe-
cial Representative for Trade Negotiations, “there were nontariff bar-
riers that were not touched in the Kennedy round.” Mr. Roth included
such devices as state trading, border taxes, arbitrary customs valua-
tion, “buy national” laws and practices, and discriminatory internal
taxes, and remarked that there were a host of others.®

And, indeed, there were a host of other nontariff barriers utilized
by other nations against exports from the United States, and from
other countries. In addition to the ones listed by Mr. Roth, there are
quotas, import licenses, import certificates, gate price systems, health
restrictions, outright import prohibitions, minimum price controls,
and others.

These barriers have been a major cause of discrimination against
our exports, resulting in nonreciprocal treatment for U.S. livestock
and mean industry, regardless of paper concessions spelled out in offi-
cially negotiated agreements.

Can the EEC still utilize its system of variable levies? The answer
is “Yes.” Can foreign nations still impede, or completely wall out,
U.S. exports by using a multitude of nontariff barriers? The answer is
obviously “Yes,” again.

A study of the reports setting forth the results of the Kennedy
round, with respect to agriculture, bears out the fact that other coun-
tries are still free to exercise all of the above-named trade restrictions
against U.S. agricultural exports. ‘ :

How can there be any realistic conclusions drawn on the value of
concessions when foreign nations are still in a position to change their
“ground rules” of trade whenever it suits their interests? The United
States is simply not guaranteed access to many markets, regardless
of “paper” tariff concessions.

U.S. officials fail to paint the true picture for the Congress and the
public. Nearly every other country in the world, through some kind
of control on imports, takes only those products, and in the volume,
that they want and/or need. They do not feel any obligation to throw
their borders open to take any product in whatever volume some other
country wishes to ship to its ports of entry. The United States is
practically the only country which builds and carries out its trade
policy on'such an ivory tower, impractical foundation. Other nations
handle foreign trade on a strictly business-like basis, not in the frame-
work of good will gestures, or 1n an attempt to set an example that
hopefully the rest of the world will follow.

We continue to be warned by Government officials that moves to
depart from these good will gestures in order to reasonably protect
domestic industry will provoke extensive retaliation by foreign na-
tions. Contrary to impressions left of automatic mass retaliation, any
move to retaliate must come on an individual country-by-country
basis (except for group action by the EEC, for example). Further-
more, other countries are already providing a very high and effective
degree of protection for their domestic agriculture and industries;
and they obviously do not give much second thought to retaliation on
the part of the United States when putting their protective measures
into practice or in maintaining them.

5 Report of agricultural trade negotiations of Kennedy Round, FAS-M-193, FAS, USDA,
September 1967.
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In our opinion, retaliation warnings by our executive officials are
grossly overrated and are like ghosts in haunted houses * * * used
only 1 an attempt to scare domestic agriculture and business into
meekly following the course of basing trade policy on international
relations instead of on sound business principles.

These and other circumstances are what prompted the National
Livestock Feeders Association and others to seek more realistic quotas
and restraints on certain meat products being imported by the United
States. We believe that such reasonable protection under world trad-
ing conditions is absolutely vital for the economic well-being of the
domestic livestock business.

Thus we wholeheartedly support the provisions contained in H.R.
9475 introduced in the House of Representatives, and of S. 1588 in-
troduced in the U.S. Senate.

IMPORT PROTECTION AND ‘TMPORT RESTRICTIONS EMPLOYED
BY FOREIGN NATIONS

Reference has been made repeatedly to tariff and nontariff barriers
which exist in many foreign countries, and are devices employed to
restrict imports and even rule them out entirely. A summary of trade
restrictions used by other countries against meats, meat animals, and
meat products as of June 1968, is not available, but we do have accurate
information as of January 1968.

In order to illustrate and support the arguments which have been
made, we are providing the most recent data available in order to
demonstrate clearly the distinct disadvantage facing the U.S. livestock
industry in the foreign trade arena. The information follows, coun-
try by country, with the understanding there may be some changes
which more current reports will reveal.®

In the statement, as you will note, we have summarized these restric-
tions and I will not enumerate them in the interest of saving time.

We would of course appreciate having them appear in the record
and our statement appear in the record from this point on and we will
mgzrel)y make a few remarks about each section as, it follows. (See p.
3273.

However, as I mentioned, we have listed these import restrictions
country by country. We listed the Economic European Community,
the Argentine, Australia, Austria, Brazil, Chile, Greece, Ireland,
Japan, Mexico, New Zealand, Norway, Portugal, Spain, Sweden,
Switzerland, and the United Kingdom.

Similar information on trading restrictions imposed by lesser trad-
ing Nations is available but it seems unnecessary to include all coun-
tries in this section. We believe the foregoing substantiates the points
we are making. Most major trading Nations employ high tariffs, a
variety of nontariff barriers, or a combination of restrictions to control
imports of meat and meat products.

Yet we are being told the United States must not resort to any rea-
sonable protection of a similar nature because we will severely damage
world trade and invite extensive retaliation.

Then in the succeeding chapters of this presentation we present our
arguments in favor of reasonable protection to the domestic industry

¢ Source : Compiled by the NLFA from information supplied by the Foreign Agricultural
Service, U.S. Department of Agriculture.
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and the necessity for modification of the existing statute, Public Law
88-482. Modifications sought do not amount to drastic changes and,
we emphasize, access would still be provided into our domestic market
for meat and meat products.

In these remaining sections we trace the history of imports prior to
1964 and through 1967. The information is supported by tables and
charts that are attached to the statement.

We submit that the establishment and imposition of quotas offers
the only practical means of necessary restrictions.

In addition to expanding our ample domestic supply of beef and
veal, the value of products now being imported is relatively lower
than the products of like quality produced in the United States, and
here we have provided the information running back through 1967
and up to date, or practically up to date, in 1968, listing the value of
imported beef as compared to the value of comparable domestically
produced beef, and we find ranges in this difference that run as high as
$8 per hundredweight.

Furthermore, we do believe that we refute the argument that the
quality of imported beef does not compete directly with beef prices.
Then we have reviewed briefly those specific modifications in the pres-
ent law which would be accomplished by H.R. 9475 and support the
reasons for these modifications.

T see no reason to go through all of these modifications since the
committee is well acquainted with them and the details as well as the
provisions.

So in the closing section, Mr. Chairman, we call attention to some
of the circumstances of domestic production which have prevailed and
created problems for the industry, and then we explain what the in-
dustry is doing to alleviate these problems.

Finally, we point out how large volumes of imported meat products
work directly against those industry efforts and accentuate the prob-
lems we are trying to correct. We are trying to work toward more
regular production and feeding, both cattle and hogs, far more orderly
marketing on the part of domestic producers, certain restraints in pro-
duction, and particularly in the area of fed beef where we have con-
ducted a very intensive campaign toward litter slaughter weights
which hopefully will hold production of beef in check.

Volume and irregularity of imports do tend to work in conflict with
these efforts and we have explained this in our final section of the state-
ment. We believe the reasons and arguments that are contained in the
statement that we have presented and are asking to be filed fully jus-

‘tify a definite change in the foreign trade policies of the United States,
whereby domestic industry is accorded consideration at least similar
to that enjoyed by industries in foreign naticns.

We do feel definitely we have substantiated the need for modifying
the present meat import quota law of 1964 and making changes that
are vital to the well-being of our livestock growing and feeding
businesses.

Again we are grateful for the opportunity to make this presenta-
tion. We respectifully hope that the committee and the Congress will
honor the recommendations that have been made and will take favor-
able action as quickly as possible on the provisions contained in H.R.
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9475, and I thank you very much, Mr. Chairman, for the privilege
of appearing. ‘ o v
The CratrMaN. We thank you, Mr. Magdanz for bringing to us the
views of the National Livestock Feeders Association.
Are there any questions of Mr. Magdanz ? ) )
We thank you, sir, very much. Your statement will be in the record.
(The balance of Mr. Magdanz’ statement follows:)

Buropean Economic Community—The Common Markets’ Imports of fresh,
chilled, or frozen meats and meat products, including canned products, are con-
trolled by external tariffs, quotas, import certificates, import licenses, minimum
import prices, variable and supplementary levies. Also, all meat items are sub-
Jject to various regulations and requirements pertaining to public health, animal
health regulations, veterinary restrictions, sanitary requirements, labeling and
food additives.

The BEC now has a common agriculturai policy (CAP) for pigmeat which
became effective on July 1, 1967. A single market for beef and veal was sched-
uled to come into effect on April 1, 1968, but as yet has not. There is no common
agricultural policy for lamb and mutton, but transitional steps are scheduled to
begin on July 1, 1968, leading eventually to a single market for lamb and mutton.
During the transitional period, certain restrictions on mutton and lamb imports
will continue to be imposed by the individual member countries,. France has im-
port quotas for sheep and a minimum price system for mutton and lamb imports.
West Germany controls imports of lamb and mutton through tender announce-
ments: whereas, the Benelux countries have liberalized their imports of lamb
and mutton.

All meat items imported into the EEC are subject to import licenses, except
Italy which requires a license on only pork items and frozen beef. A mandatory
import certificate is required plus the deposit of a surety bond before an import
license is issued for all pork items and frozen beef. Imports of all meat items are
still subject to the individual member countries’ regulations and requirements
pertaining to sanitary, veterinary labeling and food additive requirements.

The variable import levies are fixed by a Commission at weekly intervals, for
both beef and veal. The levy is the difference between the calculated import price
and the guide price. The import price for beef is a computed weighted average
of price quotations for representative markets in Denmark, The United Kingdom,
Ireland, and Australia plus customs duty and a standard cost for transportation.

Argentina.—Prohibits imports of U.S. sheep and cattle, except those animals
which originate in areas which have been free of Blue Tongue disease for the
previous year. Blue Tongue is a disease of sheep, but cattle may carry the
causative virus.

Awustralia.—Prohibits imports of cattle and sheep from the United States and
from other countries where Blue Tongue is present. Their animal disease regula-
tions virtually prohibit meat imports from any country, except New Zealand.
Imports of cattle hides are prohibited from ‘“foot and mouth” disease countries
and are also restricted by a very prohibitive tariff.

Austria.—Virtually excludes imports of U.S. meat and meat products through
use of import tenders which are issued on short notice and for short duration.
High tariffs on most livestock and meat items also make U.S. imports prohibi-
tively expensive. Imports of pork and pork variety meats from the United States
are prohibited by veterinary regulations.

Brazil—Places lard and other pork products in a “special” import category.
Imports of these items must be made with dollars purchased at a premium at
auctions. This premium, plus the tariff duties, make the cost of U.S. products
prohibitive,

Chile—Discourages entry of most U.S. livestock products by means of import
deposit requirements and high import taxes.

Greece.—Levies a consumption tax of 15 cents per pound of tallow used in
the manufacture of candles. This tax is not applicable to other industrial uses
for tallow. Imports of tallow, lard, sausage casings, and variety meats are con-
trolled by fund allocations. For most products large import deposits are required
as well, and imports are obtained under bilateral agreements.

Ireland.—Generally restricts entry of all livestock and meat products by re-
quiring import licenses. Sausage casings are controlled by licenses and are under
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strict veterinary control. Import tariffs are also high. Lard import duties are
unusually high.

Japan—Restricts imports of pork, canned beef, and sausages by a fund allo-
cation system. High tariffs on most of these items also restrict trade.

Mezico—Restricts entry of U.S. livestock and meat products by requiring
import permits and the use of high duties. If these controls were lifted, U.S. ex-
ports would rise sharply. At present, only variety meats, hides, skins, and lard
are permitted to enter in large quantities; sales of these commodities are smaller
than they would be were trade unrestricted.

New Zealand.—Prohibits imports of most meats and other packinghouse prod-
uets. Since it as a large exporter of these items, imports probably would be
small, anyway. Individual licenses are required to import tallow, hides and
slﬁins. Imports of pork from the United States are prohibited because of hog
chlorea.

Norway.—Restricts imports of most meat products. Those of certain types of
animal greases other than tallow and lard are permitted under license. Entry
of sausage casings, pigskins, cattle hides, and sheep and lamb skins are not re-
stricted. Imports of U.S. pork are not permitted because of the presence of hog
cholera in the United States.

Portugal —Restricts entry of U.S. meat products by use of import controls and
high tariffs. .

Spain.—All meat imports are purchased by the National Supply Commission.
This agency controls the amount brought into the country and its origin. Tallow,
casings, and cattle hides are imported by private individuals in unlimited
amounts which are subject to reasonable tariffs.

Sweden.—Controls imports of most meats and meat products by licenses and
import levies. A special tax on horsemeat, beef, and pork is applied to equalize
prices of meats purchased from overseas sources with those domestically pro-
duced. Veterinary controls prevent the entry of frozen pork and pork variety
meats from the United States. Processed and canned meats are not under vet-
erinary controls but are subject to a 73 percent ad valorem duty (22 cents per
pound). :

‘Switzerland—Imposes a minimum price system in order to keep imported live-
stock and meat products at the same level as domestically produced products.
Meats and livestock are also State traded. Entry of most meat products is sub-
ject to import licenses. Foreign products are subject to custom duties, import
taxes, and veterinary inspection fees.

The United Kingdom.—Places most livestock products in a most uncompetitive
position because of the Commonwealth Preferential Tariff System. Under this
system, products entering the United Kingdom from Commonwealth countries
are subject to little duty or none. Products from other countries, including the
United States, are subject to sizable duties. For example, on cattle hides and
tallow from the United States buyers must pay a 10 percent duty, while those
products from the Commonwealth enter duty-free. The U.K. tariffs on beef vari-
ety meats and on sausages from the United States are each 20 percent iad
valorem ; there is no duty on these items from Commonwealth suppliers.

Similar information on trading restrictions imposed by lesser trading nations
is available, but it seemed unnecessary to include all countries in this section.
We believe the foregoing clearly substantiates the points we are making. Most
major trading nations employ high tariffs, a variety of non-tariff barriers, or a
combination of restrictions, to control imports of meat and meat products. Yet we
are being told the United States must not resort to any reasonable protection of
a similar nature because we will severely damage world trade and invite exten-
sive retaliation.

THE CASE FOR REASONABLE IMPORT CONTROL OF MEAT AND MEAT PRODUCTS

In the succeeding chapters of this presentation, we present our arguments in
favor of reasonable protection of the domestic livestock industry, and the neces-
sity for modification in the existing statute, Public Law 884829, Modifications
sought do not amount to drastic changes and, we emphasize, access would still
be provided into our domestic market for meat and meat products.

All too often in years past, profits in the livestock industry have not been
reasonable; and, in fact, severe losses have been sustained by those engaged.
Since imports represent a percentage of that supply which is a most important
price determinant, and they contribute to further fluctuation in that supply, we
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have a primary concern with the volume of allowable imports which come into
our market and compete with the domestic production. The situation might be
less unreasonable if we had equal opportunities for the sale of our domestic
prgduction abroad, but such equal opportunity does not exist, as has been vividly
pou&tedt out, with respect to most domestically produced livestock, meat and meat
products.

The members of the National Livestock Feeders Association became alarmed
over imports of beef, veal, and mutton in 1958 when the volume reached 636,-
397,000 pounds, product weight, which figure amounted to 2509% of the 249,447,-
QOO .pounds, received in 1957. (See Table I.) The volume increased still more
in 1959 and, in that year, we filed an application with the United States Tariff
Com;nission for what was then known as an “Escape Clause” investigation. The
app!xcation was subsequently withdrawn because conclusions reached by the
Tariff Commission in the interim made it rather obvious an unfavorable decision
would be forthcoming with respect to beef and veal.

Imports of these products declined from 769,697,000 pounds in 1959, to 549,-
911,000 pounds in 1960, and then began an upward trend again reaching the peak
level of 1,185,286,000 pounds in 1963, according to figures published in the Live-
stock-Meat-Wool Market News and by the Foreign Agricultural Service, U.S.
Department of Agriculture. Converted to carcass weight equivalent, the 1963
figure represented approximately 109, of our domestic production, coming at a
time when live cattle prices were at disastrous levels and severe losses were sus-
tained by those in the cattle production ard feeding business.

By 1964, the industry was grossly upset and could see no other alternative
than legislative restrictions in the form of quotas established by law. As you
know, the Congress of the United States shared this intense alarm and passed
legislation which became known as Public Law 88-482. This law was passed
under conditions of tremendous opposition from the Executive Branch of our
government not dissimilar to that being exercised now and, in the final analysis,
it was necessary to make some unwanted compromises from our original position
in order to be sure the measure would be signed into law.

As Table I shows, imports of beef, veal and mutton were reduced some in 1964
and 1965 to 834,707,000 and 731,166,000 pounds, respectively, but rose again in
1966 to 953,823,000 pounds and to 1,033,304,000 pounds in 1967.

It goes without saying that the law was less than desired by the people in
the industry and by the majority of both Houses in the Congress. Nevertheless,
we were willing to accept it temporarily as were Members in the Senate and
in the House, with the feeling it might be reviewed in due time and its deficien-
cies corrected.

It is obvious that a great many members of the United States Congress share
in the feeling that these deficiencies do exist, and are anxious to conduct a
review. Bvidence of this, of course, is the large number of the members who
have joined in the introduction of pending legislation.

QUOTAS OFFER ONLY MEANS OF RESTRAINT

We submit that the establishment and imposition of quotas offers the only
practical means of necessary restrictions. In addition to expanding our ample
domestic supply of beef and veal, the value of products now being imported is
relatively lower than products of like quality produced in the United States.

To substantiate the statement that imported beef is offered in our market at
lower values, we refer you to Table IT wherein we have listed, on numerous dates
throughout 1967 and early 1968, comparative wholesale prices of domestic and
imported cow beef as well as comparative prices of domestic and imported bull
beef, The prices are carlot wholesale figures and have been reported in the
National Provisioner. Two columns in the table give the differences in the prices
for domestic and imported beef. These differences are significant, the highest
figure listed in 1967 being $7.50 per cwt., and in 1968 the figure ran as high as
$8.50 per cwt. It must be taken into account that ocean freight, insurance, and
U.S. duties have already been paid on the imported meat and it is still offered in
our market at lower figures.

With respect for the time of the committee, we do not believe it necessary to
engage in a long and detailed explanation supporting the impact and adverse
effects that imports have on our domestic price level. This was well established
during and prior to 1964 through extensive presentations to the United States
Tariff Commission beginning April 28, 1964, and the hearings in March of that
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same year conducted by the Senate Committee on Finance. The necessity of
some protection was acknowledged by the Congress in its passage of Public Law
88482 and we compliment the Members of the Congress for this recognition.

It should be sufficient to briefly review here that livestock prices are primarily
supply oriented. This is true in the short run as well as over a period of years.

Regardless of attempts to “cloud” the issue, imports do add materially to the
overall tonnage of meat supplies, and beef, veal, and mutton in particular. The
arguments that imports do not affect fed beef prices, and thus fed cattle prices,
to any degree, because such meats are used primarily in the manufacture of
processed products, is absolutely without foundation. Those proponents of such
erroneous arguments do give substantial weight to supplies of competing meats,
such as pork, poultry, fish, and the like, when discussing the factors influencing
beef prices.

It is a fact, of course, that when a family is eating chicken, lamb, pork, tur-
key, ete., it is not eating beef and veal. The same logic applies to the vast array
of processed meats and meat products. In other words, when a family is eating
one of these, it is not at the same time consuming fresh beef.

The same may be said for the impact that more processed and manufactured
products from imported beef and veal has upon the price level of domestic pork
and hogs, as well as lamb. In fact, we might say that domestic red meat products
are their own closest competitors regardless of the form in which they are
marketed. '

Attempts are often made to draw a fine line between the factors which affect
the fed market, for instance, and the so-called cow or processing type market,
and treat these as two separate and distinct markets so far as price is con-
cerned. Although it is undoubtedly true that the degree of competition diminishes
as we move towards the extremes of the scale (Choice or Prime fed beef on
the one end and Canner beef on the other), there continues to be definite com-
petition between the two extremes.

Additional tonnage of meat products moving into the domestic market arena
and supplied by imports serves to increase this competition and hold price levels
down. We submit, also, that the impact of imports on the domestic price level
ig greater than just the supply because of the lower prices at which the same
quality of imported product can be offered in the market. This means that price
injury resulting from imports is greater than the actual volume would indicate
and thus makes quotas even more significant and necessary.

SPECIFIC MODIFICATIONS SOUGHT IN PRESENT LAW

In succeeding paragraphs, we would like to review briefly those specific modi-
fications in the present law which would be accomplished by H.R. 9475, and to
support the reasons for these modifications.

The imposition of quotas under PL 88482 are dependent upon advance esti-
mates, required to be made by the Secretary of Agriculture, in the volume of
imports that may be received in the year ahead. While this estimate can be,
and has been, modified on a quarterly schedule, and even though they are made
in good conscience and as accurately as possible, we submit the merit of setting
specific quotas on the products involved by determinations set out in the law.
This would eliminate the speculation surrounding the volume of imports allowed
each year and provide information to the industry on a fairly exact volume
that would be accepted.

We are now operating under provisions for quotas based on the average im-
ports in the five years 1959-1963. This five-year average includes the two highest
years of record—1962 and 1963. While the industry and most members of the
Congress have never sought the elimination of imports, and we do not do so
now, we contend that the base years of 1959-1963 allow for a level of imports
that is simply too high. Therefore, we strongly urge that this basing period be
changed to the average level of imports in 1958-1962, which in our opinion,
would be a more realistic figure and still allow access of foreign nations to
‘our American market with a volume equivalent to a percentage of our domestic
production. )

On another point, the imposition of quotas under existing statute cannot
become effective unless it is estimated by the Secretary, that the volume of
imports for the year will exceed the quota level by 109, or more. This provision
is commonly referred to as the “ten percent override”. It simply means that
exporting countries could actually send us up to 109, over the quota and said
quotas would not be imposed unless it was estimated that a little more than
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the 109, was due to arrive. The elimination of this extra volume seems entirely
justified since we now really provide for allowable imports up to 1109 of the
quota.

Quotas on the products covered by present law are on an annual basis only,
thus allowing for rather wide fluctuation in the tonnage that may be allowed
from month to month. Table III attached and covering the years 1964, 1965,
1966, 1967, show the fluctuations which have taken place in each of these
years. In addition, Charts I through IV graphically illustrate the pronounced
irregularity of the imports of beef, veal and mutton.

We seek quarterly quotas amounting to a volume equal to one-fourth of an
annual figure which will be a step toward modifying the swings which have oc-
curred and probably would continue in future years. Such 2 requirement is
absolutely necessary under the framework of industry efforts towards stabiliza-
tion of supplies on which I will elaborate later in this presentation.

Present 1aw makes provisions for quotas on only beef, veal and mutton that
is in the categories of fresh, chilled and frozen. Without question, these are the
imported products, the volume of which has risen phenomenally beginning in 1958
and reached high percentages of domestic production. Not to go unnoticed, how-
ever, is the fact that imports of lamb and pork have also risen rather consistently
since 1957. By 1966, imports of lamb reached 14,884,000 pounds, and imports of
pork totaled 298,349,000 pounds, both figures given in product weight. You are
referred to Tables IV and V that are part of this presentation wherein we have
listed the imported figures for each Year from 1957 through 1967.

While existing statute does not provide for quotas on pork and lamb, neither
does it provide for limitations on cooked, cured and canned beef, veal and mutton.
Though not a drastic increase, imports of these latter products have risen some
since 1964 and, unless precautions are taken, could increase to a degree that is
much more pronounced.

The Charts I through IV illustrate both total imports of beef, veal and mutton,
as well as the volume covered by the 1964 law. The volume between the two
charted lines, which largely amounts to cooked, cured and canned products, is
generally widening, reflecting some increase in these types of products.

Pending legislation would establish quotas on the Tariff items of fresh, chilled
and frozen beef, veal and mutton. It does not establish, and we do not suggest,
specific quotas for pork and lamb as well as cooked, cured and canned products.
We do recommend, however, and feel necessary, the provisions contained in
H.R. 9475 that would authorize the President to limit, by proclamation, the total
quantity of products other than fresh, chilled and frozen beef, veal and mutton,
if it is necessary to prevent unwarranted increases in the quantity of such
articles imported into the United States. These limitations would be in the
form of what are commonly referred to as discretionary quotas. Such authority
would provide the means for preventing exporters to the United States from
changing the form or containers or products and thus circumventing the law.

Beyond these provisions, H.R. 9475 and companion legislation would require
that products having quantitative limitations, but procured with appropriated
funds by the Department of Defense from foreign sources, would be included in
the volume allowed by the quotas.

IMPORTS DEFEAT INDUSTRY EFFORTS AT STABILIZATION

In this closing section, we would like to call attention to some of the circum-
stances in domestic production which have prevailed and created problems for the
industry, and then to explain what the industry is doing to alleviate these
problems. Finally, we will point out how large volumes of imported meat products
work directly against these industry efforts and accentuate the problems we are
trying to correct.

The historical records of domestic production .of red meat animals show rather
definite swings, and in years past the peaks and valleys have occurred with
reasonable regularity. Nearly everyone is acquainted with the so-called cattle
cycle which used to run its course in a fairly consistent number of years.

These cycles of production, however, have been tending to level off which
simply means that the peaks and valleys of production have become less
pronounced. As a result of various circumstances, the domestic industry is moving
to stabilize production of red meat animals and be more consistent on a generally
upward trend in the volume of meat provided in an expanding market.



3278

This is a healthy development, considered to be of great benefit to those engaged
in the production and feeding business and, at the same time, a more regular
supply of food is being made available to consumers. More and more cattle
feeders are feeding cattle in all months of the year and tend to maintain a rather
stable number in their lots. This is in contrast to a situation years ago when
many cattle feeders would buy only one or two shipments of cattle a year and
after they were finished, their lots would be empty for a period of time.

Likewise, swine production has tended to be more nearly stable throughout a
year. Formerly we had a rather huge spring pig crop reaching the market in
heavy volume during the fall and winter, with a much lesser crop in the fall
arriving at the market in lower numbers in the following spring and summer.
We still have a larger pig crop in the first two quarters than in the last two
quarters of a year, but we no longer have the great differences that existed years
ago. There are many swine producers who are farrowing sows at regular inter-
vals of four months, three months, and two months, and some have their opera-
tion geared to farrowing every month in the year.

At least some credit for more stabilization can be claimed by livestock organiza-
tions for their recognition of problems arising from irregular production and
their consistent recommendations that production be stabilized as much as pos-
sible. For quite a number of years, the National Livestock Feeders Association
has urged its members and others in the industry to feed cattle more consistently
throughout the year and has pointed out the very definite advantages of this
type of operation. At the same time, we have engaged in campaigns encouraging
the orderly and regular marketing of fed animals, not only from week to week
throughout each year, but from day to day throughout the week. We are happy
to note there has evidently been considerable response to those recommendations
and to these campaigns.

At the same time, this Association has been intensely engaged in programs en-
couraging swine producers to voluntarily farrow sows at more intervals through-
out each year, and thus spread out the nation’s pig crop as evenly as possible. Hogs
generally reach market weight from five to seven months after they are born
and thus the farrowing pattern rather definitely dictates the market availability.
Again, we can point with some pride to the developments and feel we can claim
some credit for them.

Along with these programs just explained which have been conducted by the
National Livestock Feeders Association, we have also encouraged the marketing
of cattle at lighter and more uniform weights. This for the purpose of holding
domestic beef production to a volume that will be accepted in the market at
prices more favorable to feeders and producers and more equitable in relation
to costs and prices of other commodities in this economy.

EFarly in 1967, when the fed cattle market was seriously depressed and rather
severe losses were again being sustained by cattle feeders, this Association in-
tensified its campaign on the weight problem. Average weights of slaughter
steers were running much too high and, during the second week of January, the
average weight of all steers sold at seven major markets was 1,160 lbs. Again,
there has been definite response to such a campaign and by the week ending Octo-
ber 2, the average weight of all steers at these same markets, was 1,108 pounds.
In the continuance of this educational effort, we hope it will be possible to hold
average weights at, or below, present levels, and thus contribute to the more
favorable price level for fed steers and heifers which we are seeking and are
S0 necessary.

Other organizations representing cattle growers are engaged in similar ac-
tivities with respect to the production of cattle in an attempt to stabilize num-
bers and thus contribute to the solution of the problems we have when domestic
supplies of beef may exceed what the market will absorb at favorable prices.
They encourage the sale of feeder cattle at younger ages and lighter weights
so the cattle feeder can finish the animals to the grade desired before they can
reach an excessive slaughter weight. We join in these campaigns as well, but
as an organization of livestock feeders, we emphasize more the matter of orderly
and regular marketing of slaughter cattle and the average slaughter weight, be-
cause this is the particular area of our member’s operations.

All of these are in the nature of self-help programs being conducted by this
Association and others in an attempt, through voluntary cooperation and realiza-
tions, to improve the financial climate for livestock people. While we feel we can
point to some measure of success up to this time, and expect to be even more
successful in the future, we certainly cannot depend on such cooperation from
foreign nations with respect to products exported to the United States. These
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imports not only add to our tonnage, but are able to undersell the same kind
and quality of domestic products, thus exerting a two-pronged price depressing
impact. In so doing, they counteract the very things we are trying to ac-
complish for the benefit of American producers.

Furthermore, imports enter the United States with considerable variation in
volume from month to month, and thus tend to defeat the pattern of production
and stabilization which we are trying to attain. Again we refer,you to Charts I
through IV showing the monthly imports of beef, veal, and mutton in the years
1964 through 1967. The top line in each chart traces total imports of beef, veal,
and mutton in these months and years, whereas, the lower line shows the cate-
gories of these products covered by existing law. The lower line in the chart
for 1964 represents the products that would have been covered had the law
existed in that year.

We call attention to the rather wide swings in the volume of products received
from month to month. The highest figure for products covered by the 1964 law
is 100.2 million pounds during June of 1966, and the lowest figure is 28.2 million
pounds in the month of January, 1965. In addition to the impact these imports
have on our entire meat market, the irregularity of the receipts contributes to
instability and varied tonnage in the total supply available. We wonder, there-
fore, how we can expect to achieve the goals we seek unless we at the same
time can modify the volume of outside products entering our market and establish
limitations on a quarterly basis that will tend to even out the flow that may be
allowed.

These are the reasons and the arguments for tightening the existing quotas,
providing for the establishment of quotas in the law and on a quarterly basis,
and granting authority for discretionary quotas on those products not covered
by the present law should there be unwarranted increases in the quantity.

CONCLUSION

We believe the reasons and arguments contained in these sections and para-
graphs fully justify a definite change in the foreign trade policies of the United
States whereby domestic industry is accorded consideration at least similar to
that enjoyed by industries in foreign nations. We feel definitely we have substan-
tiated the need for modifying the present meat import quota law of 1964 and
making changes that are vital to the well-being of our livestock growing and
feeding businesses.

Again, we are grateful for the opportunity to make this presentation. We re-
spectfully hope that this Committee and the Congress will honor the recommen-
dations that have been made, and will take favorable action as quickly as pos-
sible on the provisions contained in H.R. 9475.

TABLE I.—TOTAL BEEF, VEAL, AND MUTTON—U.S. IMPORTS (PRODUCT WEIGHT, 1957-67)

Million Million
pounds pounds

Year: . Year—Continued
1957 249. 447 1963 1,185. 286
- . . 834.707
731.166
953. 823
1,033.304

{In millions of pounds]
Month 1964 1965 1966 1967
anuary__. ... 96.970 31.438 60.263 87.211
February 53.901 39.740 68.794 68.484
March 77.094 75.820 56. 323 71.988
April 69.367 40.189 70.996 66. 800
May .. 55.699 63. 541 59.877 60.961
June 105. 568 56.299 112.230 80. 665
July._ 53.676 68.684 72.189 101.232
August___________ 88.080 73.870 101. 303 104.179
September_______ 58.441 74.872 104.742 108. 069
Qctober__________ 54.130 76.236 95.912 105.957
November____ . . .- 60. 840 66. 960 75.163 95.617
December._______ Tl llTTTTTTTTt 60.941 63.517 76. 031 82.141
Total 834.707 731.166 953. 823 1,033.304

Sources: Foreign Agricultural Service and Livestock-Meat-Wool Market News, U.S. Department of Agriculture.
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TABLE 11.—CARLOT WHOLESALE BONELESS BEEF PRICES

[{Per hundredweight]
Cow beef Bull beef
Year
Domestic Imported Difference Domestic Imported Difference
$53. 00 $47.88 $5.12 ., $53.50 $51.00 $2.50
. 00 49, 0 4.00 54,00 51. 00 3.00
52.75 48.75 4.00 53.00 51.00 2.00
53.00 48.25 4.75 53.50 50. 50 3.00
52.50 47.38 5.12 53.00 49,50 4,00
52.00 47.18 4.82 54. 00 49,50 4.50
52.50 47,88 4,62 54.00 50.00 4,00
52,50 48.00 4.50 54. 00 50. 50 3.50
53.00 47.75 5.25 54.00 50.50 3.50
53.00 47.00 6.00 54,00 5C.50 3.50
53.00 46.63 6.37 54.00 50.25 3.75
53.00 47.17 5.83 54. 00 50. 50 3.50
53.50 47.00 6.50 54. 00 50. 50 3.50 .
54.50 47.00 7.50 55.75 51.25 4.50
52.50 46.75 5.75 52.50 51.50 1.00
53.50 46.75 6.75 53.50 51.50 2.00
52.50 46.50 6.00 52.75 52.00 .75
52.00 47.25 4,75 52.75 52.25 .50
52.00 47.50 4,50 52.50 52.50 .00
51.00 47.50 3.50 52.50 51.50 1.00
50. 00 46.25 3.75 52.00 50.50 1.50
49.50 46.00 3.50 51.50 50. 00 1.50
50. 50 45,75 4,75 52.75 50. 00 2.75
50. 50 46.25 4,25 52.75 49.75 3.00
51.50 46.63 4.87 53.00 49.75 3.25
51.00 46.75 4.25 53.50 50.00 3.50
51. 00 46.38 4,62 53.50 49,75 3.75
51.50 46.38 5.12 53.50 49.75 3.75
54,50 46.38 8.12 55. (0 49.75 5.25
55.00 46.50 8.50 55. 00 49,75 5.25
55.00 46.88 8.12 55,50 50.00 5.50
85,25 47.25 8.00 55.50 50. 00 5.50
55.50 48.38 7.12 56. 00 51.50 4,50
55,50 48.75 6.75 55,50 51.75 3.75

Source: Reported in ‘‘National Provisioner.”

TABLE 111.—BEEF, VEAL, AND MUTTON—U.S. IMPORTS COVERED BY 1964 LAW (PRODUCT WEIGHT, 1964  T0 1967)

[Million pounds, by months]

Month 19641 1965 1966 1967
87.2 28.2 51.4 77.4
44,9 34,5 60.3 58.5
68.9 68.7 49.4 61.9
6L.3 32.4 63.3 58.8
511 52.3 52.0 51.5
98.1 41.9 100. 2 69.6
43.8 58.5 61.4 88.7
79.4 59.9 87.1 92.2
49.7 62.2 9L.5 89.7
46.3 64.4 79.7 91.8
55.8 57.2 61.1 82.3
53.3 53.7 66.0 72.4

639.8 613.9 823.4 894.8

1 Law not in effect in 1964. Figures represent volume of product that would have been covered had the law applied.
Source: Livestock and Meat Products Division, Foreign Agricultural Service, U.S. Department of Agriculture.
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TABLE IV.—LAMB—U.S. IMPORTS (PRODUCT WEIGHT, 1957-67)

Million
pounds | Year—Continued

Million

Month 1964 1965 1966 1967
1.864 0. 026 1.698 0.819
1.075 .476 1.264 . 591
.770 1.816 1.644 .987
.399 . 646 2.423 .972

781 2.069 1.354 810
1.335 604 1.742 16
1.181 1.200 1.210 890

653 976 .754 520

748 849 .631 1.502

538 1.038 1.136 1.595

341 1.823 . 409 1.316

753 1.016 .619 1.749

10. 438 12.539 14. 884 12. 267

Source: Foreign Agricultural Service and Livestock, Meat, Wool Market News, U.S. Department of Agriculture.

TABLE V.—PORK—U.S. IMPORTS (PRODUCT WEIGHT, 1957-67)

Million Million
pounds | Year—Continued pounds

133.0 1963 ...
.. 182.7 1964 __
.- 1749 1965
71.3 1966 __
- 172.8 1967 LI
203.8

[In millions of pounds]

Month 1964 1965 1966 1967

January .. 16.749 7.413 25,533 22,669
February___ 16. 023 20. 986 26. 504 26.734
M 19.676 26.774 31,498 31,745
16.330 27.712 29, 056 23.846

17.691 18.633 22,447 25.254

16.979 22,068 25,829 21.715

17.825 20. 521 21,958 25,551

15.894 21,035 17.787 24,461

17.892 23.078 22.037 21.135

18.073 22.9.6 26.293 23.120

16. 852 20.693 24,242 22.778

20.640 30.390 25.165 31.834

210. 524 262. 269 298,349 306. 902

Source: Foreign Agricultural Service and Livestock, Meat, Wool Market News, U.S. Department of Agriculture.
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TABLE VI.—BEEF AND VEAL—U.S. TOTAL COMMERCIAL PRODUCTION (CARCASS WEIGHT, 1958-67)

Million Million
Year: pounds | Year—Continued pounds
.................................... 16, 896
_. 18,965
.. 19,261
_. 20,355
[ 20,746

Month 1964 1965 1966 1967
............................................ 1,589 1,618 1,734 1,795
1,365 1,434 1,537 1,598
1,483 1,648 1,685 1,759
1,583 1,496 1,576 1,653
1,577 1,497 1,649 1,820
1,661 1,604 1,770 1,809
1,626 1, 1,627 1,662
1,561 1,652 1,815 1,807
1,627 1,714 1,790 1,714

1,720 1,691 1,744 1,
November. 1, 1,653 1,722 1,682
December_..._____... 1,637 1,657 1,706 1,648
Total 18,965 19, 261 20,355 20,746

Source: Livestock and Meat Statistics, Statistical Bulletin No. 333, and Monthly Livestock Slaughter Report, Statistical
Reporting Service, U.S. Department of Agriculture,
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Mr. Magpanz. Thank you, sir.
The Cramman. Mr. Kern. Mr. Kern, if you will identify yourself
for our record we will be glad to recognize you, sir.

STATEMENT OF GEORGE KERN, MEAT TRADE INSTITUTE OF NEW
YORK AND EASTERN MEAT PACKERS ASSOCIATION, INC.

Mr. Kern. Mr. Chairman, members of the committee, my name is
George W. Kern and I am president of George Kern, Inc., a New
York meat processessing firm established in 1891. I have personally
been in the meat processing business for 50 years. My company pro-
duces processed meat in excess of $4 million per year of which beef
accounts for about 25 percent of the volume.

I have been authorized to appear today on behalf of the Meat
Trade Institute of New York City and the Eastern Meat Packers As-
sociation, Inc., with offices in Washington, D.C.

The Meat Trade Institute of New York is comprised of a member-
ship that includes meat processors who account for the major portion
of sausage produced in the metropolitan area of New York. The East-
ern Meat Packers Association is composed of meat processors and
sorters in the northeastern area of the United States and these two
trade associations represent about 60 companies with approximately
6,000 to 7,000 employees.

My statement reflects the views of both of these organizations. We
are opposed to the restriction of imported beef, particularly the proc-
essing type which comes to this country from bull and cow carcasses.
It helps fill a deficiency which has been brought about in the past two
decades by scientific and efficient animal husbandry.

In 1920 our dairy cow census was 21.4 million, in 1967, the year
closed, 14.6 million, one-third less. This latter is the lowest number
of dairy cows we have had in the United States in 48 years.

Due to artificial insemination I approximate our dairy bulls are far
less in the same period. The supply of dairy cows and bulls in the past
20 years has averaged 2.9 billion pounds and has not increased.

In contrast, total table beef production since 1948 has increased 150
percent and represented in 1967, 91.1 pounds per capita. Imported
processing beef that came into this country in 1967 was equivalent to
5.3 pounds per person. Domestic supply was 9.3 per person.

Incidentally, imported table beef in the years 1965, 1966, and 1967
was 0.4 or about 614 ounces per capita annual consumption. Thus it
would appear the American cattle raiser is well protected by existing
law, sought and obtained. .

Imported processing beef has come to this country since about 1958
and in my company we have found this beef to be good quality, runs
90 percent lean with high protein value. It is a valuable source for
hamburger processors as well as sausage manufacturers. Sausage con-
sumed annually has doubled in the United States in the past 20 years
with per capita consumption going from 16.22 in 1947 to 24 pounds in
1967. It is generally conceded that more hamburgers are consumed
today in America than frankfurters and importing processing beef is
highly essential in both.

In the manufacturing of hamburgers the trimmings from table beef
cuts are generally so fat they must be mixed with lean meat to come
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into Federal compliance of 70 percent lean. Here it is a boon to proc-
essors to use imported processing beef and also keep down costs at
the same time.

Hamburger consumed is 83.5 percent of total beef consumed. The
figures of processing beef show that in years of short domestic sup-
ply there is an increase in imported processing beef. In 1965 per capita
supply of domestic processed beef was 11.9 while imported was 3.6
per capita.

However, in 1963 the figures almost balanced with 6.3 domestic and
6.5 imported. These figures apply to all processing meat used. Any
restriction to importing processing beef will also add to the cost of the
average family weekly food bill.

According to the U.S. Department of Labor, Bureau of Labor Sta-
tistics, hamburger retailed at 52.9 cents per pound in 1958. In the first
quarter of this year it retailed at 55.1 cents per pound and that is the
highest price in the past 10 years.

In this period the price increase has been 4.1 percent. Comparative
figures show frankfurters increased 8.7 percent and rib roasts 19.4.
The average consumer spends 26.5 percent of the food dollar for meat
and 25 percent of this is ground beef, frankfurters, and luncheon
meats.

In closing, the restriction of imported beef in our opinion will not
only increase costs of comminuted meat products but will also lower
the quality.

Thank you.

The Craryax. Thank you, Mr. Kern. Are there any questions?

If not, we thank, you sir.

Mr. Marsh, you have been before the committee in the past but for
purposes of this record will you again identify yourself, please.

STATEMENT OF EDWIN E. MARSH, EXECUTIVE SECRETARY,
NATIONAL WOOL GROWERS ASSOCIATION

Mr. MarsH. Yes, sir. Mr. Mills and members of the committee, Tam
Edwin E. Marsh, executive secretary of the National Wool Growers
Association, Salt Lake City, Utah.

In order to conform to the time limitation given me today I will
summarize my testimony but will appreciate having the complete writ-
ten statement in the record.

The CmaIRMAN. Without objection your entire statement will
appear in the record.

Would you like to have it following your summary ¢

Mr. MarsH. Yes, if that is satisfactory.

The Cramrumax. All right. It will appear that way in the record.

Mr. Marss. Mr. Chairman, our organization strongly endorses the
principles of your bill, H.R. 9475, to revise quotas on meat imports.
When the meat import quota bill was in conference between the two
THouses in 1964 one of the changes made was to establish an overall
annual quota of 725,400,000 pounds of beef, veal, and mutton instead
of setting a quota on each specie of meat asin the bill which the Senate
had passed.

In order to help control any adverse effects on either the domestic
sheep industry or the domestic cattle industry we would urge that



3289

H.R. 9475 be amended to set quotas by species on the average volume
of imports for the base period 1958 to 1962.

I go into that in a little more detail in my written statement, Mr.
Chairman.

Another change made by the conference in 1964 was to strike lamb
meat from any quota provisions. In the 1964 bill passed by a sub-
stantial majority in the Senate, a quarterly quota on imported lamb
had been established in the amount of 3,200,000 pounds.

In éhe first quarter of this year that quota was exceeded by 217,000
pounds. » '

Lamb imports are not only on the increase this year but they are a
problem in that retailers in our larger cities frequently use imported
frozen lamb as a fire sale item. This can and frequently does have a
detrimental effect on the price of fresh domestic lamb.

Examples of fire sale tactics by chainstores are shown individually
In recent newspaper advertiSements, three of which I would like if
possible to have reproduced in the hearing record, Mr. Chairman.

The Cramyan. We don’t ordinarily do that but without objection
we will for you, Mr. Marsh, as a part of your entire story to us.

Mr. Marsu. Thank you. In these ads New Zealand leg of lamb is
advertised at 78 and 79 cents per pound while fresh domestic leg of
lamb in the same area during the same period was selling at 99 cents
to $1.09 per pound.

In these ads New Zealand loin lamb chops are advertised at 89 and
99 cents per pound compared to domestic at $1.69 to $1.79.

As a result we are advised that three major chains have cut back
sharply on domestic carcass purchases and have substituted New
Zealand lamb.

New Zealand frozen lamb is generally recognized as frequently not
meeting quite as good acceptance as fresh chilled domestic lamb. How-
ever, the price differential is not 90 cents per pound or even 20 cents
per pound. Furthermore, some meat merchandisers predict the day
is not far off when frozen lamb will be readily accepted by the house-
wife. When imports force down the retail price of domestic lamb you
can be sure the reduction is immediately felt by tlie domestic producer.
It always has been.

Officials of the New Zealand Meat Producers Board at a meeting
last fall with officials of our organization admitted they had no con-
trol over the retail price of New Zealand lamb in this country. It is
quite obvious the absurdly low tariff duty of 814 cents per pound on
frozen lamb would come nowhere near meeting increased production
and wage costs in this country.

However, even though the duty has been so extremely low, New
Zealand and Australian producers are now to be given an even further
price advantage in competing with domestic lamb by an additional
51 percent reduction in that duty, negotiated in the Kennedy round.

This is certainly not discouraging imports, In fact, for the first quar-
ter of this year lamb imports increased 4214 percent compared to the
same period a year ago. Obviously, unless this tariff duty can be in-
creased to at least 20 cents per pound, quotas provide the only efiec-
tive means of holding imports at reasonable levels and protecting the
domestic market for lamb.
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Mutton imports likewise increased 53.9 percent in the first quarter
of this year. In fact, on the basis used for setting the overall quota
in the present meat import law, the quarterly average for mutton
would be 12.9 million pounds. Mutton 1mports exceeded this amount
in the first quarter of this year by almost 50 percent. It would there-
fore appear that an overall quota is almost meaningless and that to be
of any value quotas must be set on a specie basis.

While we realize that this bill gives the administration authority
to impose quotas on lamb in order to prevent unwarranted increases,
past experience would indicate the administration is not likely to ex-
ercise its authority to establish quotas unless required to do so by law.

In view of this, we would like to see the same type of quotas ar-
rangement provided on lamb in HLR. 9475 as on other specles and as
was provided in the original bill passed by a substantial majority of
the Senate in 1964. :

In summarizing our position on H.R. 9475, we endorse the bill and
urge that it be amended to provide quotas by species and to provide
reasonable import quotas on lamb. We also strongly endorse H.R.
11578 which you have introduced, Mr. Chairman, to set reasonable
quotas on importation of textile articles.

Mr. Morton Darman of the National Association of Wool Manu-
facturers spoke on our behalf last week so I will not burden the com-
mittee with any further testimony at this time except to say that we
strongly endorse the position he presented.

In closing I Wou1£ like to state briefly that we oppose H.R. 17551,
the proposed Trade Expansion Act of 1968. We feel that the adminis-
tration does not need further tariff cutting authority when we already
have a serious imbalance of trade. Australia is again pushing for a
further reduction in the duty on raw wool. Passage of H.R. 17551
could result in a duty reduction on wool to the detriment of our
domestic wool industry.

Mr. Chairman, that completes the summary of my testimony. I
appreciate the opportunity of being heard.

(The statement and newspaper advertisements referred to follow:)

STATEMENT OF EpwiN E. MARSH, EXECUTIVE SECRETARY-TREASURER, NATIONAL
WooL GROWERS ASSOCIATION

Mr. Chairman and members of the committee, this statement is presented on
behalf of the National Wool Growers Association, which has its principal mem-
bership in a 22-state area where 86 percent of the nation’s sheep, lambs and wool
are produced. The Association was organized 103 years ago and is recognized as
the spokesman for the sheep farmers and ranchers of the United States. The
two specific import commodities that our testimony will cover are meat and
textiles.

H.R. 9475—IMPORT QUOTAS ON MEAT

Our organization strongly endorses the principles of H.R. 9475, introduced by
the Chairman of this Committee, to revise the quota-control system on the im-
portation of certain meat and meat products. The present law covering quotas
on meat imports, Public Law 88482, was prepared rather hastily in a conference
between the two Houses. It was a compromise which many House and Senate
members were reluctant to accept but did approve only because they knew the
Administration did not want a meat import quota bill and because they felt
this was the only type of bill that the Administration would accept.

One of the changes which was adopted by the conference in 1964 was to set
up an over-all annual quota of 725,400,000 pounds of beef, veal and mutton,
instead of setting a quota on each specie of meat, as in the Senate-passed bill.
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Under this change, imports of mutton could be increased if there was a surplus
in Australia, for example, simply by decreasing imports of beef. The cattle in-
dustry of this nation could likewise suffer economic injury under this law if
mutton imports were decreased and beef imports were increased. In order to
help control any adverse effects on either the domestic sheep industry or the
domestic cattle industry which can occur through increases of one specie, we
urge that H.R. 9475 be amended to set quotas by species on the basis of the
average volume of imports for the base period of 1958-62. -

Another change which was made by the conference in 1964 was to strike
lamb meat from any quota provisions. In the 1964 bill passed by a substantial
majority in the Senate, a quarterly quota on imported lamb had been established
in the amount of 3,200,000 pounds. In the first quarter of this year that quota
was exceeded by 217,000 pounds.

Lamb imports are not only on the increase but they continue to be a problem
in that retailers in our larger cities, which are price-basing points, frequently
use imported frozen lamb as a “fire sale” item. This can and frequently does
have a detrimental effect on the price of fresh, domestic lamb.

Examples of fire-sale tactics are shown vividly in recent newspaper advertise-
ments. For example, one chain in Louisville, Kentucky, this past month ad-
vertised leg of lamb at 79 cents per pound. While a check showed this was New
Zealand frozen lamb, the ad did not so indicate, A spot-check of prices in Louis-
ville at the same time showed fresh domestic legs of lamb selling at $1.09 per
pound. This and two other chain store ads which we would like to have repro-
duced in the hearing record show New Zealand lamb at the following prices
compared to domestic prices in the same area and during the same period:

New Zealand Domestic
(per pound) (per pound)

Legof lamb__.________ $0.78 and $0.79  $0.99 to $1.09
Loin lamb chops_______________ .8and .99 1.69t0 1.79
Lamb rib chops_._____ .79 L39to 1.59
Lamb shoulder chops___________ I 11T TITIITITTmmTm T .65 .83to .93

New Zealand lamb sold here is, of course, frozen. While it is generally recog-
nized that frozen lamb presently does not meet as good acceptance as fresh lamb,
the price differential is certainly not 90 cents per pound, 80 cents per pound or
even 20 cents per pound. Furthermore, some meat merchandisers predict that the
day is not far off when frozen lamb will be readily accepted by the housewife.
When imports force down the retail price of domestic lamb, you can be sure the
reduction is immediately felt by the domestic producer. It always has been. Fur-
thermore, the producer is at the bottom of the totem pole ‘and has no place to
bass on price reductions.

Officials of the New Zealand Meat Producers Board, at a meeting last fall
with officials of the National Wool Growers Association, admitted they had no
control over the retail price of imported lamb in this country.

One of the purposes of an import duty has been to compensate for increased
cost of production in this country. It is quite obvious that the absurdly low
tariff duty of 3.5 cents per pound on imported fresh, chilled or frozen lamb, would
come nowhere near meeting increased production and wage costs in thig country.
However, in spite of the fact that the tariff duty has been at this extremely low
level during recent years, New Zealand producers will now be given an even
further price advantage in competing with domestic lamb by an additional 51
per cent reduction in that duty, negotiated in the recent Kennedy round. That
will certainly do nothing to discourage imports. In fact, for the first quarter
of this year imports of lamb increased 42.5 per cent, compared to the same period
a year ago, from 2,397,000 pounds in the first three months of 1967, to 3,417,000
pounds in the first three months of 1968, Suppliers report that heavy shipments
of New Zealand lamb may be expected in the near future at all our distribution
points. Obviously with such an extremely low tariff duty, quotas provide the
only effective means of holding imports at reasonable levels,

Mutton imports increased from 12,567,000 pounds to 19,322,000 pounds in the
first quarter of this year compared to the same period a year ago, an increase of
53.9 per cent. In fact, on the basis used for setting the overall quota in the
bresent meat import law, based on average imports for the five years, 1959-1963,
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the quarterly average for mutton would be 12.9 million pounds. Therefore, mut-
ton imports exceeded this amount in the first quarter of this year by 6.4 million
pounds or almost 50 percent. It appears that the present law is almost meaning-
less. To be of any value, quotas must be set on a specie basis.

We appreciate the fact that H.R. 9475 authorizes the Administration to im-
pose quotas on lamb and other meats not covered by quotas “to prevent unwar-
ranted increases” in these meats. However, past experience would indicate that
the Administration is not likely to exercise its authority to impose quotas unless
required to do so by law. In view of this and the circumstances I have outlined,
we would like to see the same type of quota arrangement provided on lamb
as on other species, and as was provided in the original bill passed by a substan-
tial majority of the Senate in 1964.

In summarizing our position on H.R. 9475, we endorse the bill strongly and
urge that it be amended as follows:

1. Providing quotas by species of meat as in the 1964 Senate-passed bill.
2. Providing reasonable import quotas for lamb meat as in the 1964 Senate-
passed bill.

H.R. 11578—IMPORT QUOTAS ON TEXTILES'

We also strongly endorse H.R. 11578, introduced by Chairman Mills, to impose
quotas on importation of certain textile articles. Our particular concern is, of
course, the heavy expansion of imports of wool textiles. These imports have
caused considerable contraction of domestic mills which are the only customers
for domestic wool. However, in the interest of conserving hearing time, as re-
quested by the Committee when these hearings were announced we will simply
say at this point that we strongly endorse the testimony presented to this Com-
mittee last week on behalf of the National Association of ‘Wool Manufacturers
and other textile associations in support of H.R. 11578.

H.R. 17551—PROPOSED “TRADE EXPANSION ACT OF 1968”

We oppose H.R. 17551 to renew authority to cut tariff duties up to 50 percent.

We maintain that the Administration does not need and should not be granted
further tariff cutting authority when we already have a serious imbalance of
trade. U.S. commercial trade (excluding agriculture) ran a deficit of $641 million
in 1967, adding to our balance of payments problem.

We understand that the Australian Prime Minister, when he recently con-
ferred with President Johnson, renewed the request for a further reduction in
the U.S. tariff duty on raw wool. Passage of H.R. 17551 would, of course, permit
a slash in this duty, to the detriment of our domestic wool industry.

For 10 straight years the United States has spent, loaned and given away
abroad far more than it has earned from its trade and investment overseas. In
our present financial crisis, when the country apparently needs higher taxes and
less Federal spending, we should certainly go very slow in granting authority to
make further reductions in tariff duties that we have been cutting for the past
34 years. We strongly oppose enactment of H.R. 17551.
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The CuarrmMaN. We thank you for bringing your testimony to the
committee.

Any questions? Mr. Ullman.

Mr. UrLmax, Mr. Marsh, it is true that—I think my memory is cor-
rect—in the 1964 quota bill, lamb was included in the version that
passed the Senate but was stricken in conference, is that right?

Mr. MarsH. Yes.

Mr. UrLyax. I am trying to figure out what the reason was that it
was stricken. I think it probably was that percentagewise lamb im-
ports in comparison to domestic production were not as high as in
other species such as beef and mutton. If that is true then what is the
problem on imports as far as domestic producers are concerned ?

Mr. Magrss. Mr. Ullman, while lamb imports in comparison to do-
mestic production of lamb, percentagewise, are not as large as in some
other species of meat imports, the effect of these imports has a much
larger 1mpact than the percentage would indicate they should have,.

That is because frozen lamb carcasses and cuts of lamb can come
here from New Zealand and Australia with a duty of less than 314
cents a pound, and eventually it is going to be cut to 1.7 cents per
pound, and with this low tariff and substantially lower production
costs in New Zealand and Australia the lamb cuts can be retailed here
from 20 cents to as high as 90 cents per pound under the current retail
prices of the same fresh domestic lamb cuts.

When a quantity of New Zealand Jamb _comes, for example, to the
Port of New York and is retailed in New York City, which is an im-
portant price basing point for lamb in a number of areas, retailed I
should say at fire-sale prices, it does cause retailers to resist prices
for domestic lamb.

Once we get a combination of these low prices with a bigger volume
of imports the domestic lamb producer may have to go out of business.

Mr. Urraman. Obviously, domestic lamb prices couldn’t possibly be
reduced to meet that kind of competition. What is the solution to your
problem ?

Mr. Mazrsz. I would say that one solution would be to, if we could,
increase the tariff to abouf 20 cents per pound. T don’t think that would
keep any lamb out of here and I don’t think it would stop any plans
to increase lamb imports. I think the other solution would be to add
lamb to the quota provisions of the bill under consideration, H.R. 9475,
and see that lamb and other meats have their quotas set separately on a
specie basis.

That isn’t the perfect solution but at least it would hold the cut-
throat competition in line by holding the volume to a point where we
could still have a market for domestic lamb at prices for which it has
to be sold at the retail level in order to meet domestic costs of
production.

Mr. Urtmax. T have before me a chart showing the ratio of imports
to production and consumption. There hasnot been a significant change
since 1964 in the ratio of imports, is that right ? :

Mr. Marss. Not a substantial change; no. For the first quarter of
this year lamb imports are running about 2.7 percent of domestic lamb
production.

Mr. Urraman. You are seeing some increases now and it is your fear
that if tariff-cutting authority did extend to this area it might sig-
nificantly affect imports; isthat right.? V
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Mr. Marsu. The tariff has already been cut, Mr. Ullman. It was cut
in the Kennedy round by about 51 percent.

Mr. UrLman. And has this affected imports ?

Mr. Marsu. The cut just went into effect January 1 and it was, of
course, very small this year. It is to be cut in five equal installments so
I don’t think we could determine yet, although lamb imports for the
first quarter of this year did increase substantially compared to the
same quarter a year ago.

Mr. UrLman. Thank you. Thank you, Mr. Chairman.

The CuarMAN. Any further questions? If not, Mr. Marsh, again
we thank you.

Mr. Marsa. Thank you, Mr. Mills.

The Cramrman. Mr. Adams. As I recall, Mr. Adams, you have been
before the committee in the past but for purposes of this record will
you again identify yourself ?

STATEMENT OF JOHN QUINCY ADAMS, CHAIRMAN, COORDINATING
COMMITTEE, FOOD INDUSTRIES OF NEW YORK, INC.

Mr. Apams. Certainly, Mr. Chairman. Mr. Chairman, distinguished
members of the Committee on Ways and Means, ladies and gentle-
men, my name is John Q. Adams. I am president of the Manhattan
Refrigerating Co. of New York City and also president of Union
Terminal Cold Storage Co., Inc., Jersey City, N.J. I have been in
the cold storage business almost 50 years and appear today as chair-
man of the Coordinating Committee of the Food Industries of New
York, Inc. I also appear for the Cold Storage Warehouse Association
of the Port of New York, Inc. We wish to register opposition to
quotas on certain food products, particularly imported meats.

The coordinating committee is a broad-based group. Most of its over
50 members are themselves large trade associations connected in one
way or another with the preparation or distribution of food in the
New York area. Our group encompasses just about every facet of the
food industry in the largest of all of our metropolitan areas in the
country. Typical of our members are frozen food associations, spice
associations, fish and seafood associations, merchants associations,
butter, egg, and cheese associations, warehousemen’s associations, dairy
association, food and vegetable associations, as well as meat and
poultry purveyors to hotels, restaurants, and institutions.

Incidentally, there was some mention made about the American
labor movement. Our coordinating committee represents over a mil-
lion union members. The total number of family members of those
unions is about 9 million people in the New York City area. The
total food industry complex in the New York City area represents
a capital investment of approximately $5 billion, with the number of
employees exceeding 100,000. This entire establishment would suffer
from import quotas on meat.

By virtue of my familiarity with the problems that confront all
of these types of businesses, I think I can at least attempt to see the
food industry in perspective as a whole.

As I have stated, my appearance here today is to register our
opposition to any of the many bills now pending before the House
of Representatives which would restrict the importation of meat
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or meat products. These bills are, in my opinion, unnecessary and
unwarranted.

The American consumer today is in the fortunate position of hav-
ing a tremendous choice of merchandise. With specific reference to
food products, no nation in the world boasts either such variety in its
stores or such quality in the foods on sale there.

Manufacturing this food and transporting it—getting it to the right
place when it is required—is a tremendous and complicated endeavor.
Maintaining food availability requires a constant balance of many
forces. American consumers are fortunate in being able to purchase a
wide variety of high protein, nutritious, low-fat content manufactured
meat products. In large metropolitan areas, such as my own, many
consumers depend upon products such as frankfurters, sausages, and
ground beef, as food staples. Imported meat serves an indispensable
role in supplying manufacturing meats for the many U.S. concerns
that make these necessary, low-cost food products.

As you gentlemen may well know, the New York City area has the
largest proportion of low-income citizens in the country and these
people, and the stores that supply them with food, depend on these
less-expensive meat products. It would be a crime to deprive the sev-
eral millions of these, mostly minority groups, of their regular diet. It
is well known in industry circles how much higher the price on these
important less-expensive meat products would go, if there should be
any further curtailment of available supplies of this type meat. I notice
someone said about 2 or 8 cents a pound. That is ridiculous.

The less-expensive meat foods we are talking about are, without
question, the year-round, daily diet foods of the poor, the old, and the
infirm—the blacks, Puerto Ricans, and other Spanish-speaking people,
ﬁs well as all recent immigrants. These are the people that need your

elp.

Over the last decade, suitable manufacturing meat from domestic
sources has become scarce. Though I claim no complete knowledge of
the beef cattle business, I am told this is because of the decline in dairy
cow numbers, the failure of an increase in bull numbers, increased
longevity on the part of beef cows—in short, because our sources for
the manufacturing meat are either declining or not keeping pace with
the tremendous upsurge in demand for such products.

Over these last 10 years, meat processors have come more and more
to depend on imported beef from Australia and New Zzaland to sup-
plement what is frequently an erratic and insufficient domestic sup-
ply. They may enter into contracts for the purchase of imported meat
well ahead of actual delivery and this gives them a form of insurance
without which prices would vary erratically.

But while the meat processors and retail stores depend on a free
availability of imported meat, it is the consumers who would be hurt
the most without it. In the lower income areas around the New York
metropolitan area, for example, these manufactured products are
mainstays. With our present concern with poverty, with hunger, mal-
nutrition, and even starvation in the United States, it would be tragic
to inflict yet another blow upon such people by the enactment of new
quota proposals on imported meats.

In times of calamity, whether natural or man made, people must
have food. The Coordinating Committee of the Food Industries, Inc.,
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does its best to plan for such occurrences to see to it that provisions
are made to assure that food will be available. For example, at the
moment we have set up procedures for supplying food on a large scale
in the event of serious rioting this summer in the metropolitan area.
Such activities are made possible principally because of the generosity
of companies willing to denate food resources, transportation facilities,
and their own time if necessary for the good of our community.

In appearing here today to oppose restriction of imported meats, I
am performing the same sort of function. I cannot stress too strongly
the dependence of certain parts of our society upon imported meat.

I submit that to cut off its supply in full or in part would be a grave
mistake.

Thank you. :

The Crarrman. Thank you, Mr. Adams. Did you want the list of
your committee members attached to your statement placed in the
record ?

Mr. Apams. Yes, thank you, Mr. Chairman.

MEMBERS OF COORDINATING COMMITTEE OF THE 00D INDUSTRIES, INC.

American Spice Trade Association, Inc.

American Fish Purveyors, Inc.

Association of Food Distributors, Inc.

Board of Trade of the Wholesale Seafood Merchants, Inc.

Bronx Terminal Merchants Association, Inc.

Brooklyn & South Brooklyn Retail Meat & Food Dealers, Inc.
Butter & Egg Merchants Association, Ine.

Cheese Importers Association of America, Inc.

Cold Storage Warehouseman’s Association of the Port of New York
Credit Executives Association, Inc.

Dairymen’s League Co-Operative Association, Inc.

Hastern District Meat & Food Retailers Association, Inc.
Eastern Frosted Food Association, Inec.

The Fishery Council

Food Industry Alliance, Inc.

Fruit & Produce Trade Association

Fulton Fish Market Association, Inec.

Fulton Market Fish Mongers Association

Gotham Restaurant Bakers Association, Inc.

Greater New York Association of Meat & Poultry Dealers, Inc.
Greater New York Wholesale Grocers Association
Grocery Manufactures of America '

Honey Industry Council of America

Hotel Association of New York City, Inc.

Jersey Fruit Co-Operative Association, Inc.

Long Island Duck Farmers Co-Operative, Inc.
Marketmen’s Association of the Port of New York, Inc.
Meat Purveyors Association of New York, Inc.

M. I. C.

Meat Trade Institute

Middle Atlantic Fisheries Association

National American Wholesale Grocers

National Frozen Food Association

National Prepared Frozen Food Processors Association
New Jersey Food Merchants Association

New York Association of Flower Distributors

New York Branch of United Fruit & Vegetable Association, Inc.
New York Fruit & Produce Purveyors Association

New York Mercantile Exchange

New York Preserves Association, Inc.

New York State Food Merchants Association, Inc.

New York Bronx Retail Meat & Food Dealers, Inec.

95-158 0—68—pt. ——38
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New York Wholesale Fish Dealers Association, Inc.
Northeast Poultry Producers Council, Inc.

The Olive Oil Association of America, Inc.

Poultry & BEgg National Board

Provision Manufacturers Association

Restaurant League of New York, Inc.

United Food Board of Trade, Inc.

United Fruit Buyers Association, Inc.

National Longshoremen’s Union

Teamsters Union

The CrarrMAN. Are there any questions? If not, we thank you, sir.
(The following letters and statements were received for the record
by the committee :)

STATEMENT oF HON. CLARENCE J. BROWN, JR., A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF OHIO

Mr. Chairman: I would like to call the attention of the members of the House
Ways and Means Committee to the plight of the farmer and the cituation with
which he is faced regarding the excess import of certain meat and meat products.

The farmer in this great Nation is a long way from enjoying the traditional
American right of unencumbered participation in the free enterprise system. An
example of inequitable treatment of farmers by the present Admimistration be-
comes apparent in the handling of import controls on meat and meat products.

Tor the first five months of 1968, meat imports subject to quota rose by 44 mil-
lion pounds to 352 million pounds as compared to a first five months total for 1967
of 308 million pounds—a total increase of 14% this year over last.

Along with other members of the House, I have introduced legislation to revise
the quota-control system on the importation of certain meat and meat products.
Basically my proposal would establish new guidelines on the importation of meat
and meat products. The quota would be based on the five-year period of 1958-1962
and would set the annual base at 585,500,000 pounds compared with the present
base of 765,000,000. The quotas would be imposed quarterly instead of annually
and would be established by law instead of by the Secretary of Agriculture. Pro-
vision is also made for the executive branch to impose quotas on the importation
of other meat products such as canned and cured beef, fresh lamb and pork not
already included in quotas under the present law. In addition, the bill stipulates
that offshore purchases of meat by the Department of Defense for the use of our
troops abroad or at home shall be charged against the quota applicable to such
meat.,

This measure has attracted wide support in both houses of Congress because it
is a step in the direction of strengthening the meat producing sector of our
economy.

At a time when-the American farmer faces serious economic challenges the
Meat Import Act of 1964 (Public Law 88-482) is entirely ineffective in giving any
real relief for meat producers in this country.

I urge the members of your Committee, in the recommendations which you
make as a result of your recent hearings on trade and tariff proposals, to place
the problem of excess meat imports high on the agenda so that an equitable policy
on the importation of meat and meat products may be established.

The economic strength of our Nation's agricultural industry could be at stake.
Any analysis of the history of our Nation’s economy and the great impact of the
agricultural segment of that economy on the total economy will demonstrate
graphically the influence the health of agriculture has on our entire Nation. While
the numbers of people engaged in agriculture may have shrunk in recent years, the
impact of agriculture on our economy is still great. We dare not let our entire
economy be dragged down by collapse of our agriculture because of foreign
imports.
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DEPARTMENT OF STATE,
Washington, D.C., July 10, 1968.
Hon, WiLBUR D. MiLLs,
Ohairman, Committee on Ways and Means,
House of Representatives,
Washington, D.C.

DEAR MR. CHATRMAN : The Department of State has received from the Austra-
lian Embassy a statement of the views of the Australian Meat Board concerning
the United States market for meat. The Embassy has requested that the state-
ment be transmitted to the Committee on Ways and Means for its consideration
for possible inclusion in the record of the current hearings on tariff and trade
proposals. ’

I am, therefore, pleased to forward three copies of the enclosed statement for
your consideration. :

Sincerely yours,
WiLLiamM B. MACOMBER, Jr.,
Assistant Secretary for Congressional Relations.
Enclosure:
STATEMENT BY THE AUSTRALIAN MEAT BoARD

(Statement submitted on behalf of Australian Meat Board by W. W. Stenning,
North American Representative, Australian Meat Board, the Cunard Building,
New York, N.Y.)

The Australian Meat Board

The Australian Meat Board is constituted under the Meat Industry Act 1964
and comprises five members representing livestock producers of Australia, two
members representing meat packers and exporters, one representative of the
Commonwealth Government and an independent Chairman.

Board finances are obtained from a levy on cattle, sheep and lands at point
of slaughter. This revenue is mainly used for the development of markets both
in Australia and overseas. Over recent years, the Board has allocated a con-
siderable sum for the promotion of lamb and for consumer education in regard
to meat generally in Australia, this being primarily aimed at increasing Aus-
tralian meat consumption.

The functions of the Australion Meat Board

The various functions of the Australian Meat Board can be summarized as
safeguarding the long-term interests of the Australian Meat Industry and to
this end, it has constantly worked in conjunction with the Australian Govern-
ment to ensure that Australian meat is marketed overseas in an orderly manner
and in such a way as not to harm the interests of producers in importing
countries.

The Board has representatives located in New York, London and Tokyo and
is constantly seeking ways of stepping up meat exports to markets other than
North America. In Europe and Asia, the Board has arranged a number of dis-
plays of Australian meat and has encouraged consumers in those areas to pur-
chase greater quantities of Australian meat products. Australia has significantly
increased its beef sales to Japan over recent years.

Although the Australian meat industry places considerable importance on its
overseas outlets, most of our meat production is consumed on the domestic
market. Over one half of our beef and veal is consumed in this country while
the respective figures for mutton and lamb, are 609 and 93%.

Australia, nevertheless, depends on meat exports as a major source of its
foreign evchange earnings, meat being the leading Australian export after wool
and wheat.

Structure of Australian meat industry

The Australian livestock and meat industries in their operations are similar to
those of U.S.A., being based on a private enterprise system. It is left to the in-
dividual livestock producer to decide what kind of stock to raise, when they
are ready for market and where and to whom they will be sold. A similar position
exists with meatworks, packing houses and meat trading companies.



3302

Importance to Australia of U.S.A. market

Australia is, by a wide margin, the major overseas supplier of meat to the
United States, providing more than half of all U.S. import of frozen manu-
facturing beef and mutton. Meat accounts for some 459, of Australia’s total
exports to the United States; thus the trade is of great importance, not only to
the cattle and sheep industries, but also to the Australian economy and our
capability for development and defence.

The U.S. Market is of vital importance to the Australian cattle industry and
of major importance to our sheep industry. More than T5% of our beef and veal
exports and over 30% of our mutton exports are now taken by the United
States. To appreciate the full significance of this to' the cattle and sheep
industries, it should be realised that some 45% of our total production of beef
and some 409 of our production of mutton is exported. Any further restric-
tion of access to the United States market would have a severe direct effect on
these industries.

It would be difficult to overstress the importance of cattle and sheep in the
Australian rural economy. They are, of special significance in the more remote
inland and nothern areas of Australia where they have been the basis for eco-
nomic development.

The Growth of the U.S. market has meant a great deal to the development of
the industry. For producers it has enabled them to improve herds, increase effi-
ciency and accelerate property development. This is especially so in the northern
areas which are heavily dependent on exports and which, under extensive range
conditions, produce lower quality beef which is very suitable for American re-
quirements. On the slaughtering side, there has been a substantial increase in
the number of meatworks, especially in the north. Moreover Australian meat-
works have geared their operations to supply boneless meat of the type and form
which the U.S. processors have required. Large sums of money have been in-
vested to achieve this purpose.

The U.S.A. need for imported meat

The development of Australian export of frozen boneless manufacturing meat
to the United States has occurred in response to a definite shortage of manufac-
turing type meat in the U.S. This shortfall in U.S. production of manufacturing
meat has reflected the increasing concentration of U.S. producers on the produec-
tion of better quality feed lot beef, from grain fed animals.

Imports are almost wholly of meat for use in processing and so not compete
with the bulk of U.S. beef production which is quality beef produced from grain
fed animals. Indeed, imports have been complementary to, rather than com-
petitive with, domestic production. Australian beef exported to the U.8. is frozen
boneless lean beef produced from range fed animals. It is virtually all used in
the processing industry where it is mixed with fat trimmings from domestic fed
beef carcasses and used for hamburger meat, sausage, ete.

Over 859 of all Australian exports of meat to the United States are beef and
veal, nearly all of which is used in the processing industry.

Frozen boneless mutton accounts for nearly all the balance. Exports of lamb
to the United States, are relatively small (less than 3 million Ib. in 1967) and
tho<e of canned cooked or cured meat are negligible.

For some years the American cattle producers have claimed that meat im-
ports—and in particular beef imports—are having a detrimental affect on the
U.S. cattle industry. This claim, however, does not appear to be borne out by the
facts. It is not intended to develop this argument in this paper since the rela-
tionship between meat imports and domestic production has been analysed in
depth in the submission of the Meat Importers’ Council and no useful purpose
would be served by repetition.

Orderly marketing of Australian meat inthe United States

While it does not believe that imports have been the cause of the difficulties
faced by the United States cattle industry, the Australian Meat Board has rec-
cognised the sensitivity of U.S. producers to meat imports and from the com-
mencement of this trade many years ago, has actively sought to ensure that
Australian exports do not disrupt the U.S. Meat market.

The Australian Meat Board has maintained close supervision of the develop-
ment of the meat trade with the United States. In order to ensure that Aus-
tralian meat is marketed in an orderly manner the Board has permitted exports
only to approved importers in the U.S. and has stationed a representative in
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New York to oversight the trade. To remove any possibility of direct competition
between Australian meat and domestically produced table beef the Board has,
on its own initiative, prohibited the export of fresh or chilled meat to the U.S.
and has restricted, to insignificant quantities, exports of meat prepared for direct
consumption. ‘

The Australian industry and the Australian Government have always been
ready to consult with the United States and to co-operate to ensure that our
exports do not damage the U.S. cattle industry. In 1964 Australia voluntarily
agreed to limit its meat exports to the U.S. and only to increase exports in ac-
cordance with a predetermined growth factor. The quantities involved for 1984
represented a cut back of 6 per cent on our 1963 performance.

Notwithstanding this Agreement (and similar agreements with New Zealand,
Ireland and Mexico) exporting countries have, since 1965, been faced with the
continuous threat of quotas under PL88-482.

The Meat Board also has taken positive action in regard to the pattern of ship-
ments from Australia to the U.S.A. Arrivals of Australian meat in the U.S., re-
flecting our southern hemisphere production season, normally tend to be at their
highest levels during the July-September period. This would appear to match
rather well with the seasonal pattern of U.S. production of manufacturing beef
which is highest in October/January, and with the pattern of U.S. demand.
Nevertheless, in response to concern expressed by U.S. cattle producers, the
Australian Meat Board has obtained the active co-operation of exporters and
sought that of importers, shipowners and end users, to secure a more even flow
of arrivals over 1968.

The development of markets for Australian meat outside U.S.A.

While the continued availability of the United States market is of prime im-
portance to the Australian meat industry, the Meat Board and exporters have
been making strenuous efforts to develop new markets.

Results so far are encouraging. Meat exports to Japan and Okinawa during
1967 at 100.3 million 1b. were 200 percent above the 1963 level and since 1964
Japan has been Australia’s main outlet for mutton. Increases in exoprts to Can-
ada, the Middle East and other smaller markets have been also significant. It is
anticipated that the continuing development of such markets will be of increasing
importance as Australian production expands.

The development of world trade in meat is greatly hampered by high trade
barriers erected in many traditional importing countries and Australia has con-
stantly endeavoured through bilateral and multilateral discussions to secure the
removal or reduction of these barriers. At the 24th Session of G.A.T.T. in Novem-
ber 1967 Australia strongly supported the establishment of the G.A.T.T. Com-
mittee on Agriculture which will examine the problems confronting international
trade in meat and establish a framework for future negotiations aimed at secur-
ing freer access to world markets. Prospects for success in these and other en-
deavours would be hampered greatly if the United States—the major trading
nation of the world—were further to restrict access to its market.

Trading relations between U.S.A. and Australia

In 1967, U.S.A. exported to Australia $US88Y million worth of goods, whereas
it imported only $US406 million from Australia, almost one-half of which was
Australian ‘meat exports. Any development which adversely affected meat ex-
ports could significantly reduce Australia’s ability to maintain its current rate
of imports.

The Australian economy provides an excellent market for U.S.A. exporters of
machinery, aircraft (both commercial and military) and other transport equip-
ment as well as such diverse products as chemicals, textile fibres, paper, lumber,
fertilizers, tobacco, plastic materials and scientific equipment. In the last decade
Australia has been one of America’s most rapidly growing markets and its third
largest buyer of defence goods; but over this same period, Australia’s trade
deficit with the United States has been of the order of $US2,500 million.

Based on Australian statistics the Australian market for U.S. commodities
during recent years has grown faster than the U.S. market for Australian goods,
and the balance of trade has moved steadily in U.S. favour. Imports of United
States goods represented 173% of Australian exports to U.S.A. in 1963, 208%
in 1966 and 217% in 1967 (year ended J une).

. Ag evidence of the increasing commercial ties between the two countries, it
is significant that a major U.S.A. Shipping Line is proceeding with plans to
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develop a large scale container shipping service from Australia to U.S.A. The
transport of refrigerated cargoes, mainly Australian frozen meat, in the north-
bound trade, forms an important part of the line’s plans.

Summary :

(1) The United States economy needs imported meat particularly for
manufacturing purposes.

(2) Australia is an important market for U.S. products and has a grow-
ing adverse trade balance with United States. -

(8) Meat is the major item in Australian exports to the United States and
hence of great importance to the Australian economy.

(4) The U.S. market is important to the Australian livestock and meat
packing industry.

(5) Australian policies have recognised the need for orderly development
of the market.

Sydney: June 17, 1968.

DEPARTMENT OF STATE,
July 11, 1968.
Hon. WILBUR D. MILLS,
Chairman, Committee on Ways and Means,
House of Representatives,
Washington, D.C.

Dear MR. CHAIRMAN : The Department of State has received from the New Zea-
land Embassy statements prepared by the New Zealand Meat Producers’ Board.
The Embassy has requested that the two statements be transmitted to the Com-
mittee on Ways and Means for its consideration or possible inclusion in the
record of the recently concluded hearings on tariff and trade proposals. In for-
warding these statements to the Department, the Embassy has noted that the
New Zealand Government endorses and supports the views expressed in the two
statements.

I am, therefore, pleased to forward three copies of the enclosed statements for
your consideration.

Sincerely,
WicLiaM B. MACOMBER, JT.
Assistant Secretary for Congressional Relations.

STATEMENT OF THE NEW ZEALAND MEAT PRODUCERS BOARD

The New Zealand Meat Producers Board is the elected representative body for
the livestock farmers of New Zealand. Since exports of meat provide the major
portion of the income of our farmers and, indeed, of the overseas receipts of the
country, we are deeply concerned with the maintenance of significant outlets
for our products in world markets. The United States has been, for many years,
an important market for New Zealand meat. The Board, therefore, has followed
with deep concern the proposals which have been advanced in the United States
Congress in the past year, proposing further restrictions on the importation of
meat.

New Zealand is a small country. Our area is somewhat greater, and our pop-
ulation somewhat less, than that of an average state of the United States. While
we have developed a variety of local industries and services, we cannot hope;
with so small an economic base, to provide for our population the great diversity
of complex products characteristic of the modern age, without relying heavily
upon imports for those products which cannot economically be manufactured in
New Zealand.

To pay for such imports we have developed several specialties, all stemming
from raising livestock on our favorable grasslands, New Zealand’s greatest single
resource. More than 909 of our exports have always consisted of animal prod-
ucts, notably meat, wool and dairy produce. We believe that we are the most
efficient producers of livestock and livestock products in the world. With reason-.
able opportunities to sell such products in competitive world markets, we have
succeeded in attaining a standard of living among the highest in the world. Con-
tinued access to world markets is vital for the continued well being of our con-
stituents and of our country.

In the United States market, we have developed a modest trade in three meat
products, boneless manufacturing beef, veal and lamb. The American livestock
industry has been specializing, increasingly, on raising grain-fed beef. Moreover,
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the dairy industry has been reducing its herds of milk cows. As a result, less
manufacturing beef is produced (more of the cattle go on feed, less veal is pro-
duced (fewer dairy cows, the main source of veal, means fewer calves), and less
lamb is produced (pasture is being increasingly devoted to cattle, in preference
to sheep). Thus, the supplies coming to this market from New Zealand have
served only to replace, in part, the deficiencies in American supplies which have
resulted from the shift of the American livestock industry from these three
products to more profitable activities, notably the enormous development of grain
fed beef.

Livestock prices fell in late 1963 and 1964, in response to heavy marketings of
fed cattle. Imports also increased, but far less than the increase in domestic
supply. Nevertheless, the domestic cattlemen blamed imports for the price
decline, and the Congress responded by enacting Public Law 88-482, which pro-
vided for quotas if imports reached or thereatened to reach certain “trigger”
points.

The cattlemen’s fears that imports might continue to rise proved ill-founded ;
imports have never threatened the trigger points. A comparison of market
experience since 1963 shows that the American livestock industry continues
to grow and prosper, while imports continue to supplement it in the very areas
in which domestic supplies are shrinking for causes having nothing to do with
imports.

The gains of the domestic beef raisers in this span of four years can be seen
plainly from these basic figures :

1. Domestic beef production rose from 16.5 billion pounds in 1963 to 20.2
billion pounds in 1967, a gain of 229,.

2. U.8. beef consumption rose from 94.3 lbs. per year per capita in 1963
to 105.6 1bs. in 1967, a gain of 129 per captita, for the bigger population.

3. Total imports of beef and veal (the bulk of it beef; combined figures
are more readily available) declined from 1.7 billion pounds in 1963 to 1.3
billion pounds in 1967, or by over 20%. The net import share of U.S.
production was 9.5% in 1963, but only 6.19 in 1967.

4. The price of choice slaughter steers, Chicago, per 100 lbs., in May 1964

. (Just before Congressional action on the quota bill) was $20.52. The latest

availaple figure, for April 1968, was $27.49, a gain of 349%.

Thus, the American cattlemen are far better off today than they were when
the 1964 Act was passed, with respect to their principal business, raising and
marketing grain-fed cattle, America’s specialty. Let us now examine develop-
ments in the import specialties, manufacturing beef, veal and lamb.

The largest volume of imported meat consists of boneless lean beef, of manu-
facturing grade. New Zealand has been the second largest supplier of such
beef. Imported mutton also serves for manufacturing, although New Zealand
does not ship mutton to the United States. The position’ of domestic manu-
facturing meat (mainly beef) has also improved since the 1964 legislation.

1. Domestic production of manufacturing grade meat has increased from
5.1 billion pounds in 1963 to 6.1 billion pounds in 1967, a gain of almost 209,.

2. U.S. consumption of manufacturing grade meat rose from 6.6 billion
pounds in 1963 to 7.7 billion pounds in 1967, a gain of almost 179,

3. Importy of such meat declined from 1.5 billion pounds in 1963 to 1.3
billion pounds in 1967, or almost 109%,.

4. The price of cows (average of cutter and canner grades), Chicago, per
100 1bs. rose from $13.20 in May 1964 to $17.87 in April 1968, or by 359%.

The meat imports include veal and lamb, which are New Zealand specialties.
United States production of both these meats has been declining steadily for
many years for reasons unrelated to imports. Imports, particularly from New
Zealand, have mitigated the supply shortages resulting from these domestic
developments. Again, the domestic producers have had improved returns, com-
pared with 1963.

1. Domestic veal production declined from 929 million pounds in 1963 to
792 million pounds in 1967, or by 15%. Veal imports also declined, from 26
million pounds in 1963 to 19 million pounds in 1967, an inconsequential share
in both years. New Zealand was the largest supplier, shipping 19 million
pounds in 1963, and 7 million pounds in 1967. .

2. Domestic lamb production declined from 727 million pounds in 1963
to 602 million pounds in 1967, or by 17%. Imports also declined from 18
million pounds in 1963 to 12 million pounds in 1967. New Zealand was,
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again, the largest supplier, shipping 12 million pounds in 1963, and 9 million
pounds in 1967.

3. The price of choice vealers, §. St. Paul, per 100 1bs., rose from $29.48
in 1963 to $31.61 in 1967. In April 1968, it reached $33.85.

4. The price of choice lamb, Chicago, per 100 lbs., rose from $18.69 in
1963 to $23.48 in 1967. In April 1968, it reached $26.82, the highest price
(but for two months in 1966) since 1952-53.

In the case of each of these products, New Zealand meat is supplying a real
need in the American market. It is doing so without challenging the American
cattlemen on their own ground: the production of grain-fed table beef. Indeed,
it is helping the cattlemen by providing a lean meat to mix with the fat trim
of grain-fed beef. Lamb and veal supplement the meager, shrinking, domestic
supplies, and help keep those products from being crowded out of the super-
market meat counters entirely.

There is no need for intensifying existing meat restrictions. Imports are
helping, not threatening the hearty, growing American livestock and meat
industries. '

JuLy 10, 1968.

STATEMENT oF D. C. ENxTz, CHAIRMAN, BoArRD OF DIRECTORS, ARIZONA CATTLE
FEEDERS’ ASSOCIATION

The Arizona Cattle Feeders’ Association, one of the many state Associations
affiliated with the American National Cattlemen’s Association, Denver, Colorado,
fully supports the testimony of the ANCA to be given the Committee, relative
to Meat Import Legislation (H.R. 9475).

We are most appreciative of the action of the Committee to schedule hearings
on this important legislation.

Since the passage of PL 88482, the Meat Import Quota Law of 1964, the beef
cattle industry of the United States has continued to be faced with excessive
imports of meats, thus making it extremely difficult for beef producers and
feeders to economically survive. The economic pressure experienced by the beef
cattlemen, whether producer or feeder, reflects to many other businesses that
serve agriculture (e.g., feed suppliers, financial agencies, veterinarians, commu-
nications, construction suppliers (steel, lumber, etc.), machinery, and many
others). It is of national significance.

Domestic beef production has expanded too much in the past few years and
one of the primary reasons for this situation is that “lower-grading” cattle have
been placed in feedlots which normally should go directly to slaughter for manu-
facturing type meats (hamburger and table ready meats). Imported beef has
restricted the slaughter of these animals which should normally by-pass the
feedlot and thus we find a situation of domestic over-production of fed beef. A
pound of beef is a pound of beef whether in the form of hamburger, roast or
steak and it all amounts to tonnage whether imported or domestic. There is
simply too much beef available, imported plus domestic, which economically
restricts the U.S. rancher, farmer and feeder in view of his continually rising
costs in all areas of production as well as taxation responsibilities.

We are in no way suggesting absolute elimination of imported meats but we
do request a revision of the import quota system in line with the language con-
tained in H.R. 9475 (and other similar bills).

STATEMENT OF ARIZONA CATTLE GROWERS’ ASSOCIATION

The Arizona Cattle Growers’ Association would like to submit, for the hearing
record, this statement in favor of H.R. 9475 and other jidentical Bills. We
appreciate this opportunity to present our views on this legislation of such far
reaching importance to the cattle industry.

CHANGES IN PUBLIC LAW 88—482

Cattlemen in Arizona and the nation were very appreciative of the action of
Congress in 1964 when P.I. 88482, establishing quantitative limits on meat
imports, was passed. This measure applied brakes to a situation that was
rapidly snowballing into an untenable situation. However, as is the case s0O



