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INTERVIEW 

American Trade Policy after the Kennedy Round 
Interview with Harris P. Dawson, US Commercial Attach~ in the Federal Repu- 
blic of Germany 

Not so long ago, Senator Dirksen, Republican, and his Democrat colleague, Senator 
Hartke, have placed before the US Senate e complete bunch of new restrictive bills on 
Imports, Intending to cut all Imports by laying down reduced quotas. They were to shield 
all the branches of the US economy that have to compete keenly In the world's markets, 
against the Impact of cheap foreign goods. These bills came not entirely surprising, as 
Immediately after the Kennedy Round a number of commentators were actuated by the 
fear lest the agreed tariff cuts should mobllise the protectionlsta In the US. INTER- 
ECONOMICS had occasion to talk about new problems of American trade policy with 
the Commercial Attach6 Harris P. Dawson. 

QUESTION: Mr Dawson,  the  
conc lus ion  of the  K e n n e d y  Round 
in the  middle  of this  yea r  was  
gene ra l ly  r ega rded  as a logical  
con t inua t ion  of the  l ibera l  t rade  
pol icy  of the  Uni ted  States,  which 
was d i rec ted  towards  an  increase  
of world  t rade  and  growing  inter-  
na t iona l  d iv i s ion  of labour .  W h a t  
effects will  the  ag reemen t s  of the  
Kennedy  Round h a v e  on the  
Uni ted  States '  to ta l  expor t s  and 
the  expor t s  of ind iv idua l  indus- 
tries? 

ANSWER: At  this  poin t  it is 
not  poss ib le  to s ta te  a n y  absolu te  
f igure or p e r c e n t a g e  b y  which US 
total  exports ,  or expor t s  of indi- 
v idual  industr ies ,  will  i nc rease  as 
a resu l t  of the  Kennedy  Round. 

Since the  tariff  cuts are  phased  
ove r  a five yea r  period,  the  t rade  
ad jus tmen t s  will be  gradual .  

On the  basis  of t rade  coverage ,  
the  Uni ted  States  rece ived  tariff  
concess ions  of mos t ly  35 pe r  cent  
reduc t ions  on about  $ 7 bi l l ion of 
exports .  Almost  ano the r  $ 1 bil- 
l ion were  bound  in a duty-f ree  
status,  so tha t  the  to ta l  package  

runs  close to $ 8 billion. These  
concess ions  are spread  propor t ion-  
a te ly  among the ma jo r  expor t  
marke t s  of the  Uni ted  States.  O v e r  

5 bi l l ion of expor ts  are  sub jec t  
to concess ions  in the  European  
Economic Communi ty ,  the  EFTA 
countr ies ,  and  Japan .  A n o t h e r  $ 
1.3 bi l l ion will benef i t  b y  con- 
cess ions  made  by  Canada,  wi th  

H A R R I S  P. D A W S O N  
spen t  27 yea r s  in  US G o v e r n m e n t  service ,  of which a lmost  one  
half  has  b e e n  overseas .  He is an  economis t  and  holds  two degrees  
from an  A m e r i c a n  univers i ty .  In addi t ion  to his th ree  years  in 
W e s t  G e r m a n y  as Commerc ia l  At tadl~,  he  se rved  in Pakis tan ,  
Greece,  Panama,  and  had  seve ra l  a s s ignments  in Wash ing ton .  
He was bo rn  in A l a b a m a  in 1911 and from 1931-1936 s tudied  
economics  at  Dar tmou th  Col lege and  its Gradua te  School of 
Business  Admin is t ra t ion .  Moreover ,  he  a t t ended  J o h n  Hopkins  
School of A d v a n c e d  In te rna t iona l  Studies specia l is ing in economics  
of deve lop ing  countr ies .  
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the  r e m a i n d e r  sp read  out  among  a 
n u m b e r  of smal le r  countr ies .  Our  
t rad ing  pa r tne r s  will  of course  
benef i t  in l ike amount s  by  s imilar  
cuts  in tariffs in the i r  expor t  
marke ts .  

The ma in  p roduc t  a reas  in which 
US expor t s  a re  expec ted  to ex- 
pand  as a resu l t  of the  Kennedy,  
Round are:  P roduc t ion  machinery ,  
au tomobi les  and  au tomobi le  par ts ,  
aircraft ,  scient i f ic  equipment ,  
pho to-equ ipment ,  f in ished wood,  
paper  and  pape r  products ,  and  
chemicals.  

QUESTION: Apa r t  from the  in- 
dust r ia l  sec tor  fa rming  expor t s  
p lay  a ma jo r  pa r t  jus t  in the  
Uni ted  States.  In the  course  of the  
nego t i a t ions  on tariff  r educ t ions  
the  USA n e v e r  left  a n y  room for 
doubt  tha t  a conc lus ion  of the  
K e n n e d y  Round wi thou t  facil i tat-  
ing fa rming  e x p o r t s  would  b e  
indiscussible .  Wh~" ~epercuss ions  
will  the  agreen~ ,s f ina l ly  reached  
h a v e  on e r  J r t s  of agr icu l tu ra l  
p roduc ts  from the  Uni ted  States? 

ANSWER: As  regards  expor t s  

of agr icu l tu ra l  p roduc t s  from the  

Uni ted  States,  it is l ikewise  no t  

poss ib le  at  th is  s tage  to forecas t  

wha t  the  effect  of the  K e n n e d y  

Round a g r e e m e n t s  will be. Or ig-  

ina l ly  the  Uni ted  States  had  re-  
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ques t ed  in the  agr icu l tura l  negot i -  
a t ions  b road  t rade  cove rage  and  
deep  tariff  cuts, s imilar  to those  
for indus t r ia l  products .  However ,  
th is  did not  p rove  negot iable .  The  
resul ts  of the agr icu l tura l  negot i -  
a t ions  are  the re fore  cons ide rab ly  
more  modes t  t han  the  resul t s  
ach ieved  in indust ry .  The EEC 
made  tariff cuts  on  agr icu l tura l  
i t ems  of a t r ade  va lue  to the  
Uni ted  Sta tes  of ove r  $ 200 mil- 
lion. Agr icu l tu ra l  concess ions  were  
ob t a ined  by  the  Uni ted  States  f rom 
Japan ,  Canada,  the  UK, the  Nordic  
Coun t r i e s  and  Switzer land.  These  
t ang ib le  benef i t s  from the  K e n n e d y  
Round  apply espec ia l ly  to US 
t r ade  in fruits and  vege tab les ,  oil- 
seeds,  tobacco,  va r i e t y  meats ,  tal-  
low, and  a n u m b e r  of o ther  prod-  
ucts.  The  concess ions  g ran ted  b y  
the  o ther  count r ies  cover  more  
t han  $ 900 mil l ion in impor ts  of 
such produc ts  from the  Uni ted  
States,  based  on 1964 figures.  On  
agr icu l tu ra l  p roduc ts  accoun t ing  
for ove r  $ 700 mi l l i on - - in  which 
the  Uni ted  States  has  an  impor-  
t an t  expor t  in teres t - - -dut ies  we re  
cu t  by  an  a v e r a g e  of more  t h a n  

40 per  cent. 

The  K e n n e d y  Round also in- 
c ludes  a new gra ins  a r r a n g e m e n t  
which will  p rov ide  addi t iona l  pr ice  
insu rance  to all  w h e a t  p roducer s  
a n d  which con ta ins  s igni f icant  
food aid provis ions .  A p a r t  from 
the i r  in t r ins ic  h u m a n i t a r i a n  worth ,  
these  p rov is ions  should  open  new  
commerc ia l  out le ts  for wheat .  Con- 
cess ions  won  at  G e n e v a  will m e a n  

inc reased  foreign m a r k e t s  for a 

n u m b e r  of Uni ted  States  farm 

commodit ies .  Agr icu l tu ra l  expor t s  

by  the  Uni ted  States  are  on an  up- 
ward  t rend  in any  case and  would 
inc rease  had  the re  been  no  Kenne-  

dy  Round. However ,  the  ra te  of 

inc rease  will be  fas ter  because  of 

the  successes  achieved b y  negot i -  
ation. 

QUESTION: On the  whole  it m a y  

b e  assumed tha t  the  ag reemen t s  

of the  K e n n e d y  Round would  

cause  a s t rong  increase  of exports .  

Is there--- in this c o n n e c t i o n - - a n y  

risk t ha t  thus  o ther  expor t  pro- 

mot ion  measures  will  lose  in im- 
por tance?  

ANSWER: No, and  it is my  
persona l  op in ion  tha t  exac t ly  the  
r eve r se  will occur. As tariff  bar-  
r iers  are  lowered,  l a rger  and lar- 
ger  segments  of h i the r to  p ro tec ted  
domest ic  marke t s  in all count r ies  

par t ic ipa t ing  in the  Kennedy  Round 
will  be  opened  to foreign com- 
pet i t ion.  I suspect  tha t  this  in- 
c rease  in world  t rade will resul t  in 
an inc rease  in compet i t ive  expor t  
p romot iona l  ac t iv i t ies  by  all  coun- 
t r ies  concerned,  ma in ly  in the  a rea  
of t rade  fairs and  d is t r ibut ion  of 

informat ion  abou t  newly  com- 

pe t i t ive  products .  

QUESTION: US exports  will  in- 
c rease  by  the  p l anned  tariff  re- 
duct ions.  Impor ts  will  also grow 
cons ide rab ly  by  the  r is ing com- 
pe t i t iveness  of fore ign industr ies .  
According to available estimates 
an increase  of impor ts  to the  
amount  of $ 3.6 bi l l ion may  be  
ant ic ipated.  Which  indus t r ies  will  
ma in ly  be  affected by  these  h igher  
imports  and poss ibly  ser ious ly  im- 

paired? 

ANSWER: I have  no knowledge  
of any  Uni ted  States  indus t r ies  

t ha t  will  be  ser ious ly  impai red  by  

the  tariff  cuts  resu l t ing  from the  

K ennedy  Round. In l ine  wi th  the  

ac t ion t aken  by  the  o ther  coun- 

tr ies par t ic ipa t ing  in the  K e n n e d y  

Round, the  Uni ted  States  remow~.d 

a number  of ar t ic les  from negot i -  

a t ion  or made  less than  50 pe r  

cent  cuts when  it j udged  such a 

reduc t ion  was cal led for in the  

l ight  of the i r  impor t  sensi t iv i ty .  

The i tems exc luded  from the  cuts 

of the  US tariff  are  bas ica l ly  those  

which are  expe r i enc ing  seve re  im- 
por t  compet i t ion  and  those  which 

would  be  l ike ly  to suffer ad- 

ve r se ly  if t hey  were  subjec t  to a 
50 per  cen t  reduct ion.  Indeed,  

unde r  US legislat ion,  our  t rade  

negot ia to rs  were  bar red  from mak- 

ing any  tariff cuts  on  US imports  

which would ser ious ly  in ju re  an  

ex is t ing  domest ic  industry~ I am 

sure  European  nego t ia to r s  worked  

unde r  s imilar  inst ruct ions.  I would  

also add tha t  s ince  the  tariff cuts 

are  phased  over  a f ive yea r  period,  

indus t r ies  will  h a v e  ample  t ime  to 
make  appropr ia te  adjus tments .  

QUESTION: In v iew of k e e n e r  
compet i t ion  to be  ant ic ipa ted ,  
some A m e r i c a n  indus t r ies  demand  
more  v igorous ly  t han  h i the r to  

p ro tec t ion i s t  measures  as a de- 
fence aga ins t  fore ign competi t ion.  
Accord ing  to Pres ident  J o h n s o n ' s  
la tes t  s t a t emen t s  the i r  in i t i a t ive  
has  been  warded  off for the  t ime 
being.  Mr  Dawson,  do you  still  
see  any  real  chances  for a grow- 
ing protec t ionism? 

ANSWER: I am f rank ly  opti-  
mistic abou t  the  abi l i ty  of the  
Uni ted  States  to ma in t a in  the  
l iberal  t rade  pol icy which it has  
cons i s t en t ly  fol lowed s ince the  
ea r ly  1930s. Your readers  will be  
aware  tha t  in addi t ion  to the  
s t a t ement s  by  Pres ident  J o h n s o n  
which you cite, the  Congress  it- 
self has  recen t ly  decided to post- 
pone  ac t ion for the  t ime be ing  on 
most  of the  pro tec t ion is t  bil ls be- 
fore it, the  one  on text i les  be ing  
the  chief except ion.  

Of course,  these  bills m a y  be  
in t roduced  again  in the  nex t  ses- 
s ion of Congress.  To some ex ten t  
the i r  fu ture  will depend  upon wha t  
happens  in o ther  count r ies  which 
are  ma jo r  t rad ing  pa r tne r s  of the  
Uni ted  States.  If o ther  count r ies  
adopt  p ro tec t ion is t  measures ,  it 
will he  more  difficult to combat  
p ro tec t ion i sm in the  Uni ted  States. 

M a n y  members  of the  Pres ident ' s  
cab ine t  h a v e  r ecen t ly  spoken  
aga ins t  protect ionism.  Secre ta ry  
of Commerce  A l e x a n d e r  B. Trow- 

br idge  s ta ted  before  the  Sena te  
F inance  Commit tee  tha t  the  t rad ing  

re la t ions  of the  Uni ted  States  wi th  

the  res t  of the  wor ld  would under-  
go a ser ious  setback if the  re- 

cen t ly  proposed  pro tec t ion is t  meas-  

ures were  approved.  Enac tmen t  of 

these  bills would p rovoke  v e r y  
ser ious  coun te r -measures  aga ins t  

Uni ted  States  exports .  Import  

q u o t a s - - a s  opposed to embargoes  

or h igh  ta r i f f s - -do  p re se rve  some 

por t ion  of the  domest ic  marke t  for 

foreign goods, he  said. However ,  

th is  would  not  avoid r e t a l i a to ry  

measures b y  other countries a- 

gainst US exports. Since the United 

States must buy  if it is to sell to 

the rest of the world, it is clear 
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t ha t  res t r ic t ions  on imports  should  
be imposed on ly  in except iona l  

cases. 

QUESTION: A l though  Pres ident  
J o h n s o n  opposes  the  in t roduc t ion  
of p ro tec t ion is t  measures ,  he  si- 
mu l t aneous ly  promised  the  th rea t -  
ened  indus t r ies  a s t ronger  govern-  
ment  suppor t  in the  shape  of tax 
reduct ions,  loans  at  low ra tes  of 
in te res t  or technical  aid. Wil l  such 
measures ,  a iming at the  main te-  
nance  of incompet i t ive  industr ies ,  
no t  wreck the  ag reemen t s  of the  
Kennedy  Round? 

ANSWER: It would  not  h a r m  
the a g l e e m e n t s  made  unde r  the  
K e n n e d y  Round. A n y  such assis- 
t ance  tha t  is p rov ided  would be  
t empora ry  in na tu re  and  would  be  
des igned  to aid in the  ad jus tmen t  
process.  W e  h a v e  no in t en t ion  of 
subs id is ing  and  ma in ta in ing  un- 
compet i t ive  industr ies .  

QUESTION: A p a r t  f rom reasons  
for impor t  res t r ic t ions  concern ing  
ind iv idua l  indus t r i e s  ano t he r  cause  
for the  impor t  r educ t ion  migh t  be  
s ta ted :  Accord ing  to the  resul ts  
of the  first  six mon ths  of 1967 
a ba l ance -o f -paymen t s  deficit  of 
~; 2.2 bill ion, or even  $ 3.9 bill ion, 
is be ing  ant ic ipated.  Both f igures 
exceed  those  of the  p reced ing  
yea r  cons iderab ly .  Is the re  any  
poss ib i l i ty  t ha t  in  the  Uni ted  States  
for cons ide ra t ions  of balance-of-  
p a y m e n t s  pol ic ies  a l imi ta t ion  of 
impor ts  mus t  be  advoca ted  in the  
nea r  future? 

ANSWER: Again,  I would l ike 
to emphas i se  he re  the  con t inu i ty  
of the  l ibera l  t r ade  pol icy which 
m y  G o v e r n m e n t  has  been  con- 
s i s t en t ly  fol lowing for the  las t  
t h ree  decades .  It is our official 
v iew,  and  one  which we h a v e  up 
to now b e e n  able  to ca r ry  out, 
tha t  the  d i rec t ion  of our  approach 
toward  ba r r i e r s  to in t e rna t iona l  
t rade  should  be  toward  inc reas ing  
l ibe ra l i sa t ion  and  not  in the  op- 
posi te  direct ion.  

I also wish  to po in t  out  tha t  it 
is not  in the  a rea  of t rade  where  
we face our  ma jo r  ba lance-of -pay-  
men t s  problems.  Indeed,  we had  a 
t rade  surplus  of 8 3.8 bi l l ion in 
1966 and  a surplus  of about  $ 2.1 

bi l l ion for the  first half  of 1967. It 
is r a the r  in such a reas  as tour is t  

expendi tures ,  m i l i t a r y s u p p o r t  costs  
abroad,  fore ign aid and  i n v e s t m e n t  
f lows w h e r e  we are cu r ren t ly  
h a v i n g  difficulties.  The Adminis -  
t r a t ion  is, of course,  wel l  aware  of 
these  diff icult ies and  has  deve lop-  
ed a n u m b e r  of p rograms  to di- 
min i sh  the  deficits in these  areas.  

QUESTION: However ,  don ' t  you  
rega rd  the  in tens i f ied  Buy-Ameri-  
can  campaigns  as ind ica t ions  of 
t rade  res t r ic t ions  which poss ib ly  
might  be  ex t ended  la ter?  

ANSWER: I pe r sona l ly  am un-  
aware  of any  " in tens i f ied  Buy- 
A m e r i c a n  campaigns"  recent ly .  
This  poin t  is, of course,  fre- 
quen t ly  ra ised wi th  me by  G e r m a n  
bus inessmen  and G e r m a n  Govern-  
men t  officials, but  I h a v e  been  
unab le  to get  any  deta i ls  about  
new pressures  in this  direct ion.  
I h a v e  b e e n  in touch wi th  officials 
of my  G o v e r n m e n t  in W a s h i n g t o n  
and  they,  too, are  u n a w a r e  of any  
inc rease  in Buy-Amer ican  act ivi-  
ties, e i the r  in leg is la t ion  or in 
specific cases ar i s ing  u n d e r  such 
legislat ion.  

In fact, the  pr ice  d i f ferent ia l  
f avourab le  to US goods for US 
G o v e r n m e n t  p rocu remen t  unde r  
the  Buy-Amer ican  Ac t  has  gone  
down cons ide rab ly  dur ing  the  las t  
t h ree  decades,  from 25 per  cen t  in  
the  1930s to a va r i ab l e  d i f ferent ia l  
of 6 per  cen t  to 12 pe r  cen t  today.  
I would say  the  t rend  is r a the r  the  
r eve r se  of wha t  you  indicate .  

QUESTION: Dur ing  the  las t  yea r s  
growing  uneas ines s  could be  notic-  
ed in Europe conce rn ing  the  h igh  
inves tmen t s  made  by  the  Uni ted  
States.  High tariff  p ro tec t ion  of 
some European  s ta tes  t ime and 
aga in  was men t ioned  as a r eason  
for these  i n v e s t m e n t  act ivi t ies .  
The  p l anned  tariff  reduc t ion  elim- 
ina tes  this  obs tac le  to a large  
extent .  Wil l  this  then  invo lve  a 
dec rease  of US inves tmen t s  in 
Europe? 

ANSWER: It  m a y  be  assumed 
tha t  the  ra te  of US i n v e s t m e n t  in 
Europe will dec rease  in the  next  
few yea r s  for va r ious  reasons.  One  
of these  is the  p l anned  reduct ion  

of European  tariffs  as a resu l t  of  
the  K e n n e d y  Round. In addi t ion ,  

as a resu l t  of the  genera l  e conomic  
s lowdown in Europe,  A m e r i c a n  
en te rp r i ses  will  be  less inc l ined  to  
set  up the i r  own  p roduc t ion  fa- 
ci l i t ies in Europe or to acqui re  
exis t ing  European  en te rp r i ses  or  
par t ic ipa t ions  there in .  Also,  a 
large  p ropor t ion  of the  US en te r -  
pr ises  in t e res t ed  in e s t ab l i sh ing  
the i r  own  opera t ions  ins ide  the  
EEC tariff  walls  h a v e  a l r eady  done  
so in r ecen t  years .  It may  be  ex- 
pec ted  tha t  the  e x p a n s i o n  of exis t -  
ing US p roduc t ion  facil i t ies in  
Europe wil l  be  on  the  dec l ine  as 
compared  wi th  p rev ious  y e a r s  
w h e n  the  European  economy  was 
booming.  

A f inal  fac tor  I h a v e  men t ioned  
earl ier .  The US G o v e r n m e n t  is no t  
encourag ing  US i n v e s t m e n t  in 
Europe, and  has  t a k e n  a n u m b e r  
of measu res  dur ing  the  las t  few 
years  to imp lemen t  th is  policy.  
One  such ac t ion  is the  In te res t  
Equal i sa t ion  Tax  which is des igned  
to d i scourage  the  flow of funds  
from the  US. A n o t h e r  measu re  is 
the  v o l u n t a r y  ba l ance -o f -paymen t s  
p rogram des igned  to cur ta i l  US 
inves tmen t s  abroad.  

QUESTION: M a n y  of those  con-  
ce rned  wi th  economic  po l icy  r ega rd  
the  K e n n e d y  Round as a first  s tep  
only  towards  a fu r the r  t r ade  l iber-  
al isat ion.  Mr  Dawson,  do you  
be l i eve  tha t  o the r  still  ex i s t ing  
t rade  obs tac les  (e.g. l imi ta t ions  of 
the  US Eas te rn  t rade)  can  be  re- 
duced in the  nex t  future? 

ANSWER: This  is, of course,  a 
difficult  ques t ion.  A n y  a n s w e r  on 
m y  pa r t  would  be  h igh ly  specu-  
lat ive.  I can  on ly  affirm the  l ibera l  
d i rec t ion  of m y  G o v e r n m e n t ' s  t rade  
pol icies  in  the  pas t  and  express  
the  hope  t ha t  if o the r  t r ad ing  
count r ies  pur sue  s imi lar  pol ic ies  
tha t  the  K e n n e d y  Round  wil l  be  
ano the r  ma jo r  s tep toward  fu r ther  
t rade  l ibera l i sa t ion .  Non-tar i f f  
t rade  ba r r i e r s  wil l  ce r t a in ly  be  a 
sub jec t  of fu r the r  discussion.  W i t h  
re fe rence  to US t rade  w i th  Eas te rn  
Europe, the  cont ro ls  tha t  are  im- 
posed  are  based  on s t ra teg ic  con- 
siderations~ this  r ep re sen t s  a dif- 
fe rent  k ind of t rade  problem.  
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