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THE ALVERTISING COUNGIL

WASHINGTON CONFERENCE
Wednesday, May 6, 196,

ER. MARTIN: When I had the privilege of viziting with
this group ‘a year ago, the situation was definitely different
than i€ io today., We were having a quiet run on our dollax, not
perhaps a oo gerious one, but its cumulative effect was giving
all of uz concern. We recognized that we had leng hod a tax
& ituation which hod been delayed in being corxected after the
war. aAnd while there were disagreoments as to whether it was
tax revigion, tax reform or tax reduction which was nceded, there
wag very little disagrecnment that something had to be done about
our tayx syston if we were to get the maximunm benefit from our
economy.

To nme, the most dramatic achievement of 1963 was the
change in the competitive position of American business. I am
generalizing when I say that, but I think the profit wmargins did
begin to improve by the end of the year. And whether they were

what people to lilke them to be or not, there is no question that
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our compecitive position in the worid improved. And it demon-
strated once again that Anerican business, when it gets a head
of steam on and sees the problem, can do what is necessary to
colpete.

Precidont Xennedy in his balance of paymenis message
in July of last year covered this problem adeguaiely. Whether
enough was there or not waas not the point. The fact was that he
had covered all the avenues that would need to be followed if
we were to bring abouil equilibrium in oux balance of payments.
And he indicated that in the event we were not succesgsful in this
program, which inecluded, as you know, an increase in the Federal
Rescrve digcount rate from 3 to 3-1/2 pexcent, and a recognition
that we could not b2 isclationists on intereast rates any more
than we can be isolationists in politics today. The flow of money
around the world is such that we have to be aware of interest
rate differcemtialc, particularly with respect to short term
movements, if we ever hope to maintain our position ag a lead-
ing trxading pcwor.

It also seemed to me that his message indicated a
reognition of the fact that reducing unemployment and promoting
growith in hringing about equilibrium in our balance of payments,
but regardless of the emphasis that wae placed on one or the other

6 at the time was one and the pame problem. And it seems to me that
the wesults asince that time have indicated that we can move in

theae dixections simultancously and with a certain amount of
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succuss,

o, as we approacit the poescent sivoation wve are not
mdar tho gua o g possitle dedlacion an we were 4 yeay ago.
1 o doing something that L ooy to keep avay fvom hoere when I
am indicating he future, bocause in the Pederal Reserve we txy
1ot to ke fbrocasters, but try to analyze things as they are. But,
noverthelaess, I don't bholiecve in ny judsument that deflation is
the problem at the momenic. I think that we all recoynize that
yo have nore unemplovient than we would like to have, and there
are diffowing views as to how we should tackle this uneuployment
proklem. and we should certainly bhond every eifort that we have
to improve the uncrployment picture. But at the sane time we
musi recognize that we are acw in an expanding economy. And
the majovitcy, I thiak, of consensus today ie that we arg not
irmediately faced with a possibility of a decline in buginess,
Thozefore, the threat of inflation rears its ugly head once again,
And we have had recurring thyeats of inflation and zecurring
ipnflation in the entire poatwayr world, This neans, obviously,
that dhe period that we are now Woving into reguires prudence
and caution. I think that the Precideat has rightly strensed
the reaponsidllity of busineas men and of labor ©o be. prudent
okl eoutious in the way they handle the prospezity that we are
prosoatly enjoying, But vhon I uge thias word "prosperity," I am
not saying that it'e wvhat it ought to bo or that it's necessarily

all that it is going ¢o he, but I om saying that we are in a
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situation now where we can accept a certain amount of prosperity.
And we should nover be afraid of prospérity.

Thore ave a cextain nuuber oF people who conatantly say,
"Well, thinges ave so good they just can't go on this way." I
dontt believe that we should evei take dnt view., X tThink that
prooperity in nothing to be afraid of. But how you manage .
progpoxity is in the long yrun the guestion of how you sustain
it. And this is wheze the role of the central bank comes in,
and this is really the g;at“of ny comments today.

It secng to me thav what we have and what is required
in the centyal banking system is an undeyxstanding that, £irat,
the central banks should sce that there is cnough money for the

legitimate reguiremenis of busginess. That's a primary respongi-

bilicy. bBuat having done that, it is our responsibility to regu~
late the total supply ©of money in such a way, including its cost
and iits availability, that the marginal reguirements of business,
tho lou.xcquizements of businoas and thae low prlority requirements
of goverimcnt, €o not wasto themoelves in speculation and'rising
piricon in a time of expanding business. So that conversely you
can uge, o the ontent that it can be uesed in & pexiod of declin-
ing boocdiuosy wonetary policy to stimulate nome speeulation and
ol o ddeny, and to poerhaps contyibute to adjusting and keop-
iwg e deeline dvom getting out of hoand,

Tn oibwr words, Lo put it giuply, to Level the poaks

wird o €ALL oin the valleys. %his ig the basic role of a ecentral

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Digitized for FRASER

29

Lok, TE voguines judgnoud, i€ roguizes eourage, it roguires
U Hruke Uil o Cine gone qudgnenis with zeonost te the
fatnve.  LEhs wowe flexible than othoer inotrwaonis oi policy
Losause Lt oan be adjustad moxe quiclkly. You can Love in elther
divoction wvithout, in my judgront, doing too much dannge, and
it cowtainly ig not the controlling factor alone in the econowy.

Loe e gust eloge by sayving that I rate the forces in
the econony, as many of you have heaxd ne xate thom befoxe, as
budgotary boiuy number one, and in this conneccion, I think that
thoe Presidont'sc enphasis on reducing wmecessany expenditures
in government has heen helpfol to all of us in the period that
wWo are pyesoatly in.

In the second place, we are using f£igcal policy because

the tasx program is new under way. To what extont it will stinmu-

Late businecs, wo doa¥t know. Put we know that cumulatively
it ig likely ©o eancourxage buginess fuxihor.

In the arca of dobt manamemani, the redoral Recerve
han worked vouy elosely with tho Treagury and the Treasury has
been mogt coopavative in seeing to it that we have icsues that
nalze Lt poscible sor ug to finance the deficit outoide the bank-
ing swstonm,

0f couxrse tho Teeasury has a problem in this beocause
we have o &-1/4 povcont ingeorest ceiling. And if we reachod a
peine vhoere ve could noe dealk with that, there ig a real

vronlatt vith the Mweasuyy ond the Mdderal Reserwve in that.,
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8o iay, hewever, we have had no problem in £inancing the deficit
outside the banking system. And there has been complete coopera-
tion and harpony betweoen the "reasury and the Pederal Reserve.

You are all familiar with thoe wage price problem and
hore wo have vo waitch developnonts and await dovelopuents.

Honotary poliey igs the fourth of these policies,
Honetary policy must be maintained alext, but it must also keep
in front of poople the fact that when money ig 20 available as
it hao boen there is a tendency for a deterioration in the quality
of exodii to perxsint and conltinue. In the building of hotels
and wotela and salti-fawily dwelling unitse and in other real
egtute ventuzen, and in particular, there has been a tendency
to exbtond torwo and to engage in aetivities which may ultimately
eaune wy trouble, 1 dontt ¢hinlk that point hag beon reached yet,
but I ¢hinlh we would be unvioe not to be ecalling attention to it.

And Lot wo just elose by sayiung thot I think it's good
for all of us, in a period such us the present, when we have an
opportunity to think about it, to be boginning to think about what
woe do whon we have another rocesgion, because we will have another
recogpion ot some time. And I hope no one will think I am fore-
éautiuq a youepnion now. Buit it is in periocds iike this that
wa have got ¢o thinlk about ié. It will be more difficult to
et a0 tint ot vhe nostt time if we are trying to stimulote the
Qooioly, breause we are no ].Onge:c' to tho aaue goxtoent as we

wore before under the gun of the war time tax problem, It
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Will ho wmoye didiicalt for we to wie eauy nmonoy policy bocauoo

U hve aowl R, very ofdeatively, aud aggronsively duving chio
recont poyiod. Bad At will be, theredore, incuambaai upon ug
to soa voidl that we do what wo can by prudence oad dioseipline
to gtroteh vt the current pewiod ol pvospority and to usze what
epeaditures we can o duprove the whaploynons ptoatare at evoery
opuortunity, so thai we ean eontinue to have tho geowith and the
developacnt and the move toward eguilibyrium in our balancoe of
payhcnis wiihoh Les woguiyed.

'Yhanl. you.

(hpplause.)

HU, DEGIT: We wikl now open up the four oificials
to guestiows frxeom the pasel.

L would like to juot very bhricfly introduve thom,
although ¥ om suxe noci of yvou know thom all,

Rivst, dr. Gokaxiol Hawge, President of the lanufaciuarors
anover firust Company.

I, Jouoph Grazier, Choiman of the Amevicenn Nadiatoyr
and Standand Sanitary Covporatian.

e, 7. R. Bernar, Chaivmun ond Pregident of thoe
Cuyilan-lyicliy Corpoyation,

Aad e, William HDewitt, President of Deerxe and Company.

Just five away.

L. BAUSE: Well, I don't know whether I am to atart,

boonuse T oam up hore atc this end, hut ¥ will open off, M.
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Chairman, with a question that has been prompted by the remarks
of two oy three of the speakerxs.

And I night do it in toerng of an artiele I read in
the Hew Yorxrk Journal of Commerce the other day, writien by
pProfoggor Ioary Wallack of Yale University. He recalled that
at the tine the tax cut wags proposed an imporiant pari of the
analytical bagic for the tax eai was thai the burden of sustaine
ing or doveloping the cconcrky could be put on fiscal policy,
and the burden of fighting for stability on a price and balance
of payients fund could be wcre logically rescrved o tonetary
policy.

Row wve have had the tax cui, and we are ocut ilanto the
boginning part of the e«ffective period of this tax cut. »nd
from the comments that have been made here today, it is fair to
conclude that we can expecit to have some more favorable cifccis
from thic tax cut.

The queotion peased by Professor Wallack, and I vihiuk
wvould bo of intereat to many menmbers of the Confervnce, and this
gocs back in a way to a statement in the Presideni's econonmic
repoxt of last Januvary that it would be scli-defeating to cancel
the stimulation of a tax cut by tightening credit, ia vhat is
the thinking today of the rclation of monctary and fLiscal pelicy
at this stage of the cycle, and with the progpect for apparently
a good deal more pressure on the economy as time goes on?

GECRETARY DILLON: Well, I would be glad to say at
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least a boginuing worxd on that.

I think that probubly applicu to a number of ua here.
It covorn a 33;:0:;61 RETTHW

¥ do think that the arguwent that #£iscal policy had
to bear a greater proporiion of the load in atvimulating ouxr
ceonomy hag boen jjust whatls happened becouse fairly oa,
vight in the boginning, and cven in the spring of 1961, wo
never aliowod - or in the wintory of 1660, we nevor allowed
nonetazry policy the freodow thai it hod in the preceding
recoggions during the 50's, when the price of choxt term money
wont dovmn o roughly half of one pelcont, IThis time, begause
of balance paymonta reasond and no othor wouson, it never went
balow for a vory short poriod maybe 2-1/8 pevecent, which is
guite a lot different. Aand thon it kept, no we naw the needs
moving upwarda, the short torm xate, rvight along. &And,
finally, with the discount .rote incerenge lant aunmer and
ptabilization ns a reoguli of that vate shortly thoreafter of
our short term ratos at about 3-1/2 parcent; and #itting iﬁto
that relamations, two of thom of rogulation O h& the Pederal
Regerve System, which allowad che paynont of highor rates on
time deponits and savingo deoponits, T donft think that there is
anything wach furthoxr that monuﬁary policy could very usefﬁlly
do in the balance paywenta ficld. And so then we did turn
parnllel to all this &uring this period, to tax ieduction ag the

prine motor o allow thig improvement, econcomic luprovement to
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carry on. and I think that situation is still maintained .

ag Hr. Hartin points out, ve hive come to sort of a
new situation where it is far wnore difficalt with convertible
currencies to use moneiary policy in the event of a receasion
the wvay it uzed o be uned beeause we have ¢got o maintain short
torm iantorwest patos relutively parallel throughout the world,
throughiowt the parts of the world vhore woney flows. That can
be done by action on both sides and i& done that way.

SoRe way coy. "Nhj don't we handle the whole loag texm
porifolio problom, alco, by monetary policy?" And the argument
in that is that that just isn't possible. o do i1t would require
at least & full one percont inercase in the present levels of
intereat rates for morxigages, for all sorts of ciher ~- for
municipal bonds, corporate bhonds, borrowing gencrally. We do
some $40 billion or 540 billion to $50 billien of that sort of
buginess in a year here. 'That ig the flows of mavings in and
the flowo. of gavings out. And to aemchow to be able o force
that rate up one parecent to cut down a $2 billion outflow, a
very snall piece oflthat that'es going abroad, is soxrt of an
extrene example of the tall trying o wag the dog. And we just
don't think it could bo done, even if you set out to try and do
lt.

Also, if you look back historically over any long
period of time, the longer teyxm riten that are presently currently

in furape are fxr higher than they were in many periodes of the
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past. Taking the whole Nincteenth Century, for instance. And
our rates are wuch nearer what would appear to be, at least
past history, proper rates of an economy that is relatively
advanced. In under~developed countries, of coursa, they have
mach higher rates.

8o I don't think that anything that's happening now
ig econtrary to what -- the guestion you are posing certainly I
don't think - iyone in the government, and certainly not the
President, would feel that we should not use monetary policy.
The dollar got in trouble, he has said so very clearly, and is
fully prepared to back up the Federal Reserxve, whose primary
respencibility is to do that. So I think that there really
isn't a great problem there.

MR. DUTTOR: Mr. Martin, do you have any comments?

MR, MARTIN: Well, I would just comment that we‘have
been vexy aware of the problem. A year ago, to go back again,
we were talking sbout not financing whatever deficli that
devoloped through the banking syotem. And we have been sﬁcceas-
ful in maintaining that pogition.

Now, just to show you how you can be wrong on these
things, if you had asked me at that time what would be the
effect on interest rates when the tax reduction--

VOICE FROM THE FLOOR: Louder.

MR. MARTIH: (chtinuing) If you had asked me what

would have been the effect on inkereat rates when the tax
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reduction went through, I would have sa;d it would have caused
an increase in inteorest rates. . It actually has not, because
retained ecarnings and depreciation of corporations has been
adeguate up to the present time to meet their reguirements.

And on the projections that twre use at the Board, those that I

peroonally use at the Boawd, the roguirements of the community

for wmonhoy hove heonr far below anything that I anticiﬁatedf
Thorefore, we have pursucd a ncuiral poliey in the Federal
Resecrve, We arve waiting fox the market to determine what the
forces are. And I belicve that there is no immediave prospect
of an increase in interasc rates based on supply and demand
factorag.

Neiz, we have been dealing here with a lot of expecta-
tional forces that are always in markets. There are a lot of
people in the warket who inmediately jump to the same conclusion
that I wag jumping to, that when the tax reduction program went
through the demand for credit would surge here. Only they went
one stop further and said, "And the Federal Reserxrve will lead the
move toward higher interest vates." Well, the Federal Reserve
haonft lead the move toward higher interest rateg, and I don't
think the lederal Reserve should lead the move toward highex
inteorest ratou. I think we try to lean againat the wind but we
don't ¢ry to make the wind., aAnd two or three times the money
market hao boen fouiod by these expectational forces here. What

they will be . in the futuxe, I am not forocasting, but I can assure
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you, as I tricd to in my general remarks, that the Pederal Reserve
is very aware and alert to this problem, and that it is our inten-
tion to do what we can here o prevent a spceulative boom develop-
ing, or an inflationary surge which could come ai any time, which
would mean that the sustaining of this prosperous period would
be shortened. And ifit were shortened, unless all of us are
alert and metive on this, it will mean that we will have a
larger reecssion than we would eotherwise have from the inevitable
corrocitions that always come in an econowy.

MR. DUTTON: Walter, do you have a comment on thia?

MR. UPLLER: Woll, juat one guick comment, which I
think Gabo Hauge io well awnro of, and -that is that as compared
with about goven years sgo, before our persistent balance of pay-
mentes deficit became & balance of payments problem, and before
we developed the poeraiatont slack in the cconomy, mony of us
viere advaqnting just the opposite policy; namely, tighter budget
pelicien, surpluses at full employment and relatively casier
monetary policy to put more funde into investment. And I think
that there has hoen a vory subetantial change. Economists are
capable of adaptiing to the cituation and I think there iz a
general acceptance of the proposition that relatively speaking
there should now be a heavier relionce on fiscal policy for
expangion. And that thig, obviously, in the course of time gives
grenter freodom o monetary policy to do the job on the inter-

notionnl front.
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And I Cthink that the cxplanations given by both
Sweeretary Dillon and Chaiwwan ilartin indicate that the tool is
there, bat that at the preusent tiwe we are in the happy position,
both on expunaion and on the balance of paywoents front of not
having to tighten on the monctary fLroat.

QUESTION: Contiunuing the came thought, all of us,

I am sare, applaud the courage and foresight of the Adminiotra-
tion and its action on taxecs, But I wonder if we nien't over-
estinating, or iLf we haven't over-estiwated from the top down

the rapidity with which the tax cut or the benefits of it can

be translated into theose things which create jobs, and unemploy-
ment renaing a very sexious problom. And since it doen, can't
this result in rather serious political frumtrationa, and perhapsa
some punp priming activities which may accentuate and aggravate
this monetaxy zituation?

MR, DUPTON: Waltox?

MR. HELLER: 'Wbll, as I tried to say, in my comments,
we have, I think, pretcty consistently, both in the Treasury and
in the Council,; in faect, throughout the Adminigiration, tried to
say that the impact of the tax cut waa not going to be an over-
night impact, that we weren't going to ‘just jump from persistent
levels of 5-1/2 percent unemployment, let's say, to 4 percent
unembloyment, or persigiont levels of 85 percent utilization
capacity o a proferred average operating rate of 92 porcent.

It's intereoting, by the way, that in the British
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tax cui about o yeay ago, whick was alwost exacily comparxable
Lo ourg in cove: of fhe baloansg of paviazois -~ axcuss me, in
carns of the ftranstatic of the grosgs naiticnal vpraduct, thoere
was a rather flatv perciod of lull and noi much response in retail
sales, and so forth, for a couple of months after the tax cutg
came in and then a very much enhanced and increased response in
the later months. Of course, the Dritish cconomy is much more
exposed. Thov qv'e in a wonghor and tighter poszition to take the
Kind of oupdasioa Chye wve aoe able o tule with ow leasseor foreign
exposune fud wiill cur groater fice of boin labor and industrial
capaciity available Lo neel the impoact of the tanx cut.

L think it fair to say that the employment record of
the past few montho, whethex itVs the buoyanny of ithe tax cuk
or not, haoe been eutntanding. We have created over 900,000 new
jobs «= t{hat's not even eounting the April results -« which I
think will add o that ~- ovexr 900,000 new jobs snince December.
Angd aghoui: 1,400,000 =~ this is non~-farm -jobs, -~ abouk 1,400,000
pince a yoar ago. And our prediction, after all, is fairly
modent; not that we will be jumping down to 4 pevcent by the end
of the yeax, but that we will he gétting down to ahout 5 pexcent
nnemployment and then going below that as we move on. The
full impaet of the tax cut won't have worked ita way-thrnuqh
the ceconony oy about “wo yoars.

OUESTION: 9he recent jjoinlt @concmic rawori proved

the elinination or roduction of the gold cover reguirements of
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the quexal Reserve credit. What substitute restrictions or
limitvations on the Pederal Reserve in oxtending corédit o
the U. S. banking system in issuing money are contemplated?

SECRETARY DILLON: Well, X think that again hita a lot

vhe Joint Bconomice Committec did make this recommenda-
tion, and nany bonkexn, oiwdentn of the problem, are in agrecment
with thoa fundamencally, The ceason for this is +what the United
States in presencly the only country that has guch a connection
botween gold and dewestice currency and credit. Gold everywhera
cloe i used golely as the medium to gettle interhational paymenis
and that's what it really is under the preosent gold exchange
gtandapd. Thatfo wphat it iz under our laws, bocause under our
Iavws vou cunnot auy e, over giuce 1934, curn in curreney ox
ohtain gold or o gold youreelf. Ho logic would indicate that
we ghould have, as we do have, cuar whole gold supply available
to protect the dollar in interaational dealings. We do have it
buecause thoe precont law givey Podeval Rescerve the flexibility to
waive thia requiroment whon recegsary. And the Chairman of the
Pedoral Resorve, liv. Hartin, hag repeatedly said that he would
oxereise that wight if such a situation arose.

Wow, the sccond guegtion ig the questlon of timing.
This in a haghly cnotionoal isauve in this counirxy. There are a
lot of perople wilo feel that boeauna we have always had thig

copneotion, we phould continwve i, alihough we have changed it

org/
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frxom time to timo. If used to be 40 percent a few years ago,
now it's 25, that thot ohould continue. #and cextainly we have
felt ehot it would be unwise to usk the Congress to ake that
change and peecipitate a major battle there, a major emotiohal
bkathie in the eouvnixy, which uwould bring in the question of the
sitablility of our currency because those who attack it would say
thac the cuarvency wonld no longer be aay good at the time when
oy balnnee oF payaruts was still in relavively large deficit.
Do iLf anything was to be dowe, it should be done at a later
date wion we have got our balance of payments in order so people
wouldn't think we were doing it so we could continue to run very
big deficits.

That isthe way we have looked at it in the Treasury.
How, this ean be techuically modified in many ways. It doesn't
havete be done away wiith completely. We have gone down from 40
© 25 at once, and it applies to both currency and to deposits of
banks with the Pederal Reserve Byaiem. It could be left to apply
maybao onlf to currency whiéh vould fxce up about half the gold
that's tied up bhehind that. 80 thore are a number of things
that could be dene. I think, basicblly, our feeling is that
it is not nuch of a restyraint on the Federal Reserxve and never
has been. The Fedoral Deserve could iaéue literally billions
angd billions, tons of billions of dollars of extra qredit, bank
cradit oven with the leowny thoy nov have. The Fedleral Reserve

haontt showa that 8 ueef hat s, ot o restriction on them,
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and I would think that when the time cawme that the Federal
Reserve needed that sort of a restriction that we would be in
preoity bad shape onxselves. I think we ought to rely on the
Yederal Resorve as an instéitution rather than on this sort of
artificial weans of trying to tell the Federal Regerve or control
their actions.

ER, DOWrON: Iixr. Martcin.

MR, MARIIN: Mo cmbargo on gold has been cur consistent
policy, andlit's only as an interpational 1edia of exchange, as
the Sgcretaxy-has pointed out, tChat iv is primarily iupositant
teoday, Thewre are only two iuportont currencies in che world that
nave a stacatory gold resorve covered today, thov io the Dolgian
frane and the SBuins franc.‘ Our vacio now svauds at 30.3 pex
cont, 29 pozegeut ig the poguircment. T would gexiainly hope that
we would ¢get our balance of paymencs pituacion uider oontrol
before we go doun below thai 25 percent.

MR, EEREEM: T would Like to addrous a gqueution (o
Sooretary Hedgoes.

Py, Scceretory, in the last sentence of your pregontaw-
tion you xeoferred to a subject thatls of considorxable curreat
intereast. 1 have in nind the gquestion of tyrade beiwveen the
Malced Scaies cad Qussia and the Ruspian satellite countries
in casiern Duropo.

The salop of goods by wegtorn countzies to the Soviet

Bloc last year itotalled $4.2 billions and these pales by western
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countries to the Soviets are increasing at the rate of about
10 peorecent a year. The United Stateln éhare of this export to
useia totalled about 2 peresat or L0 million.

tiag, 16 do yelatively difficule #or Uuiced Stoics
coppanies o trade with Rusgia, ungohvy, Czechoalovakia, Bulgaria
aind EBage Gomany. fo's velativediy cusicer to urade wich Rounnia
and Yugoslavia.

I am wondering, HMr. Becretary, if you could tell us
whethor you antcicipabo any relagotion in the government controla
of exporis by inited Staotes compponies to the Soviet Bloc? And
if you do anticipate that, I wondox if you could help clarify
tho eriteria which ghould control, rather, which should determine
what strategic matexials are and what noa-stravegic goods are.
This in gometimes a litile coniuning. I believe that approval
ig necessary by a number of different govermment agencies, any
ene of which, any depariment can cancel a bona fide opporiunity
to sell to the Boviet Bloe., fThese include, I believe, the State
napartment, Agriculture Department, Defense Department, the
Commerce Department and alse, I beliove, the CIA.

SECRETAnf HODGES: Well, the last parxt of your statement
in not entirxely vorrect, Mr, lHewitt., Unfortunately, we have the
regponsibility in Commerco, go you can put the total responsibility
on us. Decause undeyr the desiguaiion of the Prepidont the Commerce
bDoparturat Deoeretary has the responsibilicy of passing or not

passing applicacions for liconse.
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Am a practical matter, hcowever, we naturally would
consult with those agencies you are talking about. aAnd if one
cof than had o bona £ide arquuent or case, we would sit down
and diccuss it. aad, of counse, it would go up to the very
higheat level, But you do not have wwgo to all of these places,
nor depcs cach one of chem have a veto, I just wanied to makéd
that clear. 0OF course, you have yalsed a oserxiows, cavrent
guestion, in the natter of how we do in trade with the Soviet
and the Blﬁc. T awm naing that now, if. you don't mind, with two
premices; that wo are separating Red China, Rorth Korea and Cuba
iror your cuouiion. Ve are only talking abeut dealings with the
Sovicin, ‘pariicularly in Durope, and we arxe only alking about
itonn that are aon~otrategic.

Dew, Lo Lxy to ancwer your gueastion about oirategic.
Bernard Baxuch ope time said, "lothing ig nonQsirategie.”

But, achuslly, woe go basically by the COCOM liut¢, the list
that tﬁe'alliea and ourselves have agre.d on are sirateqgic
items and shoald not be shippoed o the Sovicts et cetera, as
it would add to their military potential,

Phie truch of tho mattey is that we in this country ==
I an making this very shori -~ wo in thiyg country axe very
sentinental aboni a thing like thia. We are not in a way as
strong in owr centrols and our negative poini of viqw as the
Congraoss aud laneh of the publie would like us to be. We are

far moge likoxal today, in ﬁay 1984, than we weze in May 1962.
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M. DUTIOH: ¥ em soriv, I an going to have to cut
it ofd hoxre now for the President 4o come in.,
Vo thonk vou, gentlawen, very uuch for coming today.

{xoploangc.)
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