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Foreword

This is the fourth report of the Tariff Commission on the operation of
the trade agreements program. Each of the successive Executive orders, No.
9832 of February 25, 1947, No. 10004 of October 5, 1948, and No. 10082
of October 5, 1949, has required the Commission to submit to the President
and to the Congress at least once each year a factual report on this subject.

In April 1948 the Commission issued in preliminary form its first report
on the operation of the trade agreements program; this report covered the
period from June 1934 to April 1948. At that time it was not possible to
complete a detailed analysis of the concessions obtained by the United States
in the General Agreement on Tariffs and Trade, concluded at Geneva in
1947. Later, the Commission revised and extended the preliminary report to
include a detailed account of those concessions. The final report, consisting
of five parts, was issued during 1948-49 as Tariff Commission Report No.
160, Second Series.

The second report of the Tariff Commission on the operation of the trade
agreements program covered the period April 1948 to March 1949. During
this period the United States concluded no trade agreements, and there were
thus no new concessions to be analyzed ; the report discussed in detail, how-
ever, matters that had arisen with respect to existing or prospective trade
agreements. The printed edition of this report, which was designated Tariff
Commission Report No. 163, Second Series, was issued in 1950.

In 1951 the Commission issued the printed edition of its third report on
the operation of the trade agreements program, which was designated Tariff
Commission Report No. 172, Second Series. During the period covered by
the report—April 1949 through June 1950—the United States and other
contracting parties to the General Agreement met at Annecy, France, to
negotiate with countries which desired to accede to the agreement. The report
discussed the negotiations at Annecy and analyzed the concessions that the
United States there granted and obtained. It also covered, for 1949 and
early 1950, other important developments relating to the trade agreements
program. Like the second report, it also discussed such matters as the actions
of foreign countries that affected concessions they had made to the United
States; the application of quantitative restrictions and exchange controls by
foreign countries that have trade agreements with the United States; and
United States measures affecting this country’s trade-agreement obligations.

The present report, which discusses the operation of the trade agreements
program from July 1950 through June 1951, covers much the same range of
subjects as the previous reports. Among other things, it describes the multi-
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lateral negotiations held by the Contracting Parties to the General Agreement
at Torquay, England, from September 1950 to April 1951, and gives a pre-
liminary general analysis of the concessions that the United States there
granted and obtained.
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Chapter 1

Summary

This, the fourth report of the Tariff Commission on the operation of the
trade agreements program, covers the period from July 1, 1950, through
June 1951.1 During this period, the United States and 26 other contracting
parties to the General Agreement on Tariffs and Trade met at Torquay,
England, principally to exchange new or additional tariff concessions among
themselves and to negotiate with 7 countries that desired to accede to the
agreement. 2 This report describes the negotiations at Torquay, and gives a
general analysis of the concessions obtained and granted there by the United
States.

The report also covers other important developments respecting the trade
agreements program during 1950-51. These include the further extension
and amendment of the United States Trade Agreements Act; developments
relating to the general provisions of the General Agreement; actions of for-
eign countries that affect trade-agreement concessions which they have made
to the United States, including the application of quantitative restrictions and
exchange controls; and United States measures that bear on this country’s
trade-agreement obligations.

1The first report of the Tariff Commission, Operation of the Trade Agreements
Program, June 1934 to April 1948, Rept. No. 160, 2d ser., 1949, consisted of five vol-
umes, as follows: Part I, Summary; Part II, History of the Trade Agreements Pro-
gram; Part III, Trade-Agreement Concessions Granted by the United States; Part
1V, Trade-Agreement Concessions Obtained by the United States; Part V, Effects
of the Trade Agreements Program on United States Trade. Hereafter this report
will be cited as Operation of the Trade Agreements Program (first report). The
second report of the Tariff Commission was Operation of the Trade Agreements
Program: Second Report, April 1948-March 1949, Rept. No. 163, 2d ser., 1950. Here-
after this report will be cited as Operation of the Trade Agreements Program (second
report). The third report of the Tariff Commission was Operation of the Trade
Agreements Program: Third Report, April 1949-June 1950, Rept. No. 172, 2d ser.,
1951. Hereafter this report will be cited as Operation of the Trade Agreements
Program (third report).

2The General Agreement on Tariffs and Trade is known by the short titles
“General Agreement,” and “GATT.” In this report the short title “General Agree-
ment” is ordinarily used.
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UNITED STATES TRADE AGREEMENTS
LEGISLATION OF 1951

During the last half of 1950 and the first half of 1951 the trade agreements
program was conducted under the provisions of the Trade Agreements Act,
as amended, and the Trade Agreements Extension Act of 1949.2 Since the
latter act extended the President’s authority to enter into trade agreements
only until June 12, 1951, House bill 1612 was introduced immediately after
the Eighty-second Congress convened ; it provided solely for the further ex-
tension of the President’s authority for 3 years.

After public hearings on the bill, the House Committee on Ways and
Means reported favorably on it, and debate in the House began on January
31, 1951. On February 12, the House passed the bill extending for 3 years
the President’s authority to negotiate trade agreements, but with several im-
portant amendments.

With some interruptions, the Senate Committee on Finance held public
hearings on the House bill from February 22 to April 6, 1951. On April 27
it unanimously recommended that the House bill, with some modifications, be
approved by the Senate. The Senate began debate on the bill, as reported by
the Committee on Finance, on May 17, 1951. It passed the bill on May 23,
accepting all the amendments of the committee and an additional amendment
from the floor.

The bill was then sent to conference. The conference committee adopted
the Senate version, with one major and some minor modifications, and recom-
mended its passage by the respective Houses. The Senate adopted the confer-
ence report on House bill 1612 on May 29, and the House of Representatives
adopted it on June 5, 1951. The President approved the bill on June 16,
1951, on which date it became effective.

The Trade Agreements Extension Act of 1951 extends (sec. 2) the Pres-
ident’s authority to enter into trade agreements with foreign countries for a
period of 2 years from June 12, 1951. The new act (secs. 3 and 4) incor-
porates the “peril point” provision in substantially the same form as it ap-
peared in the Trade Agreements Extension Act of 1948. The peril-point
provision of the 1951 act requires that the President, before negotiating any
trade agreement, must transmit to the Tariff Commission a list of the articles
that may be made the subject of negotiations. The Commission is required
to make an investigation, including a hearing, of the listed commodities and,
within 120 days, to report to the President its findings regarding (1) the
maximum decrease in duty, if any, which can be made on each listed com-

3 For a detailed history of the trade agreements legislation, see Operation of the
Trade Agreements Program (first report), pt. 2, ch. 2; Operation of the Trade
Agreements Program (second report), ch. 2; and Operation of the Trade Agree-
ments Program (third report), ch. 2.
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modity without causing or threatening serious injury to the domestic industry
producing like or directly competitive articles, or (2) the minimum increase
in duty or additional import restriction that may be necessary for any of the
products in order to avoid such injury or threat thereof. If the President
concludes a trade agreement which provides for a greater reduction in a duty
than the Commission specified in its report, or which fails to provide for the
additional import restrictions specified in the report, he must transmit to the
Congress a copy of the agreement, identifying the articles concerned and
stating his reasons. Promptly thereafter, the Tariff Commission must deposit
with the appropriate House and Senate committees a copy of the portions of
its report to the President that deal with the articles identified by the Presi-
dent in his report to the Congress.

Section 5 of the new act directs the President, as soon as practicable, to
suspend, withdraw, or prevent the application of any tariff concession con-
tained in any trade agreement to imports from the Soviet Union and from
any Communist-dominated or Communist-controlled countries or areas.

The Trade Agreements Extension Act of 1951 makes it mandatory to
include in all future trade agreements an escape clause conforming to the
policy of section 6(a) of the act. Section 6(a) provides that no tariff conces-
sion in any future trade agreement shall be permitted to continue in effect
when the concession results in such an increase in imports (actual or relative)
as to cause or threaten serious injury to the domestic industry concerned.
Section 6(b) directs the President, as soon as practicable, to bring all existing
trade agreements into conformity with this policy.

The procedure for administration of trade-agreement escape-clause pro-
visions is set forth in section 7 of the act. Under this section, the Tariff
Commission, upon request of the President, upon resolution of either House
of Congress, upon resolution of either the Senate Committee on Finance or
the House Committee on Ways and Means, upon application of any inter-
ested party, or upon its own motion, must promptly make an investigation
(including, under specified conditions, a public hearing) to determine whether
any commodity on which a tariff concession has been granted is, as a result
(wholly or in part) of the duty or other customs treatment reflecting the
concession, being imported in such increased quantities (either actual or rela-
tive) as to cause or threaten serious injury to the domestic industry producing
like or directly competitive products. Section 7 provides that should the
Tariff Commission find the existence of such injury or threat thereof, the
Commission shall recommend to the President that the concession be with-
drawn or modified, that it be suspended (in whole or in part), or that import
quotas be established, to the extent and for the time necessary to prevent
or remedy the injury. The Commission is directed to consider a number of
specified factors, not to the exclusion of others, in arriving at its determina-
tion. Within 60 days, the Commission must transmit to the Senate Com-
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mittee on Finance and the House Committee on Ways and Means a copy of
its report and recommendations to the President. Should the President fail
to follow the Commission’s recommendations within 60 days, he is required
to report to the Senate Committee on Finance and the House Committee on
Ways and Means, stating the reasons for his action. Should the Tariff Com-
mission find that serious injury or the threat of serious injury does not exist,
it is required to make and publish a report of its findings and conclusions.

Section 8 of the 1951 act provides that no existing or future trade agree-
ment shall be applied in a manner inconsistent with the provisions of section
22 of the Agricultural Adjustment Act, as amended, thereby reversing the
previous provision of law.

Section 8 also provides that when the Secretary of Agriculture reports to
the President and the Tariff Commission that, because of the perishability
of any agricultural commodity, a condition exists requiring emergency treat-
ment, the Tariff Commission shall make an investigation under section 22 of
the Agricultural Adjustment Act or under section 7 of the Trade Agreements
Extension Act of 1951, and recommend such relief as may be appropriate;
the time allowed for the investigation and action by the President is limited
to 25 days. If he considers it necessary, the President may act without await-
ing the recommendations of the Commission.

The other sections of the Trade Agreements Extension Act of 1951 delete
certain provisions of the Trade Agreements Act of 1934 and the Customs
Administrative Act of 1938 which made section 516(b) of the Tariff Act of
1930 (relating to appeals from the classification of imports by the customs
authorities) inapplicable to commodities included in any trade agreement
(sec. 9) ; declare that enactment of the act shall not be construed to determine
or indicate the approval or disapproval by the Congress of the General Agree-
ment on Tariffs and Trade (sec. 10) ; and direct the President to prohibit
imports of certain furs and skins which are the products of the Soviet Union
or of Communist China (sec. 11).

DEVELOPMENTS RESPECTING THE GENERAL
PROVISIONS OF THE GENERAL AGREEMENT
ON TARIFFS AND TRADE

The multilateral agreement known as the General Agreement on Tariffs
and Trade now embraces the agreement entered into by the original contract-
ing parties at Geneva in 1947 ; the Annecy Protocol of 1949, under which 9
additional countries acceded to the agreement; and the Torquay Protocol of
1951, which provides for the accession of 6 additional countries. On June
30, 1951, the number of contracting parties to the General Agreement (not
taking into account the impending Torquay accessions) was 31, or one less
than the year before.
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The general provisions of the General Agreement were originally intended
to be a device for regulating trade between member countries and for safe-
guarding concessions made in the agreement. Ultimately, they were to have
been superseded by the proposed Charter for an International T'rade Organ-
ization (I'T'O), and most of the general provisions of the General Agree-
ment therefore parallel certain provisions of the proposed charter. In Decem-
ber 1950, however, the United States announced that it would no longer
seek congressional approval of the charter, but instead would seek appropriate
legislative authority to make more effective United States participation in the
General Agreement.

Aside from the amendment to article XXVIII, which prolonged the as-
sured life of the Geneva and Annecy concessions until January 1, 1954,
there were no major changes in the general provisions of the General Agree-
ment during the period July 1, 1950, to June 30, 1951. At their Fifth and
Special Sessions, however, the Contracting Parties held various consultations
and discussions relating to the general provisions, the operation of the agree-
ment, and routine problems and complaints.

The Fifth Session of the Contracting Parties* was held at Torquay,
England, from November 2 to December 16, 1950. Of the 32 contracting
parties to the General Agreement, 29 were represented at this session. Seven
countries that were participating in the Torquay negotiations with a view to
acceding to the General Agreement participated as observers, as did also six
other countries that were not participating in the tariff negotiations, and four
international organizations.

The major consultations and discussions by the Contracting Parties at
their Fifth Session related to arrangements for placing in effect the results
of the Torquay tariff negotiations; the prolongation of the assured life of
the Geneva and Annecy concessions; quantitative restrictions imposed on im-
ports by member countries for balance-of-payments reasons (arts. XI-XIV) ;
quantitative restrictions imposed on imports by member countries for pur-
poses of economic development and reconstruction (art. XVIII) ; the with-
drawal by the United States of its concession on certain types of women’s
hats and hat bodies made of fur felt (art. XIX); Brazilian and United
Kingdom internal taxes on imported products (art. III); and special ex-
change agreements (art. XV).

At the Special Session of the Contracting Parties, held at Torquay from
March 29 to April 3, 1951, the principal subject of discussion was the dis-
parity in the levels of European tariffs.

41In this report, when the term ‘“contracting parties” refers to the member coun-
tries acting as a group, it is rendered with initial capitals (Contracting Parties) ;
when it refers to member countries acting individually, it is rendered without initial
capitals (contracting parties).



6 TRADE AGREEMENTS PROGRAM, FOURTH REPORT

THE TORQUAY TARIFF NEGOTIATIONS

At their Third Session, held in Annecy in 1949, the Contracting Parties
to the General Agreement on Tariffs and Trade appointed a working party
to study the possibility of conducting a third set of multilateral tariff nego-
tiations. This working party recommended that a conference for such a pur-
pose be convened September 28, 1950. At their Fourth Session, held at
Geneva in February—April 1950, the Contracting Parties formally approved
the recommendations of the working party, and selected Torquay, England,
as the site of the Conference.

Of the 29 nonmember countries to which the Contracting Parties sent
invitations to attend the Torquay Conference, the following 7 accepted, with
a view to acceding to the General Agreement: Austria, the Federal Republic
of Germany, Guatemala, Korea, Peru, the Republic of the Philippines, and
Turkey. All the 24 original contracting parties and the 10 additional coun-
tries that had negotiated at Annecy in 1949 indicated that they would attend.
Some of these 34 countries did not actually attend the Conference.

In preparation for the Torquay Conference, the countries that had elected
to attend it exchanged information on their current customs tariffs during the
fall of 1949. During the first half of 1950, they submitted to each other
preliminary and final lists of the products on which they intended to request
tariff concessions at Torquay.

As part of the United States preparation to participate in the Torquay
negotiations, the Tariff Commission in the latter part of 1949 and the early
part of 1950 prepared statistical analyses of United States imports from each
of the countries scheduled to negotiate with the United States; made avail-
able its Summaries of Tariff Information on dutiable and free-list commodi-
ties; and thereafter prepared confidential digests of information on all com-
modities that had been listed for possible concessions. Simultaneously, the
Department of Commerce prepared statistical analyses of the United States
export trade with each of the countries with which the United States expected
to negotiate, and prepared confidential digests of information on all commodi-
ties on which the United States intended to seek concessions.

On April 11, May 15, and August 17, 1950, the Trade Agreements com-
mittee issued public notices of intention to negotiate with 24 foreign countries
at Torquay, and published lists of the commodities to be considered for pos-
sible concessions. Six of the countries were those desiring to accede to the
General Agreement, and 18 were contracting parties with which the United
States wished to consider the possibility of exchanging new or additional
tariff concessions. Simultaneously, the Committee for Reciprocity Informa-
tion issued notices of three public hearings to be held beginning May 24,
June 19, and September 25, 1950, for the purpose of affording interested
persons and organizations an opportunity to present their views on concessions
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that might be granted or sought by the United States. The lists of import
commodities announced as subjects of possible concessions by the United States
comprised items included in about 480 paragraphs and subparagraphs of the
Tariff Act of 1930. The United States had granted concessions on a ma-
jority of these commodities in earlier trade agreements; others were to be
considered for the first time.

The tariff negotiations at Torquay, which extended from September 28,
1950, to April 21, 1951, were of four types: (1) Those looking toward the
accession of new countries to the General Agreement; (2) those between
contracting parties that had not previously concluded bilateral negotiations
with one another; (3) those between contracting parties that had concluded
bilateral negotiations, but wished to negotiate regarding new or additional
tariff concessions; and (4) those designed to adjust concessions negotiated at
Geneva or Annecy, under the provisions of article XXVIII of the General
Agreement.

Thirty-four countries met at Torquay for the Tariff Negotiations Meeting.
Of these, 27 were contracting parties, and 6 were countries desiring to accede
to the General Agreement. Although Uruguay was not yet a contracting
party, it was given permission to negotiate at Torquay. Pairs of negotiating
teams, representing pairs of countries, conducted the initial negotiations on
a bilateral basis. At the end of the Conference the results of the bilateral
negotiations were combined to form the separate country schedules for each
participating country. All participating countries then reviewed these con-
solidated country schedules in order to assess the over-all results of the nego-
tiations and, where necessary, negotiate to remove inequities that might have
arisen in the course of the bilateral negotiations. The 34 countries that nego-
tiated at Torquay completed all together 147 pairs of negotiations. Of these,
58 were between countries that were already contracting parties (and Uru-
guay) ; 86 were between such countries (and Uruguay) and the newly
acceding countries; and 3 were between the acceding countries themselves.

The results of the Torquay negotiations are embodied in a series of instru-
ments. To the Final Act, which was signed by the contracting parties and
the acceding countries at Torquay on April 21, 1951, are annexed (1) the
several Decisions agreeing to the accession of the acceding governments, (2)
the Torquay Protocol to the General Agreement on Tariffs and Trade, and
(3) the Declaration on continued application of the schedules to the General
Agreement. The Torquay Protocol contains the terms of accession for the
acceding countries, the terms for making the annexed schedules of tariff con-
cessions effective, and certain amendments to the general provisions of the
General Agreement. The Declaration on continued application of the sched-
ules to the General Agreement establishes the principle that, except in special
circumstances, the signatories will maintain until January 1, 1954, all the
concessions granted by them at Geneva, Annecy, and Torquay. This exten-
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sion of the period of the Geneva and Annecy concessions was effected by
amending article XXVIII to change from January 1, 1951, to January 1,
1954, the date after which tariff concessions could be modified or withdrawn
without joint action by the Contracting Parties.

The Torquay Protocol was opened for signature at Torquay on April 21,
1951. It was then deposited with the Secretary-General of the United
Nations in New York for signature from May 7 to October 21, 1951. By
June 20 more than the required number of governments had agreed to the
accession of the 6 acceding countries. Between June 20 and October 21,
1951, all the acceding countries except Korea and the Republic of the Philip-
pines signed the protocol. The schedules of each of these countries became
effective on the thirtieth day following the date of its signature. Although
Uruguay was not a contracting party during the Torquay negotiations, the
Contracting Parties made special arrangements to permit Uruguay to sign
the Torquay Protocol provided it first signs the Annecy Protocol.

At Torquay, the United States completed negotiations with 17 countries.
Of these, 12 were contracting parties at the opening of the Conference:
Benelux Customs Union (Belgium, the Netherlands, and Luxembourg),
Brazil, Canada, Denmark, the Dominican Republic, France, Indonesia,
Italy, Norway, and Sweden. The United States also completed negotiations
with 5 of the 6 countries that acceded to the General Agreement at Tor-
quay—Austria, the Federal Republic of Germany, Korea, Peru, and Thurkey.
As commercial relations between the United States and the Republic of the
Philippines are governed by the terms of the bilateral trade agreement con-
cluded under the provisions of the Philippine Trade Act of 1946, the United
States did not negotiate with the Philippines. The United States did not
exchange new tariff concessions with Uruguay at Torquay.

In return for the concessions it obtained from the 17 countries with which
it concluded negotiations at Torquay, the United States granted concessions
on products which in 1949 accounted for 477.6 million dollars’ worth of
imports from all countries, or 7.2 percent of total United States imports in
that year. Based on the value of the trade in 1949, the United States reduced
duties on products the imports of which from all countries were valued at
419.3 million dollars (15.5 percent of total dutiable imports) ; bound duties
at existing rates on 24.3 million dollars’ worth of imports (about 1 percent
of total dutiable imports) ; and bound existing duty-free treatment on 34
million dollars’ worth of imports (about 1 percent of total duty-free imports).

In direct negotiations with the 17 countries with which it concluded
agreements, the United States obtained concessions at Torquay on products
that in 1949 accounted for imports from the United States into those coun-
tries valued at about 1.1 billion dollars. The benefits that will accrue to the
United States as a result of concessions exchanged by other participants at
Torquay apply to commodities valued at more than 100 million dollars in



JULY 1950—JUNE 1951 9

1949. Thus the concessions that the United States obtained directly and
indirectly at Torquay apply to imports from the United States into those
countries valued at about 1.2 billion dollars in 1949, or about 20 percent of
total United States exports in that year to the 17 countries with which it
concluded negotiations.

Before the Torquay Conference, 16 countries had announced their inten-
tion to withdraw or modify certain of their Geneva or Annecy concessions,
under the provisions of article XXVIII of the General Agreement. Under
that article, the United States negotiated at Torquay with 15 of these coun-
tries—the Benelux Customs Union (Belgium, the Netherlands, and Luxem-
bourg), Brazil, Chile, Cuba, Denmark, Finland, France, Haiti, Italy, New
Zealand, Sweden, the Union of South Africa, and Uruguay. At Torquay,
the negotiating countries modified or withdrew concessions on articles the
United States exports of which in 1949 were valued at approximately 100
million dollars. In exchange for agreeing to these modifications or with-
drawals, the United States obtained compensatory concessions on articles the
exports of which in 1949 were valued at about 105 million dollars.

As of July 1, 1951, assuming the entry into the General Agreement of
all the countries which acceded at Torquay, the United States was a party
to trade agreements covering 46 countries. These countries fall into two
groups: (1) 35 countries that are or will shortly be contracting parties to
the General Agreement on Tariffs and Trade and (2) 11 countries that are
not parties to the General Agreement.

TARIFFS, QUANTITATIVE IMPORT RESTRICTIONS,
AND SUBSIDIES EMPLOYED BY CONTRACTING PAR-
TIES TO THE GENERAL AGREEMENT ON TARIFFS
AND TRADE

During all or part of the period covered by this report there were, besides
the United States, 30 contracting parties to the General Agreement on Tariffs
and Trade. This section relates to actions of these countries during 1950-51
with regard to tariffs and other charges on imports, quantitative restrictions
and exchange controls (distinguishing those maintained for balance-of-pay-
ments reasons from those maintained for purposes of economic development),
and subsidies.

Tariffs and Other Charges on Imports

General upward tariff revisions have been exceptional in recent years.
Numerous concession rates have been renegotiated in accordance with pro-
visions laid down in the General Agreement, although relatively few were
so renegotiated during 1950-51. The number of violations (that is, unauth-
orized departures from obligations under the agreement) with respect to
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duties and other charges on imports has been negligible during the past year.

Just before the beginning of the period covered by this report, Cuba put
into effect the various tariff changes, increases as well as decreases, that re-
sulted from the renegotiation with the United States of certain concessions
in the Cuban schedule of the General Agreement. The United States joined
Cuba in formally reporting those results to the Contracting Parties on
November 3, 1950, during their Fifth Session at Torquay. The Contracting
Parties approved the incorporation of the renegotiated items and the com-
pensatory concessions in the Cuban schedule of the General Agreement. In
the absence of objections by interested contracting parties, all these Cuban
tariff changes entered into force definitively on February 21, 1951.

A more comprehensive and much more important group of items on which
Cuba initially granted concessions to the United States at Geneva was dis-
cussed during the second stage of the United States-Cuba renegotiations,
which began in Washington on August 7, 1950. The group comprised vir-
tually all fabrics of cotton and rayon, and related articles. Later, cotton
wiping waste and cotton felt or batting were added to the agenda. The under-
taking to renegotiate on the textile-fabric items in general, and on colored-
woven fabrics in particular, had developed during the closing days of the
Annecy Conference, when the United States expressed its willingness to
negotiate bilaterally with Cuba on outstanding tariff problems.

Related to the Cuban textile tariffs as such was the problem of the adverse
effects on United States trade of certain nontariff measures that Cuba had
established to control imports of cotton and rayon fabrics and related items
from the United States. United States textile exporters had reported that
these regulations were unduly burdensome and restrictive of trade.

Although both the United States and Cuba desired to complete these
renegotiations as to textiles before the Torquay Conference, only the initial
discussions of the problems could be undertaken in Washington. The two
countries, however, made the textile renegotiations their first order of business
at Torquay; they continued their discussions there from October 1950 to
March 1951, when the renegotiations were merged with the negotiations
relating to Cuba’s modifications under article XXVIII.

A further troublesome problem involving an important concession that
Cuba had granted to the United States at Geneva was the disturbance in
the normal trade pattern of United States exports of rice to Cuba. The
procedures which Cuba adopted in July 1950 for administering the tariff
quota on rice aggravated the difficulties and uncertainties that United States
exporters of rice had previously experienced. During 1950 a very substantial
part of the large volume of United States rice actually imported into Cuba
paid duty at the “overquota” rate of $3.70 per 100 kilograms instead of at
the “inquota” rate of $1.85. This situation resulted from Cuba’s failure to
make timely announcements of import requirements for rice and of revisions
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of the tariff quota, such as are contemplated by the quota provision in the
Cuban schedule of the General Agreement. The rice-quota problem was
further complicated by questions involving the margin of preference for
United States rice on overquota imports, by differences regarding the proper
computation of the tariff quota (whether on gross or net weight), and by
the fact that Cuba continued to collect the 6-percent gross sales tax on im-
ported rice while exempting from this tax rice produced in Cuba. The dele-
gations of the United States and Cuba discussed these problems at Torquay
but reached no mutually satisfactory solution by the time the Conference
ended in April 1951. Further negotiations were held in Havana during
May—June 1951, but these had not been completed as of July 1, 1951.

For some time the Contracting Parties have asked Brazil to cease applying
discriminatory internal taxes to numerous imported items in violation of
article 111 of the General Agreement, which forbids imposition of higher
internal charges on imports than are levied on like products of national origin.
Brazil has given assurances that it will remove this discrimination.

Quantitative Restrictions for Balance-of-Payments Reasons

Articles XI-XIV of the General Agreement relate to the conditions under
which quantitative restrictions on imports may be imposed for balance-of-pay-
ments reasons and the conditions under which discrimination in the application
of these restrictions is permitted. Almost all the foreign countries that are
contracting parties to the General Agreement have had balance-of-payments
difficulties, mainly with hard-currency countries, and have taken advantage
of the provisions of these articles to impose quantitative restrictions on im-
ports and to apply them in a manner which involves discrimination, espe-
cially against imports from the United States and other hard-currency
countries.

It is a function of the Contracting Parties to the General Agreement
(acting as a group) to consider from time to time the balance-of-payments
positions of the several countries and to advise as to whether quantitative
import restrictions imposed for balance-of-payments reasons can be safely re-
moved or relaxed. The International Monetary Fund (most of the members
of which are also contracting parties to the General Agreement) performs
similar functions with regard to the maintenance of exchange controls for
balance-of-payments reasons. It is also a function of the Contracting Parties
to endeavor to prevent quantitative restrictions imposed for balance-of-pay-
ments reasons from being used, or prolonged, for the purpose of protection.

During the early part of 1950 the dollar position of most of the General
Agreement countries improved considerably. For some countries the improve-
ment continued into 1951 ; the dollar reserves of some other countries, how-
ever, declined rapidly in the second half of 1950 and the first half of 1951. The
currency devaluations made by many countries in the fall of 1949 tended to
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increase exports to, and decrease imports from, the United States. Moreover,
unusually heavy foreign buying by the United States after the outbreak of
the conflict in Korea and the establishment of new rearmament requirements
by the United States greatly augmented the supply of dollar exchange in
many countries. These developments were important factors in reducing or
eliminating balance-of-payments difficulties that had previously deterred coun-
tries from relaxing their quantitative restrictions on imports. Even before
hostilities began in Korea some countries had improved their external financial
position by restricting imports for which they lacked exchange, and by in-
creasing their exports to the United States.

Another factor that prompted some countries to relax their restrictions on
imports was their desire to import and stockpile critical materials (especially
machinery) after the beginning of the Korean conflict, when the accelerated
rearmament program made it apparent that serious shortages might develop.
On the other hand, this heavy buying was an important factor in creating a
fresh crisis in the foreign-exchange position of some countries, particularly
the United Kingdom.

British countries—general

During the early part of 1950 the hard-currency reserves of the United
Kingdom and the countries associated with it in the sterling area increased
substantially. The United States, Canada, Belgium, and Cuba (the coun-
tries most interested in seeing restrictions on their exports removed) there-
fore expressed before the Contracting Parties the view that the time had
come for the United Kingdom, Australia, New Zealand, Ceylon, and South-
ern Rhodesia to relax their restrictions on imports from hard-currency coun-
tries. The International Monetary Fund had already reported that there
was a sound basis for such relaxation. The British countries named, however,
refused to appreciably relax their restrictions on imports from hard-currency
areas, on the ground that their improved financial position was likely to be
temporary, particularly because they would soon be obliged to make vastly
increased expenditures in hard-currency countries for rearmament. Both
India and Pakistan, on the other hand, had relaxed their restrictions on hard-
currency imports somewhat, and had indicated their intention to relax them
still further in 1951.

South Africa

In 1948 the drain on South Africa’s gold and dollar reserves had become
so great that the Government established a rigid system of import controls.
These controls were first applied to goods to be paid for in dollars; as the
country’s gold position became weaker they were applied also to goods from
the sterling area. Dollar receipts and gold (of which South Africa is a very
large producer) were used to purchase imports designated as essential; im-
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ports designated as nonessential were paid for out of receipts from soft-
currency countries. In effect, therefore, South Africa employed two currency
pools for trade with different groups of countries. After the currency de-
valuations in 1949, South Africa’s external financial position improved
greatly. The increased price of gold in terms of sterling enabled South Africa
to relax its restrictions on imports from sterling-area countries. Devaluation
of the South African pound also checked South Africa’s imports of hard-
currency goods, and stimulated its exports to the United States and other
hard-currency areas.

Despite the improvement in its dollar position, South Africa was at first
reluctant to relax its import restrictions on dollar goods. Since the Govern-
ment had already considerably relaxed its import restrictions on goods from
soft-currency countries, the discrimination against imports from hard-cur-
rency countries had been intensified. As a result of pressure from South
African interests, however, the Government at the beginning of 1951 like-
wise relaxed restrictions on imports from hard-currency countries. The de-
cision to do so resulted in a considerable modification of South Africa’s basic
laws respecting the control of foreign trade. The net effect has been to permit
the bulk of the country’s imports to be paid for from a single currency pool
(instead of from two, as formerly) regardless of whether the goods originate
in soft-currency or hard-currency areas. This action eliminates most of the
discrimination against hard-currency imports.

Canada

Canada is the only country of the British Commonwealth that has never
been a member of the sterling area. Like other Commonwealth countries,
however, for some time after the war it experienced difficulties in obtaining
sufficient United States dollars to meet the demand for imports from the
United States. In 1947 Canada adopted highly restrictive exchange-conser-
vation measures, primarily to conserve the country’s dollar exchange. As a
result of these restrictions, Canada’s trade deficit with the United States
declined markedly. Canadian exports to the United States, which had already
increased greatly, increased further after the outbreak of hostilities in Korea.
This development, together with the heavy flow of United States capital to
Canada, enabled the Canadian Government to remove virtually the last of
its restrictions on imports during the second half of 1950.

Brazil

During 1950 Brazil’s external financial position, which had been very
unfavorable in 1949, improved markedly. Contributing factors included the
stricter import-licensing regulations that had been imposed in 1949, the stim-
ulation of exports through a system of private barter transactions, higher
prices for coffee, and heavy borrowing from the International Monetary
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Fund. As a result of the improvement in its balance-of-payments position
and the Brazilian Government’s desire to facilitate imports of certain essential
materials that were in short supply, Brazil relaxed its import restrictions con-
siderably during the second half of 1950 and the first half of 1951. Licensing
regulations were modified to permit importation from the United States of
various essential goods that had previously been licensed only for importation
from soft-currency countries.

In 1949, when the new and severe restrictions were placed on imports,
Brazil authorized trade on a compensation or barter basis in order to direct
exports of surplus commodities to those countries that could supply Brazil’s
requirements on the most advantageous terms. The compensation system did
not prove entirely satisfactory, mainly because “over-exporting” tended to
create domestic shortages and higher domestic prices. In the meantime, how-
ever, improvement in Brazil’s foreign-exchange position and the decline in
its surplus stocks of commodities under the barter system made resort to this
method of trade less urgent. Early in 1951 compensation trade was suspended.

Chile

A highly complex multiple-exchange system has been Chile’s principal
device for discriminating between various classes of imports and for encour-
aging exports of certain commodities. As an additional method of restricting
imports to a level consistent with the country’s foreign-exchange position,
Chile requires prior import permits for many commodities. During 1950
Chile’s reserves of hard currency increased to such an extent that the Gov-
ernment permitted a considerable increase in imports. Because of this develop-
ment, the United States and other hard-currency countries that are parties
to the General Agreement did not press Chile to relax its import restrictions
further.

In the middle of 1950 Chile employed five fixed rates of exchange and
permitted certain goods to be imported at the free-market rate. In November
1950 a new basic exchange law classified Chilean imports into four main
categories, each subject to a different rate of exchange or a different quanti-
tative limitation, depending on the degree of essentiality of the imports.
Imports of luxury goods continue to be purchased mainly with the foreign-
exchange proceeds from exports of gold, the selling rates for which are much
higher than for exchange sold to purchase essential imports. Under this
arrangement, restrictions on imports were relaxed considerably in November
1950 by enlarging the list of items that may be imported at the prevailing
free-market rate without prior import permits. The list of luxury items that
may be imported was also enlarged. Tobacco manufactures, alcoholic bever-
ages, wearing apparel, iron and steel for construction, kitchen utensils and
appliances, and luxury foodstuffs, however, remain among the articles on the
list of prohibited imports.
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Continental European countries

In 1950 all the continental European countries with which the United
States had arrangements in effect under the General Agreement (except
Belgium and Luxembourg) continued to apply their import restrictions so as
to discriminate against goods from the United States and other hard-currency
countries. Czechoslovakia, Denmark, Finland, France, Greece, Italy, the
Netherlands, Norway, and Sweden all reported that balance-of-payments
difficulties were the reason for such discrimination. Belgium, Luxembourg,
and all the other countries named above (except Czechoslovakia and Fin-
land) are members of the European Payments Union, which was organized
in the fall of 1949. As members they are obliged to relax the restrictions
on their intra-European trade in accordance with the policies of the Organi-
zation for European Economic Cooperation.

Czechoslovakia’s trade continued to shift from western to eastern Europe,
but the Contracting Parties found that Czechoslovakia had not intensified
its discriminatory treatment of hard-currency imports. Finland likewise con-
tinued to discriminate against products from hard-currency countries in about
the same degree as in former years, and was not pressed by the Contracting
Parties to relax its restrictions immediately.

Use for Protective Purposes of Restrictions Imposed for
Balance-of-Payments Reasons

During 1950 the Contracting Parties showed considerable concern over
the tendency of member countries to use for protective purposes quantitative
import restrictions originally imposed for balance-of-payments reasons, and
called attention to a variety of ways in which members were misusing such
restrictions. These include granting priority to imports of commodities that
are the least competitive with domestic products; imposition of administrative
obstacles to the full utilization of quotas imposed for balance-of-payments
reasons; and use of balance-of-payments restrictions to retaliate against a
country that has refused to conclude a bilateral payments agreement.

To minimize the undesirable incidental protective effects of balance-of-
payments import restrictions, the Contracting Parties suggested several pro-
cedures: Discouragement of investment in enterprises that could not survive
removal of balance-of-payments restrictions without other protection; use of
unrestricted general import licenses or unallocated nondiscriminatory import
quotas instead of quotas allocated among the various supplying countries ; and
maintenance of ‘“‘token import” schemes.

The Contracting Parties made similar findings and suggestions as to the
use of quantitative restrictions on exports. Such restrictions also have been
used for purposes not permitted by the General Agreement, such as retalia-
tion, bargaining, and protection or promotion of domestic industries.
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Quantitative Restrictions for Purposes of Economic Development

Article XVIII of the General Agreement permits contracting parties to
the agreement, under specified conditions, to use quantitative import restric-
tions for purposes of economic development. Such action requires approval
by the Contracting Parties.

In 1950 fewer countries asked the Contracting Parties for permission to
use quantitative import restrictions for purposes of economic development
than in 1949. After Denmark, Haiti, and Italy acceded to the General
Agreement at Annecy, they notified the Contracting Parties of measures they
already had in force for purposes of economic development and applied for
permission to maintain these measures.

Italy subsequently withdrew its request to maintain its measures (which
related to seed oil, radio equipment, and dyestuffs) for purposes of economic
development, but pointed out that the same measures were already being
enforced for balance-of-payments reasons. Haiti’s measure, for the establish-
ment of a state tobacco monopoly to develop the domestic production of raw
tobacco, was found not to be discriminatory, and Haiti was granted permis-
sion to subject imports of tobacco products to licensing for a period of 5 years.
Denmark’s request for permission to maintain certain measures to protect and
develop its domestic sugar, potato-flour, and liquor industries was not acted
upon by the Contracting Parties because similar measures were already being
maintained by Denmark for balance-of-payments reasons.

Subsidies

In 1950 the Contracting Parties collected information regarding the use
by contracting parties of subsidies (including income and price-support meas-
ures) that operate to increase exports or to reduce imports. Subsidies of this
type, defined in article X VI of the General Agreement, must be reported to
the Contracting Parties. Eighteen contracting parties reported that they
maintain no such subsidies. Four countries did not report on the use of sub-
sidies. Ten contracting parties (Australia, Belgium, Canada, Cuba, Den-
mark, Finland, India, Sweden, the Union of South Africa, and the United
States) definitely indicated that they employ certain subsidies within the mean-
ing of article XVI. Most of the subsidies that these countries grant are on
raw materials and foodstuffs.

TARIFFS, QUANTITATIVE IMPORT RESTRICTIONS,
AND EXCHANGE CONTROLS EMPLOYED BY COUN-
TRIES WITH WHICH THE UNITED STATES HAS
BILATERAL TRADE AGREEMENTS

During all or part of 1950-51 the United States had trade agreements
in force with 15 countries that are not contracting parties to the General
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Agreement on Tariffs and Trade. Eleven of these bilateral agreements were
with Latin American countries (Argentina, Costa Rica, Ecuador, El Salva-
dor, Guatemala, Honduras, Mexico, Paraguay, Peru, Uruguay, and Vene-
zuela) ; the others were with Iceland, Iran, Switzerland, and Turkey. The
bilateral trade agreement with Mexico was terminated as of December 31,
1950, and that with Costa Rica, as of June 1, 1951.

Argentina extensively revised its customs tariff during the year, but the
revision did not affect items on which Argentina had granted trade-agreement
concessions to the United States. Mexico also substantially revised its tariff
after the United States-Mexico trade agreement was terminated. Several
months before the agreement was terminated, the United States had agreed
to provisional increases in the import duties on some items in Mexico’s sched-
ule of trade-agreement concessions, pending completion of negotiations be-
tween the two countries for revision of the agreement. Uruguay imposed a
new ad valorem tax on all imports into the country. It also, with certain
exceptions, increased by 30 percent the official import valuations, which
valuations in effect make the ad valorem duties specific. Late in 1950, Iran
consolidated its import duties with other import charges, and in March 1951
the United States Government approved application of the consolidated rates
to trade-agreement items, in accordance with a provision in the United States-
Iran trade agreement of 1944 that permits such action. For other countries
with which the United States has bilateral trade agreements there appear to
have been no major tariff revisions and, moreover, very few instances in which
changes in tariffs or in other charges on imports violated trade-agreement
obligations.

Most of the countries with which the United States has bilateral trade agree-
ments have had balance-of-payments difficulties for a number of years, and
have applied import restrictions, especially on goods from dollar and other
hard-currency countries. Rearmament and the stockpiling of strategic ma-
terials by the United States after the outbreak of the conflict in Korea greatly
stimulated United States purchases in foreign countries, particularly in Latin
America. The resulting increase in dollar earnings by these countries enabled
them to relax their restrictions on dollar imports. In anticipation of world
shortages and because of rising prices and the export restrictions that were
being imposed by the United States and other supplying countries, these
countries were for the most part eager to make it easier to import essential
materials and equipment.

The use of multiple exchange rates for the purpose of enabling exchange-
control authorities to apply favorable rates to essential commodities and less
favorable rates to less essential or nonessential imports is quite common in
Latin American countries. This system is also useful in assisting the exporta-
tion of commodities that are difficult to sell abroad, because it enables the
authorities to buy the foreign exchange yielded by such commodities at a more
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favorable rate than they pay for the proceeds from commodities that find ready
acceptance abroad.

Argentina, Costa Rica, Ecuador, Paraguay, Peru, Uruguay, and Vene-
zuela, as well as Iran, employ multiple exchange rates. All these countries
modified their exchange-rate structures during the past year. Most of these
countries simplified them substantially in an effort to relax some of the more
restrictive features.

As Argentina’s exchange position improved and shortages of many mate-
rials developed in world markets, Argentina greatly simplified its complicated
multiple-exchange system in order to facilitate imports. This occurred in
August 1950, at which time imports were also facilitated by modification
of Argentina’s import-permit system and by other means.

Costa Rica, on the other hand, found that its effective rates of exchange
were not high enough to keep its imports, especially in the nonessential cate-
gories, in balance with its receipts of foreign exchange; accordingly, it in-
creased its rates of exchange for the purchase of imports by applying sur-
charges ranging from 10 percent to 100 percent.

Late in 1950 Ecuador changed the par value of its currency and simplified
its multiple-exchange system, with a view to stimulating imports of goods
that are in short supply in the United States and other exporting countries
and that are considered by Ecuador to be of critical importance to its economy.

During 1950 Paraguay greatly restricted imports as part of its program to
support the rigid price-control system it had established earlier in the year.
It not only limited imports to the most essential commodities, but also took
steps to assure that exports would go to preferred markets such as those in
the dollar area. In March 1951 the Government devalued the currency
from 3.09 to 6 guaranis per United States dollar; at the same time it sim-
plified its multiple-exchange system by replacing with two rates the four
rates of exchange previously in use. Essential goods are imported at the more
favorable rate of 6 guaranis per dollar, and less essential commodities, at
9 guaranis. Proceeds from readily exportable commodities are liquidated
at the 6-guarani rate ; proceeds from commodities more difficult to sell abroad
are liquidated at the 9-guarani rate.

By the second half of 1950 Peru’s foreign-exchange position had improved
so greatly that it could begin to liquidate the arrears in its foreign commercial
obligations. By early 1951, it was able to eliminate entirely the very severe
quantitative import restrictions that had been in effect for several years.
Peru also facilitated the entry of goods into the country by abolishing some
45 national, regional, and customs surtaxes on imports, and replacing them
with a new “unified tax” or surcharge.

Uruguay’s foreign-exchange position improved greatly during 1950, partly
because of the severe restrictions on imports that had been in effect for some
years, but mainly as a result of a substantial increase in exports of wool to
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the United States. During the second half of the year Uruguay gradually
eliminated its import controls on essential commodities. Early in 1951 it
abolished import controls on a specified list of less essential commodities im-
ported from the United States and several other countries. It also established
new quotas for imports of nonessential goods from the United States. Uru-
guay employs a multiple-exchange system, which operates in much the same
way as it does in other countries. Highly essential imports are financed by
purchases of dollars and other foreign exchange at rates more favorable than
those applied to imports of less essential or luxury goods. Proceeds from the
exportation of basic export commodities are purchased at rates lower than
those paid for the proceeds from exports of commodities that are at a com-
petitive disadvantage in foreign markets.

Although Venezuela has no balance-of-payments difficulties that require
restrictions on imports, it nevertheless employs quotas and import licensing.
It has also increased the rates of duty on various products, particularly since
1949, when the Government embarked on a program to protect domestic
industries. Import licenses are required for only about 20 commodities,
mostly those of a type produced in Venezuela. Quotas continue to apply to
imports of certain commodities. Venezuela has recently followed a policy
of relaxing its import restrictions in order to stockpile commodities for which
it anticipates world shortages. Although Venezuela employs no exchange
restrictions, multiple exchange rates result from the application of differential
rates to various classes of imports and exports.

Iran employs severe quantitative import restrictions, as well as exchange
control and a multiple-exchange system that is designed to differentiate be-
tween essential and nonessential imports in the allocation of foreign exchange.
It prohibits the importation of commodities listed as nonessential, as well as
certain commodities of a type produced within the country. Licenses are re-
quired for all permitted imports, and a number of commodities are subject
to import quotas. Virtually all foreign exchange must be sold to the authori-
ties. There are three official rates of exchange. In 1950, Iran relaxed its
import restrictions considerably, in part to permit the importation of com-
modities that were becoming scarce, and in part as an anti-inflationary meas-
ure. The demand for exchange soon became so great, however, that in order
to conserve its exchange resources the Government drastically curtailed credit
facilities to importers.

Considering the large number of items on which countries that are
parties to bilateral agreements have made concessions to the United States,
there have not been many instances of failure to abide by the obligations as
to tariffs and other charges on imports. Promptness by the United States in
calling the attention of the other parties to actual violations, or to violations
that might result if certain contemplated measures were applied, has some-
times been sufficient to bring about the necessary corrections.



20 TRADE AGREEMENTS PROGRAM, FOURTH REPORT

‘When the United States called the attention of Guatemala to that country’s
action of February 1951, which doubled the duty on cheese (an agreement
item) by placing it in a different tariff classification, Guatemala indicated that
it would abide by the terms of the agreement. Early in 1951 Paraguay re-
moved a graduated tax on foreign-exchange transactions after the United
States Government pointed out that application of the tax to trade-agreement
items would violate the agreement between the two countries. After Uruguay
imposed a new tax on all imports into the country in November 1950, the
United States requested that trade-agreement items be exempted from the
tax, and the Uruguayan Government promptly complied.

In some instances a government that takes steps to correct certain actual
or possible violations of its trade-agreement obligations fails to take such
action on other complaints by the United States that trade-agreement obliga-
tions are being violated. For example, although Guatemala corrected the
violation mentioned above, it has not taken satisfactory action with respect
to its restrictions on flour, a trade-agreement item. Likewise Paraguay,
despite United States protests that a newly imposed consular fee violated
Paraguay’s agreement not to impose new charges on trade-agreement items,
has taken no action to correct the violation.

Issues of long standing between the United States and the Governments
of Argentina and Turkey remained unresolved in 1950-51. Under the terms
of the United States-Argentina trade agreement of 1941, Argentina agreed
that when its customs receipts exceeded a stated figure it would apply lower
duties on products on which it granted concessions to the United States.
Although its customs receipts have been at the specified level since 1947,
Argentina has taken no action to place in effect the duties agreed upon.
Violation by Turkey of its trade agreement with the United States consists of
Istanbul’s imposing on admission tickets a tax that discriminates against
theaters showing United States motion-picture films. This discrimination
has existed since 1948, but recent indications are that steps will be taken to
eliminate it.

UNITED STATES MEASURES RELATING TO IMPORTS
OF TRADE-AGREEMENT ITEMS

Trade Agreements

During 1950 the United States placed in effect the concessions that it
had negotiated with 9 countries at Annecy in 1949. In the first half of 1951
it also placed in effect the concessions it had granted to 6 countries with which
it concluded negotiations at Torquay in 1950-51. For technical and other
reasons, the United States also placed in effect during the first half of 1951
a few of its concessions to the 11 other countries with which it negotiated
at Torquay.
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‘With certain exceptions, the United States continued in effect during
1950 and the first half of 1951 all concessions it had granted in schedule
XX of the General Agreement and in bilateral trade agreements that have
not been superseded by that agreement. The concessions that were not con-
tinued were certain ones the United States had made to Mexico in the 1943
trade agreement with that country; certain concessions it had granted to
China at Geneva; the concession on women’s fur felt hats and hat bodies
valued at more than $9 but not more than $24 per dozen, which had been
granted at Geneva; and the concessions on dyed stencil silk, dehydrated onion
powder, and certain types of women’s and children’s leather gloves, which
had been granted at Geneva and which were withdrawn at Torquay. During
1950 the United States placed in effect a temporary technical revision of the
concession on Irish potatoes contained in schedule XX of the General Agree-
ment.

By mutual agreement, the trade agreement between the United States and
Mexico ceased to be in force after December 31, 1950. On most of the
commodities on which the United States had granted concessions to Mexico
in the agreement, the rates of duty reverted to those specified in the Tariff
Act of 1930; on a few they reverted to rates established in the General
Agreement on Tariffs and Trade or in an effective bilateral trade agreement.
On some commodities, the rates of duty on which had increased as a result
of the termination of the agreement, the United States granted concessions
at Torquay.

It having become evident that special conditions in Costa Rica would not
permit that country in the foreseeable future to apply the terms of its 1937
trade agreement with the United States, the two countries agreed in April
1951 to terminate the agreement, effective June 1, 1951. The tariff status of
the United States import commodities covered in the trade agreement is not
affected by its termination. The dutiable items on which the United States
had granted concessions to Costa Rica are specified at the same or lower rates
in other United States trade agreements, and the free-list items are bound
free in other agreements.

The 1936 trade agreement between the United States and Switzerland
was the most important of the bilateral trade agreements that did not con-
tain an escape clause. During 1949 and the first half of 1950, therefore, the
United States negotiated with a view to amending the trade agreement with
Switzerland by incorporating therein an escape clause. In a note to Switzer-
land on August 10, 1950, the United States gave 6 months’ notice of its
intention to terminate the 1936 trade agreement unless Switzerland agreed
to include in it the standard escape-clause provision. On October 13, 1950,
Switzerland accepted the inclusion of the escape clause in the agreement.

On May 3, 1950, the Chinese Nationalist Government withdrew from the
General Agreement on Tariffs and Trade, and its Geneva schedule of tariff
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concessions ceased to be in force. Under the provisions of article XXVII of
the General Agreement, the United States in the summer of 1950 notified
the other contracting parties that it intended to withdraw certain concessions
it had granted in negotiations with China at Geneva. After sufficient time
had elapsed for interested contracting parties to request consultation on spe-
cific items, the President issued a proclamation withdrawing, as of December
11, 1950, certain of the concessions the United States had initially negotiated
with China. On most of the dutiable commodities affected, the rates of duty
reverted to those specified in the Tariff Act of 1930. On certain other com-
modities, the United States did not withdraw the concessions it had negotiated
initially with China, because other contracting parties have a substantial
interest in them. On still other commodities it postponed possible withdrawal
of the concessions, pending consultation with interested contracting parties.
This consultation was largely completed at the Torquay Conference. At
Torquay, the United States granted concessions on several of the items on
which it had negotiated with China at Geneva, either at the same rates as
those previously granted or at lower rates.

Escape-Clause Actions

Between April 20, 1948, when the first application for investigation under
the escape clause of trade agreements was made, and June 30, 1951, the
Tariff Commission received a total of 23 applications. As of June 30, 1951,
it had dismissed 16 of these applications after preliminary inquiry; had insti-
tuted and completed 2 investigations; had ordered but not completed 4 inves-
tigations ; and had deferred action on 1 application, to study further develop-
ments. ®

Before June 30, 1951, the Commission completed two formal investigations
under the escape clause—those on spring clothespins and on women’s fur
felt hats and hat bodies. The four formal investigations that the Commission
had ordered but had not yet completed by June 30, 1951, are those on hatters’
furs, or furs not on the skin, prepared for hatters’ use, including fur skins
carroted ; on watches and watch movements, parts thereof, and watch cases;
on motorcycles, finished and unfinished (subsequently, the Commission broad-
ened the investigation to include motorcycle parts) ; and on blue-mold cheese.

Quantitative Controls of Imports

During 1950 and the first half of 1951 the United States continued to
apply quantitative restrictions on imports of cotton (distinguishing short- and
long-staple cotton), wheat and wheat flour, and sugar. The restrictions on

5 This application was withdrawn on July 5, 1951; the Commission accepted the
withdrawal on July 11, 1951.
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cotton and on wheat and wheat flour have been applied under the provisions
of section 22 of the Agricultural Adjustment Act, as amended. That act
authorizes the President to restrict imports of any commodities, either by im-
posing import fees or by quota limitations, whenever such imports render or
tend to render ineffective or materially interfere with the Department of
Agriculture’s programs relating to agricultural commodities. Before the Presi-
dent takes any action under section 22, the Tariff Commission must make an
investigation (including the holding of a public hearing) and report its
recommendations to him.

Import quotas were established for long-staple cotton in 1939, and for
wheat and wheat flour and some other wheat products in 1941. In recent
years the Commission has conducted a number of supplementary investiga-
tions regarding amendment of the quota restrictions on long-staple cotton.
During 1950 and. the first half of 1951 it made two such investigations on
imports of harsh long-staple cotton, and two on imports of extra-long-staple
cotton. ® Quotas on imports of sugar, which began with the Sugar Act of
1934, have been continued under the Sugar Acts of 1937 and 1948.

By means of licenses, the United States has continued to control imports of
a limited number of commodities, principally fats, oils, and rice. These re-
strictions, which began during World War II under the Second War Powers
Act of 1942, have been maintained primarily as measures to aid in the equit-
able distribution of products in world short supply or to assist in the orderly
liquidation of temporary surpluses of stocks owned or controlled by the Gov-
ernment. Since fats and oils were removed from international allocation in
February 1949, the number of products to which the restrictions apply has
been reduced considerably.

The United States maintains absolute quotas on imports from the Philip-
pines of rice, cigars, scrap and filler tobacco, coconut oil, pearl or shell
buttons, sugar, and hard-fiber cordage. These quotas, which were established
by the Philippine Trade Act of 1946, are part of the extensive provisions of
that act for the transition of Philippine products, upon their entry into the
United States, from their present duty-free status to full-duty status. Under
the act, the commodities now subject to import quota, together with all other
Philippine products, will become dutiable by gradual steps beginning in
1954. In 1974, when the full duties will apply, the quotas are scheduled to
be removed.

Prohibitions and restrictions which the United States maintains on imports,
other than those mentioned above, are those in which protection to domestic
producers, if any, is incidental to other social or administrative purposes.
They consist of various prohibitions and restrictions on imports specified in
the Tariff Act of 1930; in the Federal Food, Drug, and Cosmetic Act; in

6 For the Commission’s recommendations after these investigations, see ch. 7.
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the Plant Quarantine Act; and in laws (especially those of 1890 and 1903)
to prevent the introduction of animal diseases. 7

Mixing Regulations for Rubber

During the last half of 1950 and the first half of 1951, as in the preceding
years, the United States continued its practice of requiring that specified mini-
mum proportions of domestically produced synthetic rubber be used in the
manufacture of certain rubber products. These mixing regulations were con-
tinued after the war, for reasons of national security, to preserve a domestic
synthetic-rubber industry. With the outbreak of hostilities in Korea, however,
conservation of the supply of rubber for national defense, and its equitable
distribution, became the primary objectives of Government controls on rubber.
To achieve these objectives, the National Production Authority on March 1,
1951, issued new mixing regulations for a comprehensive list of rubber manu-
factures. These regulations fix the proportion of natural rubber that may be
used in the manufacture of each rubber product. Effective May 1, 1951, a
change in the mixing regulations for rubber eliminated the provision that
rubber products imported into the United States could not contain more
natural rubber than was permitted in the same products manufactured domes-
tically. The mixing regulations for rubber do not conflict with United States
obligations under the General Agreement on Tariffs and Trade. While under
certain circumstances they might restrict imports of rubber into the United
States, they have apparently had little or no hampering effect on imports of
natural rubber, which have continued to be limited primarily by the available

supply.

Subsidies

Article X VI of the General Agreement provides that each member country
shall notify the Contracting Parties of any subsidy it maintains which oper-
ates directly or indirectly to increase exports or reduce imports. On April
13, 1951, the United States submitted its notification of subsidies in effect
during the fiscal year 1950-51. In its report the United States noted that
its use of subsidies had been greatly curtailed during the year because of the
greatly changed international commodity situation after the outbreak of hos-
tilities in Korea and because of the disposition of surplus commodities through
domestic donation and diversion programs and through foreign donations or
sales for relief purposes.

During the fiscal year 1950-51 subsidies maintained by the United States
fell into two categories: (1) Government support of agricultural prices, and
(2) export-subsidy programs. Price-support operations by the United States
were conducted entirely under the Agricultural Act of 1949, which makes

7 See ch. 7.
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it mandatory to support prices of 13 so-called basic commodities and desig-
nated nonbasic commodities. In addition, price-support programs were an-
nounced for the 1950 production of 7 commodities for which price-support
operations are discretionary. Export-subsidy programs maintained by the
United States during the fiscal year 1950-51 were conducted under section
32 of the Agricultural Adjustment Act, as amended ; under section 407 of the
Agricultural Act of 1949, which provides that the Commodity Credit Cor-
poration may sell for export, at a loss, any commodity owned or controlled
by it; and under section 2 of the International Wheat Agreement Act of
1949, which provides for payment of export subsidies on wheat.






Chapter 2

United States Trade Agreements
Legislation of 1951

During the last half of 1950 and the first half of 19511 the trade agree-
ments program was conducted under the provisions of the Trade Agreements
Act of 1934, as amended, and the T'rade Agreements Extension Act of 1949.2

Legislative History of Trade Agreements Extension Act of 1951

The Trade Agreements Extension Act of 1949 extended until June 12,
1951, the President’s authority to enter into trade agreements. In order to
assure the continuation of the President’s authority, the Chairman of the
House Committee on Ways and Means, on January 17, 1951, introduced
House bill 1612 shortly after the Eighty-second Congress convened. The bill
simply provided for the extension of the President’s authority to enter into
trade agreements for a period of 3 years from June 12, 1951.

The House Committee on Ways and Means held public hearings on the
bill from January 22 to January 26, 1951, inclusive. The Democratic ma-
jority reported favorably on the bill without amendments, and recommended
that the bill be passed. The Republican minority, on the other hand, recom-
mended (1) that the “peril point” provision of the Trade Agreements Ex-
tension Act of 1948 be reenacted in substantially its original form; (2) that
the President be directed to prevent the application to imports from the
Soviet Union or any Communist satellite country of reduced import duties
and other concessions made in trade agreements; (3) that certain standards
be established by Congress to guide the President in determining relief under
the “escape clause” ; and (4) that the authority of the President to negotiate
trade agreements under the act be extended for only 2 years.

The House of Representatives began debate on House bill 1612 on January
31, 1951. On February 12, 1951, the bill for the extension of the President’s
authority was passed, but with several important amendments. In addition
to provisions covering the first three recommendations by the minority mem-
bers of the Committee on Ways and Means, the bill as passed by the House

1 Until June 16, 1951.

2 For a detailed discussion of the provisions of the Trade Agreements Extension
Act of 1949, see Operation of the Trade Agreements Program (third report), ch. 2.
For the earlier history of the trade agreements legislation, see Operation of the
Trade Agreements Program (first report), pt. 2, ch. 2, and Operation of the Trade
Agreements Program (second report), ch. 2.
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included a provision designed to require the inclusion of an escape clause in
all trade agreements; a procedure for the administration of trade-agreement
escape clauses under which the Tariff Commission would make escape-clause
investigations upon the request of the President, upon its own motion, or
upon application of any interested party;® and a provision prohibiting the
application of trade-agreement concessions to any agricultural commodity for
which price support was available to United States producers, unless the im-
ported commodity sold in the United States market at a price higher than
the support price.

With some interruptions, the Senate Committee on Finance held public
hearings on House bill 1612 from February 22 to April 6, 1951. On April
27, 1951, it unanimously recommended that the bill approved by the House
be also approved by the Senate, but with considerable modification. The prin-
cipal differences of substance between the House-approved bill and the bill
reported to the Senate by the Committee on Finance were as follows:

1. The Committee on Finance recommended only a 2-year extension
of the Trade Agreements Act, whereas the House had approved a 3-year
extension. ,

2. 'The provision of the House-approved bill prohibiting the Tariff Com-
mission, its members, officers, or employees, from participating in the making
of decisions with respect to the terms of proposed trade agreements and from
participating in trade-agreement negotiations, was eliminated. The committee
report, however, stated that this should not be construed as authority for
members of the Commission or of its staff to conduct trade-agreement nego-
tiations.

3. The provision of the House-approved bill for the withholding of future
trade agreements concessions from products of Communist-dominated coun-
tries and areas was changed to cover existing concessions as well, but the
90-day maximum period for accomplishing this provided for in the House
bill was eliminated, leaving it to be done by the President “as soon as prac-
ticable.”

4. 'The escape-clause provisions of the House-approved bill requiring the
inclusion of an escape clause in all trade agreements were modified to require
the inclusion of an escape clause in existing trade agreements only “as soon
as practicable” ; to provide that either House of Congress, or either the Com-
mittee on Finance or the Committee on Ways and Means, could also direct
the Tariff Commission to institute escape-clause investigations ; and to change
the criteria of injury specified in the House-approved bill into factors which,
not to the exclusion of others, the Tariff Commission was to consider in such
investigations.

3 Although differing in detail, a similar procedure had previously been established
under Executive Orders 9832, 10004, and 10082.
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5. A new provision restored to full operation the right of domestic pro-
ducers to seek remedy in court under section 516(b) of the tariff act with
respect to customs classifications of imports. This remedy had been denied
under the Trade Agreements Act with respect to products included in trade
agreements.

6. 'The House-approved provision prohibiting tariff concessions on price-
supported commodities was deleted, but substituted therefor was a provision
for emergency action with respect to perishable agricultural products under
the escape-clause procedure or section 22 of the Agricultural Adjustment
Act, as amended.*

7. A new provision was inserted prohibiting the application of any existing
or future trade agreement in a manner inconsistent with section 22 of the
Agricultural Adjustment Act, as amended.

8. Another new provision contained a declaration that passage of the
bill should not be construed to determine or indicate either the approval or
disapproval by the Congress of the General Agreement on Tariffs and Trade.

The Senate began debate on the bill, as it was reported by the Committee
on Finance, on May 17, 1951. It passed the bill by a vote of 72 to 2 on
May 23, 1951, accepting all the amendments of the committee and an addi-
tional amendment from the floor. The additional amendment provided for
annual quotas on imports of mink, silver fox, and muskrat furs or skins,
beginning July 1, 1951.

In order to reconcile the differences between the House and Senate versions
of the bill, it was then sent to conference. The conference committee
adopted the Senate version of the bill, with an amendment to the “escape
clause” provision and a substitute for the provision relating to imports of
furs, and recommended its passage by the respective Houses. The Senate
version of the escape-clause procedure required the Tariff Commission to
determine whether an article is being imported “in such relatively increased
quantities (compared to a representative period prior to the concessions)” as to
cause or threaten serious injury to the domestic industry producing like or
directly competitive articles. The conference committee substituted for the
quoted language “in such increased quantities, either actual or relative.”” The
substitute provision relating to furs directed the President “as soon as prac-
ticable” to prohibit the importation of ermine, fox, kolinsky, marten, mink,
muskrat, and weasel furs and skins which are the product of the Soviet Union
or of Communist China.

The Senate adopted the conference report on House bill 1612 on May 29,
and the House of Representatives adopted it on June 5, 1951. The President
approved the bill on June 16, 1951, on which date it became effective.

4 Sec. 22 provides for the imposition of quotas or fees on imports when necessary
to prevent material interference with Government agricultural programs.
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Provisions of the 1951 Act

The Trade Agreements Extension Act of 1951 extends (sec. 2) the Presi-
dent’s authority to enter into trade agreements with foreign countries, for a
period of 2 years from June 12, 1951.

Except for two changes, sections 3 and 4 of the new act incorporate the
peril-point provision of the Trade Agreements Extension Act of 1948. The
peril-point provision of the extension act of 1948 was applicable to imports
which were “like or similar” to those produced domestically, whereas the
corresponding provision of the extension act of 1951 is applicable to imported
commodities which are “like or directly competitive” with domestic products.
The other change relates to the requirement for submission by the Tariff
Commission of peril-point reports to the House Committee on Ways and
Means and the Senate Committee on Finance when the President fails to
follow a peril-point finding. Under the 1948 act, if the President failed to
follow a peril-point finding of the Commission, he was required to submit a
copy of the trade agreement to Congress, and the Tariff Commission was
required to submit a copy of its entire peril-point report to the Committee
on Ways and Means and the Committee on Finance. Under the 1951 legis-
lation the Commission must submit only that portion of its report which
deals with the products on which the President failed to follow its findings.

The peril-point provision of the 1951 act requires that the President, before
entering into negotiations concerning any proposed trade agreement, transmit
to the Tariff Commission a list of the articles which are to be considered
for the granting of concessions in such negotiations. Upon receipt of this list,
the Commission is required to make an investigation, including a hearing, and
to report its findings to the President regarding the maximum decrease in
duty, if any, which can be made on each listed commodity without causing
or threatening serious injury to the domestic industry producing like or
directly competitive articles, or the minimum increase in duty or additional
import restriction that may be necessary for any of such products in order
to avoid such injury. The Commission is required to report its findings to
the President not later than 120 days after the receipt of the list of articles
to be considered in the negotiations. No trade agreement may be entered
into by the President until after the Commission’s report is submitted to him,
or until the expiration of the 120-day period.

If the President concludes a trade agreement providing for a greater reduc-
tion in a duty than the Commission specified in its report, or which fails
to provide for additional import restrictions specified in the report, he must
transmit to the Congress a copy of the agreement, identifying the articles
involved and stating his reasons. Promptly thereafter, the Tariff Commission
must deposit with the House Committee on Ways and Means and the Senate
Committee on Finance a copy of those portions of its report to the President
dealing with the articles identified by the President in his report to Congress.
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Section 5 directs the President, as soon as practicable, to suspend, with-
draw, or prevent the application of any tariff concession contained in any
trade agreement entered into under the authority of the Trade Agreements
Act to imports from the Soviet Union and from any Communist-dominated
or Communist-controlled countries or areas.’

The Trade Agreements Extension Act of 1951 makes it mandatory to
include in all future trade agreements an escape clause conforming to the
policy of section 6(a) of that act, and, “as soon as practicable,” in all existing
agreements which do not contain such a clause. Section 6(a) of the act
provides that no tariff concession in any future trade agreement shall be per-
mitted to continue in effect, when, as a result (in whole or in part) of the
duty or other customs treatment reflecting such concession, a commodity is
being imported into the United States in such increased quantities, either
actual or relative, as to cause or threaten serious injury to the domestic in-
dustry producing like or directly competitive products. The President is
directed to report to the Congress on or before January 10, 1952, and every
6 months thereafter, on the action taken by him to include an escape clause in
existing trade agreements.

The procedure for administration of trade-agreement escape-clause pro-
visions is set forth in section 7. Under this section, the Tariff Commission,
upon request of the President, upon resolution of either House of Congress,
upon resolution of either the Senate Committee on Finance or the House
Committee on Ways and Means, upon application of any interested party,
or upon its own motion, must promptly make an investigation to determine
whether any commodity upon which a trade-agreement concession has been
granted is, as a result (wholly or in part) of the duty or other customs
treatment reflecting the concession, being imported in such increased quan-
tities (either actual or relative) as to cause or threaten serious injury to the
domestic industry producing like or directly competitive products. If in the
course of its investigation the Commission finds evidence of such injury, or
when directed to hold a hearing by the Senate Committee on Finance or the
House Committee on Ways and Means, it must hold a hearing and afford
reasonable opportunity for interested parties to be heard. The Commission
is required to make a report on its investigation not later than one year after
the application is made.

51In notes dated June 23 and June 27, 1951, respectively, the United States notified
the Soviet Union and Rumania that it was terminating the existing commercial agree-
ments, in compliance with this section. Also, a request to notify the Bulgarian Govern-
ment of termination of the existing commercial agreement with that country was
conveyed to the Government of Switzerland, which now represents the United
States in Bulgaria. In notes dated July 5, 1951, the United States notified the Gov-
ernments of Hungary and Poland of withdrawal of the most-favored-nation treat-
ment accorded by the United States to those countries in existing treaties of friend-
ship, commerce, and consular rights.
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Should the Tariff Commission find, as a result of its investigation and after
hearing, that imports are entering in such increased quantities as to cause or
threaten serious injury to the domestic industry producing like or directly
competitive products, and that this is the result in whole or in part of the
duty or other customs treatment reflecting the concession, the act provides
that it shall recommend to the President the withdrawal or modification of
the concession, its suspension in whole or in part, or the establishment of
import quotas, to the extent and for the time necessary to prevent or remedy
such injury. In arriving at a determination, the Tariff Commission is directed
to consider a number of factors (not to the exclusion of other factors) enu-
merated in section 7 of the act. Also, within 60 days, the Commission must
transmit to the Senate Committee on Finance and the House Committee on
Woays and Means an exact copy of its report and recommendations to the
President. Should the President fail to follow the recommendations of the
Commission within 60 days, he is required to submit a report to the Senate
Committee on Finance and the House Committee on Ways and Means,
stating the reasons why he did not follow the recommendations of the Tariff
Commission. Should the Tariff Commission fail to find the existence or
threat of serious injury to the domestic industry concerned, by reason of in-
creased imports of the commodity involved, it is required to make and publish
a report stating its findings and conclusions.

Section 8 of the 1951 act amends paragraph (f) of section 22 of the Agri-
cultural Adjustment Act, as amended, by providing that no existing or future
trade agreement shall be applied in a manner inconsistent with the provisions
of section 22 of the Agricultural Adjustment Act, as amended. Paragraph
(f) had previously provided, in effect, that section 22 should not be applied
in a manner inconsistent with international obligations of the United States.

Section 8 also provides that when the Secretary of Agriculture finds and
reports to the President and to the Tariff Commission that with respect to
any perishable agricultural commodity a condition exists requiring emergency
treatment, the Tariff Commission shall make an immediate investigation
under section 22 of the Agricultural Adjustment Act, as amended, or under
section 7 of the Trade Agreements Extension Act of 1951, and recommend
to the President such relief as may be appropriate. If he considers it nec-
essary, the President may act without waiting for the recommendations of the
Commission. The report and findings of the Commission, as well as the
action by the President, must be made not later than 25 calendar days after
the case is submitted to the Tariff Commission.

The other sections of the Trade Agreements Extension Act of 1951 delete
the provisions of the Trade Agreements Act of 1934 and of the Customs
Administrative Act of 1938 which made section 516(b) of the Tariff Act of
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1930 ¢ inapplicable to commodities which were included in any trade agree-
ment (sec. 9) ; declare that enactment of the act shall not be construed to
determine or indicate the approval or disapproval by the Congress of the
General Agreement on Tariffs and Trade (sec. 10); and provide that the
President shall, as soon as practicable, prohibit the importation into the
United States of ermine, fox, kolinsky, marten, mink, muskrat, and weasel
furs or skins which are the product of the Soviet Union or of Communist
China (sec. 11). :

6 This subsection affords recourses to the domestic producer if he feels that the
Treasury Department is incorrectly classifying an imported article for duty purposes.






C hapter 3

Developments Respecting the General Provisions
of the General Agreement on Tariffs and Trade

This chapter on developments respecting the General Agreement on Tariffs
and Trade includes a short discussion of the history and nature of the General
Agreement; an article-by-article discussion of the principal developments
since June 1950 respecting the general provisions; a section on changes in
membership during the period July 1, 1950-June 30, 1951; and a separate
discussion of the Fifth and Special Sessions of the Contracting Parties. Such
an arrangement necessarily involves some duplication of subject matter; for
example, the section on principal developments respecting the General Agree-
ment since June 1950 discusses in detail matters that are covered also in the
section on the Fifth and Special Sessions of the Contracting Parties. This
arrangement was adopted in order that readers interested in either an article-
by-article discussion or a discussion based on the proceedings of the various
sessions might have the desired information readily at hand.

HISTORY AND NATURE OF THE
GENERAL AGREEMENT

The multilateral agreement known as the General Agreement on Tariffs
and Trade, entered into by the United States under the authority of the
Trade Agreements Act, now embraces the following: The original agreement
concluded by 23 contracting parties at Geneva in 1947 ;! the Annecy Protocol
of 1949, under which 9 additional countries acceded to the agreement;2 and
the Torquay Protocol of 1951, which provides for the accession of 6 addi-
tional countries.

The General Agreement consists of two parts: (1) The so-called general
provisions, which are the numbered articles that set forth rules for the conduct
of trade between the contracting parties, and (2) the schedules of tariff con-
cessions resulting from the multilateral negotiations at Geneva, Annecy, and

1 China ceased to be a member of the General Agreement on May 5, 1950 ; Lebanon,
on February 25, 1951; and Syria, on August 6, 1951.

2The tenth country—Uruguay—did not sign the Annecy Protocol within the time
specified in that document. At their Fifth Session, the Contracting Parties provided
that Uruguay may sign the Torquay Protocol if it first signs the Annecy Protocol.

35
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Torquay.> Under the existing provisional application of the general pro-
visions of the agreement, the contracting parties are not required to amend
existing domestic legislation or to promulgate new legislation in order to
adhere to the agreement. They are, however, required to refrain from enact-
ing new legislation inconsistent with the agreement.

Under the General Agreement, initial tariff negotiations are conducted
bilaterally on a product-by-product basis at conferences sponsored by the
Contracting Parties. Ordinarily, each participating country negotiates on
the basis of the principal-supplier rule, negotiating on any given import com-
modity with the country that has been, or gives promise of becoming, the
principal supplier of that commodity. The understandings reached in the
bilateral negotiations are then combined to form the respective schedules of
tariff concessions that are set forth in the General Agreement.

The general provisions of the General Agreement were originally intended
to be a temporary device for safeguarding the tariff concessions exchanged by
the contracting parties. Ultimately, they were to have been superseded by
the proposed Charter for an International Trade Organization (ITO). For
that reason, certain of the general provisions of the General Agreement
parallel similar provisions of the proposed charter.* In December 1950,
however, the United States Government announced that it would no longer
seek congressional approval of the charter, but instead would seek appropriate
legislative authority to make more effective United States participation in the
General Agreement on Tariffs and Trade.® Other countries also will prob-
ably not ratify the charter. Section 10 of the Trade Agreements Extension
Act of 1951 provides that enactment of the act shall not be construed to
determine or indicate the approval or disapproval by the Congress of the

Executive Agreement known as the General Agreement on Tariffs and
Trade.

PRINCIPAL DEVELOPMENTS SINCE JUNE 1950 RE-
SPECTING THE GENERAL PROVISIONS OF THE
GENERAL AGREEMENT

Amendments to the general articles of the General Agreement that the
Contracting Parties adopted at their First and Second Sessions were described
in Operation of the Trade Agreements Program (second report). Although
the Contracting Parties did not amend the general provisions during their
Third Session at Annecy in 1949 and their Fourth Session at Geneva in 1950,

3 For a more detailed description of the provisions of the General Agreement on
Tariffs and Trade, see Operation of the Trade Agreements Program (first report),
pt. 2, pp. 39-60.

4 See Operation of the Trade Agreements Program (third report), p. 32.

5U. S. Department of State Press Release No. 1221, Dec. 6, 1950.
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they did hold a number of consultations and discussions relating to those
provisions. These were described in detail in Operation of the Trade Agree-
ments Program (third report).

The immediately following sections of this chapter deal with the principal
consultations and discussions that the Contracting Parties held with respect
to the general provisions of the agreement during the period July 1950 to
June 1951. Other matters discussed by them are set forth in the section of
this chapter on the Fifth and Special Sessions of the Contracting Parties,
which were held at Torquay during the multilateral tariff negotiations of
1950-51. An amendment to article XXVIII of the General Agreement,
adopted at the Fifth Session, extended to January 1, 1954, the time after
which tariff concessions on particular products may be modified or withdrawn
without joint action by the Contracting Parties. This amendment, which is
discussed in detail in chapter 4 of this report, prolonged for 3 years the life
of the Geneva and Annecy tariff concessions, as they were modified by the
article XXVIII negotiations at Torquay.

Quantitative Restrictions for Balance-of-Payments Reasons

(Arts. XI-X1IV)

Article XI of the General Agreement prohibits, with specified exceptions,
the application by any member country of various nontariff restrictions on
trade with other contracting parties, such as import prohibitions, quotas,
licensing systems, and other quantitative control measures. Article XII,
however, provides for temporary departure from the general rule when such
departure is necessary to safeguard a country’s balance-of-payments position
or to effect a necessary increase in its monetary reserves. Article XIII pro-
vides that, in the administration of such quantitative restrictions as are per-
mitted in accordance with this principle, discrimination shall not be practiced
against any contracting party to the agreement. The Contracting Parties
have recognized, however, that strict compliance with this provision would
not be possible during the immediate postwar period. Accordingly, article
XIV permits certain deviations from the rule of nondiscrimination for
balance-of-payments reasons.®

One of the most important items on the agenda of the Fifth Session of
the Contracting Parties was the series of consultations, under the provisions
of article XII, with seven of the British Commonwealth countries and Chile
regarding restrictions they had imposed on imports from the dollar area.
The representatives of several countries, including the United States, as well
as the observer of the International Monetary Fund, expressed the view
that the time had come for Australia, Ceylon, New Zealand, Southern

6 See Operation of the Trade Agreements Program (second report), pp. 22-23, and
Operation of the Trade Agreements Program (third report), pp. 34-35.
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Rhodesia, and the United Kingdom to progressively relax their restrictions
on imports from hard-currency countries. Although the representatives of
the last-mentioned countries admitted that the gold and dollar positions of
those countries had improved markedly during the previous year, they felt
that insufficient attention had been given to the adverse factors involved,
including the responsibilities their countries were undertaking under the cur-
rent rearmament program, the full force of which would not be felt until
later.”

At the conclusion of the various consultations during the Fifth Session, the
representatives of the governments concerned stated that they would convey
to their governments the views of the other contracting parties, for considera-
tion.

The Contracting Parties did not suggest that India, Pakistan, and Chile
undertake further general relaxation of their restrictions on imports from
the dollar area.

Quantitative Restrictions for Economic Development
(Art. XVIII)

Article XVIII of the General Agreement, as amended at Geneva in 1948,
permits contracting parties to maintain, for purposes of economic development
or reconstruction, any nondiscriminatory nontariff protective measures (such
as quantitative restrictions) that were in existence on September 1, 1947.
The provisions of article XVIII also enable contracting parties to impose
new measures of special assistance to promote the development or recon-
struction of their industry or agriculture. These measures may involve release
from a negotiated commitment, from obligations under a general provision
of the agreement, or both. Individual contracting parties must obtain prior
approval from the Contracting Parties for these new measures, but such
approval by the Contracting Parties is mandatory if the quantitative restric-
tion meets certain specified standards, even though it otherwise conflicts with
the commercial-policy provisions of the agreement.®

At the Fifth Session, the Governments of Denmark, Haiti, and Italy noti-
fied the Contracting Parties of certain restrictive measures that they wished
to maintain under article XVIII.

Examination revealed that the import restrictions Denmark desired to
maintain under article XVIII were already being applied for balance-of-
payments reasons under article XII of the General Agreement. As a result,
Denmark withdrew its application. The Contracting Parties agreed, how-
ever, that when the Danish Government no longer found it necessary to

7 For a complete discussion of discrimination by Australia, Ceylon, New Zealand,
Southern Rhodesia, and the United Kingdom, see ch. 5 of this report.
8 See Operation of the Trade Agreements Program (second report), pp. 24-25.



JULY 1950-JUNE 1951 39

apply the restrictive measures under article XII, it could then apply for
permission to maintain them under the provisions of article XVIII.

Examination of Italy’s request revealed that the restrictive measures it
wished to maintain on imports of synthetic organic dyestuffs and radio sets,
under the provisions of article XVIII, were also being applied for balance-
of-payments reasons. Italy therefore withdrew its application to maintain
them under article XVIII.

Exercising their powers under paragraph 12 of article XVIII, the Con-
tracting Parties granted a release permitting Haiti to maintain, for a period
of 5 years, a measure that provides for the licensing of imports of tobacco,
cigars, and cigarettes. The purpose of the measure is to promote the pro-
duction of tobacco in Haiti.?

Withdrawal of Concession by the United States Under the Escape
Clause (Art. XIX)

Article XIX of the General Agreement provides that if, as a result of
unforeseen developments and of the obligations incurred by a contracting
party under the agreement, “any product is being imported into the territory
of that contracting party in such increased quantities and under such con-
ditions as to cause or threaten serious injury to domestic producers in that
territory of like or directly competitive products, the contracting party shall
be free, in respect of such product, and to the extent and for such time as
may be necessary to prevent or remedy such injury, to suspend the obligation
in whole or in part or to withdraw or modify the concession” under certain
conditions.

On November 1, 1950, under this “escape clause,” the Government of
the United States announced that, in accordance with the findings of the
United States Tariff Commission, it would on December 1, 1950, withdraw
part of the tariff concession it had granted at Geneva in 1947 on women’s
hats and hat bodies made of fur felt.!® At their Fifth Session, the Contracting
Parties held consultations with the contracting parties principally concerned—
Czechoslovakia, France, Italy, and the United States. The results of the
consultations, however, proved to be unacceptable to Czechoslovakia, which
contended that in withdrawing the concession the United States had failed to
fulfill the requirements of article XIX. The Contracting Parties assigned
the task of further examining the case to an intersessional working party, and
instructed it to present its report to them at their Sixth Session.

9 For a more complete discussion of the measures proposed by Denmark, Italy,
and Haiti, see ch. 5 of this report.

10 For a complete discussion of the withdrawal of the concession, see ch. 7 of this
report.
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Customs Unions (Art. XXIV)

Article XXIV of the General Agreement exempts from the most-favored-
nation principle the trade between countries forming a customs union or
entering into an interim agreement preparatory to forming such a union,
provided the agreement fulfills certain conditions, and provided it may be
expected to achieve the desired results within a reasonable time.l!

For the purpose of the multilateral tariff negotiations at Geneva in 1947,
the Contracting Parties accepted two groups of countries as customs unions:
Belgium, the Netherlands, and Luxembourg (the Benelux Customs Union) ;
and Syria and Lebanon (the Syro-Lebanese Customs Union). During their
Third Session, the Contracting Parties also approved a proposed customs
union between South Africa and Southern Rhodesia. In March 1950
Lebanon and Syria dissolved their customs union, and both countries subse-
quently withdrew from the General Agreement.!?

In accordance with the Declaration of the Contracting Parties on May
18, 1949, the Governments of South Africa and Southern Rhodesia sub-
mitted to the Fifth Session the First Annual Report of their Customs
Union Council. Under article XXIV of the agreement the Contracting
Parties are mainly concerned with two points relating to the proposed
customs union: First, whether the interim agreement between the two
countries is likely to result in the formation of a full customs union and,
second, whether the interim period prescribed is a reasonable one. The
First Annual Report of the Southern Africa Customs Union Council
pointed out that, in its activities, the Council has first concentrated on the
alinement of the tariff rates of the two countries and that although it has
considered proposals to eliminate restrictions between the two countries,
further study is necessary before they can be removed.

Internal Taxation of Imported Products (Art. ITI)

Article IIT of the General Agreement requires the contracting parties
to grant national treatment with regard to internal taxes on products im-
ported from other contracting parties. Accordingly, imported products
may not be subjected to internal taxes or other charges of any kind in
excess of those levied directly or indirectly on like domestic products.
However, existing discriminatory internal taxes (that is, those in effect on
October 30, 1947) may be maintained. In an amendment to article III
adopted at Geneva in 1948, the Contracting Parties recognized that internal
taxes and other internal charges should not be applied to imported or
domestic products in such a manner as to afford protection to domestic

11 For a discussion of art. XXIV and the amendment relating to free-trade areas
adopted at Geneva in 1948, see Operation of the Trade Agreements Program (second
report), p. 21.

12 See the section of this chapter on withdrawals from membership.
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production. The amendment also provided for conversion of existing taxes
into tariff duties.’®

Brazil

During the Third Session of the Contracting Parties, a question was
raised about Brazil’s action in revising the rates of its internal taxes on
certain products, including watches, clocks, beer, spirits, apéritifs, and
cigarettes. For many years Brazil has employed an extensive system of
“consumption” taxes, largely for revenue purposes. In the application of
these taxes, many imported products have been subject to taxes substantially
higher than those levied .on like domestic products.

The countries exporting the specified products to Brazil contended that
Brazil’s 1948 revision of its consumption taxes further widened the margin
of discrimination against such products. The Brazilian Government therefore
agreed to request the Brazilian Congress to amend the laws in question as
soon as possible, with a view to ending the discriminations. The matter
was taken up again at the Fourth Session of the Contracting Parties. Not
having reached a satisfactory solution of the problem at that session, the
Contracting Parties concluded that they would have to examine the matter
again at their Fifth Session.

Examination of the draft law which Brazil presented to the Contracting
Parties at their Fifth Session revealed that adoption of the proposed legis-
lation would eliminate most of the discriminations established by the law of
1948, and would bring Brazil’s consumption-tax legislation into conformity
with the provisions of the General Agreement. The proposed legislation
would not eliminate most of the discriminations that were in effect on
October 30, 1947 ; however, the General Agreement permits a country to
maintain discriminations that were in force on that date.

United Kingdom

At the Fifth Session the Netherlands Government called the attention
of the Contracting Parties to an action by the United Kingdom that the
Netherlands alleged constituted a violation of the provisions of article ITI
of the General Agreement. According to the Netherlands, the United
Kingdom had been applying the British purchase tax to a number of imported
products while exempting comparable domestic goods from the tax. The
United Kingdom admitted that the purchase-tax system, although not
designed for the purpose of protection, had in practice developed some
protective effects. It declared, however, that it was taking steps to eliminate
such discrimination against imports as might have resulted from the appli-
cation of the purchase tax. On the basis of this declaration, the Contracting
Parties took no further action in this matter. However, the subject was

13 See Operation of the Trade Agreements Program (second report), p. 24.
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placed on the agenda of the Sixth Session for further discussion, should that
prove necessary.

Special Exchange Agreements (Art. XV)

Article XV of the General Agreement provides that any contracting
party that is not a member of the International Monetary Fund, or that
ceases to be a member of the Fund, shall enter into a special exchange
agreement with the Contracting Parties.

At the beginning of the Fifth Session, five contracting parties had not
yet become members of the International Monetary Fund. However, the
texts of special exchange agreements with them, the draft of which had been
approved by the Contracting Parties at their Second Session, had been deposited
with the Secretary-General of the United Nations, for signature. These
countries were Burma, Haiti, Indonesia, New Zealand, and Sweden. The
Contracting Parties noted that the Governments of Burma, Haiti, and
Sweden had made substantial progress towards joining the Fund. There-
fore the Contracting Parties extended to September 17, 1951, the time limit
for acceptance of special exchange agreements by those countries, should
they fail meanwhile to become members of the Fund. The Government
of Indonesia informed the Contracting Parties that it had made arrange-
ments to deposit an instrument of acceptance of its special exchange agree-
ment. The Contracting Parties noted, however, that New Zealand had not
complied with the provisions of article XV of the General Agreement
within the time limit fixed by resolution of the Contracting Parties at
their Fourth Session.

Other Developments During 1950-51

At their Fourth Session the Contracting Parties examined Chile’s com-
plaint against the continuation by Australia of its subsidy on imports of
ammonium sulfate, after it had removed a similar subsidy on imports of
sodium nitrate. Chile charged that continuation of the subsidy on ammonium
sulfate constituted nullification or impairment of the Australian tariff con-
cession on sodium nitrate. At the Fifth Session the delegates of Chile and
Australia reported that they had arrived at a mutually satisfactory solution
and that they had filed the terms of their agreement with the Secretariat.

At the Fifth Session the Canadian Delegation proposed that a standing
committee of the Contracting Parties be established. It also proposed
that, because there is now no continuing machinery for conducting business
between the periodic sessions of the Contracting Parties, a GATT secretariat
be established. The Canadian proposals were particularly significant
because of doubts that had arisen as to the approval by the governments of
the contracting parties, of the proposed Charter for an International
Trade Organization. The Contracting Parties established a working party
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to study Canada’s proposals and to report at the next session on the feasi-
bility of establishing a standing committee and a secretariat.

The Contracting Parties at their Fifth Session also considered the United
States proposal to adopt a code of standard practices that would minimize
the commercial uncertainties and hardships now experienced under the
administration of import-licensing and exchange-control systems. Recogniz-
ing that such controls may continue for some time, but that the uncertainties
resulting from their operation could be materially reduced, the Contracting
Parties suggested that the governments employing such restrictions review
their current practices and, if possible, improve them in accordance with the
proposed code. The Contracting Parties also established a working party to
study and revise the proposed code and to report on it to the next session of
the Contracting Parties.

In order to reduce the many complexities that result from the lack of
standard descriptions of commodities moving in international trade, the
European Customs Union Study Group formulated a common tariff nomen-
clature known as the 1950 Brussels Nomenclature. This document was
opened for signature toward the end of 1950. The Study Group called
the attention of the Contracting Parties to the fact that adherence to the
Brussels Convention of Tariff Nomenclature might raise the problem of
minor adjustments in the tariff schedules of the General Agreement. The
Contracting Parties agreed to inform the General Secretary of the Study
Group that any country that changed its tariff schedule as a result of its
adherence to the Brussels Nomenclature could resort to the normal rectifi-
cation procedure under the General Agreement. They pointed out, however,
that should any contracting party object to such changes, the provisions of
the General Agreement will prevail and that desired adjustments should
be negotiated by the interested contracting parties.

At their Fifth Session the Contracting Parties also considered plans for
conducting their annual review of quantitative import restrictions and for
their second annual report on the discriminatory application of such restric-
tions.'* They established a working party to prepare and submit to them
a draft questionnaire to be used for the review of import restrictions pur-
suant to article XII, 4(b), and for the second report on the discriminatory
application of restrictions under the transitional arrangements of article
X1V, as required by article XIV, 1(g).

Finally, at their Fifth Session, the Contracting Parties considered the
draft agreement on the importation of insecticides, sponsored by the World
Health Organization and designed to insure a free flow of such materials
in international trade; a report by the French Delegation on the proposed
European coal and steel agreement; the position of Indochina in relation

14 For a detailed discussion of the nature and purposes of these annual reports,
see Operation of the Trade Agreements Program (third report), pp. 52-53.
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to the General Agreement; and a number of minor problems and adminis-
trative matters.
Withdrawals From Membership

The additions to the membership of the General Agreement as a result
of the negotiations at Torquay are discussed in chapter 4 of this report.

During the period July 1, 1950, to June 30, 1951, one country withdrew
from membership in the General Agreement and another country gave
notice of its withdrawal. Lebanon withdrew from the General Agreement,
effective February 25, 1951, and Syria announced its intention to withdraw
as of August 6, 1951. On June 30, 1951, the number of contracting parties
to the General Agreement (not taking into account Syria’s impending with-
drawal or the impending Torquay accessions) was 31, or 1 less than the year
before.

China

As a result of the withdrawal of the Chinese Nationalist Government
from the General Agreement in May 1950, and in accordance with the
provisions of article XXVII of that agreement, the United States Govern-
ment terminated, effective December 11, 1950, a large proportion of the
concessions it originally negotiated with China at Geneva. However, a
number of concessions were not terminated at that time because they related
to commodities in which other contracting parties have a substantial interest
or on which such other countries had specifically requested consultations with
the United States.'®

At Torquay the United States negotiated with other countries on a
few of the products on which concessions to China were terminated, as
well as on a few on which concessions were not terminated. Other con-
cessions to China that were not terminated were still subject to consultations
with contracting parties to the General Agreement.

Lebanon and Syria

Lebanon and Syria, acting jointly as the Syro-Lebanese Customs Union,
became contracting parties to the General Agreement on Tariffs and Trade
through the multilateral tariff negotiations at Geneva in 1947. In March
1950, Lebanon and Syria dissolved their customs union, and, effective
February 25, 1951, Lebanon withdrew from the General Agreement. As
reasons for its withdrawal, Lebanon cited its unfavorable balance of trade
and its burdensome surpluses of certain domestically produced commodities
that it wished to dispose of abroad with the greatest possible freedom of
action. ;

Inasmuch as all the concessions that the United States had granted to the
Syro-Lebanese Customs Union at Geneva were of substantial interest to

15 See the section of ch. 7 on withdrawal of concessions granted to China at Geneva.
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Syria and some of them, to other contracting parties, the United States did
not withdraw any concessions as a result of Lebanon’s withdrawal from the
agreement. At the time of its withdrawal, Lebanon stated that for the time
being it did not intend to change its customs duties. By a decree of March 1,
1951, however, it deleted from the Lebanese Customs Tariff the statement
“Normal Duty confirmed at Geneva in 1947.”

On June 7, 1951, the Government of Syria gave official notice that it
intended to withdraw from the General Agreement, effective August 6, 1951.

FOURTH SESSION OF THE CONTRACTING PARTIES

The Tariff Commission’s third report on the operation of the trade
agreements program discussed in some detail the proceedings of the Fourth
Session, held at Geneva from February 22 to April 3, 1950, that related
to plans for the Torquay Conference and to the two reports adopted by
the Contracting Parties on certain trade practices of participating countries.!®
Because complete information was not available when the third report
was prepared, however, the Commission deferred to the present report a
discussion of certain of the actions of the Contracting Parties with respect
to the routine operation of the General Agreement. Among these were the
following: The proposed participation by Switzerland in the General
Agreement; special exchange agreements between the Contracting Parties
and member countries that are not also members of the International
Monetary Fund; and Brazil’s discriminatory application of certain internal
taxes.

In September 1949 the Contracting Parties invited Switzerland, to-
gether with 28 other countries, to participate in the proposed multilateral
tariff negotiations to be held at Torquay, with a view to accession to the
General Agreement. In replying to the invitation Switzerland pointed out
that, because of its peculiar position in European trade, certain special
difficulties would arise if it accepted all the obligations of membership in
the General Agreement. At their Fourth Session the Contracting Parties
examined several proposals designed to permit Switzerland’s accession to
the General Agreement with certain reservations, but decided not to adopt
any of them.

At their Third Session, the Contracting Parties had approved a draft
of the special exchange agreement required by article XV of the General
Agreement; the draft closely follows similar provisions of the Articles of
Agreement of the International Monetary Fund. At their Fourth Session
the Contracting Parties adopted a resolution requiring those contracting
parties that were not members of the International Monetary Fund to enter

16 See pp. 51-53 of that report; see also ch. 6 of this report.
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into a special exchange agreement with the Contracting Parties not later
than November 2, 1950.

At their Third Session the Contracting Parties had examined Brazil’s
discriminatory application of internal taxes on imported products.'” At
that time, Brazil agreed to request its Congress to amend the pertinent
legislation as soon as possible, to bring it into conformity with article ITI
of the General Agreement. At the Fourth Session, the Contracting Parties
decided that, in the absence of a satisfactory adjustment between Brazil and
the countries materially affected by the discriminatory taxes, the Contracting
Parties would have to reconsider the matter at the Fifth Session.!®

FIFTH AND SPECIAL SESSIONS OF THE
CONTRACTING PARTIES

The Fifth Session of the Contracting Parties to the General Agreement
was held at Torquay from November 2 to December 16, 1950. Of the 32
contracting parties to the General Agreement, only Lebanon,'® Syria,?® and
Nicaragua were not represented at this session. Seven countries that partici--
pated in the tariff negotiations at Torquay with a view to acceding to the
General Agreement—Austria, the Federal Republic of Germany, Korea,
Peru, the Philippine Republic, Turkey, and Uruguay—were represented
by observers. Six other nonmember countries that did not participate in
these tariff negotiations—El Salvador, Guatemala, Mexico, Venezuela,
Switzerland, and Yugoslavia—also had observers at the Fifth Session. Four
international organizations—the United Nations, the International Mone-
tary Fund, the Organization for European Economic Cooperation, and the
World Health Organization—were similarly represented.

Although the proceedings of the Fifth Session were concerned largely
with problems arising under the general provisions of the General Agreement,
they dealt also with other matters, such as problems arising from the tariff
negotiations that were simultaneously being held at Torquay,?! arrangements
to implement the results of the Torquay negotiations, and arrangements to
extend to January 1, 1954, the tariff concessions that had been negotiated
at Geneva and Annecy.

At their Fifth Session the Contracting Parties disposed of many problems
directly in plenary meetings, but established working parties to deal with

17 See Operation of the Trade Agreements Program (third report), pp. 36-37.

18 See also the section of this chapter on internal taxation of imported products
(art. III).

19 Lebanon ceased to be a contracting party on February 25, 1951. See the section
of this chapter on withdrawals from membership.

20 Syria ceased to be a contracting party on August 6, 1951. See the section of this
chapter on withdrawals from membership.

21 For a detailed discussion of the Torquay negotiations, see ch. 4 of this report.
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the more complicated issues. The special tasks of the various working
parties included the following: (1) Examination of applications by Haiti,
Italy, and Denmark to maintain nontariff protective measures for purposes
of economic development; (2) consideration of problems relating to the
tariff schedules of the General Agreement; (3) preparation of the budget
of the Secretariat and the schedule of contributions for 1951; (4) examina-
tion of the World Health Organization’s proposal regarding a draft inter-
national agreement on insecticides; (5) analysis of a draft Brazilian law
designed to eliminate certain discriminatory internal taxes; (6) considera-
tion of arrangements to extend the period during which countries can apply
quantitative restrictions on surplus goods or goods in short supply under
part II of article XX of the General Agreement; (7) examination of the
United States proposal to minimize trade uncertainties and hardships under
import and exchange controls; (8) preparation of a questionnaire, in ac-
cordance with articles XII and XIV of the General Agreement, for the
review of quantitative import restrictions and for the annual report on the
discriminatory application of such restrictions; (9) review of the status
of countries that are required to enter into special exchange agreements
with the Contracting Parties; (10) consultation with certain governments
regarding recent changes in their import programs; (11) examination of
proposals for establishment of a permanent committee designed to make
the administration of the General Agreement more effective; and (12)
examination, between sessions, of Czechoslovakia’s complaint against the
withdrawal by the United States of its concession on women’s fur felt hats
and hat bodies in certain price brackets. In addition, the Contracting Parties
reappointed the intersessional committee that examines applications addressed
to the Contracting Parties between sessions, under the provisions of article
XVIII (quantitative restrictions for economic development), and the com-
mittee that considers certain questions that arise under articles XII-XIV
(quantitative restrictions for balance-of-payments reasons).

Besides the specific problems that the various working parties examined,
the Fifth Session also considered these matters: (1) Actual instances of
quantitative restrictions applied for protective purposes (art. XXIII); (2)
the French export restrictions on hides and skins; (3) the report by Aus-
tralia and Chile with respect to the Australian subsidy on ammonium sul-
fate; (4) the effect of the United Kingdom purchase tax on certain imports
into the United Kingdom (art. III); (5) rectification of schedules resulting
from adherence to the Brussels Convention of Tariff Nomenclature; (6) the
proposed European coal and steel agreement; and (7) the First Annual
Report of the Southern Africa Customs Union Council.

To consider certain problems that had arisen after the close of their Fifth
Session, the Contracting Parties held a Special Session at Torquay from
March 29 to April 3, 1951. The principal subject before this session was
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the disparity among the European countries in the level of their tariffs. A
number of countries, including the United States, contended that although
the tariff reductions resulting from the Torquay negotiations might be sig-
nificant, they would probably not contribute materially to the reduction of
such disparity. After an examination of the problem, the Contracting
Parties invited the 10 countries which had jointly raised the question
(9 European countries and the United States), to submit proposals for
multilateral action and other procedures designed to reduce the disparity
in the level of European tariffs on a nondiscriminatory basis, taking into
account the differences in the economic and social structures of the countries
concerned. The Contracting Parties also established an intersessional work-
ing party to study the proposals that might be submitted and to formulate
recommendations.



Chapter 4

The Torquay Tariff Negotiations

The negotiations regarding the General Agreement on Tariffs and T'rade,
held at Torquay, England,! from September 28, 1950, to April 21, 1951,
constituted the third set of tariff negotiations under the General Agreement.
The first set of these multilateral tariff negotiations took place at Geneva,
Switzerland, from April 10 to October 30, 1947, and the second, at Annecy,
France, from April 11 to August 27, 1949. At Torquay, as at Annecy, the
Contracting Parties to the General Agreement held a session during the
course of the Conference.?

PREPARATIONS FOR THE TORQUAY
TARIFF NEGOTIATIONS

Toward the end of their Third Session at Annecy in 1949 the Contracting
Parties appointed a working party to study the possibility of holding a third
set of multilateral tariff negotiations. This working party met at Annecy
and reconvened later in London to draft the rules of procedure for such
negotiations, and to prepare a list of the countries which it believed should
be invited to participate. The working party proposed that a third set of
tariff negotiations be held commencing September 28, 1950. At their Fourth
Session, held at Geneva from February 22 to April 3, 1950, the Contracting
Parties formally approved the proposal of the working party, and decided
to hold the Conference at Torquay.

Preparations by the Contracting Parties

Late in 1949 the Contracting Parties invited to the proposed Conference
the following 29 nonmember countries, with a view to their accession to
the General Agreement:

Afghanistan Ecuador Iceland
Argentina Egypt Iran
Austria El Salvador Iraq
Bolivia Federal Republic Ireland
Colombia of Germany Israel

Costa Rica Guatemala Jordan

1Torquay is on the southern coast of England, in Devon.

2 The Contracting Parties held their First Session at Havana from February 28
to March 24, 1948, during the closing weeks of the United Nations Conference on
Trade and Employment.

49
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Republic of Korea Peru Switzerland
Mexico Republic of the Turkey
Nepal Philippines Venezuela
Panama Poland

Paraguay Portugal

Of these 29 countries, the following 7 accepted :®

Austria Perul

Federal Republic Republic of the
of Germany Philippines

Guatemala Turkey

Korea

1 Peru had been invited to attend the Annecy Conference, but did not send a
delegation.

All the 33 existing contracting parties * and Uruguay (which negotiated
at Annecy in 1949 but did not sign the Annecy Protocol) indicated that
they would attend the Torquay Conference, either to negotiate with the
new participating countries or to exchange new or additional tariff con-
cessions with other contracting parties. Thus, with the 7 new countries
that had accepted invitations, it was expected that 41 countries would be
represented at Torquay. Actually, only 34 nations participated in the Con-
ference.® One of the newly invited countries (Guatemala) did not send a
delegation ; 4 contracting parties (Burma,® Liberia,® Nicaragua, and Syria 7)
did not engage in tariff negotiations at Torquay; and 2 contracting parties
(China and Lebanon) withdrew from the General Agreement before the
Conference began.?

In preparation for the Torquay Conference, the Contracting Parties re-
quested the countries that desired to participate in the negotiations to exchange
with each other copies of their current customs tariffs, the details of their
other charges and taxes on imports, and statistics on their import trade for
postwar and selected prewar years. They also requested each participating

3 Of the 7 accepting countries, all but Guatemala sent delegations to the Torquay
Conference.

4 The 23 original contracting parties; the 9 countries which acceded at Annecy;
and Indonesia, which became an independent contracting party on February 24, 1950
(see ch. 3).

5 Several countries that were not contracting parties or acceding countries sent
observers to the Torquay Conference.

6 Burma and Liberia sent representatives to the Fifth Session of the Contracting
Parties and observers to the Tariff Negotiations Meeting,

7 Syria has announced its withdrawal from the General Agreement, effective
August 6, 1951.

8 China’s withdrawal was effective May 5, 1950; Lebanon’s withdrawal was effec-
tive February 25, 1951.
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country to submit to each other participating country with which it wished
to negotiate, by January 15, 1950, a preliminary list of the products on
which it intended to request tariff concessions at Torquay, and, not later
than June 15, 1950, a final list of the tariff and other concessions it intended
to request from that country. Because the United States Government is
required by law to give public notice of all tariff items that are to be the
subject of negotiation, and to hold public hearings thereon, the United States
treated the preliminary lists received from other countries as definitive.
After study of these preliminary and final lists, each participating country
was expected to be ready, at the beginning of the Torquay Conference, to
announce the concessions it was prepared to offer to each country from which
it had received a request for concessions.

Preparations by the United States

The United States carried out its preparations for participating in the
tariff negotiations at Torquay under the procedures specified in the Trade
Agreements Act, as amended by the extension act of 1949, and in Executive
Order 10082.

In accordance with these procedures,® and at the request of the Trade
Agreements Committee, the Tariff Commission in 1949 and 1950 prepared
statistical analyses of United States imports from each country that had
expressed a desire to negotiate with the United States. The Commission
also provided, for the use of the trade agreements organization and other
interested parties, copies of its Summaries of Tariff Information (on dutiable
and free-list commodities), all of which had been revised during the period
1947-50. As required by Executive Order 10082, the Commission also
provided the trade agreements organization with confidential digests of
information on all commodities that the United States had listed for possible
concessions at Torquay. These digests included analyses of data relating
to the production, trade, and consumption of each of the articles, to the
probable effects of granting a concession thereon, and to the competitive
factors involved.

At the same time that the Tariff Commission prepared this material on
imports, the Department of Commerce prepared for the trade agreements
organization statistical analyses of the United States export trade with each
of the countries with which the United States expected to negotiate at
Torquay. As required by Executive Order 10082, that Department also
prepared confidential digests of information for all commodities on which
the United States intended to seek concessions from other countries at

9 For a detailed description of the procedures the Interdepartmental Committee on
Trade Agreements and the trade agreements country committees follow in negotiating
trade agreements, see Operation of the Trade Agreements Program (first report), pt. 2,
pp. 31-35.
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Torquay. These digests included an analysis of the data relating to the
foreign production, trade, and consumption of each of the articles, and to
the probable effects on the domestic economy of obtaining a concession thereon.

On the basis of the information provided by the various agencies of the
Government and the country committees, and other information at its dis-
posal, the Trade Agreements Committee on April 11, 1950, issued its public
notice of intention to enter into negotiations with 17 foreign countries. In
a supplementary announcement, on May 15, 1950, it gave public notice of
intention to negotiate with 6 additional countries. On August 17, 1950, in
a second supplementary announcement, the Trade Agreements Committee
gave public notice of its intention to enter into negotiations with Cuba.
Each announcement included a list of the import commodities which were
to be considered for possible concessions.

Of the seven countries that had expressed a desire to accede to the Gen-
eral Agreement at Torquay, the United States announced that it would
consider the negotiation of tariff concessions with six: Austria, the Federal
Republic of Germany, Guatemala, Korea, Peru, and Turkey. The United
States also announced that it would consider negotiating new or additional
tariff concessions with Australia, Belgium, Brazil, Canada, Cuba, Denmark,
the Dominican Republic, France, India, Indonesia, Italy, Luxembourg, the
Netherlands, New Zealand, Norway, Sweden, the Union of South Africa,
and the United Kingdom.

At the same time that the foregoing announcements were made, the
Committee for Reciprocity Information (CRI) issued notices of three public
hearings to be held by that Committee beginning May 24, June 19, and
September 25, 1950.1° The CRI hearings relate not only to possible tariff
concessions to be granted by the United States, but also to concessions that
may be sought by the United States from foreign countries, as well as to more
general matters relating to the negotiations. Under the provisions of the
Trade Agreements Extension Act of 1949 (unlike those of the extension
act of 1948) the President was not required to submit to the Tariff Com-
mission the lists of commodities to be considered for possible concessions by
the United States, and the Tariff Commission was not required to find
“peril points” on the commodities listed for negotiation.

The lists of United States import commodities to be considered for possible
concessions at Torquay, as announced by the Trade Agreements Committee
on April 14, May 17, and August 17, 1950, comprised items included in
about 480 paragraphs and subparagraphs of the Tariff Act of 1930, and
embraced approximately 2,800 statistical classifications. About 440 of the
paragraphs and subparagraphs applied to dutiable articles, and the rest, to

10 The three sets of public hearings were held, respectively, from May 24 to June 9,
inclusive ; from June 19 to June 20, inclusive; and from September 25 to September 28,
inclusive.
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articles on the free list. Inasmuch as the United States had granted con-
cessions on most of these commodities in earlier agreements, it was to con-
sider them for possible further concessions. Other commodities were to be
considered for the first time.

After the hearings before the Committee for Reciprocity Information,
each of the several country subcommittees of the Interdepartmental Com-
mittee on T'rade Agreements began the work of analyzing the mass of infor-
mation supplied for each of the commodities tentatively listed for negotiation
by the various Government agencies and by private parties through the
Committee for Reciprocity Information. On the basis of this information,
each country committee then made recommendations to the Committee on
Trade Agreements as to the specific commodities on which it believed the
United States should grant and request concessions in the negotiations with
the particular foreign country, as well as the nature and extent of the con-
cessions it believed should be made to, or requested of, that country. On the
basis of the reports and recommendations received from the various country
committees, the Trade Agreements Committee determined whether balanced
agreements appeared possible, and, if so, transmitted to the President, through
the Secretary of State, a recommendation that formal negotiations be under-
taken. Accompanying each such recommendation were two tentative lists
of items: (1) Concessions which the United States might appropriately ask
of the foreign country concerned, and (2) concessions which the United
States might appropriately grant to the specified country. After the proposals
of the Committee on Trade Agreements had been approved by the Secretary
of State and the President, the formal negotiations with the specified coun-
tries were held at Torquay.!

CHARACTER OF THE TORQUAY
TARIFF NEGOTIATIONS

Like the Annecy Conference in 1949, the Torquay Conference consisted
of two separate but interrelated meetings. These were the Fifth Session of
the Contracting Parties to the General Agreement on Tariffs and Trade,
which began on November 2 and ended on December 16, 195012 and the
third set of tariff negotiations regarding the General Agreement on Tariffs
and T'rade, which began on September 28, 1950, and ended on April 21, 1951.

11 For a more detailed discussion of the procedures employed by the trade agree-
ments organization, see Operation of the Trade Agreements Program (first report),
pt. 2, ch. 5.

12 The proceedings of the Fifth Session of the Contracting Parties are discussed
in ch. 3 of this report.
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Tariff Negotiations Meeting

Four types of tariff negotiations took place at the Torquay Conference:
(1) Negotiations leading to membership in the General Agreement by coun-
tries that had not become contracting parties at Geneva or Annecy; (2)
negotiations between contracting parties that had participated in the Geneva
or Annecy Conference but did not then conclude bilateral negotiations with
one another; (3) negotiations for new or additional tariff concessions be-
tween existing contracting parties; and (4) consultations and negotiations
between contracting parties for the purpose of making adjustments, under the
provisions of article XXVIII of the General Agreement, in tariff concessions
negotiated at Geneva or Annecy.’® The rates of duty in effect in the various
participating countries on November 15, 1949, were generally used as the
basis on which concessions were made at Torquay.

As at the 1949 Annecy Conference, the participating countries established
a Tariff Negotiations Working Party at the beginning of the Torquay Con-
ference. This working party coordinated the tariff negotiations and made
policy recommendations on such matters connected with the conduct and
conclusion of the negotiations as required joint action by the Contracting
Parties and the acceding countries.

At Torquay, the tariff negotiations followed the general pattern established
at Geneva in 1947 and at Annecy in 1949. Initially they were conducted on
a bilateral basis, product by product, between negotiating teams representing
pairs of countries. As each pair of countries was ready to begin negotiations,
each of the countries gave to the other a list of the concessions it was prepared
to offer. After these “offer lists’” had been exchanged and studied by the
respective negotiating teams, negotiations between the pair of countries began.

When the offer lists were exchanged by the various pairs of negotiating
teams, copies were also sent to the delegations of all other participating coun-
tries. Through this technique of multilateral tariff bargaining, a country—
in determining the concessions it is finally prepared to make—can take into
account those benefits it may expect to obtain from all other negotiating
countries as a group, since all contracting parties obtain the benefit of any
concessions granted by a particular country to any one or more of the other
members. In making up its offer lists, each participating country generally

13 Par. 1 of art. XXVIII originally provided that “On and after January 1, 1951,
any contracting party may, by negotiation and agreement with any other contracting
party with which such treatment was initially negotiated, and subject to consultation
with such other contracting parties as the Contracting Parties determine to have a
substantial interest in such treatment, modify, or cease to apply, the treatment which it
has agreed to accord under Article II to any product described in the appropriate
Schedule annexed to this Agreement.” At the Fifth Session the Contracting Parties
amended art. XXVIII by changing the date specified from January 1, 1951, to Janu-
ary 1, 1954, For a further discussion of this and other provisions of art. XXVIII,
see the section of this chapter on negotiations under art. XXVIII,



JULY 1950—JUNE 1951 55

initiates negotiations with the country that is its principal supplier of the
given product, or seems likely to become the principal supplier.

As at Geneva and at Annecy, the negotiations at Torquay were conducted
on a selective product-by-product basis. The negotiators on each team thus
had an opportunity to consider the needs of individual countries and indus-
tries. In the process of negotiation, the pairs of negotiating teams either agreed
upon schedules of reciprocal concessions, or concluded that no basis for
agreement existed, in which circumstance the negotiations were terminated.
In all cases, the actions of the negotiating teams were subject to the approval
of designated authorities on the delegations which they represented.!*

In making tariff commitments at Torquay, countries agreed to reduce an
import duty or to bind it against increase at the existing levels, or they agreed
not to raise a duty above a specified higher level. In the final stage of the
Torquay Conference the concessions agreed to in the various bilateral nego-
tiations were consolidated into separate schedules of concessions for each
participating country. Copies of these consolidated schedules were then sent
to the delegations of all participating countries, so that they might assess
the over-all results of the negotiations, and, where they considered it nec-
essary, negotiate to remove inequities that might have arisen in the course
of the various bilateral negotiations. All schedules of tariff concessions in
the final Torquay agreement therefore had the assent of all the contracting
parties. Because the General Agreement negotiations are multilateral, each
of the contracting parties obtains in its own right the concessions in all the
country schedules.

Negotiations Under Article XXVIII

An important phase of the Torquay Conference was the series of consul-
tations and negotiations by a number of countries about certain concessions
that had been granted at Geneva in 1947 and Annecy in 1949. The success-
ful outcome of these negotiations made it possible for certain countries to
sign the Torquay Protocol and the Declaration on the continued application
of schedules.

Article XXVIII of the General Agreement provided that contracting
parties might modify their schedules after January 1, 1951, without joint
action by the Contracting Parties. Commencing with that date, any con-
tracting party was permitted to withdraw or modify a concession it had
originally granted. The contracting party desiring to do so, however, was
first required to negotiate with the contracting party with which the con-
cession was originally negotiated. It was also required to consult with other
contracting parties having a substantial interest in the concession. In such

14 For the United States, the officially designated authority was the Trade Agree-
ments Committee, the decisions of which were subject to the approval of the President
of the United States.
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negotiations, provision might be made for compensatory adjustments with
respect to other products.

The Torquay Protocol made one amendment in article XXVIII; it
changed the date after which adjustments may be made from January 1,
1951, to January 1, 1954. Thus the Geneva and Annecy concessions (with
the modifications agreed to in the article XXVIII negotiations described in
this section) are bound for another 3-year period.

Another provision of article XXVIII stipulates that if agreement cannot
be reached, the concession in question may nevertheless be withdrawn or
modified. However, the country to which the concession was originally
granted and the other contracting parties having a substantial interest in
it may thereupon themselves withdraw concessions substantially equivalent to
those withdrawn from them.

Before the Torquay Conference, under the provisions of article XXVIII
and the procedure established by the Contracting Parties at their Fourth
Session, 16 countries announced their intention to withdraw or modify
certain concessions they had granted at Geneva or at Annecy. All but two
of the notifications related, at least in part, to concessions initially negotiated
with the United States. The 16 countries which took action at Torquay
under article XXVIII were the Benelux Customs Union (Belgium, the
Netherlands, and Luxembourg), Brazil, Chile, Cuba, Denmark, Finland,
France, Haiti, Italy, New Zealand, Sweden, the Union of South Africa, the
United Kingdom, and Uruguay. The notifications by the United Kingdom
and Haiti did not affect any concessions granted initially to the United
States, but the Haitian action did apply to commodities of substantial interest
to the United States.

The modifications and withdrawals by Cuba, France, and the Union of
South Africa under the provisions of article XXVIII were quite extensive,
but those by the other countries listed above were moderate or small. The
United States did not modify or withdraw any concessions under article
XXVIIIL In all, the 16 countries which took action under the provisions of
article XX VIII withdrew or modified concessions on 295 items. Many modi-
fications were deliberate protective measures undertaken to stimulate domestic
agriculture or industry at the expense of imports. Many others represented
attempts to adjust specific duties or to establish alternative ad valorem
ceilings, in an effort to compensate for price increases. Some modifications
substituted ad valorem rates for specific duties. Others merely reclassified
certain items in the country’s schedule of tariff concessions. In return for
the right to modify or withdraw concessions, the notifying countries granted
compensatory concessions on other articles, as envisaged in article XXVIII,
to offset the loss of benefits, both by the country to which a concession was
originally granted and by third countries having a substantial interest in
the concession.
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Several of the countries that took action under article XXVIII reduced
their initial notification lists considerably after they consulted with the coun-
tries having a substantial interest in some items. No country that negotiated
under article XXVIII has resorted to retaliatory withdrawals, which are
permitted when any participating country is dissatisfied with the compensation
offered.

It was not possible, during the course of the Conference, to complete
all the negotiations initiated under article XXVIII at Torquay. Under the
provisions of paragraph 5(a) of article XXV, the Contracting Parties
permitted certain negotiations to be continued afterward, so that delay in
their completion would not prevent any country taking action under article
XXVIII from signing the Torquay Protocol and Declaration.

Participation by the United States

The United States Delegation to the third set of tariff negotiations regard-
ing the General Agreement on Tariffs and Trade consisted of the chairman,
alternate chairman, and vice chairman; members and alternates of the
Trade Agreements Committee; advisers; members and alternate members
of the negotiating teams; and the secretariat. Altogether it comprised approxi-
mately 100 persons from nine United States Government agencies.’> About
75 of these persons were officials, and the rest, members of the secretariat.
About two-thirds of the officials were members of the various United States
negotiating teams.

The Trade Agreements Committee held regular meetings at Torquay
from December 1950 to April 1951. The Committee, presided over by a
representative of the Department of State, consisted of members or alternates
from the Departments of State, Agriculture, Commerce, Defense, Interior,
Labor, and Treasury ; the Tariff Commission ; and the Economic Cooperation
Administration.

For the Torquay Conference, the Trade Agreements Committee designated
10 United States negotiating teams, all headed by representatives of the
Department of State, to negotiate with representatives of the following
countries or groups of countries:

I. United Kingdom
II. Canada
III. Australia, New Zealand, and South Africa
IV. Belgium, Indonesia, Luxembourg, and the Netherlands
V. France
VI. Federal Republic of Germany
VII. Austria, Denmark, Italy, Norway, and Sweden
VIII. India, Korea, and Turkey

IX. Cuba and the Dominican Republic
X. Brazil and Peru

15 Not all the members of the delegation served at Torquay for the entire period
of the Conference.
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Each United States negotiating team consisted of members from the
Department of State, the Department of Commerce, the Tariff Commission,
and the Department of Agriculture. The negotiating teams not only had
the services of the technical experts who were members of the teams, but
also acted under the direction of the Trade Agreements Committee, and had
the technical assistance of experts and advisers detailed to Torquay by
various agencies of the Government. All the actions of the several United
States negotiating teams were subject to approval by the Trade Agreements
Committee.'® As each negotiating team reached a stage in its negotiations
when it considered either that a satisfactory agreement could be concluded
or that no agreement was possible, it appeared before the Committee with
its report and recommendations. The Trade Agreements Committee either
approved the recommendations of the teams, or instructed the teams to
proceed with further negotiations as indicated by the Committee, or instructed
the teams to terminate the negotiations.

In accordance with the provisions of Executive Order 10082, a member
of the Tariff Commission served on the Trade Agreements Committee at
the Torquay Conference. Sixteen members of the Commission’s staff attended
the Conference as members of the United States Delegation: 11 as members
or alternate members of the various negotiating teams, 1 as legal adviser,
3 as technical assistants to the negotiating teams or the secretariat, and 1
as a member of the secretariat,

At the Annecy Conference in 1949 the United States Delegation served
for both the Third Session of the Contracting Parties and the Tariff Nego-
tiations Meeting. For the Torquay Conference, however, the President
designated a separate United States Delegation for the session of the Con-
tracting Parties. The United States Delegation to the Fifth Session, which
met from November 2 to December 16, 1950, consisted of 11 persons: the
chairman and vice chairman; 6 advisers, representing the Departments of
Agriculture, Commerce, State, and Treasury, and the Economic Cooperation
Administration; and 3 members of the secretariat. Of these 11 members,
5 also served as members of the United States Delegation to the Tariff
Negotiations Meeting.

SCOPE OF THE TORQUAY TARIFF NEGOTIATIONS

Thirty-four countries participated in the Tariff Negotiations Meeting at
Torquay, which was in session from September 28, 1950, to April 21, 1951.17

16 Actions of the Trade Agreements Committee, in turn, were subject to approval
by the President.

17 Seven countries accepted invitations to attend the Torquay Conference, with a
view to acceding to the General Agreement, but one of these (Guatemala) did not
send a delegation.
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The Contracting Parties made special arrangements to permit Uruguay,
which took part in the Annecy Conference but did not subsequently become
a contracting party, to negotiate at Torquay.'®

The 27 countries—already members of the General Agreement—that
participated in the Torquay Conference were as follows:!?

Australia Czechoslovakia Italy

Benelux Customs Denmark New Zealand
Union (Belgium, the Dominican Norway
Netherlands, and Republic Pakistan
Luxembourg) Finland South Africa

Brazil France Southern Rhodesia

Canada Greece Sweden

Ceylon Haiti United Kingdom

Chile India United States

Cuba Indonesia

The 6 countries (other than Uruguay) that negotiated at Torquay with
a view to accession to the General Agreement were as follows:

Austria Peru
Federal Republic of Germany Republic of the Philippines
Korea Turkey

Not every country that participated in the Torquay Conference negotiated
with all the other participating countries. Many countries had too little trade
with one another to warrant the exchange of concessions. Other countries,
because of the extensive negotiations they had concluded at Geneva or
Annecy, had little in the way of possible further concessions to offer. In all,
the 34 participating countries completed 147 pairs of negotiations. Of this
total, 58 were between parties that were members of the General Agreement
before the Torquay Conference took place;*® 86 were between this group
on the one hand, and the 6 newly acceding countries on the other; and 3
were between acceding countries themselves. The negotiating countries all
together granted about 8,800 individual concessions, compared with approxi-
mately 5,000 concessions granted at the Annecy Conference in 1949, and
some 45,000 granted at Geneva in 1947.

The Torquay negotiations further increased the share of world trade
carried on under the General Agreement on Tariffs and Trade. With the
addition of 6 new countries, membership in the General Agreement will
consist of 36 countries 2! which together account for more than 80 percent

18 Special provisions in the Torquay instruments permit Uruguay to sign the Torquay
Protocol if it completes its own accession to the General Agreement.

19 Four contracting parties—Burma, Liberia, Nicaragua, and Syria—did not under-
take tariff negotiations at Torquay.

20 For the purpose of this calculation, Uruguay is included in the group.

21 Not including Uruguay, which has not yet acceded to the General Agreement.
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of total world imports and exports. The consolidated schedules resulting
from the three sets of tariff negotiations—at Geneva, Annecy, and Torquay—
cover approximately 58,800 classifications of items.

Enlargement of the General Agreement

The results of the Torquay negotiations are embodied in a series of instru-
ments. The Final Act, signed at Torquay on April 21, 1951, by the par-
ticipating contracting parties and by the acceding governments, authenticates
the texts of the annexed instruments. The annexed instruments are (1) the
Decisions agreeing to the accession of the acceding governments (annex I);
(2) the Torquay Protocol to the General Agreement on Tariffs and T'rade
(annex II); and (3) the Declaration on the continued application of the
schedules to the General Agreement on Tariffs and Trade (annex III).

Decisions agreeing to accession

Article XXXIII of the General Agreement provides that new countries
may become contracting parties on terms to be agreed upon by the Con-
tracting Parties. Accession to membership requires approval by a two-thirds
majority of the countries that are already members. A separate decision was
made for each country which negotiated at Torquay for accession. If the
necessary two-thirds vote in favor of accession of a particular country was
cast by June 20, 1951, and if that government signed the Torquay Protocol
by June 20, it would become a contracting party on July 20, 1951. If a
country received the necessary two-thirds vote by June 20, 1951, and signed
the protocol later, it would become a contracting party on the thirtieth day
after the day it signed, which it could do at any time up to October 21, 1951.

Like all other contracting parties, the governments that accede to the
General Agreement as a result of the Torquay negotiations are to apply the
general provisions of the agreement under the Protocol of Provisional
Application.?? They must give full effect to part I (including the schedules
of tariff concessions) and part ITI, but must apply part II only to the fullest
extent not inconsistent with their legislation existing on April 21, 1951, the
date of the Torquay Protocol. As long as they apply the agreement pro-
visionally, the acceding countries may withdraw from it by giving 60 days’
notice to the Secretary-General of the United Nations.

Accession of the Federal Republic of Germany to the General Agreement
presented special problems: (1) Recognition of the special status of the
trade among the different parts of Germany; and (2) provision for most-
favored-nation treatment for commodities originating in the three western
sectors of Berlin. The Decision agreeing to the accession of Germany there-

22 For a discussion of the difference between provisional and definitive application
of the General Agreement, see Qperation of the Trade Agreements Program (second
report), p. 20, footnote 4.
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fore provides that the Federal Republic may continue its existing customs
treatment of goods of German origin without being required to extend the
same treatment to foreign goods, and that the contracting parties will extend
to West Berlin commodities that may be exported from the Federal Republic
the same treatment they extend to goods exported from the Federal Republic.

Declaration on continued application of schedules

At the Torquay Conference the Contracting Parties arranged to extend
(after some adjustments under the provisions of art. XXVIII which have
already been mentioned) the period during which contracting parties would
not modify or withdraw concessions granted at Geneva and Annecy.?* The
Declaration on continued application of the schedules to the General Agree-
ment on Tariffs and Trade provides that, except in special circumstances,
signatories shall maintain until January 1, 1954, all the concessions granted
at Geneva, Annecy, and Torquay. This extension of the period of the
Geneva and Annecy concessions was effected by amending article XXVIII
to change from January 1, 1951, to January 1, 1954, the date after which
tariff concessions could be modified or withdrawn without joint action by
the Contracting Parties. In order to make this amendment possible, various
countries negotiated at Torquay to modify certain concessions in their Geneva
or Annecy schedules. In accordance with article XXX of the General
Agreement, the amendment became effective when two-thirds of the con-
tracting parties had signed the Torquay Protocol.

Both the formal amendment of article XXVIII, as contained in paragraph
6 of the protocol, and the Declaration on continued application of schedules
specify that the obligation not to initiate action under article XXVIIT applies
only to concessions originally negotiated with countries that have assumed
the same obligation. Moreover, the amendment and the Declaration in no
way limit a country’s right to resort to retaliatory withdrawals or modifica-
tions under article XXVIII, if a contracting party retaining the right to
take action thereunder should do so. Any country which requires legislative
action before signing the Declaration is permitted to give an undertaking
that its executive will not initiate action under article XXVIII until its
legislature has had an opportunity to consider the matter.

The Torquay Protocol permits any country that negotiated under article
XXVIII for the modification or withdrawal of Geneva or Annecy tariff
concessions, to place in effect the part of its schedule containing such modi-
fications or withdrawals before it places its entire Torquay schedule in effect,
provided it simultaneously places in effect the compensation agreed on. Under
paragraph 3 (b) of the protocol, the Secretary-General of the United Nations
must be given 30 days’ notice of any such early application of a portion of
a schedule. Paragraph 3(c) of the protocol provides that portions of a

23 See the section of this chapter on negotiations under art. XXVIII.
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country’s Torquay schedule containing the results of other renegotiations
(such as those between the United States and Cuba on certain parts of the
Cuban schedule) may be placed in effect before the schedule as a whole
goes into effect.

The Torquay Protocol and annexed schedules

The Torquay Protocol contains the terms of accession for the newly
acceding countries, the terms on which the annexed schedules of tariff con-
cessions will be made effective, and certain amendments of the general pro-
visions of the General Agreement. The provisions of the General Agreement
to be applied by each acceding country are those of the original agreement,
as rectified, amended, supplemented, or otherwise modified by protocols or
other actions in force on the day the acceding country becomes a contracting
party. In acceding, a country also agrees to be governed by all instruments
relating to the General Agreement that are open for acceptance when and
if they shall go into effect.

Under the terms of the Torquay Protocol, new contracting parties are
entitled in their own right to all concessions contained in the schedules of
the General Agreement, including those granted at Torquay. In turn, they
must apply the agreement and place in effect their respective schedules of
concessions. The rights and obligations of newly acceding countries under
the general provisions of the agreement become applicable to these countries
in the same way they did to the countries that acceded at Geneva and Annecy.
The general provisions include reciprocal obligations to accord most-favored-
nation treatment in the application of import and export duties, rules for
according national treatment in the application of internal taxes, and limita-
tions on the use of quotas.

In general, each contracting party is obliged to place in effect all the con-
cessions it granted at Torquay by the thirtieth day after the day it signs the
Torquay Protocol. Paragraph 4 of the Torquay Protocol provides, however,
that any signatory government shall be free at any time to withhold any
concession in its schedule, or to withdraw it in whole or in part, if that
government finds that the concession was initially negotiated with a country
that has not signed the protocol. All contracting parties must be notified of
such withholding or withdrawal within 30 days after the date of such action.
The withholding or withdrawal must cease, at the latest, on the thirtieth
day after the day the protocol is signed by the country with which the con-
cession was initially negotiated.

At Torquay, the Contracting Parties took steps to clarify the situation
resulting from the three sets of tariff negotiations at Geneva, Annecy, and
Torquay, and from the existence of some 15 protocols and other instruments
(some of which are not yet in force for all contracting parties) which
affect application of the general provisions and the schedules of tariff con-
cessions. The Torquay Protocol provides that acceding countries shall accede
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to the General Agreement with all modifications then in effect, and that
signature by acceding governments shall be construed as acceptance of modi-
fications in the general provisions and schedules contained in all instruments
open for signature or other action but not yet in force. The protocol also
provides that signature thereof by a contracting party shall be construed as
acceptance of all pending modifications when and if they become effective.
When it signs, however, a contracting party may qualify its acceptance of
this provision.

Because the Torquay schedules contain the results of the article XXVIII
negotiations and certain other renegotiations, the Contracting Parties adopted
a special rule to determine which schedule (Geneva, Annecy, or Torquay)
would prevail in the event of conflict. Paragraph 3(d) of the Torquay
Protocol provides that if a product appears in a country’s Torquay schedule
and also in an earlier schedule of that country, the treatment specified in
the Torquay schedule shall prevail.

The schedules of tariff concessions annexed to the Torquay Protocol are
divided into annex A, which supplements the schedules of the previous con-
tracting parties and Uruguay, and annex B, which contains the schedules of
the newly acceding governments. As in the Geneva and Annecy Protocols,
the schedules of concessions annexed to the Torquay Protocol include com-
mitments to reduce or eliminate import duties on specified articles, to bind
existing customs treatment (including duty-free status) of specified articles,
and to reduce or eliminate tariff preferences on specified articles.

As a result of the tariff negotiations at Torquay, the coverage of the
General Agreement has been enlarged: the number of individual schedules
is greater, and more commodities are covered in the schedules of most of the
contracting parties which had already acceded at Geneva and Annecy. The
Geneva negotiations in 1947 resulted in 20 separate country schedules
(numbered I through XX).?* The Annecy negotiations in 1949 added 10
new country schedules (numbered XXII through XXXI). Accession of
Indonesia as an independent contracting party on February 24, 1950, added
schedule XXI.%°

The new schedules incorporated in the General Agreement as a result of
the Torquay negotiations are as follows:

Schedule Country Schedule Country

i, %4 1 [ Austria. 56, 0, & A S . |

DONCXETT o065 ¢ S e Federal Republic of | XXXVI................. Republic of the
Germany. Philippines.

XXXV <5 wmend gman KOTER, XXXVIL. ..o ovosmmuseine LUTKeY:,
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