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Foreword 
This is the sixth 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. 

The Commission's first report on the operation of the trade agreements 
program covered the period from the inception of the program in June 
1934 to April 1948. The second report covered the period from April 
1948 through March 1949; the third, that from April 1949 through June 
1950; the fourth, that from July ' 1950 through June 1951; and the fifth, 
that from July 1951 through June 1952. The present report covers the 
period from July 1952 through June 1953. Copie~ of the Commission's 
reports on the operation of the trade agreements program may be pur
chased from the Superintendent of Documents, United States Govern
ment Printing Office, Washington 25, D. C.1 

1 The prices of these reports are as follows: 
Operation of the Trade Agreement.r Program, June 1934 to April 1948, Rept. No. 160, 

2d ser., 1949: · 
Part I. Summary____________ ________________________ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 20¢ 
Part II. History of the Trade Agreements Program________________________ 25¢ 
Part III. Trade-Agreement Concessions Granted by the United States________ 35¢ 
Part IV. Trade-Agreement Concessions Obtained by the United States_______ 25¢ 
Part V. Effects of the Trade Agreements Program on United States Trade___ 15¢ 

Operation of the Trade Agreement.r Program: Second Report, April 1948-March 1949, 
Rept. No. 163, 2d ser., 1950--- ------- -- ----------------------------------- 25¢ 

Operation of the Trade Agreement.r Program: Third Report, April 1949-June 1950, 
Rept. No. 172, 2d ser:, 195L----------------- ------ ----------------------- 45¢ 

Operation of the Trade Agreement.r Program: Fourth Report, July 1950-June 1951, 
Rept. No. 174, 2d ser., 1952--- -------------------------------------------- 40¢ 

Operation of the Trade Agreement.r Program: Fifth Report, July 1951-June 1952, 
Rept. No. 191, 2d ser., 1954---- --- --------------- -------- ----------------- 55¢ 
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Chapter 1 

Introduction and Summary 
INTRODUCTION 

This, the sixth report of the Tariff Commission on the operation of the 
trade agreements program, covers the period from July 1, 1952, through 
Jiine 30, 1953.1 During this period the United States concluded only one 
trade agreement-the supplementary bilateral agreement with Venezuela.' 
The report discusses the concessions that the United States granted and 
obtained in the Venezuelan agreement. 

The report also covers other important developments respecting the 
trade agreements program during 1952-53. These include the passage 
of the Trade Agreements Extension Act of 1953; certain developments 
respecting the General Agreement on Tariffs and Trade; actions of the 
United States relating to its trade agreements program; and changes in 
tariffs, exchange controls, and quantitative import restrictions by coun-· 
tries with which the United States has trade agreements. 

UNITED STATES TRADE AGREEMENTS LEGISLATION 

During the period covered by this report, the United States conducted' 
its trade agreements program under the Trade Agreements Act of 1934, 
as amended, and the Trade Agreements Extension Act of 1951. Under 
the extension act of 1951, the President's authority to enter into trade 
agreements with foreign countries was extended for a period of 2 years 
from June 12, 1951. This authority was further extended for a period 
of 1 year from June 12, 1953, by the Trade Agreements Extension Act of 
1953, which was approved August 7, 1953. 

Trade Agreements Extension Act of 1951 

The Trade Agreements Extension Act of 1951 (secs. 3 and 4) incorpO:.' 
rates the "peril point" provision substantially in the form in which it 

1 The first report was U. S. Tariff Commission, Operation of the Trade Agreements Program, 
June 1934 to April 1948, Rept. No. 160, 2d ser., 1949. It consisted of five volumes, as fol
lows: Part I, Summary; Part II, History of the Trade Agreements Program; Part III, Trade;
Agreement Concessions Granted by the United States; Part IV, Trade-Agreement Conces
sions 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, third, and succeeding reports of the Tariff Commission 
on the operation of the trade agreements program will hereafter be cited in a similar short 
form. 
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appeared in the extension act of 1948. Under the provision in the exten
sion act of 1951 the President is required to submit to the Tariff Commis
sion a list of products that may be considered for possible concessions in 
trade-agreement negotiations. For each of these products the Tariff 
Commission is required to determine the maximum decrease, if any, that 
can be made in the duty without causing or threatening serious injury to 
the domestic industry producing like or directly competitive products, or 
the minimum increase in the duty or additional import restrictions that 
may be necessary to prevent such injury. 
· The escape-clause provision of the act of 1951 (sec. 6) provides that no 

future trade-agreement concession shall be permitted to continue in 
effect if the product on which the concession has been granted is, as a 
result, in whole or in part, of the customs treatment reflecting the con
~ession, being imported in suchincreasedquantities astocauseorthreaten 
serious injury to the domestic industry producing like or directly com
petitive products. Section 6 of the act also requires the President to 
bring existing trade agreements into conformity with this policy as soon 
as practicable. 

Section 7 of the extension act of 1951 sets forth the procedures for ad
ministering the escape clause. Under this provision, the Tariff Commis
sion, upon the direction of the President or the Congress, upon application 
by any interested party, or upon its own motion, is required to make an 
escape-clause investigation. If the Commission finds that serious injury 
or threat thereof exists, it is required to recommend to the President that 
the concession be modified or withdrawn, that it be suspended in whole or 
in part, or that import quotas be established, for the time necessary to 
prevent or remedy such injury. 

Section 8 of the extension ac1of1951 establishes procedures to accelerate 
investigations and action under the escape-clause provision of that act or 
under section 22 of the Agricultural Adjustment Act, as amended. The 
Agricultural Adjustment Act provides authority for tariff adjustment 
whenever agricultural products are being imported, or are practically 
certain to be imported, in such quantities as to materially interfere with 
or tend to render ineffective domestic programs of the United States De
partment of Agriculture. Under section 8 of the act of 1951, the President 
is authorized to take immediate action in cases in which, because of the 
perishability of the agricultural commodity concerned, a condition exists 
requiring emergency treatment; in any event, the Commission must com
plete its investigation and report to the President (under the escape clause 
or sec. 22) and the President must make his decision not more than 25 
calendar days after the submission of the case to the Commission. 

Other sections of the extension act of 1951 direct the President to 
suspend the application of trade-agreement concessions to imports from 
the Soviet Union or Communist-dominated or Communist-controlled 
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areas; direct the President to prohibit imports of certain furs and skins 
from the Soviet Union or Communist China; and restore the right of 
produ·cers, under the Tariff Act of 1930, to appeal to the United States 
Customs Court if they believe that they are being injured by the incorrect 
classification of any imported article. Under the Trade Agreements Act 
of 1934, this right had been eliminated with respect to trade-agreement 
items. 

Trade Agreements Extension Act of 1953 

Shortly after the convening of the 1st session of the 83d Congress, the 
President requested that the existing trade agreements legislation be 
extended for a period of 1 year as an interim measure to allow for the 
"temporary continuation of our present trade program" pending a 
thorough reexamination of the economic foreign policy of the United 
States. Pursuant to this request several bills relating to the trade 
agreements program were introduced in the Congress. Some of these 
bills contained provisions that differed substantially from the existing 
legislation. Others provided for the extension of the President's author
ity to negotiate trade agreements, without significant changes in other 
provisions of the previous trade agreements legislation. 

The bill finally approved by the Congress was House bill 5495. A 
conference report on this bill, embodying the major changes that had 
beeri recommended by the Senate, was adopted by the House of Repre
sentatives on August 1, 1953, and by the Senate on August 3, 1953. The 
President signed the bill on August 7, 1953. 

The Trade Agreements Extension Act of 1953 extends, for a period of 
1 year from June 12, 1953, the authority of the President to negotiate 
trade agreements with foreign countries. The statutory provisions of 
the 1951 act, as amended by the act of 1953, remain in effect. 

The new act makes no change in the "peril point" procedures that were 
established by the extension act of 1951. With respect to trade-agree
ment escape-clause procedures, the act of 1953 reduces from 1 year to 
9 months the period within which the Tariff Commission must make its 
investigation and report on escape-clause applications. The extension 
act of 1953 also amends section 22 of the Agricultural Adjustment Act 
to permit the President to take immediate action, without waiting for 
a report from the Tariff Commission, whenever the Secretary of Agricul
ture determines that a condition requiring emergency action exists with 
respect to any agricultural product. Under the extension act of 1951, 
the President's authority to take such emergency action was limited to 
perishable agricultural products. 

As a result of amendment of section 330 of the Tariff Act of 1930, the 
extension act of 1953 changes the effect of certain less-than-majority 
decisions of the Tariff Commission. The new law authorizes the President, 
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in exercising the authority conferred upon him to make changes in import 
restrictions, to regard the unanimous findings and recommendations of 
one-half of the number of Commissioners voting as the findings and 
recommendations of the Commission. If the Commissioners voting are 
divided into two equal groups, each of which is unanimous in its findings 
and recommendations, the findings and recommendations of either group 
may be regarded by the President as the findings arrd recommendations 
of the Commission. The act further specifies that if, in any case in 
which the Tariff Commission is authorized to make an investigation or 
hold hearings, one-half of the number of Commissioners voting agree 
that the. investigation or hearing should be undertaken, such investiga
tion or hearing shall be carried out in accordance with the statutory 
authority covering the matter in question. 

The extension act of 1953 also provides for the appointment of a special 
bipartisan Commission on Foreign Economic Policy for the purpose of 
conducting a broad study "on the subjects of international trade and its 
enlargement consistent with a sound domestic economy, our foreign 
ec~nomic policy, and the trade aspects of our national security and total 
foreign policy." The Commission on Foreign Economic Policy · is 
specifically directed to recommend appropriate policies, measures, and 
practices relating to the subject matter of its study. It is directed to 
report its findings to the President and to the Congress within 60 days 
after the 2d regular session of the 83d Congress is convened. 

The Commission on Foreign Economic Policy, which shall be dissolved 
90 days after its report is submitted, is to consist of 17 members, appointed 
as follows: 7, by the President; 5 from the United States Senate, by the 
Vice President; and 5 from the House of Representatives, by the Speaker 
of the House. The law provides that no more than 4 of the 7 members 
appointed by the President and no more than 3 members of each of the 
groups of 5 members appointed from the Senate and the House of Repre
sentatives shall be of the same political party. The act authorizes the 
President to designate the chairman and vice chairman of the Commission. 

DEVELOPMENTS RESPECTING THE GENERAL 
AGREEMENT ON TARIFFS AN~TRADE 

On June 30, 1953, 33 countries were contracting parties to the multi
lateral agreement known as the General Agreement on Tariffs and Trade 
(GATT). The General Agreement now embraces the original agreement 
concluded by 23 countries at Geneva in 1947; the Annecy Protocol of 
1949, under which 9 additional countries acceded to the agreement; and 
the Torquay Protocol of 1951, under which 4 other countries have ac-
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ceded. All together., 37 countries have acceded to theGeneralAgreement, 
but 4 of these countries have since withdrawn.2 

The developments respecting the General Agreement during the period 
July 1, 1952, to June 30, 1953, relate principally to the Seventh Session 
of the Contracting Parties,3 which was held at Geneva from Ot'tober 2 to 
November 10, 1952, and to the meeting of the ad hoc Committee for 
Agenda and Intersessional Business, which was held at Geneva from 
February 2 to Februa-ry 13, 1953. Although the Seventh Session of the 
Contracting Parties was concerned largely with problems arising out of 
the general provisions of the General Agreement, it dealt also with 
tariffs and tariff negotiations, the administration of the agreement, and 
several miscellaneous matters. 

General Provisions 

At the Seventh Session of the Contracting Parties the major discussions 
and consultations relating to the general provisions of the General Agree
ment concerned the waiver for continued free entry of Libyan prod~cts 
into Italy (art. I); the increase in Greek tariff coefficients (art. II); the 
United Kingdom purchase-tax system, Brazilian internal taxes, and the 
Greek "contribution tax" on imports (all under art. III); quantitative 
restrictions for balance-of-payments reasons (arts. XII-XIV); special 
exchange agreements (art. XV); the United States subsidy on exports of 
sultanas (art. XVI); protective measures impqsed by Ceylon for economic 
development (art. XVIII); modification by the United States of its 
concession .oru dried ·figs (art. XIX); United States restrictions oh,: ihiports 
of dairy products, Belgian import restrictions on dollar goods, the Belgian 
family-allowance tax, discrimination against Norwegian sardines by the 
Federal Republic of Germany, and the Pakistan export fee on raw jute 
(all under art. XXIII); and the South Africa-Southern Rhodesia customs 
union and the Nicaragua-El Salvador free-trade area (bath und'er art. 
XXIV). These discussions and consultations are described in ·tli-e-:seetlion 
of chapter 3 on developments relating to the general provisions of the 
General Agreement. 

Tarifis and Tarifi Negotiations 

In the field of tariffs and tariff negotiations, the Contracting Parties 
at their Seventh Session extended the time limit for completion of tariff 

s The countries that have withdrawn from the General Agreement are the Republic of 
China, Lebanon, Liberia, and Syria. 

1 The term "contracting parties," when rendered with initial capitals (Contracting 
Parties), refers to the member countries acting as a group. When rendered without initial 
capitals (contracting parties), it refers to member countries acting individually. 
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negotiations by the United .States and Cuba under article xXVIII of the 
f General Agreement. Interconference tariff negotiations between Austria 

and the Federal Republic of Germany were conducted during the Seventh 
Session, and completed shortly after the session ended. The protocol 
drawn to incorporate the results of the negotiations .subsequently was 
opened for signature at the headquarters of the United Nations. Inter
conference tariff negotiations were also conducted between Belgium (on 
behalf of the Belgian Congo and Ruanda-Urundi) and the Federal 
.Republic of Germany, but these negotiations were not completed. 

Japan's application for accession to the General Agreement was also 
discusse.d by the Contracting Parties at the Seventh Session. The Inter
sessional Committee continued the discussions at its meeting in February 
1953, and a report was sent to the various contracting parties giving the 
results of the Committee's discussions. The Contracting Parties con
sidered the possibility of calling a special session later in the year to 
formulate .the conditions under which Japan might accede to the General 
Agreement and to consider the timing of the tariff negotiations. 

At the Sevep.th Session . the Cont,racting Parties also considered the 
report of the working party on the disparity in the levels of European 
t~fiffs, . as well as several new proposals submitted by France. They 
,instructed t he working party to conti.µue its study of European ta.riffs, 
taking int'o account the new French proposals. At the Seventh Sess.ion 
·a group of customs experts appointed by the Con tr.acting Parties com
pleted a study of the techni.cal aspects of a plan, submitted by the Council 
of Europe, for the lowering of tariff harriers in Europe. 

Administration of the Agreement 

At thei-r Seventh Session the Contracting Parties considered a number 
of proqlems relating to the administration of the General Agreement. 
They continued the ad hoc Committee for Agenda and Intersessional 
Business, which they had established at the Sixth Session to deal with 
matters that require urgent action between the periodic meetings of the 
Contracting Parties. The Contracting Parties also .. extended the time 
limit for sign'ature of the Torquay Protocol, as had been requested by 
several acceding count~ies and contracting parties. They considered the 
problem of granting legal status to the consolidated schedules, as propo~ed 
by the Federal Republic of Germany, but decided that such a step was 
not 'feasible at this time. The Contracting Parties drew up the Second 
Protocol of Rectifications and Modifications and opened the protocol for 
signature. They also decided to publish an annual report, adopted the 
report of th~ . working party on the budget, and discuss(:d, their relations 
with the United Natiop.s. The Contracting Parties agreed to hold their 
Eighth Session at Geneva beginning September 17, 1953. 
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Other Developments 

At the Seventh Session, the Contracting Parties discussed the report of 
the working party on the European Coal and Steel Community. On the 
basis of the report, they granted a waiver to the six members of the Com
munity, releasing them from certain of their obligations under the General 
Agreement. 

The Contracting Parties also at their Seventh Session adopted the 
report of the working party that considered certain resolutions submitted 
by the International Chamber of Commerce. As a result of this report, 
they adopted the text of a draft convention to facilitate importation of 
samples and advertising materials, a code of standard practices relating to 
documentary requirements for the importation of goods, a code of stand
ard practices relating to consular formalities, and a resolution regarding 
application of import- and export-licensing restrictions in the case of 
ex1stmg contracts. The Contracting Parties also continued their study 
of the problems of valuation and nationality of imported goods, with a 
view to considering them further at a later session. 

At the request of the Secretary-General of the United Nations, the Con
tracting Parties at the Seventh Session nominated a chairman for the 
United Nations Interim Coordinating Committee for International Com
modity Arrangements. This Committee prepares yearly statements re
garding governmental regulation in the field of comm0dity problems. e 

UNITED STATES TRADE-AGREEMENT NEGOTIATIONS 
WITH VENEZUELA 

History of the Negotiations 

On August 29, 1951, in accordance with United States trade agreements 
procedure, the Interdepartmental Committee on Trade Agreements issued 
formal notice of the United States intention to negotiate with Venezuela 
to supplement and amend the bilateral trade agreement that the two 
countries had concluded in 1939. Also on that date, as required by sec
tion 3 (the "peril point" provision) of the Trade Agreements Extension 
Act of 1951, the President transmitted to the Tariff Commission the list 
of imported articles to be considered in the negotiations with Venezuela, 
and requested the Commission to conduct the required· peril-point in
vestigation. The Commission submitted its peril-point report to the 
President on December 27, 1951. 

Negotiations between the United States and Venezuela began on April 
18, 1952. The supplementary trade agreement between the Unitt::d 
States and Venezuela was signed on August 28, 1952. and its provisions 
became effective on October 11, 1952. 

The "peril point" provision of the Trade Agreements Extension Act of 
1951 requires that if the President enters into a trade agreement which 
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provides for greater reductions 1n duty than the Tariff Commission speci
fied in its report, or which fails to provide for additional import restrictions 
specified in the Commission's report, he must transmit to the Congress a 
copy of the agreement, identifying the articles involved and stating his 
·reasons. On August 29, 1952, the day after the supplementary trade 
~greement with Venezuela was signed, the ~resident sent a message to 
_the Secretary of the Senate and the Clerk of the House of Representa
tives, calling attention to the concession that the United States had 
granted in the supplementary agreement on certain petroleum products 
·and to the Commission's peril-point findings on these products. The 
'commission's findings and the conce.ssion granted by the United States 
are discussed in chapter 4 of this report. 

Concessions Granted by the United States 

United States imports for consumption from Venezuela in 1950 were 
valued at 319.9 million dollars. As modified by the supplementary 
agreement of 1952, the United Sta'tes-Ven~zuela trade agreement now 
pr.ovides for concessions by the United States to Venezuela on products 
iµcluded in 37 statistical import classes. United States imports of these 

·cqmmodities from Venezuela amounted to 315.2 million dollars in 1950-
abbut ~8 percent of total United States imports from Venezuela in that 
year. United States imports of comrp.odities on which it granted con
cessio~s to Venezuela in the supplementarY. agr~ement were valued at 
175.1 million dollars in 1950-which is 56 percent of total imports of all 
concession items in the amended agreement. By far the most img9r~l!:P.t . 
concession made by the United States in the supplementary agreement 
applies to crude petroleum, topped crude petroleum, and fuel oil derived 
from petroleum. The United States also bound against increase the 
existing customs treatment of iron ore, pig iron, granular or sponge iron, 
and a number of petroleum derivatives (such as petroleum asphalt, 
.naphtha, kerosene, and gasoline). 

Concessions Obtained by the United States 

United States exports to Venezuela in 1950 were valued at 389.4 million 
dollars. In the trade agreement with Venezuela, as modified by the 
supplementary agreement of 1952, the United States obtained concessions 
on 179 items in the Venezuelan tariff. United States exports of com-:
modities included in these tariff items amounted to 239.9 million dollars 
in 1950--which is 62 percent of total United- States exports to Venezuela 
in that year. United States exports to Venezuela of commodities covered 
by Venezuelan concessions in the supplementary trade agreement were 
valued at 145.7 million dollars in 1950-61 percent o{ total exports of all 
concession items in the amended trade agreement. These concessions 
apply to a wide variety of agricultural and, manufactured products. 
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General Provisions 

Besides providing for the exchange of new and additional tariff con
cessions, the supplementary agreement between the United States and 
Venezuela. rev.ised and supplemented the general provisions of .the 1939 
trade agreement. The major changes include insertion of the so-called 
standard escape clause in the agreement, in conformity with section 6 (a) 
of the Trade Agreements Extension Act of 1951, and modification of 
those articles in the general provisions that relate to quantitative restric
tions, national treatment of imported products, and customs fees and 
formalities. 

ACTIONS OF THE UNITED STATES RELATING TO ITS 
TRADE AGREEMENTS PROGRAM 

Entry Into Force, Withdrawal, or Modification of Trade-Agree
ment Concessions 

In October 1952, the United States placed in . effect the concessions it 
granted to . Venezuela in the supplementary trade agreement with that 
country, and in March 1953, those it negotiated initially with Brazil at 
Torquay. 

As required by section 5 of the Trade Agreements Extension Act of 
1951, the President by the middle of 1952 had suspended the application 
of reduced rates of duty and import-excise tax established pursuant to 
any trade agreement to imports from 17 Communist-controlled countries 
or.areas. ¥, J'i'µ.s""s~pep.sion continued in effect during the period covered 
by this report; in July 1952 it was also made applicable to imports from 
Hungary and Tibet. As required by section 11 of the extension act of 
1951, the importation of certain furs and skins that are the product of 
the Soviet Union or of Communist China continued to be prohibited 
during the period covered by this report. 

Under article XIX (the escape clause) of the General Agreement on 
Tariffs·tand -Trad~, .the United States, effective August 29, 1952, ,gi.odified 
the concession that it had granted on dried figs at Torquay. 

Activities Under the Escape Clause 

During the period July 1952 to June 1953, United States act1v1t1es 
under the escape clause were governed principally by certain provisions 
of the Trade Agreements Extension Act of 1951. As required by section 
6 (b) of the extension act of 1951, the President on July 10, 1952, and 
January 9, 1953, submitted to the Congress his second and third reports 
on the inclusion of escape clauses in trade agreements. In his third 
report, the President pointed out that all but 4 of the country's existing 
trade agreements-those with Ecuador, El Salvador, Guatemala, and 

306549--04-2 
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Honduras- conform to the escape-clause policy established m section 
6 (a) of the act. 

The procedure for administering the escape clause, prescribed by 
section 7 of the extension act of 1951 and Executive Order 10401, desig
nates the Tariff Commission as the investigating agency. The Com
mission not only makes investigations to determine whether there is 
cause for taking escape-clause action, but reports periodically to the 
President on developments with regard to products on which escape
clause actions have been taken, and makes rev.iew investigations to de
termine whether there is cause for continuing or modifying such actions 
in· whole or in part. 

During the period covered by this report, the Tariff Commission llad, at 
one time or another, 23 escape-clause investigations pending before it. 
As of June 30, 1953, the Commission had completed 15 of those investi
gations, and had discontinued 1 investigatjon following withdrawal' of the 
application which requested it. The completed investigations were those 
on watches, watch movements, watch parts, and watchcases; spring 
clothespins; groundfish fillets; garlic; bicycles and parts; cherries, candied, 
crystallized, or glace; bonito canned in oil, and tuna and bonito, canned, not 
in oil; tobacco pipes and tobacco-pipe bowls of wood or root; household 
china tableware; dried figs; wood screws of iron or steel; :pregnant mares' 
urine; chalk whiting; screen-printed silk scarves; and woodwihd musical 
instruments. The other investigations were in process. The Commis
sion's reports on the completed investigations, as well as the na'ture and 
status of each of the 23 investigations, are discussed · in chapter 5 of this 
report. 

Under the provisions of Executive Order 10401, the Commission during 
the period covered by this report submitted to the President a periodic 
report on developments with respect to certain for felt hats and hat 
bodies on which the United States had taken escape-clause action. On 
request of the .President, it also undertook and .completed . a review 
investigation of the escape-clause action taken by the United States on 
dried figs. 

Quantitative Restrictions on Imports Into· the United States 

During the period July 1, IJ.952, to June 30, 1953, the United States. 
continued to apply quantitative testrictions (absolute quotas) 'on the 
importation of cotton and wheat and wheat flour, under the provisions of 
section 22 of the Agricultural Adjustment Act, as amended. 

During the period covered by this report, the Tariff Commission 
conducted four investigations under the provisions of section 22. In 

· accordance with the Commission's findings and recommendations made 
in one of these reports, the President imposed a fee on the importation 
of shelled and blanched almonds and a quota on the importation of 
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shelled filberts. In accordance with · the Commission's findings and 
recommendations made in another report, the President imposed quotas 
on the importation of certain dairy products and peanuts, and fees on 
the importation of :flaxseed, linseed oil, and peanut oil. In June 1953, 
the President advised the Commission that it need not submit a report 
on its investigation relating to wool. On June 30, 1953, the investiga
tion relating to oats was still in process. 

Since 1934, all sugar for the United States market, whether domestic 
or imported, has been limited by absolute quotas, except during periods 
of emergency. The quotas currently are imposed pursuant to the Sugar 
Act of 1948, as amended. Effective January 1, 1953, the Sugar Act of 
1948 was .extended, in modified form, for 4 years. 

During the last half of 1952 and the first half of 1953, the United States, 
by means of licenses issued by the Department of Agriculture, controlled 
imports of certain dairy products, certain fats and oils, peanuts, and rice 
and rice products, under the provisions of section 104 of the Defense 
Production Act of 1950, as amended. Section 104 expired on June 30, 
1953. Effective the following day, however, the United States imposed 
quotas or fees on imports of certain of these products under section 22 of 
the Agricultural· Adjustment Act, as amended, as stated above. 

CHANGES IN TARIFFS, EXCHANGE CONTROLS, AND 
QUANTITATIVE TRADE RESTRICTIONS BY COUNTRIES 
WITH WHICHTHE UNITED STATES HAS TRADE AGREE
MENTS 

All the countries with which the United States has trade-agreement 
obligations have the •right to' restrict their imports for balance-of-payments 
reasons. For some years most of these countries have exercised this 
right through the use of exchange controls and quantitative · restrictionst 
The General Agreement on Tariffs and Trade and the bilateral trade 
agreements to which the United States is a party provide that these forms 
of restriction shall be relaxed-as a country's balance of payments improves, 
and eventually abandoned \\'.hen the country ceases to have an external-
payments problem. .J 

·Countries that are in a position to ~xercise thc:;ir right to restrict imports 
for balance-of-payments reasons are less subject to pressure to increase 
their import duties for protectionist reasons than they would be if they 
were .not free to restrict imports by other means. Nevertheless, most 
countries in this position do make changes in tariff rates, although the 
changes are not usually of an extensive nature. During 1952- 53, as in 
previous postwar years, most trade-agreement countries made some 
changes in various individual tariff rates and other charges on imports 
(decreases as well as increases), but did not undertake general revisions 
of their tariffs. 
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For purposes of discussing the use of exchange controls, licensing, 
quotas, prohibitions, and other forms of quantitative trade restriction, the 
countries with which the United States has trade-agreement obligations 
may be ·_classified into four major groups; within each of these groups the 
countrie~ ~ontrol° their foreign trade in a somewhat similar way. These 
groups are (1) the European Payments Union (EPU); (2) the sterling 
area; (3) various nondollar countries (other. than those in groups 1 and 2), 
most of which rely heavily on. multipie-exdrange-rate systems to control 
their trade; and (4) certain "dollar" countries, including Canada and 
several countries in Latin America, which now exercise a minimum of 
control over their trade with other countries. 

Nearly all these countries, except those in the dollar group, have for 
some years employed exchange controls and have imposed quantitative 
restrictions on imports for balance-of-payments reasons. A lack of suffi
cient dollar exchange has constituted their principal external-paymtnts 
problei:n, but a s}1o,rtage of other currencies has also been a factor in 
determining the t~ade practices of seve~al countries. Mainly as a result 
of restrictions on imports and of efforts to increase exports, particularly 
with respect to trade with dollar countries, there was a general improve
ment in the world payments position between 1949 and 1952. During 
this period the gold and dollar reserves of Western Europe increased by 
40 percent, those of the sterling area, by 20 percent, those of Canada, by 
80 percent, and those of the Latin American_ countries, by 10 percent. 

Improvement in the general external-payments position is one of the 
principal·;c.,onditions-for ·the ultimate\retti.iza·ti0n<of.c.urrency convertibility 
and for the removal of quan:titative''restrictions on international trade. 
Efforts to restore trade to a multilateral basis have been made by the 
International Monetary Fund ·and by the Contracting Parties to the 
General Agreement on Tariffs and Trade. The United States and 
Canada, in cooperation with Western European countries, have also made 
efforts to expand the area of currency convertibility and multilateral 
trade within tile European J>ayments Uhion. 

The European P~~ents .. Union 

The European Payments Union, with financial assistance from the 
United States, was established in 1950 as a mechanism for easing the trade-· 
and-paym~nts problems of the members of the Organization for European 
Economic Cooperation (OEEC). Its general purpose is to increase trade 
among the OEEC countries and thus to reduce, and eventually to elimi
nate, their dependence on United States financial aid. EPU established 
a system of automatic compensation among the members on the basis of 
convertibility of their currencies, thus enabling these countries to depend 
less on the network of bilateral trade-and-payments agreements that 
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characterized their early postwar efforts to carry on trade. EPU also 
provided deterrents to prevent members from getting too far . out of 
balance-either as debtors or creditors-with the Payments Union. A 
member in a deficit position with EPU is subject to a rising scale of gold 
payments as it uses an incr.easing share of its quota in EPU to settle its 
deficits, and a creditor receives gold on a fixed scale as part of its com
pensation for being in a creditor position. Creditors also extend credit 
to the Payments Union. The quota represents, for each member, the 
limit within which credit facilities are automatically provided to settle its 
cumulative accounting surplus or deficit with the Payments Union. 
Under these conditions, members of EPU undertake to remove quantita
tive restrictions from their mutual private trade. 

On June 30, 1953, there were 7 creditor and 8 debtor members of EPU. 
The 7 creditors were Austria, the Belgo-Luxembourg Economic Union, 
the Federal Republic of Germany, the Netherlands, Portugal, Sweden, 
and Switzerland. Austria, Portugal, and Sweden were within their 
quotas; the other countries had exceeded their quotas and therefore were 
required to make "beyond quota" settlements in gold and credit. The 
8 debtor members were Denmar.k;·France, Greece, Iceland, Italy, Norway, 
Turkey, and the United Kingdom. France, Greece, and Turkey were in 
excess of their quotas and made "beyond quota" settlements entirely in 
gold; the others were within their quotas. 

For EPU as a whole, 1952-53 was a much more successful year with 
respect to internal operations than either of the first 2 years of operation 
(1950- 51 and 1951- 52), in that the total net balance of the Payments 
Union was c~msiderably smaller. However, quantitative import restric
tions on private trade within the EPU area affected a larger volume of 
trade in 1952-53 than in the first year or so of EPU operations. During 
the first year of operations the share of private trade to be freed of quanti
tative restrictions was set at 75 percent of the total trade vyithin the EPU 
area. It was found, however, that many members were unable to attain 
this goal because of balance-of-payments difficulties with the Payments 
Union. By July 1, 1953 (the beginning of EPU's fourth year of opera
tions), 7 creditor countries had freed from quantitative restrictions more 
than 75 percent of their private trade with EPU. Of the debtor countries, 
3 had liberalized almost exactly 75 percent of their trade, and another, 
the United Kingdom, had liberalized 58 percent of its trade, but 5 other 
debtors had no liberalization of their trade. 

The Sterling Area 

The sterling area consists of all parts of the British Common wealth . . 
except Canada, and a few non-British countries- Burma, Iceland, Iraq, 
Ireland, Jordan, and Libya. The United Kingdom's quota in EPU is 
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used to finance trade between the sterling area (except Iceland, which 
has a separate quota) and the continental members of EPU. The sterling 
area's "dollar" pool is likewise used to finance the area's trade with the 
dollar countries. 

At conferences. of; the Commonwealth ,finance :ministers, ,held early in 
1952 and again in December of that year, it was agreed that the sterling 
area as a whole should undertake to achieve an overall balance in its 
trade with the rest of the world, and that each member would adopt 
'measures, including th~ restriction of imports, appropriate to this objec
tive. The year 1952-53 showed a considerable improvement as compared 
with 1951- 52 in the overall balance-of-payments position of the sterling 
area. The area began to have regular surpluses with EPU, and its gold 
and dollar reserves increased substantially.; the continuation of direct 
financial aid from the United StateS' was an important factor in the in
crease of these reserves. 'The United Kingdom itself, however, had an 
increasing trade d.e:fk .ildn·1952-53; the overall improvement in tihe sterling 
area's reserves was therefore attributable to the outer sterling area. 

All the British Commonwealth countries of the outer sterlip.g area 
continued in 1952-53, as in previous years, to apply strict exchange and 
quantitative controls to imports payable in dollars. Early in 1953, as 
their dollar position improved, some of the countries of the sterling area
for example, India, the Union of South Africa, and Southern Rhodesia
began to relax their restrictions on dollar imports. Australia, New 
Zealand, Ceylon, and Pakistan tightened their restrictions on such im
ports either to avoid reverting to a dollar-deficit position or to build up 
larger surpluses before relaxing their restrictions. All these countries, 
except Southern Rhodesia, also restrict imports payable in sterling, The 
restrictions on sterling imports, however, are less general and less severe 
than those on nonsterling imports. 

Other Nondollar Countries 

In the nondollar group are 6 Latin American countries (Argentina, 
Brazil, Chile, Paraguay, Peru, and Uruguay) and 3 other countries 
(Finland, Indonesia, and Iran). All except Finland employ multiple
exchange-rate systems as an important element in the control of their 
foreign trade. Under these systems, imports of essential goods are 
accorded a rate of exchange more favorable than that accorded to imports 
of less essential goods; likewise, proceeds from exports that the countries 
wish to encourage (usually exports of goods that can be marketed abroad 
only with some difficulty) receive a higher rate of exchange than exports 
that need les~ encouragement; or none. In addition, import and export 
licenses are usually required. 
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The United States has trade-agreement obligations with 10 countries 
that operate on the basis of "dollar" (freely convertible) exchange. These 
are Canada, Cuba, the Dominican Republic, Ecuador, El Salvador, 
Guatemala, Haiti, Honduras, Nicaragua, and Venezuela. The L~tin 
American countries in this group have been in a position-at least most 
of the time in recent years-to obtain more than enough dollars to meet 
their requirements for imports of dollar good.s. These countries, there
fore, have been able to conduct their trade with a minimum of controls 
on trade and exchange. Such controls of this kind as they do employ 
are used for other than balance-of-payments reasons. Canada itself had 
serious difficulties after World War II in achieving a satisfactory balance
of-payments position with the United States; by the end of 1951, however, 
it had overcome these difficulties and had removed virtually all its restric
tions on imports. 

Developments in the Use of Currency-Retention Quotas and 
Similar Practices 

A number of European countries that formerly employed currency
retention plans to encourage exports discontinued their use in 1952-53. 
Currency-retention quotas result when a country requires, for exchange
control purposes, that exporters surrender to governmental authorities 
the currencies obtained from exports, but exempts a certain share of such 
proceeds from this requirement. The effects are similar to those that 
result from the use of multiple rates of exchange; exports to certain 
countries are favored over those to other countries, and imports that 
would otherwise be restricted may be purchased with the retained cur
rencies. In general, currency-retention quotas have been used to en
courage exports to dollar countries. The use of such devices has been 
discouraged by the International Monetary Fund. 

As pointed out in the Commission's fifth report on the operation of the 
trade agreements program, Norway, Finland, Sweden, and Greece 
abandoned the use of retention quotas during 1951-52. In May 1953 
Austria ceased to employ a similar form of currency retention. Countries 
that still employed currency-retention quotas or similar devices on Decem
ber 31, 1952, were Denmark, France, the Federal Republic of Germany, 
Italy, the Netherlands, Iceland, Indonesia, and Turkey. Germany 
abolished its currency-retention system on July 1, 1953. 

Miscellaneous Matters Regarding Trade-Agreement Obligations 

Problems that arise between contracting parties to the General Agree
ment on Tariffs and Trade are discussed by the Contracting Parties at 
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their periodic sessions; those that arise between the United States and 
the countries with which it has bilateral trade agreemen~s are taken up 
directly qy the interested parties. Matters at issue between the United 
States and Argentina, Guatemala, Para,guay, and Turkey in 1951-52 
remained unresolved in 1952-53, except with respect i:o. action by Guate
mala on one of several matters at issue between it-and the United States .. 
Guatemala also took new action on another matter that'was'·called ib· its 
attention by the United States. 



Chapter 2 

United States Trade Agreements 
Legislation 

During the period covered by this report, the United States conducted 
its trade agreements program under the authority of the Trade Agree
ments Act of 1934, as amended, and the Trade Agreements Extension Act 
of 1951.1 Under the Trade Agreements Extension Act of 1951, the 
President's authority to enter into trade agreements with foreign countries 
was extended for a period of 2 years from June 12, 1951. The Trade 
Agreements Extension Act of 1953, approved August 7, 1953, extended 
this authority of the President for a period of 1 year from June 12, 1953. 

TRADE AGREEMENTS EXTENSION ACT OF 1951 

The provisions of the extension act of 1951 were discussed in detail in 
the Commission's fourth and fifth reports on the operation of the trade 
agreements program. In this report, the principal provisions of the 1951 
act are reviewed briefly. 

Sections 3 and 4 of the Trade Agreements Extension Act of 1951 provide 
statutory authority for the use of the "peril point." The "peril point" 
provision of the 1951 act, which is substantially the same as that which 
was incorporated in the Trade Agreements Extension Act of 1948, re
quires the President, before entering into any trade-agreement negotia
tion, to transmit to the Tariff Commission a list of commodities that may 
be considered for possible concessions. The Commission is then required 
to make an investigation (including a public hearing) and report its 
findings to the President on (1) the maximum decrease in duty, if any, 
that can be made on each listed commodity without causing or threatening 
serious injury to the domestic industry producing like or directly com
petitive products, or (2) the minimum increase in the duty or additional 
import restriction that may be necessary for any of the products in order 
to avoid such injury. 

Sections 6 and 7 of the extension act of 1951 establish statutory 
provision for trade-agreement escape-clause procedures. Section 6 (a) 
of the 1951 act provides that no future trade-agreement concession "shall 

1 For a discussion of the legislative history of the trade agreements program, see Opera
tion of the Trade Agreements Program reports, as follows: First report, pt. 2, ch. 2; second 
report, ch. 2; third report, ch. 2; fourth report, ch. 2; and fifth report, ch. I. 

17 
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be permitted to continue in effect when the product on which the con
cession has been granted is, as a result, in whole or in part, of the duty 
or other customs treatment reflecting such concession, being imported 
into the United States 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 6 (b) directs 
the President, as soon as practicable, to bring into conformity with this 
policy all trade agreements entered into before the adoption of the exten
sion act of 1951.2 

Procedures for administering the escape clause are set forth in section 
7 of the extension act of 1951. This section directs the 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 by any interested 
party, or upon its own motion) to make an escape-clause investigation. 
If as a result of the investigation the Commission finds the existence of 
serious injury or threat thereof, it is required to recommend to the 
President that the concession be modified or withdrawn, that it be sus
pended in whole or in part, or that import quotas be established, for the 
time necessary to prevent or remedy such injury. The act specifies that 
the Commission's report to the President must be made within 1 year 
after the receipt of the application.8 In the event that the President does 
not take the action recommended by the Tariff Commission within 60 
days after receiving the Commission's report, he is required to submit a 
report immediately to the Senate Committee on Finance and the House 
Committee on Ways and Means, stating the reasons why the Commis-
sion's recommendation was not followed. · 

Section 8 of the act establishes procedures to accelerate investigations 
and action under the escape-clause provision of the extension act of 1951 
or under section 22 of the Agricultural Adjustment Act, as amended. 
Section 22 sets forth procedures for tariff adjustment whenever agricul
tural products are being imported, or are practically certain to be im
ported, in such quantities as to materially interfere with or tend to render 
ineffective domestic programs of the Department of Agriculture. Under 
section 8 of the extension act of 1951, the President is authorized to take 
immediate action with respect to such imports, in cases in which, because 
of the perishability of the agricultural commodity concerned, a condition 
exists requiring emergency treatment. In any event, the Commission, 
must complete its investigation and report to the President (under the 
escape clause or section 22) and the President must make his decision 

2 For a report of developments with respect to this and other provisions of the act of 1951-
see ch. 5. 

a The extension act of 1953 reduced the time limit to 9 months. 
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not more than 25 calendar days after the submission of the case to the 
Commission. 

Section 5 of the extension act of 1951 directs the President, as soon as 
practicable, to suspend, withdraw, or prevent the application of any 
tariff concession contained in any trade agreement to imports from the 
Soviet Union and from Communist-dominated or Communist-controlled 
areas. Section 9 of the act of 1951 restores the right of a domestic pro
ducer to appeal to the United States Customs Court if he believes that 
he is being injured by the incorrect classification of any imported article. 
This right had been eliminated, with respect to trade-agreement items, 
by the Trade Agreements Act of 1934. Other sections of the extension 
act of 1951 specify that its enactment shall not be construed to indicate 
either approval or disapproval by t?e Congress of the General Agreement 
on Tariffs and Trade, and direct the President to prohibit imports of 
certain furs and skins from the Soviet Union and Communist China. 

LEGISLATIVE HISTORY OF THE TRADE AGREEMENTS 
EXTENSION ACT OF 1953 

Inasmuch as the President's authority to negotiate trade agreements 
under the extension act of 1951 was due to expire on June 12, 1953, the 
administration took action to obtain an extension of that authority 
shortly after the convening of the 1st session of the 83d Congress. On 
February 2, 1953, in his state of the Union message to the Congress,4 the 
President recommended that "the Congress take the Reciprocal Trade 
Agreements Act under immediate study and extend it by appropriate 
legislation." Subsequently, in a message to the Congre~s dated April 7, 
1953,5 the President recommended that the act of 1951 be extended for a 
period of 1 year from June 12, 1953, as an interim measure to allow for 
"the temporary continuation of our present trade program pending com
pletion of a thorough a,nd comprehensive reexamination of the economic 
foreign policy of the United States." On May 1, 1953, in a letter ad
dressed to the President of the ·Senate and the Speaker of the House of 
Representatives, the President further recorn.mended that a special 
commission representative of both major parties, consisting of Members 
of the Congress appointed by the Vice President and the Speaker of the 
House, and of members appointed from outside the Congress by the 
President, be established to study the foreign economic policy of the 
U11ited States. 

Pursuant to these recommendations, several bills relating to the trade 
agreements program were introduced in the Congress. The provisions 

'U. S. Congress, The State of the Union: Addrus of the President of the United States, H. 
Doc. 75 (83d Cong., 1st sess.), 1953. 

6 U. S. Congress, Extension of the Reciprocal Trade Agreements Act: Message From the 
President of the United States, S. Doc. 38 (83d Cong., 1st sess.), 1953. 
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of some of these bills differed substantially from those contained in the 
Trade Agreements Extension Act of 1951. Other bills provided for the 
extension of the President's authority to negotiate trade agreements, 
without . sig~ificant changes in other prnvisions of previous trade agree
ments legislation.. Among the bills providing for substantial modification 
of the existing legislation was House bill 4294, which was introduced on 
March 30, 1953. The House Committee on Ways and Means held public 
hearings on this bill during the period April 27-May 19, 1953. 

House bill 4294 provided for an e~tension of the President's authority 
to enter into trade agreements with foreign countries, for a period of 1 year 
from June 12, 1953. The bill also contained provisions to amend the 
peril-point and escape-clause procedures that had been established by the 
extension act of 1951, and provided for revisions of the procedures estab
lished in the 1951 act for emergency relief with respect to perishable 
agricultural commodities. It also contained provisions to amend section 
22 of the Agricultural Adjustment Act, '-which sets forth procedures for 
tariff adjustment whenever agricultural products are being imported, or 
are practically certain to be imported, in such quantities as to materially 
interfere with domestic programs of the Department of Agriculture. 
Other sections of the bill contained provisions to amend the procedures 
relating to equalization of costs of production of foreign and domestic 
products (sec. 336 of the Tariff Act of 1930; as amended); unfair practices 
in import trade (sec. 337of the tariff act); the use of countervailing duties 
(sec. 303 of the tariff act); and the imposition of antidumping duties (the 
Antidumping Act of 1921). The bill also contained provisions author
izing the imposition of specified import quotas or fees on crude petroleum 
.and residual fuel oil, ~nd on lead and zinc metals, ores, and concentrates. 
Finally, it provided for an increase from 6 to 7 in the number of Tariff 
Commissioners, together with a lengthening of their terms of office from 
6 to 7 years. 

Although the House Committee on Ways and Means held extensive 
hearings on House bill 4294, it did not issue a report on it. On June 9, 
1953, the committee favorably reported on House bill 5495, which had 
been introduced in the !House on June 2, 1953. This bill retained the 
provision of House bill 4294 that called for an increase in the membership 
of the Tariff Commission from 6 to 7, and it provided for the establish
ment of a special commission to study foreign economic policy. Except 
in these respects, the provisions of House bill 5495 did not differ sub
stantially from the provisions of the Trade Agreements Extension Act of 
1951. 

On July 13, 1953, the House Committee on Ways and Means also 
reported favorably on a second bill (H. R. 5894),6 which had been intro-

6 Ten members of the committee issued a minority report on H. R. 5495, and a minority 
of six reported on H. R. 5894. See H. Repts. 521 and 777 (83d Cong., 1st sess.). 
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duced in the House on June 23, 1953. This bill incorporated a substantial 
number of the provisions of House bill 4294. The House debated this 
bill on July 23, 1953, and recommitted it to the House Committee on 
Ways and Means. No further action was taken on it, however, before 
the Congress adjourned on August 3, 1953. 

The bill finally passed by the Congress was House bill 5495, which was 
approved by the House of Representatives on June 15, 1953. On June 26, 
the Senate Committee on Finance reported favorably on the House bill, 
with certain amendments, and recommended that it be approved by the 
Senate, which passed the bill in amended form on July 2. The principal 
change proposed by the Senate was the deletion of the provision in the 
House bill to increase the membership of the Tariff Commission from 6 
to 7. In lieu of this proposal, the Senate bill contained a provision which 
authorized the President in certain instances to regard the findings and 
recommendations of one-half of the Commissioners voting unanimously 
as the findings and recommendations of the ~ommission. With minor 
modifications, the committee on conference adopted the Senate version 
of the bill on August l, 1953.7 The House of Representatives adopted 
the conference report on August 1, and the Senate, on August 3. The 
President approved the bill on August 7, 1953. 

PROVISIONS OF THE TRADE AGREEMENTS EXTENSION 
ACT OF 1953 

The Trade Agreements Extension Act of 1953 (sec. 101) extends, for a 
period of 1 year from June 12, 1953, the authority of the President under 
section 350 of the Tariff Act of 1930, as amended, to enter into trade 
agreements with foreign countries. The statutory provisions of the 
extension act of 1951, as amended by the extension act of 1953, remain in 
effect. 

Section 102 of the extension act of 1953 amends section 7 of the act of 
1951 by reducing from 1 year to 9 months the period within which the 
Tariff Commission must make its investigation and report on escape
clause applications. With respect to any such applic_ation pending at the 
time of the enactment of the extension act of 1953 (August 7, 1953), the 
Commission is required to make its report 1 year after the date the appli
cation was filed, or 9 months after the date of enactment of the act of 1953, 
whichever is earlier. The new act makes no chan·ge with respect to the 
peril-point procedures that were established by the extension act of 1951. 

The new act (sec. 103) specifies that its enactment shall not be con
strued in such a manner as to determine or indicate approval or disap
proval by the Congress of the executive agreement known as the General 
Agreement on Tariffs and Trade (GATT). 

7 See H. Rept. 1089 (83d Cong., 1st sess.). 



22 TRADE AGREEMENTS PROGRA,M, SIXTII REPORT 

Section 104 of the extension act of 1953 amends section 22 of the 
Agricultural Adjustment Act by authorizing the President to take im
mediate action, without waiting for the Tariff Commission's report, in 
any case .in which the Secretary of Agriculture determines and reports to · 
the President that a conditibn requiring emergency treatment e:x;ists with 
respect to any agricultural commodity. Any action taken by the Presi
dent pursuant to the report of the Secretary of Agriculture is to con
tinue in effect pending receipt by the President of the report and recom
mendations of the Tariff Commission a:nd his action thereon. Under the 
extension act of 1951, the President's authority to take such emergency 
action was limited to perishable agricultural products. 

Section 201 of the extension act of 1953 amends section 330 of the 
Tariff Act of 1930 to provide that in any case calling for findings by the 
Tariff Commission in connection with any authority conferred upon the 
President by law to make changes in import restrictions, the unanimous 
findings and recommendatipns of one-half of the number of Commissioners 
voting mayo.be treated by the President as the findings and recommenda
tions of the Commission. If the Commissioners voting are divided into 
two equal groups, each of which is unanimously agreed on a different set 
of findings and recommendations, the findings and recommendations of 
either group may be regarded by the President as the findings and recom
mendations of the Commission. In any such case, the Tariff Commission 
must transmit to the President the_ findings and recommendations of each 
group. The extension act of 1953 also provides that if, in any case in 
which the Tariff Commission is authorized to make an investigation or 
hold hearings (either upon its own motion, upon complaint, or upon 
application of any interested party), one-half of the number of Commis
sioners voting agree that the investigation (or hearing) shall be under
taken, such investigation or hearing shall be carried out in accordance 
with the statutory authority covering the matter in question. 

Section 301 of the extension act of 1953 provides for the establishment 
of a bipartisan Commission on Foreign Economic Policy to study the 
foreign economic policy of the United States. Sections 302 through 310 
establish operating procedures for the Commission, which is to consist of 
17 members, appointed as follows: 7, by the President; 5 from the United 
States Senate, by the Vice President; and 5 from the House of Repre
sentatives, by the Speaker of the House. No more than 4 of the 7 
members appointed by the President and no more than 3 members of 
each group of 5 members appointed from the Senate and from the House 
of Representatives shall be of the same political party. The act author
izes the President to designate the chairman and vice chairman of the 
Commission on Foreign Economic Policy, and specifies that 9 members, 
5 of whom must be Members of Congress, shall constitute a quorum. 

The Commission on Foreign Economic Policy was established to 
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provide, as the President had recommended, for a broad study of our 
foreign economic policy. The Commission is specifically directed to 
"examine, study, and report on the subjects of international trade and its 
enlargement consistent with a sound domestic economy, our foreign 
economic policy, and the trade aspects of our national security and total 
foreign policy; and to recommend appropriate policies, measures, and 
practices." Without limiting the scope of its operations, the act directs 
this policy Commission to consider and report on such matters as the laws, 
regulations, and practices of the United States and other nations relating 
to international trade, including tariffs, customs and customs administra
tion, trade agreements, peril-point and escape-clause procedures, import 
and export quotas, monetary licenses, countervailing duties, and procure
ment preferences. It directs the Commission to study and report on 
agencies, departments, and board1>-both in the United States and in 
foreign countries-having jurisdiction over, or dealing with, foreign trade 
and related matters, as well as international organizations and agree
ments whose operations are relevant to international trade (for example, 
the General Agreement on Tariffs and Trade, the International Wheat 
Agreement, and the European Payments Union). The policy Commis
sion is further directed to study other factors pertinent to the general 
subject, such as the effect of foreign aid and military defense programs on 
international trade, balance-of-payments problems of individual nations, 
the relationship of United States foreign economic policies to its overall 
foreign policy, foreign investment capital and the flow of capital be
tween nations, and the effects on international trade of such factors as 
costs of production and pricing, labor practices, general living !tandards, 
and financial policy. The Commission is also required to report with 
respect to the effect of existing and proposed trade policies on international 
economic stability and security. 

The Commission on Foreign Economic Policy is authorized to hold 
hearings and to conduct its study "within the United States or elsewhere" 
and to request from any agency of the Government "any information it 
deems necessary to carry out its functions under this title." Its report 
is to be submitted to the President and to the Congress within 60 days 
after the 2d regular session of the 83d Congress is convened. The act 
specifies that "ninety days after the submission to the Congress of the 
report . . . , the Commission shall cease to exist." 





Chapter 3 

Developments Respecting the General 
Agreement on Tariffs and Trade 

STATUS OF THE AGREEMENT 

.. ' 

On June 30, 1953, the ,following 33 countries were contracting parties 
to the multilateral agreement known as the General Agreement on Tariffs 
and Trade :1 Australia, Austria, Belgium, Brazil, Burma, Canada, Ceylon, 
Chile, Cuba, Czechoslovakia, Denmark, the Dominican Republic, Fin
land, France, the Federal Republic of Germany, Greece, Haiti, India, 
Indonesia, Italy, Luxembourg, the Netherlands, New Zealand, Nicaragua, 
Norway, Pakistan, Peru, Southern Rhodesia, Sweden, Turkey, the Union 
of South Africa, the United Kingdom, and the United States. 

The General Agreement now embraces the original agreement concluded 
by 23 countries at Geneva in 1947; the Annecy Protocol of 1949, under 
which 9 additional countries acceded to the agreement; and the Torquay 
Protocol of 1951, under which 4 other countries have acceded. Indonesia, 
on behalf of which the Netherlands negotiated concessions at Geneva, 
became an independent contracting party in 1950. All together, 37 
countries became contracting parties to the General Agreement between 
the Geneva Conference in 1947 and June 30, 1953. Four of the countries 
that acceded as a result of the negotiations at Geneva or Annecy-China, 
Lebanon, Liberia, and Syria-have since withdrawn. 

At their Seventh Session in 1952 the Contracting Parties granted ex
tensions of time for signature to several countries that negotiated for 
.accession to the General Agreement at Torquay. Brazil was given until 
December 31, 1952, to sign the Torquay Protocol;2 the Republic of the 
Philippines and Korea were given until May 21, 1953. Uruguay was 
granted an extension until April 30, 1953, to sign both the Annecy and 
Torquay Protocols, and subsequently was granted an additional extension 
to October 30, 1953. On December 29, 1952, Nicaragua denounced the 
General Agreement, effective February 27, 1953, but rescinded its de.: 

' 
I For discussions of the history and nature of the General Agreement, see Operation of tlie 

Trade A greements Program reports as follows: First report, pt. 2; second report, pp. 19- 21; 
third report, pp. 31 and 32; fourth report, pp. 35 and 36; and fifth report, pp. 23-26. 

2 Subsequently, the Contracting Parties granted Brazil another extension, to February 28, 
1953. However, the Government of Brazil signed the Torquay Protocol on February ~9, 
1953. 

306549-114-3 25 
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nunciation on January 17, 1953, and requested an extension of time to 
sign the Torquay Protocol. The Contracting Parties extended the time 
limit for Nicaragua's signature to June 30, 1953, and Nicaragua signed 
the Torquay Protocol on that date.8 Liberia withdrew from the General 
Agreement on June 13, 1953. 

At the Seventh Session the Contracting Parties distussed the possibility 
of Japan's accession to the General Agreement, but reached no final 
decision. They agreed, however, that the ad hoc Committee for Agenda 
and Intersessional Business would consider the matter further at a meet
ing which was scheduled to begin February 2, 1953. At that meeting the 
lntersessional Committee considered Japan's application for accession to 
the General Agreement and sent a report to the various contracting 
parties giving the results of its discussions.' 
· The Contracting Parties held their Seventh Session at Geneva from 

October 2 to November 10, 1952. Besides the contracting parties that 
.attended the session, 9 nonmember governments sent observers-Colom
bia, Costa Rica, El Salvador, Japan, Korea, Libya, Mexico, Switzerland, 
and Yugoslavia. The following international organizations also sent 
observers to the Seventh Session: The United Nations, the International 
Monetary Fund, the International Labor Organization, the Organization 
for European Economic Cooperation, the Council of Europe, the High 
,Authority of the European Coal and Steel Community, and the European 
.Customs Union Study Group. Representatives of the International 
Chamber of Commerce attended the meetings of the working party that 
dealt with certain resolutions submitted by that organization. 

In order to deal with some of the more complex questions that were 
submitted to them at the Se;venth Session, the Contracting Parties estab
lished eight working parties, a panel to hear complaints, and a group of 
customs experts to examine the Council of Europe's proposal to reduce 
tariff barriers. Working parties were set up to deal with the following 
matters: The reduction of tariff levels, the schedules of tariff concessions 
annexed to the General Agreement, .the granting of a waiver to the 
European Coal and Steel Community, balance-of-payments import 
restrictions, Ceylon's application for a waiver under article XVIII, the 
Netherlands' action under article XXIII, the International Chamber of 
Commerce resolutions on the elimination of trade barriers, and the budget. 
The working parties presented their reports at plenary sessions of the 
Contracting Parties. The Contracting Parties, in turn, discussed the 
reports and took the required action . 
. Other questions that the Contracting Parties considered at their 

Seventh Session included the granting of a waiver for continued duty-free 

1 Korea and the Philippines did not sign the required protocols before the expiration of 
the respective time limits. 

' See the section of this chapter on tariffs and tariff negotiations. 
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entry of Libyan products into Italy; the increase in Greek tariff coeffi
cients; the United Kingdom purchase-tax system; Brazilian inter~al 
taxes; the Greek " contribution tax" on imports; the operation of special 
exchange agreements between the Contracting Parties and Germany, 
Haiti, and Indonesia; the United States subsidy on exports of sultanas; 
United States modification of its concession on dried figs; United States 
restrictions on imports of dairy products; Belgian import restrictions on 
dollar goods; the Belgian family-allowance tax; discrimination against 
Norwegian sardines by the Federal Republic of Germany; the Pakistan 
export fee on raw jute; the South Africa-Southern Rhodesia customs 
union; the Nicaragua-El Salvador free-trade area; Japan's application for 
.accession to the General Agreement; article XXVIII negotiations between 
Cuba and the United States; interconference tariff negotiations between 
Austria and the Federal Republic of Germany; and various matters per
taining to the administration of the General Agreement. 

The subsequent discussion of the principal developments respecting the 
General Agreement is divided into the following sections: (1) General 
provisions; (2) tariffs and tariff negotia.tions; (3) the administration of 
the agreement; and (4) other developments. Actions that the Contract
ing Parties took at their Seventh Session, as well as actions that ·the 
lntersessional Committee took at its several meetings, are discussed 
under the appropriate subject headings. 

The general provisions of the General' Agreement, as well as the dis
cussions and consultations t hat the Contracting Parties hold with respect 
to their operat ion, are complex and highly technical. In this chapter, 
the sections dealing with the general provisions of the agreement and the 
consultations and actions of the Contracting Parties are necessarily brief, 
and, as far as possible, are written in nontechnical language. For a more 
complete understanding of the provisions of the General Agreement, the 
reader should consult the original text and related documents.6 

GENERAL PROVISIONS 

Most-Favored-Nation Treatment (Art. I): Waiver for Continued 
Free Entry of Libyan Products Into Italy 

Article I of the General Agreement incorporates the most-favored
nation clause in its unconditional form. One of the principal purposes of 
this article is to pledge each contracting party to apply to its imports 

6 See U. S. Department of State, The General Agreement on Tariffs and Trade (Amended 
Text) and Texts of Related Documents, Pub. 3758 (Commercial Pol. Ser. 124), 1950; and Con
tracting Parties to t he General Agreement on Tariffs and Trade, General A greement on 
Tariffs and Trade: Basic Instruments and Selected Documents, vol. I , Text of the Agreement 
and Other Instruments and Procedures, Sales No.: GATT/1952- 3, Geneva, 1952; vol. II, 
Decisions, Declarations, Resolutions, Rulings and Reports, Sales No. : GATT/1952--4, 
Geneva, 1952. 



28 TRADE AGREEMENTS PROGRAM, SIXTH REPORT 

from any ~ther contracting party no higher . customs duties or internal 
.taxes t.\lan it applies to imports of the same products from any other 
country . . Article I, however, also provides for certain exceptions to this 
general pi:inciple.? 

At their Seventh Session the Contracting Parties agreed to Italy's 
request that it be permitted to continue to exempt from customs duties 
c,ertain commo.dities imported into Italy from Libya. The 1-year waiver 
that the Contracting Parties had granted to Italy at the Sixth Session 
was extendeq ·for 3 years, to December 31, 1955, at which time the entire 
·situation is to be reviewed. Subsequent extensions at yearly intervals 
beyond. that date will be permitted only if the Contracting Parties con
sider such extensions necessary. The Contracting Parties requested 
Italy to . submit to them annual reports on the development of Italian
Libyari trade under the preferential scheme; they also requested Libya to 
submit annual reports on its economic progress.7 

Schedules of Concessions (Art. II): Increase in Greek Tariff 
Coefficients 

Article .II Qf the General Agreement, which relates to the schedules of 
tariff coi+ce.ssions annexed to the agreement, . provides. that a country shall 
not alter its method of converting currencies in such a way as to impair a 
concession it has made with respect to ad valorem duties. It also pro
vides that specific duties included in a schedule of concessions may not be 
increased unless the par value of a country's currency is reduced by more 
than 20 percent and a majority of the contracting parties to the General 
Agreement concur in the view that the increased specific duties will not 
impair the value of the· concessions.8 

At their Seventh Session the Contracting Parties considered the com
plaint of the United Kingdom concerning the increase in tariff rates im
posed by the Greek Government on a number of commodities. The 
Greek Government accomplished this increase, which became effective 
July 10, 1952, by revising upward the -tariff coefficients it used in calculat
ing import duties. 

Originally, the duties in the Greek tariff schedules were mainly specific 
and were. expressed in gold drachmas. The Greek Government applied 
coefficients to these duties to convert them to paper drachmas. These 
coefficients were of two types-"prewar" and "postwar." When the 
Greek Government negotiated at Annecy and Torquay, it agreed to bind 

6 See Operation of the Trade Agreements Program (first report), pt. 2, pp. 44 and 45. 
7 See Operation of the T.,ade Ag.,eement,r Prog.,am (fifth report), ch. 2. 
s Three important provisions of the General Agreement that are directly relevant to the 

tariff co~cessions contained in the schedules are the exceptions regarding economic develop
ment (art. XVIII), the general escape clause (art. XIX), and the provision for renegotiation 
of the schedules (art. XXVIII). 
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against increase the prewar coefficients specified in the note appended to 
its schedule of concessions. The July 10 decision of the Greek Govern
ment increased these coefficients above the levels specified in the Greek 
schedule.9 

The United Kingdom, as well as other contracting parties, maintained 
that this action constituted an infringement of paragraph 1 of article II 
of the General Agreement. The Greek Government pointed out that its 
action was an emergency measure introduced to ameliorate the' country's 
acute financial difficulties, but agreed that this action was not consistent 
with its obligations under the General Agreement. It therefore under
took to revoke its decision increasing the coefficients and to reduce them 
before July 1, 1953, to the levels bound under the General Agreement. 
The Contracting Parties requested the Greek Government to report to 
them on the measures it takes to implement this undertaking. On July 
30, 1953, the Greek Government notified the Contracting Parties that, 
as of July 20, it had restored the prewar coefficients. However, the 
postwar coefficients, which were not bound under the Annecy and Torquay 
Protocols, were increased to compensate for the decline in the ad valorem 
equivalents of the specific duties that resulted from the rise in import 
prices following the devaluation of the drachma on April _9, 1953. 

National Treatment on Internal Taxation (Art. III) 

Article III of the General Agreement 10 requires 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 e.ffect 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 11 should not be applied to 
imported or domestic products in such a manner as to afford protection to 
domestic production. The amendment also provided for conversion of 

1 See notes to schedule XXV-Greece, in U. S. Department of State, Gtntral Agreement 
on Tariffs and Tradt: Tht Anntcy Protocol of Terms of Accusion and tht Annecy Schtdtdts of 
Tariff Concessions, Pub. 3664 (Commercial Pol. Ser. 121), 1949, and in Contracting Parties 
to the General Agreement on Tariffs and Trade, Tkt Torquay Protocol to tlu General Agree
ment on Tariffs and Tradt and tht Torquay Schedules of Tariff Concusions, Sales No.: GATTI 
1951-1, Geneva, 1951. 

to See Operation of tht Trade Agreements Program (second report), p. 24. 
11 As well as laws, regulations, and requirements affecting the internal sale, offering for 

sale, purchase, transportation, distribution, or use of products, and internal quantitative 
regulations requiring the mixture, processing, or u.se of products in specified amounts or 
proportions. 
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existing taxes applicable to imports into tariff duties in order to compen
sate for the elimination of the protective element of the domestic tax. 

United Kingdom purchase-tax system 

At the .Fifth Session the Netherlands Government called the attention 
of the Contracting Parties to an action of the United Kingdom that, the 
Netherlands alleged, constituted a violation of the provisions of article 
III 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 similar domestic commodities from 
the tax. The United Kingdom conceded that its purchase-tax system, 
although not designed for purposes of protection, had in practice developed 
some protective effects. 

At the Seventh Session the United Kingdom Government notified the 
Contracting Parties that it had modified its purchase-tax system so as to 
remove the tax discrimination which favored domestically produced 
textiles, clothing, and footwear, thus bringing the administration of the 
tax into conformity with the provisions of the General Agreement. 
Under the new arrangement all textiles, clothing, and footwear, irrespec
tive of whether they are imported · or d'omestically produced, will be 
exempt from the purchase tax if their wholesale value does not exceed a 
specified amount.' ·On goods of higher value, the purchase tax· will apply 
only to the excess of the w4olesale value over the specified figure. Under 
the new arra.ngement, the rates of the purchase tax were also reduced-to 
25 percent on clothing (other than fur garments, footwear, and bedding), 
to 50 percent on cloth and household textiles, and to 100 percent on fur 
garments. Just prior to this change the corresponding rates were, re
spectively, 33Ya percent, 66% percent, and 100 percent, which were charged 
on the entire value of nonutility articles. · 

Brazilian internal taxes 

During the Third Session of the Contracting Parties in 1949 a question 
was raised about Brazil's revision of the rates of internal taxes applicable 
to certain products, including watches, clocks, beer, spirits, aperitifs, and 
cigarettes. For many years Brazil has employed an extensive-system of 
"cionsumption" taxes, largely for revenue purposes. In the application 
of these taxes, many imported products are subject to taxes substantially 
higher than those levied on like domestic products. 

The countries that export the aforementioned specified products to 
Brazil contended that Brazil's 1948 revision of its consumption taxes 
widened the margin of discrimination against imports of such products. 
For example, under the revised law the tax on both domestic and foreign 
liqueurs was increased sixfold, with the result that the absolute increase 
in tax was much greater on foreign than on domestic liqueurs. The 
Brazilian Government, however, maintained that since the former law 
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required that the foreign product be taxed at twice the rate applicable to 
the domestic product, no violation of the provisions of the General Agree
ment was committed. The Brazilian Government, nevertheless, agreed 
to request its Congress to amend the laws in question with a view to 
removing the basis for the complaint brought before the Contracting 
Parties. 

At their Fifth Session the Contracting Parties examined Brazil's draft 
law. The Contracting Parties concluded that the proposed legislation 
would eliminate most of .the discriminatory features of the 194:8 statute, 
and thus bring Brazil's consumption-tax legislation into conformity with 
the provisions of the General Agreement. The proposed statute would 
not eliminate most of the discriminatory features that were in effect on 
October 30, 1947, but the General Agreement permits a country to 
maintain discriminations that were in force on that date. 

This matter was again considered at the Seventh Session of the Con
tracting Parties, but Brazil had made no further progress in eliminating 
the discriminations involved in the consumption taxes mentioned above. 
The Brazilian representative attributed the lack of action on the issue to 
the change in the Brazilian Government, and noted that the draft law 
would now have to be considered by an entirely new national legislature. 
He requested that the item be retained on the agenda until the next 
session of the Contracting Parties. The Contracting Parties agreed to 
that request. 

Greek "contribution tax" on imports 

At the request of the French Delegation, the Contracting Parties at 
their Seventh Session considered the action of the Greek Government 
in imposing a "contribution tax" on certain imports. Imposition of this 
tax, according to the French representative, was contrary to the provi
sions of article III of the General Agreement.12 

The new Greek measure, which became effective December 31, 1951, 
was designed to assist in counteracting the depreciation of the drachma 
by imposing a tax on foreign exchange allocated for the importation of 
goods. The tax was collected when bank credit was extended for the 
purchase of such goods, and was graduated according to the utility and 
essentiality of the commodities imported, the rates varying from 25 to 
150 percent of the c. i. f. 13 value of the goods. 

The Greek Government claimed that its contribution tax was similar 
in effect to the multiple-exchange-rate systems employed by a number of 

12 The French Government initially protested application of the special tax on imports 
which was introduced on November 27, 1951; the tax, subsequently repealed on December 
31, 1951, was followed by the introduction of the new measure referred to in the discussion 
that follows. However, France took the position that both the new tax and the antecedent 
measure were contrary to the provisions of article III of the General Agreement. 

13 Cost, insurance, and freight. 
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countries with the approval of the International Monetary Fund. Fur
thermore, according to the Greek Government, the new tax was similar 
to the "voucher" system 14 that Greece had employed in the past to 
counteract the depreciation of the drachma. Greece pointed out that the 
Contracting Parties had raised no objection to this system, which was in 
effect at the time Greece acceded to the General Agreement. According 
to Greece, it preferred to employ import taxes because it feared that a
currency devaluation would lead to further inflationary price and wage 
increases, which would tend to nullify the advantages gained from cur
rency readjustment. 

The French Delegation, supported by the United Kingdom Delegation, 
contended that the tax applied only to imports and, as no corresponding 
charge was levied on like domestic products, was contrary to the pro
visions of paragraph 2 of article III of the General Agreement. The 
United Kingdom representative maintained that, should the Greek 
contribution tax not be considered an internal tax within the meaning 
of article III, it would nevertheless have to be treated as an import 
charge within the meaning of article II. He also contended that the 
contribution tax was equivalent to an increase in import duties. Since 
the duties on the products to which the tax applied were bound under the 
Annecy and Torquay Protocols, the imposition of the contribution tax 
tended to impair the concessions granted and was, therefore, contrary to 
article II of the General Agreement. 

The Greek Delegation, on the other hand, contended that to all intents 
and purposes the tax was a charge imposed on foreign exchange allocated 
for the importation of foreign goods. It thus was equivalent to a multiple
exchange-rate practice, and did not fall under the provisions of article 
III, which were limited to internal taxes applied on imported products. 

A panel appointed to consider this question recommended that the 
Contracting Parties defer final action on it pending receipt of further 
information which would enable them to determine whether the Greek 
measure constituted an internal tax, a tax on imports, or a multiple
currency practice. The panel further recommended that the Contracting 
Parties ask the International Monetary Fund to determine whether the 
contribution tax was a multiple-currency practice and whether or not it 
conformed to the Articles of Agreement of the International Monetary 
Fund. Pending final disposition of the French request, the item was 
continued on the agenda . 
. On April 9, 1953, the Greek Government devalued the drachma by 50 
percent and unified its exchange system by eliminating all multiple-

14 Under the voucher system every purchaser of foreign exchange for the payment of 
imported goods was obliged to obtain "vouchers." These vouchers were a supplement to 
the official value of the foreign currency, and their cost was increased as the value of the 
drachma decreased. The official exchange rate, however, was not altered. 
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currency practices. At the same time, it abolished the contribution tax. 
This action of the Greek Government appears to dispose of the complaint 
that the Contracting Parties examined at their Seventh Session. 

Quantitative Restrictions for Balance-of-Payments Reasons 
(Arts. XII-XIV) 

Article XI of the General Agreement prohibits, with specified excep
tions, various nontariff restrictions-such as import prohibitions, quotas, 
licensing systems, and other quantitative control measures-on inter
national trade with other contracting parties. Article XII, however, 
recognizes that problems of postwar economic adjustment make it im
practicable to attain this objective immediately. It therefore provides 
for temporary departure from the general rule when such departure is 
necessary to safeguard a country's balance of payments or to effect a 
necessary increase in its monetary reserves. Article XIII provides that, 
in the administration of such quantitative restrictions as are permitted 
in accordance with this principle, discrimination shall not be practiced 
against any contracting party to the agreement. It was 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.15 

Consultations under article XII: 4 (b), on intensification of restricti.ons and 
under article XIV: 1 (g), on discriminatory application of restrictiom 

At their Seventh Session the Contracting Parties consulted with various 
contracting parties as to the introduction of new measures that intensified 
existing quantitative restrictions, and as to the discriminatory application 
of import restrictions. These consultations were held pursuant to 
atticle XII: 4 (b) and article XIV: 1 (g), of the General Agreement. The 
Contracting Parties consulted with the following seven contracting parties 
at the Seventh Session: 

Under article XII: 4 (b)- France and Pakistan 
Under article XIV: 1 (g)- ltaly and the Netherlands 
Under articles XII: 4 (b) and XIV: 1 (g)-Australia, Ceylon, and 

the United Kingdom 
Consultations with New Zealand and the Union of South Africa 'under 

article XIV: 1 (g), and with the United Kingdom in regard to Southern 
Rhodesia under articles XII: 4 (b) and XIV: 1 (g), respectively, were 
deferred until such time as the International Monetary Fund had com
pleted its consultations with these countries. 

Despite the varying provisions of the General Agreement which were 
applicable, each of the contracting parties discussed the entire range and 

u See Operation of the Trade .Agreements Program (second report), pp. 22 and 23. 
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impact of its import restrictions in these consultations. In their discus
sions with each of these countries the Contracting Parties invited a rep
resentative of the International Monetary Fund to consult with them, 
as required by article XV of the General i'.\.greement. 

In conducting these consultations, whether under article XII: 4 (b ), 
on the intensification of restrictions or under article XIV: 1 (g), on their 
discriminatory application, the Contracting Parties gave more attention 
than they had in the past to the trade aspects of the restrictions. This 
fact was reflected in the consultations with individual governments. In 
pa,rticular, tb,e Contracting Parties addressed detailed questions to the 
representative of each consulting country as to the policy and administra
tion of import restrictions affecting specific commodities. It was felt 
that a discussion of specific commodities illustrated the actual workin~ of 
the restrictive systems and contributed to an understanding not only of 
the problems that face the countries imposing the restrictions, but of the 
difficulties that these restrictions create for exporting countries. 

In addition, the representatives of the several consulting contracting 
parties furnished information concerning the internal monetary and fiscal 
measures that · their governments had adopted. Considerable interest 
was shown in these measures and in the relationship between internal 
monetary and fiscal policy and the particular country's balance-of
payments pos1t1on. The importance of domestic monetary and fiscal 
measures in restoring international equilibrium was particularly empha
sized by the International Monetary Fund in its own consultations under 
article XIV of the Articles of Agreement of the Fund. The Fund had 
expressed satisfaction over the achievements of certain of these govern
ments, but urged some of them to make additional efforts to further the 
results obtained. The represe~tatives of the governments referred to 
indicated that they had noted the views expressed by the other contracti~g 
parties and agreed to convey these views to their governments for con
sideration. 

On the basis of additional information compiled by the Secretariat and 
made available to them, the Contracting Parties felt that the following 
contracting parties had intensified their balance-of-payments import 
restrictions in such a manner as to make consultations appropriate under 
article XII: 4 (b): Brazil, Chile, Finland, Sweden, New Zealand, and the 
Union of South Africa. Consultations with New Zealand and the Union 
of South Africa, under article XII: 4 (b), will be held, concurrently with 
those under article XIV: 1 (g), reftrred to above, when the International 
Monetary Fund has completed its consultations with these countries. 
The Contracting Parties, however, deferred all consultations on the new 
import restrictions until a later session in order to permit the preparation 
of adequate background materials, and to allow the Contracting Parties 
to receive the determinations of the International Monetary Fund. On 
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February 11 and 24, 1953, the Fund advised the Contracting Parties that 
it had held consultations with Finland and Sweden under article XII: 4 
(b), and with the United Kingdom on behalf of Southern Rhodesia under 
article XIV: 1 (g). 

Third annual report on discrimination 

At their Seventh Session the Contracting Parties adopted the draft of 
the third report on the discriminatory application of balance-of-payments 
import restrictions, which had been prepared pursuant to article XIV: 
1 (g), of the General Agreement.16 The draft report included a statement 
on the consultations that the Contracting Parties had conducted at the 
Seventh Session with regard to the continuance of discriminatory policies, 
as well as descriptive notes on discriminatory action currently practiced 
by each of 21 countries. This third report was based on material supplied 
by the International Monetary Fund, on statements received from the 
governments that employ discriminatory policies, and on discussions with 
the respective delegations at the Seventh Session in October 1952. 

According to the report, 21 of the 33 contracting parties to the General 
Agreement maintained restrictions on imports to safeguard their ·balance
of-payments positions and were exercising some degree of discrimination 
between sources of supply; these countries were Australia, Austria, Brazil, 
Ceylon, Chile, Denmark, Finland, France, the Federal Republic of Ger
many, Greece, India; Italy, the Netherlands, New Zealand, Norway, 
Pakistan, Southern Rhodesia, Sweden, Turkey, the Union of South 
Africa, and the United Kingdom. 

Czechoslovakia and Indonesia, which also apply balance-of-payments 
restrictions under article XII, stated that their restrictions were nondis
cnmmatory. Nine contracting parties-Belgium, Canada, Cuba, the 
Dominican Republic, Haiti, Luxembourg, Nicaragua, Peru, and the 
United States-reported that they were not restricting imports for 
balance-of-payments reasons. Burma and Liberia 17 did not advise the 
Contracting Parties whether they maintained the type of restrictive 
measures authorized under the provisions of article XII. 

During 1952 balance-of-payments difficulties became more severe for 
a number of countries and their exchange reserves declined. As a result, 
these countries intensified their import restrictions. The United King
dom 18 reimposed import restrictions, and France suspended measures 

18 The draft report was subsequently published by the Contracting Parties under the 
title Third .&port on the Discriminatory Application of Import Restrictions, Incorporating a 
.&port on the Consultations in 1952 on the Continuance of Discrimination, Sales No.: GATTI 
1952-5, Geneva, 1952. 

17 Liberia withdrew from the General Agreement on June 13, 1953. 
18 On April 22, 1953, the United Kingdom announced that it was relaxing the import 

restrictions it originally imposed to safeguard its balance-of-payments position on November 
7, 1951, January 29, 1952, and March 11, 1952. 
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previously in force-under the trade-liberalization program of the Organi
zation for European Economic Cooperation (OEEC)-by reestablishing 
licensing requirements for all imports from members of the European 
Payments Union (EPU). Meanwhile, certain European countries in
tensified their restrictions on dollar imports, in order to cope with the 
deterioration in their payments positions; the impact of the additional 
restrictions, however, fell more heavily on imports from other soft-cur
rency countries than on imports from dollar sources. However, some 
OEEC countries that maintained discriminatory restrictions extended 
their liberalization of trade with other EPU countries in 1952. In this 
group were Germany, Italy, the Netherlands, Norway, and Sweden. 

During 19S2 Australia extended import restrictions to imports from all 
supplying countries,19 and New Zealand applied stricter criteria in con
sidering applications for dollar-import licenses. Ceylon, Pakistan, and 
the Union of South Africa tightened their import restrictions during 1952, 
and Southern Rhodesia eased them somewhat. Brazil and Chile also 
experienced payments difficulties and tightened their import controls in 
1952. 

One section of the report discussed the trade aspects of discriminatory 
policies. Attention was directed to the incidental effects of import 
restrictions and to their possible effects on price and cost structures of 
different countries, as well as to the effect of rising import prices in 
aggravating overall balance-of-payments difficulties. The report noted 
that discriminatory quantitative restrictions could not be regarded as 
providing a satisfactory solution to balance-of-payments difficulties. At 
most, they can prevent further · deterioration in a country's reserve 
position pending adoption of fundamental corrective action; if they are 
maintained for long periods they may add to balance-of-payments 
difficulties and perpetuate them. 

Procedures for report and consultation in 1953 under article XIV: 1 (g) 

Paragraph 1 (g) of article XIV of the General Agreement requires the 
Contracting Parties to report annually on any discriminatory action still 
being taken by the contracting parties under its provisions. Beginning 
in 1952, it also requires countries that continue to discriminate under 
certain provisions of article XIV to consult with the Contracting Parties. 

At the Seventh Session the Contracting Parties adopted procedures for 
preparing the fourth annual report on discrimination and for conducting 

lD On February 16, 1953, the Australian Government announced that it had relaxed 
import restrictions pertaining to nondollar imports (except those from Japan). These ne.,;. 
regulations became effective on April 1, 1953. The Australian Government noted that 
when this easing of import restrictions was added to those made within the past year, the 
total relaxation would be equivalent to a 25-percent increase in the rate of fl.ow of imports. 
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consultations in 1953.20 A new questionnaire, which was a revision of 
an earlier questionnaire used in preparing the first three annual reports· 
on the discriminatory application of import restrictions, was prepared on 
the basis of experience at the Seventh Session and takes into account the 
new emphasis in the consultations there on the trade aspects of import 
restnct10ns. The questions are intended to distinguish more clearly the 
actions that might impair the regular channels of trade and damage the 
commercial interests of other contracting parties, and the actions taken 
to avoid the incidental protective effects of quantitative restrictions. 
The Executive Secretary was authorized to prepare a draft of the fourth 
annual report on the basis of replies to the questionnaire . 
. The Contracting Parties proposed that the procedures for conducting 

the 1953 consultations be the same as those in 1952. They advised 
governments taking action under article XIV to initiate their 1953 con
sultations in March of that year, and instructed the Executive Secretary 
to inform the Contracting Parties and the International Monetary Fund, 
at the end of March 1953, of the governments that had initiated con
sultations. It was felt that the consultations could be more effectively 
carried out if, before the opening of the Eighth Session, the International 
Monetary Fund would make available to the Contracting Parties the 
results of its own 1953 consultations with the same governments, made 
pursuant to article XIV of the Fund's Articles of Agreement. 

In April 1953 the Executive Secretary notified the Contracting Parties 
that the following 7 countries were prepared to consult under article XIV: 
1 (g): Australia, Ceylon, Italy, New Zealand, Southern Rhodesia, the 
Union of South Africa, and the United Kingdom. 

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 shall 
enter into a special exchange agreement with the Contracting Parties. 
This article is designed to insure that exchange manipulations by con
tracting parties will not nullify or impair tariff concessions and the e:ffec
tiveness of the rules relating to quantitative restrictions.21 

20 For earlier reports, see Contracting Parties to the General Agreement on Tariffs and 
Trade, The Use of Quantitative Restrictions f or Protective and other Commercial Purpos.es, 
Sales No.: GAIT/1950-3, Geneva, 1950; First Report on the Discri.minatqry Application of 
Import Restrictions, March 1950, Sales No.: GAIT/1950-1, Geneva, 1950; The Use of 
Quantitative Import Restrictions to Safeguard Balances of Payments: Incorporating the Second 
Report on the Discriminatory Application of lmpor.t Restrictions, October 1951, Sales No.: 
GAIT/1951-2, Geneva, 1951; and Third Report on the Discriminatory Application of Import 
Restrictions, lncorpo11ating a Report on the Consultations in 1952 on the Continuance of Dis
crimination, Sales No.: GAIT/1952-5, Geneva, 1952. . 

21 See Operation of the Trade Agreements Program reports as follows: First report, pt. 2, 
p. 50; fourth report, p. 42; and fifth report, ch. 2. 
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Operation of agreements with Germany, Haiti, and Indonesia 

Procedural arrangements made at the Fifth Session of the Contracting 
Parties provided that, should a question requiring action by the Con
tracting Parties arise under a special exchange agreement at a time when 
they are not in session, the Chairman of the Contracting Parties will 
consult with, and seek determinations from, the International Monetary 
Fund. The following discussion deals with the actions taken between 
the Sixth and Seventh Sessions, pursuant to these arrangements, regarding 
the special exchange agreements that the Contracting Parties had with 
the Federal Republic of Germany, with Haiti, and with Indonesia. 

The Federal Republic of Germany accepted a special exchange agree
ment on June 24, 1952, and the agreement entered into force on July 24. 
However, on August 14, 1952, the Government of the Federal Republic 
signed the Articles of Agreement of the International Monetary Fund, 
and consequently the special exchange agreement was terminated on 
that date. 

At the Sixth, Session the International Monetary Fund reported that 
Haiti d'id not maintain any restrictions on payments and transfers, and 
that therefore no communication had been sent to that country regarding 
the initiation of consultations, as provided for in article XI of the special 
exchange agreement. On March 12, 1952, however, the Fund addressed 
an inquiry to Haiti regarding its exchange system and other related 
matters. A reply was received by the Fund on October 7, 1952, but no 
new information was furnished. The Fund's own investigation noted 
that Haiti maintains no restrictions on payments and transfers. 

As Indonesia was then availing itself of the transitional arrangements 
under its special exchange agreement, the Contracting Parties advised 
Indonesia on January 25, 1952, that, if it still retained any restrictions on 
current payments that were inconsistent with its special agreement, it 
should enter into consultations with the International Monetary Fund. 
The Indonesian Government advised the Fund on March 26, 1952, that 
it desired to initiate such consultations, but could not make suitable 
arrangements for holding the meeting. On September 10, 1952, the 
Board of Governors of the Fund approved membership in the Fund for 
the Republic of Indonesia, under specified terms and conditions which 
that country might accept at any time up to March 16,1953. In view of 
these circumstances, the ·Fund postponed consultations with Indonesia 
for the time being. As of June 30, however, Indonesia had not become 
a member of the International Monetary Fund. 

Reports and consultations under article XI of the special exchange agreements 

At their Sixth Session the Contracting Parties arranged to prepare 
their 1952 report on payments restrictions still in fo rce, as required by 
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paragraph 3 of article XI of the special exchange agreements.22 The 
Contracting Parties requested the International Monetary Fund to submit 
statements to them outlining the restrictions on payments and transfers 
maintained by Haiti and Indonesia. These statements were submitted 
to the Contracting Parties by the Fund on October 13, 1952. The state
ment on Haiti indicated that, except for customs duties and the regulation 
of trade in certain commodities, Haiti maintained no exchange controls 
and that payments and transfers abroad might be made freely. The 
statement on Indonesia noted that that country continued to maintain 
restrictions on payments and transfers for current international transac
tions and continued to operate a multiple-exchange-rate system. 

The Contracting Parties at the Sixth Session also arranged for con
sultations that any signatory to a special exchange agreement might 
initiate on the further retention of exchange restrictions beyond March 1, 
1952. The Fund agreed to participate in such consultations and to submit 
to the Contracting Parties a report and, where appropriate, any deter
minations it might make. The results of these consultations were dis
.cussed in the preceding section of this report. 

Implementation.of provisions of article XV: 6, of the General Agreement u 

After the close of the Sixth Session of the Contracting Parties, Burma 
and the Federal Republic of Germany became members of the Interna
tional Monetary Fund. Burma acceded to the Fund on January 3, 1952, 
and the Federal Republic of Germany, on August 14, 1952. 

The special exchange agreements then remaining in force were those 
with Haiti and Indonesia. At its annual meeting in 1952, however, the 
International Monetary Fund approved the terms and conditions of 
membership in the Fund for these two countries, which they might accept 
at any time up to March 16, 1953. Haiti became a member of the Fund 
on September 8, 1953; Indonesia had not joined the Fund by June 30, 
1953. 

Subsidies (Art. XVI): United States Subsidy on Exports of 
Sultanas 

Article XVI provides that if any contracting party grants or maintains 
any subsidy, including any form of income or price support, which oper
ates directly or indirectly to increase exports or to reduce imports, it must 
notify the Contracting Parties in writing of the extent and nature of the 
subsidization. In any case in which it is determined that a subsidy 

22 See General Agreement on Tariffs and Trade: Basic Instruments and Selected Documents, 
vol. II, pp. 121 and 122. 

23 Under par. 6 of art. XV of the General Agreement, a contracting party that is not a 
member of the International Monetary Fund is required either to become a member of the 
.Fund or to enter into a special exchange agreement with the Contracting Parties. 
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seriously prejudices the interests of any other contracting party, the con
tracting party which grants the subsidy must discuss, with the other 
contracting party or parties concerned, or with the Contracting Parties, 
the possibility of limiting the subsidi;zation. 

At the Seventh Session of the Contracting Parties Greece declared 
that it had been injured by the United States export subsidy on a type 
of· raisin known as sultanas, since the subsidy tended to lower the export 
price of that commodity. The Greek representative pointed out that as 
a result of United States subsidization of its domestic production of 
sultanas since 1949, Greece-a country with few exportable products
was losing its traditional markets for that product. He indicated further 
that, besides the loss of foreign · exchange resulting from lower export 
prices, the Greek economy was burdened by the necessity of Govern
ment support -to domestic producers. The estimated loss to the Greek 
economy in 1952 due to these. two factors was placed at 8.6 million dollars. 
This, Greece claimed, was a substantial loss for it, inasmuch as sultanas 
and currants represent 8 percent of the value of total exports of all its '-. 
products, 40 percent of the value of its total exports of raisins, and 35 per
cent of the value of its total production of raisins. 

The United States Delegation pointed out that the purpose of the 
United States export-subsidy program for sultanas and other raisins was 
to· assist United States producers to sell a portion of their crop in certain 
traditional markets abroad, where dollar shortages were making such 
marketing difficult, and to enable United States producers to obtain a 
reasonable return on their product. The United States contended that 
the subsidy merely helped to maintain traditional export markets for 
United States producers and had not increased the proportion of United 
States trade in sultanas, or expanded its domestic production. The 
United States Delegation stated further that the particular item under 
discussion merely focused attention on the larger problem which faced 
all the contracting parties-that of recon~iling internal agricultural 
policy with external trade policy. The United States agreed, however, 
to discuss the matter, as provided for in articles XVI and XXII of the 
General Agreement. Preliminary bilateral discussions were begun with 
interested countries, but because of the limited data available it was not 
possible to conclude the consultations at the Seventh Session. The 
Contracting Parties, therefore, decided to retain the item on the agenda 
and to continue the discussion of it a t the Eighth Session. 

Quantitative Restrictions for Economic Development (Art. 
' · · " XVIII): Protective 'Measures Imposed by Ceylon 

".Article XVIII of the General Agreement, as it was amended at Geneva in 
l94S, p~rmits contracting parties to maintain-for purposes of economi.c 
development or reconstruction-any nondiscriminatory, nontar~ff pro-
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tective 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 develo{'ment or reconstruction of particular industries or 
branches of agriculture. These measures may involve release from a 
negotiated commitment, release from obligations under a general pro
vision of the agreement, or release from 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 restriction meets certain specified standards.24 

Ceylon is one of the contracting parties that has been authorized to 
maintain or impose temporary measures restricting imports under article 
XVIII. At their Third Session, held at Annecy from April to August 
1949, the Contracting Parties permitted Ceylon to place in effect its 
Industrial Products Act No. 18 of 1949. This law was designed to 
facilitate the sale of certain local industrial products by regulating the 
importation of like· commodities. 

At the Seventh Session, Ceylon requested that the Contracting Parties 
grant it authority under paragraph 7 of article XVIII to add the following 
four additional commodities to the list for which a release had already 
been granted: Towels and toweling, rubber footwear, cotton banians 
(loose shirts, gowns, or jackets), and dried fish. On the basis of the report 
of the working party that examined the request, the Contracting Parties 
granted Ceylon the authority to regulate imports of these four commodi
ties. 

Emergency Action (Art. XIX): Modification by the United 
States of It~ Concession on Dried Figs 

Article XIX of the General Agreement provides that if, as a result of 
unforeseen developments and of obligations incurred by a contracting 
party under the agreement, " any product is being imported into the 
territory of that contrac.ting party in such increased quantities and under 
such conditions as to cause or threaten serious injury to domestic pro
ducers 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. 

At the Seventh Session of the Contracting Parties, Greece and Turkey 
indicated that their export trade had been injured by United States 
~ction under article X IX, which increased the United States import 

24 See Operation of the Trad.e Agreements Program (second report), pp. 24 and 25. 

306049-54-4 
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duty on dried figs above the rate negotiated with Greece at Annecy and 
with Turkey at Torquay.25 The increase in the United States duty was 
from 2~ to 4% cents per pound. 

The United States Delegation discussed this matter with the two 
interested contracting parties. Agreement was reached with Turkey on 
a series of provisional withdrawals that permitted that country to increase 
duties on certain United States products imported. into .that country. 
Included in the list were iron furniture, desks, cabinets, office machinery, 
milling and other machinery, and refrigerators. The Turkish Delegation 
stated that these modifications in import duties would be effective only 
for the period during which the United States continues to apply the 
increased duty on dried figs. The Government of Turkey sub.sequently 
advised the Contracting Parties that the modification of concessions on 
United States imports into Turkey would become effective on February 
23, 1953. 

The Greek Delegation, on the other hand, felt that withdrawal of 
concessions granted to the United States would not benefit Greece. It 
therefore requested the United States, to consider the possibility of making 
compensatory concessions to offset the withdrawal of its concession on 
dried figs. The United States agreed to study the trade of the two 
countries to determine whether there were items on which the United 
States might possibly make such compensatory concessions to Greece. 
As of June 30, 1953, no final action had been taken on the issue. 

The United States Delegation reported that it was the intention of 
the United States, expressed by the President when he announced the 
increase in the duty on dried figs, to reexamine the need for this increase 
whenever circumstances justify, and not later than before the next fig
marketing season. The results of such review, to be undertaken by the 
United States Tariff Commission, would be considered at the Eighth 
Session. The Turkish Government, however, felt that the only satisfac
tory solution to the problem would be restoration of the concession. 
It therefore reserved the right to ask the Contracting Parties, in the event 
that review by the United States Government should not lead to restora
tion of the Torquay concession, to consider whether the original action 
of the United States was consistent with the provisions of article XIX of 
the General Agreement. 

In a communication received by the Contracting Parties on March 18, 
1953, the United States Government stated that, at the direction of the 
President, the United States Tariff Commission had instituted a supple
mental investigation on March 10 to determine whether, and if so to what 

25 The Presidential proclamation increasing the duty was issued on August 16, 1952. 
See United States Tariff Commission, Figs,_ Dried: Report to the President (1952) on the 
Escape-Clause Investigation; Report to th:e President (1953) on the Investigation Under Execu
tive Order 10401, Rept. No. 188, 2d ser., 1953. 
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extent, the modification in the tariff concession on dried figs remains 
necessary in order to prevent or remedy serious injury or the threat 
thereof to the domestic industry. The President's request for this review 
was in accordance with the assurance given by the United States Delega
tion to the Seventh Session of the Contracting Parties that the United 
States would review the escape-clause action on dried figs as soon as 
possible. 

On June 5, 1953, the Tariff Commission made public the results of its 
investigation on dried figs. It found that retention of the modification 
of the concession on imports of dried figs granted at Torquay was neces
sary in order to prevent serious injury to the domestic industry. In 
accordance with the finding of the Commission, the President directed 
that the modification in the rate of duty be continued w_ithout change. 
The President fµrther directed the Commission to keep the situation 
under review and to notify him of any new developments. 

Nullification and Impairment of Benefits (Art. XXIll) 

Article XXIII of the General Agreement recognizes that benefits 
which are intended to accrue to contracting parties may be nullified or 
impaired by failure of some contracting party to carry out its obligations 
under the agreement, or even by some action of a con_tracting party that 
does not breach a specific provision of the agreement. Accordingly, 
article XXIII provides that any contracting party which considers that 
the benefits it derives from the agreement have been impaired may make 
representations to the other contracting party (or parties) concerned. 
Any contracting party thus approached must give sympathetic considera
tion to the representations or proposals thus made. If a satisfactory ad
justment cannot be reached by the contracting parties directly concerned, 
the matter may be referred to the Contracting Parties acting as a group. 
In serious circumstances, the Contrac;ting Parties by majority vote may 
authorize one or more of the cont racting parties to suspend the applica
tion to any other contracting party or parties of such obligations or con
cessions as may be considered appropriate. 

United States restrictions on imports of dairy products 

At the Sixth Session of the Contracting Parties~ the representatives 
of Denmark and the Netherlands, supported by the delegates of Australia, 
Canada, France, Italy, New Zealand, and Norway, complained that the 
restrictions on imports introduced by the United States on August 9, 
1951, under section 104 of the Defense Production Act of 1950, had nulli
fied or impaired, within the meaning of article XXIII, concessions granted 

26 See the section on quantitative restrictions under the Defense Production Act of 1950, 
in ch. 5 of this report . See also Operation of the Trade Agreements Program (fifth report), 
ch. 2. 
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by the United States. They also maintained that these import restric
tions on dairy products constituted an infringement of article XI, which 
provides for the elimination of quantitative import restrictions. In view 
of the efforts of the executive branch of the United States Government 
to have section 104 repealed, however, the Contracting Parties agreed to 
leave the matter on the agenda. 

When the Defense Production Act was renewed on June 30, i952, 
section 104 was retained with certain amendments-. The revised section 
authorized increases of up to 15 percent in the quotas established for each 
type or variety of a. commodity or product, whenever it was 'deemed 
necessary, taking into consideration the broad effects upon international 
trade. The following three standards for determining the need for 
imposition of the controls were retained: (1) The impairment or reduction 
of domestic production below present production levels, (2) the interference 
with the orderly domestic storing and marketing of such products, and 
(3) the imposition of any unnecessary burden or expenditures under any 
Government price-support program. Subsequetitly, on July 3, 1952, 
pursuant to the amended section 104, the United States· made several 
changes in the application of import restrictions on dairy products, which 
changes had the effect of moderating their severity. 

At the Seventh Session of the Contracting Parties, Canada, Denmark, 
the Netherlands, and New Zealand stated that their export trade in 
dairy products continued to be adversely affected by United States import 
quotas, and stated that maintenance of the restrictions by the United 
States under section 104 constituted an infringement of the General 
Agreement. In a resolution adopted October 28, 1952, the Contracting 
Parties agreed that by not repealing section 104 the United States was 
still infringing its obligations under the General Agreement. They noted 
further that several delegations had reserved their rights under paragraph 
2 of article XXIII to take compensatory action if the United States 
restrictions were not lifted, and recommended that the United States 
Government continue its efforts to secure the repeal of section 104 as the 
only satisfactory solution of the problem. Meanwhile the item was left 
on the agenda and the United States was requested to report to the 
Contracting Parties not later than the opening of the Eighth Session 
what action it had taken. The Contracting Parties agreed that if, in the 
xp.eantime, one or more countries desired to take retaliatory action under 
article XXIII, a special session of the Contracting Parties would be 
required to consider whether the contemplated action was justifiable 
under the General Agreement. 

The Netherlands Government, however, requested permission to take 
compensatory action at once under paragraph 2 of article XXIII. It 
proposed that the Contracting ·Parties permit it to restrict imports of_ 
wheat flour from the United States during 1953, in order to compen~ate 
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for the damage suffered by Netherlands exports as a result of the restric
tions imposed by the United States under section 104. The Contracting 
Parties authorized the Netherlands to reduce its imports of wheat flour 
from the United States in 1953 from 72,000 to 60,000 metric tons. The 
Netherlands representative declared, however, that this retaliatory 
measure would be applied only so long as the United States restrictions 
continued in force. 

Section 104 of the United States Defense Production Act of 1950, as 
amended, expired on June 30, 1953. In anticipation of its expiration, 
the President on April 8, 1953, requested the United States Tariff Com
mission to institute an investigation, under the provisions of section 22 
of the Agricultural Adjustment Act, as amended, of the products on 
which import restrictions had been imposed under the provisions of 
section 104. The Tariff Commission instituted its investigation on 
April 10; and on June 1 it made its report to the President, recommending 
the imposition of quotas or fees on certain of such products.27 By procla
mation of June 8, effective July 1, 1953, the President imposed the quotas 
.and fees recommended by the Tariff Commission. These quotas and 
fees are described in chapter 5 of this report. 

Belgian import restrictions on dollar goods 

At the Sixth Session the United States and Canada complained that 
import restrictions imposed by the Belgo-Luxembourg Economic Union 
had damaged their trade and that the matter should be dealt with by 
the Contracting Parties as a departure from obligations under the General 
Agreement.28 After considerable discussion, however, the Contracting 
Parties agreed not to pursue the matter further at the Sixth Session. 
The matter was taken up again by the lntersessional Committee in 
February 1952, at which time a working party was appointed to consider 
the problem. The lntersessional Committee agreed to postpone study 
of the matter until the International Monetary Fund could make available 
information on the consultation which it was to hold with Belgium under 
.article XIV of the Fund's Articles of Agreement. 

In considering the Belgian dollar-import restrictions at the Seventh 
Session, the Contracting Parties had before them the materials prepared 
by the Fund as a result of its consultation with Belgium. The Belgian 
Government informed the Contracting Parties that it was slowly return
ing t~ a regime free of quantitative restrictions, and that it proposed as a 
nrst step the institution of measures relaxing its restrictions on dollar 
imports. Specifically, according to the Belgian Government, it intended 

27 U. S. Tariff Commission, Specified Manufactured Dairy Products, Flaxseed and Linseed 
Oil, Peanuts and Peanut Oil, Tung Nuts and Tung Oil: Report to the President Under Section 
22 of the Agricultural Adjustment Act, as Amended, and Proclamation of the President, June 
1953 (processed). 

2s See Operation of the Trade Agreements Program (fifth report), ch. 2. 
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to increase the number of items on its free list; to unify the two lists that 
provide respectively for prior approval and prohibition, so that licenses 
for products not on the free list would be examined on their merits; and 
to pursue a more liberal policy with respect to dutiable imports. . 

The representatives of the United States and Canada expressed their 
satisfaction with the Belgian proposals and agreed that no useful purpose 
would be served by exploring the problem further at the Seventh Session. 
The French representative, however, pointed out that the measures of 
increased liberalization taken by Belgium with regard to imports from the 
dollar area might involve the risk of a subsequent deterioration in the 
balance-of-payments position of other European countries, particularly 
with the dollar area. This view was also taken by the representatives 
of Italy and the Netherlands. In their comments on the French state
ment, the United States and Canadian delegates expressed concern that 
joint arrangements by Western European countries might discourage 
Belgium from relaxing its import restrictions consistent with its obliga
tions under the General Agreement. The matter was not discussed 
further, but the Contracting Parties noted the actions that the Belgian 
Government had taken and agreed to await a detailed report on them. 

On February 4, 1953, the Belgian Delegation notified the Contracting 
Parties that, effective February 1, Belgium had introduced new measures 
relaxing its import restrictions. One list (list A) included commodities 
that might be imported without restriction even though they were payable 
in dollars. The items on this list included those which accounted for 
68 to 70 percent of th~ total value of dollar imports of the Belgo-Luxem
bourg Economic Union during the first 6 months of 1951. During the 
corresponding period just before the new measures were initiated, items 
that were then permitted entry without restriction accounted for only 25 
percent of the Union's dollar imports. The second list (list B) consisted' 
of articles that might be imported only after receipt of prior approval. 
This list included many commodities the importation of which was auto
matically denied under the previously existing system. The Belgian 
Government promised, however, to issue import licenses for commodities 
on list B in as liberal a spirit as possible. 
Belgian family-allowance tax 

Under a law of August 4, 1930, Belgium has in operation a system of 
family allowances (allocations familiales). The system is financed by 
contributions imposed upon Belgian employers. In order to countervail 
these contributions a special tax of 7.5 percent ad valorem is levied on 
products imported by the Belgian Government or by provincial or munic
ipal authorities. Provision is made to exempt from this tax imports from 
countries that require similar contributions by employers, either by law 
or by collective agreements. 

At the Sixth Session, Denmark and Norway informed the Contracting 
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Parties that they had requested Belgium to · exempt imports from their 
respective countries from the family-allowance tax, as it had already 
exempted imports from certain other contracting parties. As a basis for 
their request they cited their own social legislation, which they stated is 
not less costly o~ less advanced than the corresponding Belgian legislation. 
The Contracting Parties considered that the element of discrimination 
was not in conformity with article 1 of the General Agreement but, at 
the request of the Belgian represefltative, granted a delay. 

At the Seventh Session, the Belgian representative stated that there 
had been no change in the situation, but that his government was prepar
ing a new draft law on the subject of the special import tax, for submission 
to the Belgian Parliament. Austria and Germany, although not parties 
to the complaint against Belgium, called attention to the discriminatory 
nature of the Belgian import charge. A panel formed to investigate the 
complaint concluded that the Belgian family-allowance tax was incon
sistent with the provisions of the General Agreement. The Contracting 
Parties, therefore, recommended that Belgium adopt measures to remove 
the discrimination, and requested the Belgian Government to report, 
before the opening of the Eighth Session, on the &teps it had taken. 

Discrimination against Norwegian sardines by the Federal Republic of 
Germany 

At the Seventh Session of the Contracting Parties, the Norwegian 
Government complained that the Federal Republic of Germany was dis
criminating in three different ways against the importation of Norwegian 
or brisling sardines (Clupea sprattus and Clupea harmgus) and in favor of 
Portuguese sardines (Clupea pi"lchardus). The discriminatory measures 
related to customs duties, internal taxes, and the exclusion of Norwegian 
sardines from the free list liberalizing German imports under the trade
liberalization scheme of the Organization for European Economic Coopera
tion. Norway claimed that these discriminatory measures were incon
sistent with paragraph 1 of article I and paragraph 1 of article XIII of 
the General Agreement, which provide for most-favored-nation treatment 
and nondiscriminatory application of quantitative restrictions on the im
portation of "like products" from .other countries. The Norwegian 
Government regarded these measures as an impairment of the concession 
it had received at Torquay and as a nullification of benefits within t he 
terms of article XXIII of the General Agreement. 

The Norwegian complaint was based on the assumption that the two 
varieties of Norwegian sardines and the on~ variety of Portuguese sardines 
were "like products" 29 within the terms of articles I and XIII of the 

29 T he panel investigating the complaint noted that the General Agreement made a dis
tinction between " like products" and "directly competitive or subst itutable products" and 
that the most-favored-nation-treatment clause in t he General Agreement was limited to 
"like products." However, the panel made no attempt to define "like products." 
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General Agreement and also on the assumption that, in the negotiations 
at Torquay, the two parties had agreed, expressly or tacitly, to treat these 
various types of sardines as if they were "like products" for purposes of 
the General Agreement. 

After examining the problem, the Contracting Parties concluded that, 
although the measures that the Federal Republic of Germany had taken 
were not . inconsistent with the provisions of the General Agreement, 
nevertheless the value of the tariff concessions that Norway had obtained 
from the Federal Republic at Torquay had been impaired. The Con
tracting Parties recommended that the Federal Republic of Germany 
consider ways of removing any inequality of treatment accorded Nor
wegian sardines and other types of sardines, and consult with Norway on 
the results of its exploration. Both countries accepted this recommenda
tion and agreed to report to the Contracting Parties on the matter at the 
Eighth Session. 

Pakistan export fee on raw jute 

At the Seventh Session the Government of India notified the Con
tracting Parties that, beginning on July 1, 1952, Pakistan had imposed 
an export-license fee on shipments of raw jute to India, which fee it did 
not impose on exports of raw jute to other countries. In addition, 
Pakistan levied export duties on raw jute according to the type of pack· 
ing.30 The Indian Delegation contended that both measures were con
trary to article I of the General Agreement, since they discriminated only 
against India. The Government of India, therefore, proposed to invoke 
the provisions of article XXIII, and requested that the complaint be 
placed on the agenda. The Pakistan Delegation, however, stated that 
it had not received instructions which would enable it to discuss the matter 
at the Seventh Session. The Contracting Parties therefore postponed 
discussion of the matter but took note of the complaint by India against 
Pakistan. The Contracting Parties indicated that, if the Government 
of India desired, the substance of the complaint would be considered by 
the Intersessional Committee and, if necessary, by the Contracting 
Parties at a later session. 

At the meeting of the Intersessional Committee in February 1953, the 
Committee noted that certain suggestions made by the Chairman of the 
Contracting Parties had been accepted by the Governments of India and 
Pakistan as a basis for discussion. The Committee, therefore, recom
mended that the two parties consult with each other on the basis of these 
suggestions and report to the Chairman of the Contracting Parties by 
March 10, 1953. Should the issue not be settled by that time, the Chair-

so Fees on raw jute in standard packing were lower than fees on raw jute in loose or inferior 
packing. Since most raw jute in loose or inferior packing is exported to India, the export 
duty fell mainly on exports to India. 
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man was authorized by the Contracting Parties to take whatever steps 
he deemed appropriate to deal with the situation. 

As a result of consultations held by the Governments of India and 
Pakistan, based on suggestions made to them by the Chairman of the 
Contracting. Parties, Pakistan agreed to remove the license fee on exports 
of raw jute to India, effective March 25, 1953, and to reduce the export 
duty on jute in loose or inferior packing to the same level as the export 
duty on jute in standard packing. India, on the other hand, agreed to 
reduce the price of coal exported to Pakistan to a par with prices charged 
Indian consumers. The price of coal exported to Pakistan had thitherto 
been higher than the price charged in India. In view of this agreement, 
which represented a mutually satisfactory adjustment of the dispute, the 
Government of India advised the Contracting Parties that it would not 
be necessary for the Contracting Parties to take any further action on 
India's complaint. 

Customs Unions and Free-Trade Areas (Art. XXIV) 

Article XXIV of the General Agreement exempts from the most
favored-nation principle the trade between countries forming a customs 
union or having a free-trade area or entering into an interim agreement 
preparatory to forming such union or area. The agreements entered 
into must fulfill certain conditions and must be expected to achieve the 
desired results within a reasonable time. 
South Africa-Southern Rhodesia customs union 

At their Sixth Session the Contracting Parties noted that, in accordance 
with their Declaration of May 18, 1949, the Union of South Africa and 
Southern Rhodesia had agreed to submit, not later than July 1, 1952, a 
report on the progress they had made toward the application of a uniform 
tariff on imports from other contracting parties. In addition to this 
report the two countries had also agreed, as set forth in the declarati0n, 
to furnish annual reports of the Southern Africa Customs Union Council; 
to submit, by July 1, 1954, a definite plan and schedule for completion of 
the customs union; and to complete the customs union not later than 
April 1, 1959. 

The progress report, which was submitted to the Seventh Session of the 
Contracting Parties, noted that after the Customs Union (Interim) 
Agreement became effective on April 1, 1949, the customs administrations 
of the two governments had reached agreement on the establishment of 
uniform regulations and practices. Except for this agreement and the 
removal of the duty on one item, no progress had been made toward 
eliminating import duties on trade between the two countries. The two 
governments reported, however, that in the last 2 years they had made 
progress in realining the tariffs of the two countries and in establishing 
a uniform tariff nomenclature. 
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Nicaragua-El Salvador free-trade area 

At their Sixth Session the Contracting Parties examined the treaty 
concluded by Nicaragua and El Salvador for the establishment of a free
t.rade area.31 The treaty became effective on August 21, 1951. In 
accordance with the provisions of paragraph 10 of article XXIV, the 
Contracting Parties decided that the Government of Nicaragua is entitled 
to claim the benefits of those provisions of article XXIV which relate to 
the establishment of free-trade areas. They also accepted Nicaragua's 
proposal that it submit to them annual reports on the action it takes 
under certain articles of the treaty which authorize the imposition of 
quantitative restrictions on specified imports. 

In its first annual report, Nicaragua noted that it had not imposed 
quantitative restrictions on the importation of any Salvadoran product, 
but that El Salvador }lad been obliged to place a temporary prohibition 
on the importation · of maize from Nicaragua, because of a persistent 
decline in the domestic price of that product. Both governments agreed 
that this measure conformed to the provisions of the treaty, which con
tained special reservations as to the importation of maize. 

In noting this report the Contracting Parties requested that in future 
reports Nicaragua furnish more detailed statistics on the operation of 
the free-trade area, reporting all changes in rates of duty that apply to 
products originating in the territories of other contracting parties, as 
well as other foreign-trade data. 

TARIFFS AND TARIFF NEGOTIATIONS 

Report of Working Party on Reduction of Tariff Levels 

The working party on the reduction of tariff levels was established by 
the Contracting Parties at Torquay in April 1951 to study proposals 
submitted by the Benelux countries relating to disparities in the level of 
European tariffs.32 At their Sixth Session the Contracting Parties ex
tended the life of the working party when, on September 19, 1951, the 
French Government presented a new proposal for a general reduction of 
tariffs. Under the French plan, tariffs would be lowered by 30 percent 
in three yearly stages of 10 percent. The French plan differed somewhat 
from the plan presented by the Benelux countries, which was essentially 
directed toward a leveling of European tariffs. 

Early in 1952 a subgroup of the working party met to examine the 
technical aspects of the French plan. The report of the subgroup enabled 

31 See Operation of the Trade Agreements Program (fifth report), ch. 2. Nicaragua is a 
contracting party to the General Agreement; El Salvador is not. 

as See Operati~n of the Trade ,1greements Program (fifth report) , ch. 2. Until it was re
named, the committee was called t he i~tersessional working party on disparity of European 
t ariffs. 
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the working party to consider the French proposal in its more general 
aspects. The working party was then able to consider whether the main 
features of the French plan would have to be adjusted to take into account 
disparities between social and economic conditions in different countries. 

As a result of discussions, the French Delegation submitted new pro
posals amending and supplementing the original plan. The new proposals 
attempted to synthesize the points raised during the previous discussions. 
The report of the working party stated that much work still remained 
before a specific plan would be available for consideration. The Con
tracting Parties noted the progress made toward resolving many of the 
problems arising from the plan and instructed the working party to 
continue its study, taking into account the new proposals submitted by 
t he French Delegation. 

On February 12, 1952, the Council of Europe submitted to the Con
tracting Parties a recommendation it had adopted on the lowering of 
tariff barriers in Europe. The Council requested the Contracting 
Parties to appoint a panel of customs experts to study the workability of 
its proposal. The plan was based on three principles: a maximum ad 
valorem rate for all customs duties; special tariff ceilings for raw materials, 
unfinished goods, finished goods, and food products; and freedom for all 
countries to join the plan. The plan was considered-separately from 
the French plan-by a group of customs experts appointed by the Con
tracting Parties on October 17, 1952. The experts' report dealt only 
with the technical aspects of the plan and refrained from discussing 
matters pertaining tq economic policy. The experts' report was trans
mitted to the Council of Europe by the Contracting Parties. 

Application of Japan for Accession to the General Agreement 

On July 18, 1952, Japan notified the Contracting Parties that it desired 
to negotiate for accession to the General Agreement on Tariffs and Trade. 
Such negotiations may be undertaken under the special procedure ap
proved at the Sixth Session for conducting intersessional tariff negotiations 
between a country that wishes to accede to ·the General Agreement and 
those contracting parties that wish to negotiate with it.83 Several con
tracting parties suggested that, because of the importance of Japan in 
international trade, the application be examined at a session of the 
Contracting Parties. 

At the Seventh Session the problems raised by the Japanese application 
were discussed with Japanese representatives-who attended the Seventh 
Session as observers-and several contracting parties. Among the items 
considered were Japan's import tariff, its system of exchange controls 
and import licensing, its measures for safeguarding foreign industrial 

33 See Operation of the Trade Agreements Program (fifth report), ch. 2. 
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property, its measures to prevent unfair c0mpetition, its labor and other 
social legislation, and the price levels of Japanese commodities. Some 
contracting parties indicated that they might enter into bilateral tariff 
negotiations with Japan immediately, with a view to incorporating the 
results of such negotiations into subsequent multilateral negotiations 
directed toward Japanese accession to the General Agreement. The 
Contracting Parties approved a resolution recognizing that Japan should 
take its rightful place in the community of trading nations and should be 
admitted to appropriate international organizations. They also directed 
the ad hoc Committee for Agenda and Intersessional Business to make 
a detailed examination of questions pertaining to Japan's accession to 
the General Agreement. 

The Intersessional Committee met at Geneva from February 2 to 
February 13, 1953, to consider the conditions under which Japan might 
accede to the General Agreement. The meetings of the Committee were 
attended by observers representing various contracting parties, inter
national organizations, and the Government of Japan. Although the 
discussions in the Committee involved no commitments by contracting 
parties, various issues pertaining to the application of Japan were clarified. 
The Committee also drew up a report-to be submitted to the individual 
contracting parties-giving the results of its discussions. 

The individual contracting parties felt that Japan should be permitted 
to accede to the General Agreement with the same rights and privileges 
as any other contracting party. Several contracting parties, however, 
felt that safeguards should be provided to prevent a sudden flooding of 
certain markets with Japanese good,s ·which would tend to produce 
violent disruption of trading conditions w.ith serious adverse repercussions 
for large sectors of production in the impo:rting countries. The Com
mittee examined the safeguards provided in the General Agreement to 
cope with such .possible situations, and considered whether the safeguards 
thus provided would - afford protection to the commercial interests of 
contracting parties in the event of violent disruption of international 
trading conditions. 

The ensuing discussion revolved about the adequacy and applicability, 
to the circumstances envisaged, of article XIX and article XXIII of the 
General Agreement. Article XIX provides for emergency action in 
circumstances causing or threatening serious injury, and article XXIII 
provides that the Contracting Parties may relieve a country from certain 
of its obligations under the. General Agreement in a situation in which a 
concession granted by another contracting party has been nullified or 
impaired. Some contracting parties felt that, since any action taken 
under article XIX must be nondiscriminatory in character, the trade of 
third countries, which was in no way responsible for the situation, would 
be adversely affected. There would thus be a serious danger that this 
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action would lead to a general increase in tariffs and other trade barriers. 
To meet this objection, the Committee considered the possibility of 
amending article XIX. The contracting parties, however, felt that such 
an amendment would involve a radical departure from the basic principles 
of the General Agreement in that it would authorize discriminatory action 
on a unilateral basis. It was felt that the situation envisaged could be 
dealt with under the procedures of article XXIII, which provide for 
relief from obligations under the General Agreement with the approval 
of the Contracting Parties. Since the General Agreement permits dis- . 
criminatory action under article XXIII, it was felt that there was no 
justification for authorizing discrimination in the application of article 
XIX. 

The Committee also considered whether the procedures under article 
XXIII would operate quickly enough to meet emergency situations. 
For such contingencies, the Committee suggested that the Contracting 
Parties adopt an emergency procedure. Under this procedure, if the 
Contracting Parties failed within 30 days to decide whether emergency 
action was necessary and, if so, what measures might appropriately be 
taken, the country that had resorted to the provisions of article XXIII 
would be free to act, pending a decision by the Contracting Parties. A 
proposed declaration that the situation envisaged would fall within the 
provisions of article XXIII was drawn up for submission to the Con
tracting Parties. 

The Intersessional Committee also considered the question of the timing 
of tariff negotiations that might be undertaken with a view to Japan's 
accession. to the General Agreement. The Committee felt it could not 
make any specific recomm_endations on this point. The Committee 
observed that several contracting parties had indicated that the accession 
of Japan could not be isolated from other major tariff issues that would 
have to be considered before the end of 1953. These issues included the 
desirability of further tariff negotiations between the present contracting 
parties, and the extension of the assured life of the tariff concessions 
agreed upon at Geneva, Annecy, and Torquay. A substantial majority 
of the Committee felt that the adjustments in trade that would follow 
the accession of Japan to the General Agreement could be more eaiiily 
made in conditions of expandio.g world trade, and that. these adjustments 
could be facilitated by another round of negotiations directed toward a 
general lowering of'tariff barriers by major trading countries. While the 
linking of these various problems to the negotiations with Japan might 
delay negotiations with that country, the Committee felt that the delay 
would not be substantial and would oe more than compensated for by the 
additional advantages that would be derived from the wider scope of the 
contemplated general tariff negotiations. 

The Committee's report was transmitted to the various contracting 
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parties with a view to arriving at decisions-at a special session-as to 
the conditions under which Japan's accession could be accomplished, and 
as to the nature and timing of the tariff negotiations. 

Article XXVIII Negotiations Between Cuba and the United 
States 

Article XXVIII of the General Agreement originally provided that 
contracting parties might modify their scliedules of concessions after 

· January 1, 1951, without joint action by the Contracting Parties. Com
mencing with that date, any contracting 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 con
tracting party with which the concession was originally negotiated. It 
was also required to consult with other contracting parties having a sub
stantial interest in the concession. In such negotiations, provision might 
be made for compensatory adjustments with respect to other products. 
The Torquay Protocol amended article XXVIII by changing from 
January 1, 1951, to January 1, 1954, the date after which adjustments 
might be made without joint action by the Contracting Parties. Thus 
the Geneva and Annecy concessions .were bound at Torquay for an 
additional 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 equiva
lent to those withdrawn from them. 

At Torquay, the United States and Cuba did not exchange new or addi
tional tariff concessions. Cuba did, however, negotiate under article 
:XXVIII of the General Agreement to modify certain concessions it had 
granted to the United States at Geneva in 1947.a. . Pursuant to its article 
:XXVIII negotiations, Cuba increased its duties on categories of imports 
from the United States which in 1949 were valued at 29.7 million dollars. 
Cuba granted to the United States compensatory concessions on United 
States exports to Cuba; export items to which these concessions apply 
were valued at 30.7 million dollars in 1949. 

At the Seventh Session both the United States and Cuba stated that 
they had not completed their article :XXVIII negotiations, and asked the 
Contracting Parties to extend, to the opening date of the Eighth Session, 
September 17, 1953, the time limit for completing them. A resolution 
adopted by the Contracting Parties extended the time limit as requested. 

H See Opefation of the Trade Agreements Program (fifth report), ch. 3; Operation of the 
Tfade Agreements Program (fourth report), pp. 99-102. 
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Interconference Tariff Negotiations Betwe~n Austria and the 
Federal Republic of Germany 

At their Sixth Session, the Contracting Parties established rules for 
interconference tariff negotiations between two or more contracting 
parties that wish to negotiate with each other and to incorporate the 
results of the negotiations into the General Agreement.34 

Under the rules thus established, tariff negotiations between Austria · 
and the Federal Republic of Germany began at Geneva on October 15, 
1952, and were completed at Innsbruck, Austria, on November 22, 1952. 
A Second Protocol of Supplementary Concessions was drawn up in ac
cordance with the model protocol that the Contracting Parties had ap
proved at the Sixth Session.38 The agreement reached relates to con
cessions which supplement those the two countries negotiated in 1951 at 
Torquay. The protocol remained open for signature at the headquarters 
of the United Nations until May 22, 1953: However, the Government 
of the Federal Republic of Germany notified the Contracting Parties that, 
since it was unable to obtain the necessary authority from the legislature 
to enable it to sign the protocol, it requested an extension of the time limit 
to August l. The Government of Austria also agreed to the extension, 
and one was granted by the Secretary-General of the United Nations to 
August 1, 1953. The Second Protocol of Supplementary Concessions 
was signed by both governments on July 31, 1953, and entered into force 
on August 30, 1953. 

Interconference Tariff Negotiations Between Belgium (Belgian 
Congo and Ruanda-lJrundi) and the Federal Republic of 
Germany 

On January 8 and February 2, 1953, the Belgian Government notified 
the Contracting Parties that it intended to enter into tariff negotiations 
with the Federal Republic of Germany on behalf of the Belgian Congo 
and Ruanda-Urundi, using the special procedures adopted at the Sixth 
Session.37 • 

Request lists were exchanged and negotiations began at Bonn, Germany, 
on March 2, 1953. In view of certain difficulties that arose in the course 
of the negotiations, however, the two governments decided to conclude 
a provisional bilateral agreement which would be valid for 6 months, but 
also decided to incorporate the concessions in their respective schedules 

16 See Operation of the Trade Agr.eements Program (fifth report), ch. 2. 
10 See Contracting Parties to the General Agreement on Tariffs and Trade, Basic Inmv

ments and Selected Documents, vol. I: Text of the Agreement and Other Instruments and 
Procedures, Geneva, 1952, pp. 117- 119. 

17 See Operation of the T,-ade Agreetnents Program (fifth report), ch. 2. See also Contract
ing Parties to the General Agreement on Tariffs and Trade, Basic Instruments and Selected 
Documents, vol. I: Text of the Agreement and Other Instruments and Procedures, Geneva, 
1952, p. 116. 
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of the General Agreement as soon as circumstances permitted. The 
concessions exchanged will be extended to all other contracting parties 
when the bilateral agreement has been ratified by the two governments. 

ADMINISTRATION OF THE AGREEMENT 

Continuation of Ad Hoc Committee for Agenda and Interses
sional Business and Arrangement for Eighth Session of the 
Contracting Parties 

At their Sixth Session the Contracting Parties established the ad hoc 
Committee for Agenda and Intersessional Business, to deal with matters 
that might require prompt action between the Sixth and Seventh Sessions 
of the' Contracting Parties. Between the Sixth and Seventh Sessions the 
Intersessional Committee held several meetings at which 'it discussed the 
modification of import restrictions by certain contracting parties; it also 
drew up the agenda for the Seventh Session.88 At the Seventh Session 
the Contracting Parties agreed that the Interses.sional Committee would 
continue to function during the period between the Seventh and Eighth 
Sessions. The lntersessional Committee consists of representatives of 
the following countries: Australia, Belgium, Brazil, Canada, Chile, Cuba, 
Denmark, France, the Federal Republic of Germany, India, Italy, Paki
stan, the Union of South Africa, the United Kingdom, and the United 
States. 

Duties assigned to the Intersessional Committee included preparation 
of the agenda for the Eighth Session of the Contracting Parties and 
consideration of any urgent business that might arise between the Seventh 
and Eighth Sessions. The Contracting Parties referred to the Committee, 
for discussion, the application of Japan for accession to the General 
Agreement. Also the Committee was authorized to carry out any con
sultations under articles XII and XIV (deferred at the Seventh Session) 
which could conveniently be held before the Eighth Session. The Con
tracting Parties also directed the Committee to continue its study of the 
reduction of tariff levels and to consider any applications submitted by 
contracting partie·s relating to new measures they had adopted under 
article XVIII of the General Agreement. Intersessional working parties 
were set up to consider the application of Japan for accession to the 
General Agreement, matters arising u.nder article XVIII, and matters 
relating to the reduction of tariff levels. The last two working parties 
were in existence at the intersessional meetings held in " 1952 and were 

11 See Operation of the Trade Agreements Program (fifth report), ch. 2. For the functions 
and responsibilities of the Intersessional Committee, see Contracting Parties to the General 
Agreement on Tariffs and Trade, Basic Instruments and Selected Documents, vol. 1: Text of 
the Agreement and Other Instruments and Procedures, Geneva, 1952, pars. (a), (b), and 
(c), pp. 102 and 103; and vol. II: Decisions, Declarations, Resolutions, Rulings and Reports, 
Geneva, 1952, pp. 206-208. 
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reappointed by the Contracting Parties to continue their work between 
the Seventh and Eighth Sessions. 

At the Seventh Session, the Contracting Parties agreed that the Eighth 
Session would be held at Geneva, beginning September 17, 1953. 

Status of Protocols and Schedules 
Extension of time for signature of Torquay Protocol 

By the terms of the Torquay Protocol, the last day for signature of that 
document was to be October 21, 1951. At their Seventh Session, the 
Contracting Parties granted further extensions of time for signature of 
the Torquay Protocol. Brazil and Nicaragua were granted until Decem
ber 31, 1952, and the Republic of the Philippines and Korea, until May 
21, 1953. Uruguay, which had not yet signed the Annecy and Torquay 
Protocols, was given until April 30, 1953, to sign both protocols. On 
June 15, 1953, Uruguay received a further extension until October 30, 
1953. 

Subsequently the Contracting Parties granted Brazil a furtherextension 
of time until February 28, 1953. Meanwhile, the Government of Brazil 
signed the Torquay Protocol on February 19, 1953. Accordingly, 
schedule III, which embodies Brazil's tariff concessions, entered into 
force on March 21, 1953. 

On December 29, 1952, the Government of Nicaragua notified the 
Secretary-General of the United Nations of its decision to denounce the 
Annecy Protocol to the General Agreement and to withdraw from the 
General Agreement, effective February 27, 1953. On January 17, 1953, 
however, Nicaragua informed the Executive Secretary of the Contracting 
Parties that it wished to withdraw its previous denunciation of the 
General Agreement. Instead, it requested an extension of time to sign 
the Torquay Protocol. The Contracting Parties extended the time limit 
for Nicaragua's signature to June 30, 1953. Nicaragua signed the 
Torquay Protocol on June 30. 

As of June 30, 1953, Korea and the Philippines had not yet signed the 
required protocols before the expiration of the respective time limits. 
Chile signed the Torquay Protocol on September 24, 1952, and its schedule 
{VII) entered into force on October 24, 1952. 

Rectification of schedules 

The report of the working party on rectification of schedules stated 
that before the Seventh Session the only major change in the schedules of 
concessions was the adjustment of the Geneva and Torquay schedules of 
the Belgian Congo and Ruanda-Urundi to conform with the Brussels 
Nomenclature. Additional rectifications of a minor nature were made 
in the following schedules: Benelux (schedule II), India (schedule XII), 
the Union of South Africa (schedule XVIII), the United Kingdom 

306549- 04- 5 
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,(schedule XIX), Denmark (schedule XXII), and the Federal Republic 
of Germany (schedule XXXIII). The working party drew up the 
.$~.cond Protocol of Rectifications and Modifications to the texts of the 
schedules of the General Agreement on Tariffs and Trade, which incorpo
rated the above-mentioned changes. This protocol was opened for 
signature on November 8, 1952; on that date 13 contracting parties 
signed it.89 

Granting of legal status to consolidated schedules 

·: At the Seventh Session the Federal Republic of Germany suggested 
'that the Contracting Parties consider the granting of legal status to the 
consolidated schedules in order to provide an authentic text of the 
~chedules of tariff concessions embodied in the Geneva, Annecy, and 
~orquay Protocols.to The working party which considered the German 
proposal felt that there were practical and legal _objections to it, and 
/?Oncluded that it would not be feasible to accord legal status to the 
consolidated schedules. It suggested, however, that the Secretariat 
keep the consolidated schedules on a current basis by publishing-upon 
receipt of notification from the contracting party involved-any changes 
resulting from protocols of rectifications and modifications, from new 
concessions, or from withdrawals, or any other alterations. In case of 
disputes between contracting parties, reference can then be made to the 
authentic text. 

Publication of Annual Report 

In each of the years 1949, 1950, and 1952 the Secretariat of the Interim 
Commission for 'the International Trade Organization, at the request of 
the Contracting Parties, published a progress report on the operation of 
the General Agreement.41 The Executive Secretary, at the Seventh 

·; 39 As· of June 30, 1953, the First Protocol of Rectifications and Modifications was not yet 
in effect; it still required the signature of Austria. The Fifth Protocol of Rectifications 
w~nt into effect on June 30, 1953, when Nicaragua signed the Torquay Protocol. T.he 
earlier protocols of rectifications have been signed by all the contracting parties, and there
fore have gone into effect. 

•o See Contracting Parties to the General Agreement on Tariffs and Trade, General Agree
ment 011 Tariffs and Trade: Consolidated Schedules of Tariff Concessions (5 vols.), GAIT/ 
CP/133, Sales No.: GAIT/1952-1, Geneva, 1952. 

41 The following reports were published by the Interim Commission or by the General 
Agreement Secretariat, at the request of the Contracting Parties to the General Agreement 
on Tariffs and Trade: The Attack on Trade Barriers: A Progress Report on the Operation of 
the General Agreement on Tariffs and Trade frqm January 1948 to August 1949, Geneva, 
l949; Liberating World Trade: Second Report on the Operation of the General Agr~ement on 
Tariffs and Trade, June 1950, Sales No.: GAIT/1950-2, Geneva, 1950; CATT in Action: 
Third ·Report on the Operation of the General Agreement on Tariffs and Trade, J anuary 1952, 
Sales No.: GAIT/1952-2, Geneva, 1952; and International Trade, 1952, Sales No.: GAIT/ 
1953-'2, Geneva, 1953. The Contracting Parties also publish a monthly record of news 
re.por~ on items related to the operation of the General Agreement, under the title Inter
naiio~al Trade News Bulletin. 
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Session, proposed that a report be published in 1953, and annu~lly there
after. He suggested that the proposed report consist of three parts. 
Part I would contain a general description of the developments in inter
national trade during the period under review; part II would describe the 
measures relating to international trade adopted by governments during 
the same period; and part III would give an account of the activities of 
the Contracting Parties. After discussion of the proposal, the Con
tracting Parties agreed to publish such a report. 

Financial Statement and Budget Estimates 

At their Seventh Session, the Contracting Parties adopted the report 
of the working party on the budget. The budget estimate proposed for 
1953 was $353,650, compared with $397,493 for 1952 and $403,283 for 
1951. The 1953 budget is to be financed by contributions from the 
contracting parties, the contributions to be computed on the basis of 
shares of total trade accounted for by each of the contracting parties. 
Under this system the largest contributions are those by the United 
States ($60,000), the United Kingdom ($60,000), France ($21,000), and 
Canada OH5,000). 

Relations With the United Nations 

At their $ixth Session the Contracting Parties considered the question 
of their relations with the United Nations. They instructed the Execu
tive Secretary to consult with the Secretary-General of the United 
Nations as to suggested improvements in these relations and to report 
at the Seventh Session. 

In his report at the Seventh Session, the Executive Secret ary pointed 
out that arrangements between the Secretariat of the Interim Commission 
of the International Trade Organization and the Secretariat of the 
United Nations had existed for some time. These arrangements de~lt 
with the exchange of information, mutual consultation, and tec.hnical 
cooperation in studies, as well as in administrative and financial matters. 
The Executive Secretary felt that, inasmuch as these arrangements had 
proved to be satisfactory, there was no need to change them. 

OTHER DEVELOPMENTS 

Report of Working Par y on European Coal and Steel 
Community 

On April 18, 1951, Belgium, France, the Federal Republic of Germany, 
Italy, Luxembourg, and the Netherlands concluded a treaty constituting 
the European Coal and Steel Community, and a convention containing 
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certain transitional arrangements. The treaty became effective July 23, 
1952. The six participating countries then requested the Contracting 
Parties to the General Agreement to release them from certain of their 
obligations under the agreement, so as to enable them to fulfill their 
obligations under the treaty. Specifically, they requested release from 
their commitments under article I and article XIII of the General Agree
ment. Article I provides for most-favored-nation treatment, and article 
XIII, for the nondiscriminatory application of quantitative restrictions. 

The representatives of the contracting parties that comprise the Coal 
and Steel Community stated that closer integration of their economies 
resulting from the ~limination of barriers to the free movement of coal 
and steel products would result in an increased supply to outside countries. 
The elimination of barriers would also provide wider 0ppox:tu.nities for the 
sale of products of other contracting parties in the common market. On 
the other hand, some contracting parties outside the Community felt 
that setting up a common market would introduce uncertainties for 
countries which relied on members of the Community for supplies of coal 
and steel, and on the markets of such states as outlets for their exports of 
steel and coal products. Before agreeing to surrender some of their 
rights under the General Agreement, they required assurance that the 
Community would pursue liberal trade policies, and that their vital 
interests would be safeguarded. 

The working party decided, in recognition of the views expressed by 
some contracting parties, to include in its report a statement of principles 
on which the decision to grant the waiver was based. These principles 
included a commitment by the Community to pursue constructive trade 
policies in order to increase supplies of coal and steel; to take account of 
the interests of third countries, both as consumers and as suppliers of coal 
and steel products; to further the development of international trade, and 
to insure that equitable prices will be charged in markets outside the 
Community; to harmonize and eventually to lower their customs duties, 
and to liberalize their other trade regulations as apptied to coal and steel 
products purchased from other contracting parties; and to avoid placing 
unreasonable barriers upon exports to third countries. 

The Contracting Parties adopted the report of the working party, which 
included the decision. to grant the waiver, and transmitted the report to 
the High Authority of the European Coal and Steel Community on 
November 10, 1952. They also permitted the Community to act as a 
single contracting party insofar as coal and steel products are concerned. 
Finally, the Contracting Parties requested the Community to submit 
annual reports to them on the progress made toward the full application 
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of the treaty. These reports are to be submitted until the end of the 
transitional period.42 

Report of Woi;king Party on Resolutions of the International 
Chamber of Commerce 

At its Thirteenth Congress, held in Lisbon in June 1951, the Interna
tional Chamber of Commerce adopted certain resolutions on the reduction 
of trade barriers. These resolutions, which were subsequently submitted 
to the Contracting Parties, dealt with customs treatment of commercial 
samples and advertising materials, documentary requirements, consular 
formalities, valuation of goods for customs purposes, nationality of manu
factured goods, and formalities connected with quantitative restrictions. 

At the Sixth Session of the Contracting Parties a working party was 
set up to examine these resolutions. The working party drafted an inter
national convention to facilitate the importation of commercial samples 
and advertising material, and also drafted recommendations on consular 
formalities and recommendations on documentary requirements for the 
importation of goods. The draft convention and the two draft recom
mendations were circulated among the contracting parties and the repre
sentatives of the International Chamber of Commerce. As a result of 
the working party's report, the Contracting Parties adopted the text of 
the draft convention to facilitate the importation of samples and adver
tising material, a code of standard practices relating to the documentar}' 
requirements for the importation of goods, a code of standard practices 
relating to consular formalities, and a resolution regarding the application 
of import- and export-licensing restrict.ions in the case of existing con
tracts. The working party also continued its studies of the valuation 
and nationality of imported goods, with a view to further consideration 
of these matters at a later session. 

International Convention To Facilitate the Importation of ·Commercial 
Samples and Advertising Material 

The Contracting Parties adopted the text of this convention and 
opened it for signature on February 1, 1953. The convention w~s to 
remain open for signature until June 30, 1953, after which time new acces
sions might be made by depositing an instrnment of accession with the 

' 2 The convention, which contains the transitional arrangements, states that "The tran
sition period shall begin on the date on which the common market is created and shall end at 
the expiration of a period of five years following the creation of the common market for 
coal." The single market for coal (as well as for iron ore and scrap iron) was established on 
February 10, 1953. The single market for steel was established on May 1, 1953. See 
European Coal and Steel Community, Treaty Constituting the European Coal and Steel 
Community and Convention Containing the Transitional Proflisions, 1951. 
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Secretary-General of the United Nations. The convention shall come 
into force when it has been signed by 15 governments. As of June 30, 
only Belgium, the Federal Republic of Germany, Greece, Sweden, the 
United Kingdom, and the United States had signed the convention. The 
most important provisions of the convention (1) allow samples of negligible 
v;alue to be imported free of duty; (2) allow samples of value to be im
ported free of duty on a temporary basis, subject to deposit of security; 
(3) allow specified types of advertising material, including advertising 
films, to be.imported free of duty; and (4) exempt samples and advertising 
material, with certain exceptions, from import prohibitions and quota 
restrictions. Provision is also made for the settlement of disputes be
tween the 'contracting parties by negotiation or by arbitration. 

Standard Practices for Documentary Requirements for the Importation of 
Goods 

The Contractirig Parties recommended that import data that are re
quired for customs or other governmental purposes be limited to transport 
documents (bills of lading and consignment notes) and commercial 
invoices, ac:companied where necessary by packing lists. However, in 
certain circumstances other documents, such as certificates of origin, 
freight or insurance certificates, consular invoices, and sanitary certif
icates, may ·be reqtJired. The Contracting Parties made certa.in other· 
recommendations aimed at further reducing documentary requirements 
for imported goods, and suggested that the various contracting parties 
report, m>t later than August 1, 1954, on the steps they have taken to 
bring their practices into conformity with the recommendations. 

Standard Practices for Consular Formalities 

The Contracting Parties recommended that the requirement of consular 
invoices and consular visas be abolished by December 31, 1956. Pending 
the abolition of consular invoices and consular visas, it recommended that 
governments progressively reduce the incidence of consular fees. For· 
this purpose the Contracting Parties proposed a set of rules that govern
riients should follow in the · interim period. These rules provide, arriong 
other thing·s, that consular invoices or consular visas should not be te
tjuired for consignments of goods of an invoice value not exceeding 100 
United States dollars or the equivalent in other currencies. Provision 
was also mll,de for certification by alternative authorities if there is no 
consular representative in the exporting country. The Contracting 
Parties reque&ted that not later than September 1 of each year individual 
contracting parties report the steps they have taken toward the abolition 
of consular formalities. 

Formalities connected with quantitative restrictions 

After the Lisbon Conference of the International Chamber of Commerce 
in 1951, various contracting parties intensified their import restrictions. 
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The International Chamber of Commerce therefore submitted a resohitioni 
dealing with quantitative restrictions, entitled "Sanctity of Contracts.'" 
This resolution recommended that contracting parties take into accoun't! 
bona fide orders placed before the announcement of trade restrictions. 
The working party agreed that although it is difficult to draw up precise 
rules to cover this point, such bona fide cases deserve the fullest consider
ation. On the basis of this recommendation the Contracting Parties 
adopted a resolution requesting contracting parties to permit the importa .. 
tion or exportation of goods covered by firm and legitimate contracts. 
concluded before such contracting parties announce new or · intensified 
quantitative restrictions. 

Valuation of goods for customs purposes 

The International Chamber of Commerce resolution on this subject 
urged a simplification and standardization of methods for establishing the' 
value of goods for customs purposes. It suggested that valuation ofgoods' 
for customs purposes be based on the following 4 principles: (1) Systems 
of valuation should not be employed as a means of increasing protection;· 
(2) primary consideration should be given to invoice prices in determining' 
dutiable value; (3) regulations should state clearly and fully the basis of 
dutiable value; and (4) internal duties or taxes from which exported 
goods are exempt should not be included in the dutiable value. :The: 
International Chamber of Commerce further suggested that the Co~j 
tracting Parties investigate the possibility of drawing up a standard' 
definition of valuation of goods for customs purposes, applicable to all' 
countries. The Contracting Parties noted that 3 of the 4 principles were 
already embodied in article VII of the General Agreement and proposea1 

that individual contracting parties submit reports not later than June 11'. 

1953, indicating the steps they have taken to give effect to the principles• 
of valuation in article VII. They also agreed that they would consi9e't 
any new proposals on the subject of valuation at a later session . . Bf 
June 1, 22 countries had submitted such reports. 

. I 
Nationality of imported goods . , 

The International Chamber of Commerce recommended that the, 
Contracting Parties adopt a common definition of nationality of manu
factured goods. The working party felt that drafting of such a definition, 
required more detailed knowledge of the principles underlying natiop.~l 
legislation and of the implementation of these principles. Accordingly,, 
the Contracting Parties recommended that each contracting party submit; 
a statement of its present principles and practices by April 30, 1953. 
They instructed the Secretariat to survey this information, and to keep 
in touch with the European Customs Union Study Group in order to 
keep abreast of any studi~s made by that organization. They also 
invited the International Chamber of Commerce to initiate a similar 
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inquiry among its members to ascertain the nature of the difficulties 
encountered by traders because of the absence of a common definition of 
the nationality of imported goods. 

Nomination of Chairman of the Interim Coordinating 
Committee for International Commodity Arrangements 

In 1947 the $ecretary-General of the United Nations established an 
Interim Coordinating Committee for International Commodity Arrange
ments, as had been proposed in a resolution of the United Nations Eco
nomic and Social Council on March 28, 1947. The Committee consisted 
of a chairman nominated by the Preparatory Committee of the United 
Nations Conference on Trade and Employment; a representative of the 
Food and Agriculture Organization of the United Nations, who was to 
be concerned with agricultural primary commodities; and a person who 
was to be concerned with nonagricultural pri~ary commodities. 

In its Final Act of April 1948 the United Nations Conference on Trade 
and Employment recommended that the Economic and Social Council 
of the United Nations change the composition of the Committee to pro
vide that its chairman be nominated by the Interim Commission for the 
International Trade Organization. This recommendation was adopted 
by the Economic and Social Council on March 3, 1948. On September 
13, 1951, however, the Economic and Social Council recommended that 
the chairman be nominated by the Contracting Parties to the General 
Agreement on Tariffs and Trade. 

On April 18, 1952, the Secretary-General of the United Nations re
quested the Contracting Parties to nominate a chairman for the Com
mittee. On the suggestion of Brazil, Cuba, Indonesia, and the United 
States, the Contracting Parties nominated Sir James Helmore of the 
United Kingdom to serve as chairman until the Contracting Parties could 
make a further nomination at their Eighth Session. Sir James has served 
as chairman of the Committee since its inception in 1947. The Con
tracting Parties also agreed that the nomination for chairman at the 
Eighth Session and thereafter should be for a fixed term of office, the 
duration of which would be determined at that session. 

The activities of the Committee since 1947 have consisted principally 
of preparing yearly statements regarding intergovernmental collaboration 
in the field of commodity problems. On occasion, the Committee has 
advised the Secretary-General of the United Nations on specific problems 
in the field of intergovernmental commodity collaboration. 



Chapter 4 

United States Trade-Agreement Negotia
tions With Venezuela 

HISTORY OF THE NEGOTIATIONS 

On June 18, 1951, the Governments of the United States and Venezuela 
announced their intention to renegotiate the bilateral trade agreement 
that the two countries had concluded in 1939. 

In accordance with United States trade agreements procedure, the 
Interdepartmental Committee on Trade Agreements on August 29, 1951, 
issued formal notice of the United States intention to negotiate with 
Venezuela to supplement and amend the bilateral trade agreement. At 
that time, the Trade Agreements Committee listed the imported com
modities that the United States would consider for possible . concessions 
in those negotiations. It also announced that the negotiations would 
encompass changes in the original schedule of concessions granted by 
Venezuela, as well as changes in the general provisions of the agreement, 
including insertion of an escape clause pursuant to section 6 of the Trade 
Agreements Extension Act of 1951. From October 9 to 13, 1951, the 
Committee for Reciprocity Information held public hearings to receive 
oral statements from interested persons on all phases of the proposed 
negotiations. 

As required by section 3 (the "peril point" provision) of the Trade 
Agreements Extension Act of 1951, the President on August 29, 1951, 
transmitted to the Tariff Commission the list of imported articles to be 
considered in the negotiations with Venezuela, and requested the Com
mission to conduct the required peril-point investigation. The Com
mission instituted its investigation the same day. From October 2 
through October 4, 1951, it held a public hearing to give interested parties 

·an opportunity to present their views on the concessions that might be 
granted by the United States. The Commission submitted its peril
point report to the President on December 27, 1951. 

In preparing for the negotiations with Venezuela, the United States 
interdepartmental trade agreements organization followed its usual 
procedures. At the request of the Trade Agreements Committee, the 
Tariff Commission submitted tariff, trade, and other data on articles 
imported into the United States from Venezuela. The Department of 
Commerce submitted corresponding information on products exported 
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from the United States to Venezuela. On the basis of these and other 
data, including information presented to the Committee for R eciprocity 
Information, the Trade Agreements Committee made its recommendations 
to the President on the concessions that should be offered and requested 
in the negotiations.1 

Negotiations between the United States and Venezuela began .at 
Caracas on April 18, 1952; they were transferred to Washington on July 
16, 1952. The supplementary trade agreement between the United 
States and Venezuela was signed at Caracas on August 28, 1952, and its 
provisions became effective on October 11, 1952. 

The "peril point" provision of the Trade Agreements Extension Act of 
1951 requires that if the President enters into a trade agreement which 
provides for greater reductions in duty than the Tariff Commission 
specified in its report, or which fails to provide for additional import 
restrictions specified in the Commission's report, he must transmit to 
the Congress a copy of the agreement, identifying the articles involved 
and stating his reasons for not conforming to the Commission's findings. 
Promptly thereafter, the Commission must send to the Congress copies 
of those portions of its peril-point report that deal with the articles 
'identified by the President. 
· On August 29, 1952, the day after the supplementary trade agreement 
with Venezuela was signed, the President sent a message to the Secretary 
of the Senate and the Clerk of the House of Representatives, calling 
attention to the Commission's peril-point findings on certain petroleum 
products and to the concession that the United States had granted in the 
supplementary agreement on those products. In the Commission's 
peril-point report, 3 Commission_yrs found that the peril point for crude 
petroleum, tOpP.ed crude petroleum, and fuel oil derived from petroleum 
was an import-excise tax of X cent per gallon; the other 3 Commissioners 
found that the peril point for those prodl!lcts was the then existing tariff 
quota and rates 'of tax-X cent per gallon on imports within the quota 
ai:J.d. ~ cent per gallon on imports in excess of the quota. 2 The supple
mentary trade agreement with Venezuela provides for an import-excise 
tax of ~ cent per gallon on those products testing under 25 degrees API 
(American Petroleum Institute rating), and X cent per gallon on those 
products testing 25 degrees API or more. Thus, for part of the United 
States imports of the petroleum products involved (that testing under 
~5 degrees API), the excise tax provided for in the supplementary agree-

1 For a detailed discussion of the procedures followed by the trade agreements organiza· 
tion in preparing for negotiations, see Operation of the Trade Agreements Program (fourth 
report), ch. 4. 

I 
· J The tariff quota, for the three commodities combined, was equal for each year to 5 

perceht of the quantity of crude processed in domestic refineries during the preceding 
calendar year. · 
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ment is less than the lowest rate found to be the peril point by either 
group· of Commissioners. 

On September 2, 1952, the Tariff Commission sent to the House Com
mittee on Ways and Means and to the Senate Committee on Finance 
copies of the portions of its peril-point report dealing with crude petro
leum, topped crude petroleum, and fuel oil derived from petroleum. 

CONCESSIONS GRANTED BY THE UNITED STATES 

United States impox:ts from Venezuela and United States exports to 
that country differ markedly. Whereas United States exports to Vene
zuela consist of a wide variety of agricultural and industrial ~ommodities, 
imports from Venezuela comprise relatively few products. Two prod
ucts-crude petroleum and fuel oil-accounted for nine-tenths of the 
total value of United States imports from Venezuela in 1950, and two 
others-coffee and cocoa beans-accounted for most of the remainder. 

United States imports for consumption from Venezuela in 1950 were 
valued ~t 319.9 million dollars. As modified by the supplementary 
agreement of 1952, the United States-Venezuela trade agreement now 
provides for concessions by the United States to Venezuela on products 
included in 37 statistical import classes. United States imports of these 
commodities from Venezuela amounted to 315.2 million dollars in 1950, 
or about 98 percent of total United States imports from Venezuela in that 
year. Inasmuch as the United States had granted concessions in the 
1939 agreement on the major commodities it imports from Venezuela, 
the trade coverage of the United States concessions in the original agree
ment was virtually the same as that in the amended agreement. 

The concessions· that the United States granted to Venezuela in the 
amended trade agreement may be divided into two groups: (1) Conces
sions granted in the supplementary agreement of 1952, some of which are 

• on items that had previously been included in the schedule of United 
States concessions in the 1939 agreement, and (2) concessions granted by 
the United States in the 1939 trade agreement which were continued un
changed. 

United States imports of commodities on which it granted concessions 
to Venezuela in the supplementary agreement were valued at 175.1 million 
dollars in 1950-56 percent of total imports of all concession items in the 
amended agreement. By far the most important concession made by the 
United States in the supplementary agreement was that on crude petro
leum, topped crude petroleum, and fuel oil derived from petroleum. These 
products are free of duty under the Tariff Act of 1930, but are subject to 
an import-excise tax under the Revenue Act of 1932. The supplementary 
agreement provides for an import-excise tax of ~ cent per gallon on im
ports of the three products testing under 25 degrees API and X cent per 
gallon on imports of the products testing 25 degrees API or more. The 
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1939 trade agreement with Venezuela had provided for an annual tariff_ 
quota for crude petroleum, topped crude petroleum, and fuel oil derived 
from petroleum equal to 5 percent of the quantity of crude processed in 
domestic refineries during the preceding calendar year; imports of the 
three products within the tariff quota were dutiable at X cent per gallon, 
and those in excess of the quota were dutiable at % cent per gallon.8 

Total United States dutiable imports from Venezuela of crude petroleum, 
topped crude petroleum, and fuel oil derived from petroleum were valued 
.at 287.3 million dollars in 1950. Based on import statistics for that year, 
however, that part of the imports of the three pr~ducts which is subject 
to a reduced import-excise tax under the concession in the supplementary 
agreement was valued at an estimated 175 million dollars; this amount 
accounts for nearly all of the total imports in 1950 of United States con
cession items in the supplementary agreement. 

In the supplementary agreement, the United States also bound the 
duty-free status of, or bound the existing duties (or import-excise taxes) 
on, iron ore, pig iron, granular or sponge iron, and a number of petroleum 
derivatives (such as petroleum asphalt, naphtha, kerosene, and gasoline). 
None of these products had been the subject of United States concessions 
in the 1939 agreement with Venezuela; most of them, however, were 
already covered .by similar concessions granted by the United States in 
the General Agreement on Tariffs and Trade. Except for solid petroleum 
asphalt, of which United States imports from Venezuela were valued at 
$75,000 in 1950, the United States imported none of these products from 
Venezuela in 1950} 

Except for the concession on crude petroleum, topped crude petroleum, 
and fuel oil derived from petroleum, which was modified by the supple
mentary agreement, the concessions granted by the United States in the 
1939 trade aigreement with Venezuela were continued unchanged in the 
amended agreement. United States imports from Venezuela of com- • 
modities covered by these concessions amounted to 140 million dollars 
in 1950, or about 44 percent of total imports of all concession items in the 
amended agreement. This amount includes estimated imports of crude 
petroleum, topped crude petroleum, and fuel oil derived from petroleum 
on which the import-excise tax was not reduced as a result of the conces
sion granted by the United States in the supplementary agreement. In 
terms of the amount of trade involved, the other major commodities 
covered by United States concessions in the 1939 agreement-in the order 

•During the period January 30, 1943, to January 1, 1951, the import-excise tax applicable 
to crude petroleum, topped crude petroleum, and fuel oil derived from petroleum was ~ cent 
per gallon (without quota restrictions), pursuant to the provisions of the bilateral trade 
agreement with Mexico. 

'In subsequent years, United States imports of iron ore from Venezuela have become 
substantial; in 1952 they amounted to 14.6 million dollars. 
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of their importance-include coffee, cocoa beans, fuel oil for supplies of 
vessels and aircraft, tonka beans, and gutta balata. 

CONCESSIONS OBTAINED BY THE UNITED STATES 

Because Venezuelan import statistics for receµt years are not available, 
the data used in the following analysis of the concessions obtained by the 
United States in the supplementary trade agreement with Venezuela are 
those for United States exports to Venezuela in 1950. Most of the 
Venezuelan tariff items cannot be correlated precisely with United States 
statistical export classes . For some items, United States export classi
fications are broader than the Venezuelan classifications to which the 
c;oncession applies; for others, the opposite is true. For these reasons, 
the statistical data in this section, though adequate for purposes at hand, 
should not be regarded as accurately measuring the value of the trade to 
which Venezuelan concessions applied. 

United States exports to Venezuela in 1950 were valued at 389.4 million 
dollars. In the Venezuelan trade agreement, as modified by the supple
mentary agreement, the United States obtained concessions on 179 iteffi:s 
in the Venezuelan tariff. United States exports of commodities included 
i.n these tariff items (as qualified above) amounted to 239.9 million dollars 
in 1950, or 62 percent of total United States exports to Venezuela in that 
year. In the 1939 trade agreement, the United States had obtained con
cessions from Venezuela on 96 tariff items; United States exports of 
products included in those items totaled 140.3 million dollars in 1950, 
or 26 percent of United States exports to Venezuela. Thus, under the 
supplementary agreement the trade to which the Venezuelan •conces.sions 
t? the United States applied was almost twice as high as under the 1939 
agreement. 

As shown in table 1, the concessions granted by Venezuela to the 
United States in the amended trade agreement may be divided broadly 
into two groups: (1) Concessions granted by Venezuela in the supple
mentary trade- ag,i;eement, some of which are on tariff items that had 
previously been included in the schedule of Venezuelan concessions in 
the original trade agreement, and (2) concessions granted by Venezuela 
in the 1939 trade agreement which are continued unchanged. 6 

United States exports to Venezuela of commodities covered by Venezue
lan c9ncessions in the supplementary trade agreement amounted to 145.7 
million dollars in 1950, or 61 percent of total exports of all concession 

5 As required by Venezuelan law, the concessions granted by Venezuela in the 1939 trade 
agreement that were not modified or withdrawn in the negotiations are nevertheless included 
in the Venezuelan schedule of concessions in the supplementary trade agreement. For 
clarity of analysis, however, the discussion above differentiates between those concessions 
and the concessions obtained by the United States for the first time in the supplementary 
agreement. 
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items in the amended trade agreement. As measured by the value of the 
trade to which they apply, about three-fourths of those concessions were 
on tariff items that had not been covered by the 1939 trade agreement, 
and about one-fourth involved the modification df concessions made by 
Venezuela in· the earlier agreement. 

TABLE 1.-United States exports to Venezuela in 1950: Total, and exports 
of commodities on which Venezuela granted concessions to the United States 
in the 1939 bilateral trade agreement, as modified by the supplementary 
agreement of 1952 

Item Value 
Percent of 

total conces: 
sion items 

1,000 dollar. 
Total United States exports to Venezuela___________________ 389, 357 

Concession items, 1939 agreement as modified by supplemen-
tary agreement---- - - ----------------- - - -------- ------

Concession items, supplementary agreement_ ________ ______ _ 

Reduction of dutY--------------- - ---- - ----- - ---- - -- -25 percent' or less ____________ _______ _____ ____ ___ _ 
26 to 50 percent_ __ ___ _____ _________________ ____ _ 
51 percent or more _______ ______ __ ___ ________ ___ _ 

Binding of duty against increase _____ _____ ____ ____ ____ _ 
Binding of duty-free status---------- - ------- -- ------ -
Other commitments _________ ___ - -- __ ----- - ---- - --- __ _ 

Concession items, 1939 agreement, continued unchanged ____ _ 

Dutiable ______ ---- - - _____ - - -- - -- - -- _____ ---- ___ -- - -
Free of duty _____ - ----- ___ ----- - - - ---- - - - __________ _ 

i=========I======== 
239,877 

145,681 

28,052 
1, 114 

17,079 
9,859 

99,167 
12,068 
6,394 

94, 196 

90,677 
3, 519 

100.0 

60.7 

11. 7 
. 5 

7.1 
4.1 

41. 3 
5.0 
2. 7 

39. 3 

37. 8 
l; 5 

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

The largest group of concessions obtained by the United States in the 
supplementary agreement consists of bindings of rates of duty against 
increase. These bindings apply to articles that accounted for United 
States exports to Venezuela valued at 99.2 million dollars in 1950-68 
percent of total exports of Venezuelan concession items in the supple
mentary ' agreement. Some of the bindings relate to items on which 
Venezuela had granted concessions in the 1939 agreement. After the 
negotiation of the earlier agreement, Venezuela had at various times 
unilaterally reduced the rates of duty on several concession items below 
the level specified in its schedule of concessions. The rates on most of 
these items were bound against increase at the lower level in the supple-. 
mentary agreement; United States exports of such items to Venezuela 
were valued at 16. 7 million dollars in 1950-about 17 percent of exports 
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of all concession items on which the rates of duty were bound in · the t 
supplementary agreement. ·, · 1 

1 

Reductions in duty granted by Venezuela in the supplementary agree- • 
ment, most of which were reduc~ions of more than 25 percent from pre.:. • 
viously existing rates, apply to United States exports amounting to 28.o· 
million dollars in 1950, or 19 percent of total exports of concession items · 
in the supplementary agreement. About half of this group of concessions, • 
accounting for United States exports valued at 15.2 million dollars in · 
1950, 'represent reductions in duty on items that had been covered by the • 
Venezuelan schedule of concessions in the 1939 trade agreement. Bind
ings of duty-free treatment granted by Venezuela cover United States 
exports amounting to 12.l million dollars in 1950, or about 8 percent of · 
exports of all concession items in the supplementary agreement. All of 
these bindings of duty-free treatment relate to ~ariff items not included · 
in the 1939 agreement, except for one item which Venezuela had unilater- , 
ally transferred from its dutiable list to its free list after the 1939 agre~- · 
ment was negotiated. 

Other commitments that Venezuela made in the supplementary trade 
agreement apply to United States exports amounting to 6.4 million 
dollars in 1950, or about 5 percent of total exports of concession items 
included in the supplementary agreement. Venezuela had granted the 
United States concessions in the 1939 agreement on all the tariff items 
included in this group. In the supplementary agreement, the United 
States agreed to increases in the specific rates of duty 'applying to these. 
items, and, at the higher levels, Venezuela bound the rates against in-. 
crease. The increases ranged from about 30 percent to more than 300 
percent of the rates specified in the original agreement. If these items• 
classified as "other commitments" had not been included in the supple
mentary agreement, Venezuela would have been free to increase the rates 
of duty on them without limitation as to height. Under the agreement, '. 
however, Venezuela made specific commitments not to increase the rates· 
of duty on the items involved above specified levels. It is in this sense· 
that these commitments are listed as concessions. 

Concessions obtained by the United States in the 1939 trade agreement. 
which were continued unchanged in the amended agreement apply to. 
commodities accounting for United States exports valued at 94.2 million 
dollars in 1950-39 percent of total exports of items covered by the 
amended agreement. Several tariff items on which Venezuela had 
granted concessions in the 1939 agreement, however, are not included in· 
the amended agreement; United States exports ofthese items to Venezuela• 
in 1950 amounted to 7.1 million dollars. · 

The concessions that the United States obtained in the supplementary 
trade agreement with Venezuela apply to a wide variety of agricultu.r;il 
and manufactured products. In terms of the amount of trade involved,, 
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the more important items on which Venezuela granted reductions in 
duty include scientific instruments and apparatus, transformers, airplane 
parts and accessories, generators, special foods for children, galvanized 
sheets, phonographs, and refrigerators. The major products on which 
Venezuela bound the existing duties against increase include barley malt, 
certain fresh fruits, oats, wheat flour, porcelain-coated steel manufac
tures, accessories for phonographs, instruments for the arts and crafts, 
electric lanterns, hydraulic pumps, miscellaneous machinery, electric 
plants and accessories, typewriter .accessories, and motors and engines. 
Impdrtant commodities on which Venezuela bound the duty-free treat
ment include parts for textile machinery, . tractors, and water heaters. 
The: principal products on which Venezuela made other commitments 
include metal furniture, paints, and storage batteries. ' The more im
portant articles on which Venezuela continued unchang'ed the concessions 
it granted in the 1939 agreement include prepared milk, hams, fruit juices, 
cigarettes, ·writing paper, automobiles, and pharmaceutical products. 
The major articles that were covered by the 1939 agreement but not 
included in the amended agreement are hog lard, canned pork, pork 
sausages, and absorbent and medicinal cotton. 

GENERAL PROVISIONS OF THE AGREEMENT 

The supplementary agreement between the United States and Venezuela 
also revised afid supplemented the general provisions . of the 1939 trade 
agreement. The major changes include insertion of the so-called standard 
escape clause in the agreement and modification of those articles in J he 
general provisions that relate to quantitative restrictions, national trea"t" " 
ment of imported products, and customs fees and formalities. 

The Trade Agreements Extension Act of 1951 made it mandatory for 
an escape clause to be included in all trade agreements the United 
States may conclude in the future, and directed the President to insert 
such a clause, as soon as practicable, in all United States trade agreements 
currently in force. The clause must conform to the policy set forth in . 
section 6 (a) of the act. In the supplementary agreement, the United 
States and Venezuela agreed to the insertion of• an escape clause in the 
trade agreement between the two countries. The clause provides that 
if, as a result of unforeseen developments and of the effect of a tariff or 
other concession granted in the agreement, any product is being imported 
in such relatively increased quantities and under such conditions as to 
cause or threaten serious injury to the domestic industry producing like 
or directly competitive products, the country concerned may suspend, 
withdraw, or modify the concession to the extent and for the time neces
sary to prevent or remedy such injury.6 

•See also the section of ch. 5 on reports by the P resident to the Congress on the inclusion 
of escape clauses in trade agreements. 
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Article VI of the 1939 agreement prohibited in general the imposition 
by the United States or Venezuela of quantitative restrictions on products 
covered by their respective schedules of concessions. If "special cir
cumstances" existed, however, either country could impose such restric
tions on any1scheduled product. If, after consultation, the two countries 
could not reach agreement regarding the restriction, the other country 
could then terminate the agreement. As amended by the supplementary 
agreement, article VI prohibits the imposition of quantitative restrictions 
by the United States or Venezuela on any scheduled product, except for 
restrictions on agricultural or fishery products if such restrictions are 
necessary to secure the effective operation of governmental measures 
regulating or controlling the production, market supply, quality, or 
prices of like domestic articles. If consultation between the two coun
tries does not result in agreement regarding the proposed restriction, and 
if the restriction is imposed, the other country may terminate the agree
ment in whole or in part. 

Article V of the origi.nal agreement provides that articles of United 
States or Venezuelan origin imported from either country into the other 
shall not be subject to internal taxes, fees, or charges other than or higher 
than those payable on like articles of national or foreign origin. The 
supplementary agreement adds a new article-V-bis-which extends the 
national-treatment provision to matters other than internal taxation. 
The new article provides that products of United States and Venezuelan 
origin that are covered by the respective schedules of concessions in the 
amended agreement shall be accorded treatment no . less favorable than 
that granted.-to . the like products of national origin with respect to all 
laws, regulations, and requirements affecting their internal sale, purchase, 
transportation, distribution, or use. Commodities procured by govern
ment agencies for government use, however, are exempted from the 
provisions of the new article. 

Article XIII of the 1939 agreement provides, among other things, that 
the United States and Venezuela shall accord the most favorable treat
ment provided by law.with respect to penalties for clerical errors made in 
the documentation of imports from each other. In the supplementary 
agreement, the two countries also recognize the desirability of limiting 
import and export fees (other than customs duties) to the approximate 
cost of the services rendered, as well as the desirability of reducing the 
number and diversity of such fees and of minimizing import and export 
formalities and documentation. 

306549-54-6 
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Chapter 5 

Actions of the ·United States Relating to Its 
Trade Agreements Program 

On June 30, 1953, the United States was a party to trade agreements 
with 42 countries, negotiated under the authority of the Trade Agreements 
Act, as amended and extended. These countries fall into two groups. 

1. The first group consists of 31 countries that were contracting parties 
to the General Agreement on Tariff~ and Trade.1 These countries, to
gether with the dates on which they gave provisional effect to the General 
Agreement, are listed below: 

(a) Countries (19) that acceded :as a result of the negotiations at 
Geneva: 

Country Dau Country Dalt 
Australia'- _______________ _ Jan. 1, 19:48 Indonesia'-------------- -- Feb. 24, 1950 
Belgium 1--- -- ------------ Do. Luxembourg 1 ___ __ ______ __ Jan. 1, 1948 

Brazil 1------------------- July 31, 1948 Netherlands! ___ __________ Do. 
Burma __ -------- __ -------. July 30, 1948 New Zealand _____ _________ July 31, 1948 
Canada 1 _________________ 

Jan. 1, 1948 Norway __ _______ _________ 
July 11, 1948 

Ceylon ___ ____ ____________ July 30, 1948 Pakistan _______________ ___ July 31, 1948 
Chile ________________ - __ _ - Mar. 16, 1949 Southern Rhodesia _________ July 12, 1948 
Cuba 1 

__ ----------------- Jan. 1, 1948 Union of South Africa ______ June 14, 1948 
France 1 ______ ____________ Do. United Kingdom!_. ____ ____ Jan. 1, 1948 
India __________ ___________ 

July · 9, 1948 

(b) Countries (8) that acceded as a result of the negotiations at Annecy: 
Country Date Country Dau 

Denmark ________ _________ May 28, 1950 Haiti 1------------------- Jan. 1, 1950 
Dominican Republic _______ May 19, 1950 Italy _________ __ __________ May 30, 1950 
Finland 1 ____________ , ____ May 25, 1950 Nicaragua ___ _____________ May 28, 1950 
Greece ________ ___________ Mar. 9, · 1950 Sweden 1----------------- Apr. 30, 1950 

1 The bilateral trade agreement previously con~luded with the United States had been 
either suspended or terminated by June 30, 1953. 

' Netherlands negotiated concessions on behalf of the Netherlands Indies at Geneva in 
1947. On February 24, 1950, the United States of Indonesia (now the Republic of Indo
nesia) was recognized as a contracting party to the General Agreement in its own right. 

1 Not including the four countries t.hat had withdrawn from the General Agreement 
before June 30, 1953-the Republic of China, Lebanon, Liberia, and Syria. 

Czechoslovakia acceded to the Genera'! ··Agreement at Geneva and is still a contracting 
party thereto. On September 29, 1951, however, the United States, with the permission 
of the Contracting Parties, suspended all obligations between it and Czechoslovakia under 
the General Agreement; subsequently, effective November 2, 1951, the United States 
suspended the application of trade-agreement concessions to imports from Czechoslovakia. 

75 



76 TRADE AGREEMENTS PROGRAM, SIXTII REPORT 

(c) Countries (4) that acceded as a result of the negotiations at Tor
quay: 

Country Datt I Country Dat• 
Austria _________________ __ Oct. 19, 1951 Peru! ____________________ Oct. 7, 1951 
Federal Republic of Germany Oct. 1, 1951 Turkey 1 ___ __ _____________ Oct. 17, 1951 

1 The bilateral -trade agreement previously concluded with· the United States had been 
either suspended or terminated by June 30, 1953. · 

.; 
2. The second group consists of those U cou.n:tries that had trade 

agreements with the United Stai:es butwere-rrot contracting parties to the 
General Agreement on Tariffs and Trade. These countries, together 
with the effective dates of the respective l;>ilateral trade agreements, are 
as 'follows: 

Country Dat• Country Datt 
Argentina __________________ Nov. 15, 1941 Iran ___ ______ __________ __ June 28, 1944 
Ecuador_ __________ _______ Oct. 23, 1938 Paraguay ____ ______ ____ ___ Apr. 9, 1947 
El Salvador _______________ May 31, 1937 Switzerland ___ ____________ Feb. 15, 1936 
Guatemala ___________ _' ____ June 15, 1936 Uruguay I ________________ Jan. 1, 1943 
Honduras _____________ : ___ Mar. 2, 1936 

Icelan.d------------------- Nov. 19, 1943 

Vl:'.~zuela 2 _______________ Dec. 16, 1939 

1 Uruguay negotiated for accession to the General Agreement at Annecy, and also nego
tiated at Torquay, but had not signed either the Annecy Protocol or the Torquay Protocol 
by June 30, 1953. 

2 A supplementary trade agreement between the United States and Venezuela became 
effective October 11, 1952. 

ENTRY INTO FORCE OF TRADE-AGREEMENT 
CONCESSIONS 

In October 1952 the United States placed in effect the concessions it 
granted to Venezuela in the supplementary trade-agreement negotiations 
with that country, which were concluded in August 1952.2 

On July 1, 1952, the beginning of the period covered by this report, 
three countries with which the United States had concluded negotiations 
for new or additional tariff concessions at either Annecy or Torquay
Brazil, Korea, an-d Uruguay- had not yet signed· the' pertinent protocols. 
On February 19, 1953, Brazil signed the Torquay Protocol to the General 
Agreement; the concessions ' that the United States negotiated initially 
with Brazil at Torquay became effective on March 21, 1953. Korea did 
not sign the Torquay Protocol, and Uruguay did not sign the Annecy 
and Torquay Protocols, by June 30, 1953; the concessions that the United 
States negotiated initially with Korea and Uruguay, therefore, did not 
become effective during the period covered by this report, 

'See ch. 4. 
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WITHDRAWAL OR MODIFiCATION OF TRADE-AGREEMENT 
CONCESSIONS 

Suspension of Application of Trade-Agreement Concessions to 
Imports From Co.mmuniist-Controlled Countries 

Section 5 of the Trade Agreements Extension Act of 1951 requires the 
President, as soon as practicable, to suspend, withdraw, or prevent the 
application of any trade-agreement concession to imports from the Soviet 
Union and from any nation or area dominated or controlled by the foreign 
government or foreign organization controlling the world Communist 
movement. 

As of June 30, 1952, the President had suspended the application of 
reduced rates of duty and import tax established pursuant to any trade 
agreement to imports from the following Communist-controlled countries 
or areas: 3 

Albania 
Bulgaria 
Any part of China which may be under Communist domination or control 
Czechoslovakia 
Estonia 
The Soviet Zone of Germany and the Soviet sector of Berlin 
Associated States of Indochina: 

Any part of Cambodia, Laos, or Vietnam which may be under Com-
munist domination or control 

Any part of Korea which may be under Communist domination or control 
The Kuril Islands 
Latvia 
Lithuania 
Outer Mongolia 
Poland and areas under Polish administration and control 
Rumania 
Southern Sakhalin 
Tannu Tuva 
Union of Soviet Socialist Republics 

Subsequently, the Presi8eri.t-·susperrded the application of trade-agree
ment concessions to imports from Hungary, effective July 5, 1952, and to 
imports from Tibet, effective July 14, 1952. Effective February 19, 1953, 
the President also redefined the Soviet Union and Polish areas to which 
the suspensions apply, as follows: 

Poland, and areas under the provisional administration of Poland (the former Free City 
of Danzig, and areas in Germany including the area in East Prussia); and Union of Soviet 
Socialist Republics, and the area in East Prussia under the provisional administration of 
the Union of Soviet Socialist Republics. 

a For the dates on whic}l the suspension became effective for each country or area, see 
Operation of the Trade Agreements Program (fifth report), ch. 5. 
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Prohibition of Imports .of Certain Furs From the Soviet Union 
and Communist China 

.Section 11 of the Trade Agreements Extension Act of 1951 requires the 
President, as soon as practicable, to prevent the importation of ermine, 
fox, kolinsky, marten, mink, muskrat, and weasel furs and skins, dressed 
or undressed, which are the product of the Soviet Union or of Communist 
China. Pursuant to that section the President prohibited, effective Sep
tember 1, 1951, the entry (or withdrawal from warehouse) for consump
tion of such furs that are the product of Communist China, and, effective 
January 5, 1952, the entry of those that are the product of the Soviet 
Union. Those prohibitions remained in effect during the period covered 
by this report. "' 

. Modification of Concession on Dried Figs 

On August 16, 1952, the President signed a proclamation, effective after 
the close of business on August 29, 1952, modifying the concession on 
dried figs that the United States had granted in the General Agreement 
on Tariffs and Trade, as supplemented by the Torquay Protocol. The 
concession was modified under article XIX (the escape clause) of the 
General Agreement, after an escape-clause investigation by the Tariff 
Commission under .secti0n 7 of the Trade J\greements Extension Act of 
1951.~ As a result of the modification,· the duty on dried figs became 4~ 
cents per pourid. The rate that had been in effect pursuant to the con
cession that the United States had granted in the General Agreement was 
2~ cents per pound. 

ACTIVITIES UNDER THE ESCAPE CLAUSE IN TRADE 
AGREEMENTS 

Since 1943 all trade agreements that the United States has concluded 
have contained a safeguarding clause, commonly known as the standard 
escape clause. This clause provides, in substance, that either party to 
the agreement may withdraw or modify any concession made therein if, 
as a result of the concession, imports of the particular commodity enter 
in such increased quantities as to cause or threaten serious injury to the 
domestic industry producing like or directly competitive articles. 

The Trade Agreements Extension Act of 1951 made mandatory the 
inclusion of an escape clause in all trade agreements the United States 
may conclude in the future, and, as soon as practicable, in all trade agree
ments currently in force. The clause must conform to the policy set forth 
.in section 6 (a) of the act. That section provides that no trade-agree-

' For a discussion of the Tariff Commission's investigation and recommendations, see 
the section of this chapter on activities under the escape clause in trade agreements. 
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ment concession made by the United States shall be permitted to con
tinue in effect when the product involved is, as a result, in whole or in 
part, of the duty or other customs treatment reflecting such concession, 
being imported into the United States in such increased quantities, either 
actual or relative, as to cause or threaten serious injury to the domestic 
industry producing like or directly competitive products. Section 6 (b) 
of the act directs the President to report to the Congress at specified 
intervals on the action he has taken to include such escape clauses in 
existing trade agreements. 

During the period covered by this report, the procedure for administer
ing the escape clause was prescribed by sections 7 and 8 of the Trade 
Agreements Extension Act of 1951, and by Executive Order 10401.6 

Section 7 of the extension act of 1951 designates the Tariff Commission 
as the agency to make investigations to determine whether there is cause 
for invoking the escape clause. In ordinary circumstances, the Com
mission must complete its investigation (including a public hearing) and 
report to the President within 1 year after the application for investiga
tion has been filed. 6 Section 8 of the extension act of 1951 provides that 
when the Secretary of Agriculture reports that a condition exists. re
quiring emergency treatment because of the perishability of an agricul
tural commodity, the Commission's report to the President and the 
decision of the President must be made not more than 25 calendar days 
after the case is submitted to the Tariff Commission.7 Under those cir
cumstances, the President may take immediate action if he deems it 
necessary, without awaiting the report and recommendations of the 
Commission. Executive Order 10401, which is discussed fully in a later 
section of this chapter,8 directs the Tariff Commission to review devel
opments with regard to products on which trade-agreement concessions 
have been modified or withdrawn under the escape-clause procedure, and 
to make periodic reports to the President concerning such developments. 

Reports by the President to Congress on Inclusion of Escape 
· Clauses in Trade Agreements 

As required by section 6 (b) of the Trade Agre~ments Extension Act of 
1951, the President, on July 10, 1952, submitted to the Congress his 

6 Before June 1951 the procedure for administering the escape clause was prescribed by 
Executive Orders 9832, 10004, and 10082. 

8 The Trade Agreements Extension Act of 1953, -which was signed by the President on 
August 7, 1953, provides that the Commission must complete its investigation and report 
to the President within 9 months after the application for investigation has been filed. 
See ch. 2. 

7 Sec. 8 provides for investigation by the Commission (and decision by the President) 
under either the escape clause or sec. 22 of the Agricultural Adjustment Act, whichever is 
applicable. 

8 See the section on periodic reports and review investigations on escape-clause actions. 
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second report on the inclusion of escape clauses in trade agreements, and, 
on January 9, 1953, his third report. 

In his first report to the Congress pursuant to section 6 (b), submitted 
on January 10, 1952, the President stated that all but six trade agree
ments-those with Ecuador, El Salvador, Guatemala, Honduras, Turkey, 
and Venezuela-were in conformity with section 6 (a) of the extensioµ 
act of 1951. In his second and third reports, the President informed the 
Congress of his subsequent actions relating to these six agreements, as 
follows: (1) The termination of the bilateral trade ' agreement with 
Turkey, effective August 4, 1952, following the accession of that country 
to the General Agreement on Tariffs and Trade; (2) the conclusion of a 
supplementary trade agreement with Venezuela on August 28, 1952, 
which provides for an escape clause in the bilateral agreement with that 
country, thus bringing the agreement into conformity with the policy 
established in section 6 (a); (3) discussions between the United States and 
Ecuador concerning various problems with relation to th'e existing trade 
agreement, including the possibility of inserting an escape clause in the 
agreement. As determined by the Interdepartmental Committee on 
Trade Agreements (for reasons set forth in the President's report), it had 
not been practicable to take action looking toward the inclusion of escape 
clauses in the bilateral agreements with El Salvador, Guatemala, and 
Honduras. 

Applications for Investigations 

On July 1, 1952, 12 escape-clause investigations were pending before 
the Tariff Commission; 2 investigations had been completed but the 
President had not yet acted on the Commission's recommendations. 
During the ensuing 12 months, the Commission instituted investigations 
on 9 additional escape-clause applications.9 Of that total of 23 escape
clause investigations, the Commission, as of June 30, 1953, had completed 
15 investigations 10 and had discontinued 1 investigation after the with
drawal of the application that requested it; the remaining investigations 
were in process. The nature and status of the individual escape-clause 
investigations that were pending before the Commission during the period 
July 1, 1952, to June 30, 1953, are shown in the accompanying list. 

1 Between April 20, 1948, when the first application for an escape-clause investigation 
was made, and June 30, 1953, the T ariff Commission received a total of 44 applications. 
Lists of applications received before the period covered by this report and their status on 
various dates are given in earlier reports on the operation of the trade agreements program. 

10 See the section of this. chapter on investigations completed. 
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Escape-clause investigations pending before the Tariff Commission during 
the period July 1, 1952-june 30, 1953 

Commodity 

1. Jeweled watches 
and watch 
movements con
taining 7 jewels 
or more but not 
more than 17 
jewels, and parts 
therefor. 

2. Spring clothespins 
(second applica
tion). 

3. Fresh or frozen 
groundfish fil
lets. 

Name and address 
of applicant 

Elgin National Watch 
Co., Elgin, Ill. 

Hamilton Watch Co., 
Lancaster, Pa. 

Clothespin Manufac
turers of America, 
Washington, D. C. 

Massachusetts Fish
eries Association, 
Inc., Boston, Mass.; 
and others. 

~- Garlic _____ ,.. ______ Robert S. Stapleton, 

5. Bicycles and parts_ 

Gilroy, Calif. 

Bicycle Manufactur
ers Association of 
America, New 
York, N. Y. 

Cycle Parts and Ac
cessories Manufac
turers Association, 
New York, N . Y. 

Date 
received 

Feb. 13, 1951 

Aug. 22, 1951 

Sept. 10, 1951 

Oct. 8, 1951 

Oct. 11, 1951 

Status 

Investigation instituted 
on all watches and 
watch movements and 
parts therefor, Mar. 
22, 1951. 

Hearing held May 15-24, 
1951. 

Investigation completed 
June 14, 1952. Modi
fication in concession 
recommended to the 
President. 

Recommendation re
jected by the President 
Aug. 14, 1952. 

Investigation instituted 
Sept. 10, 1951. 

Hearing held Nov. 13, 
1951. 

Investigation completed 
Aug. 21, 1952. No 
modification in con
cession recommended. 

Investigation instituted 
Sept. 17, 1951. 

Hearing held Nov. 26-29, 
1951. 

Investigation completed 
Sept. 4, 1952. No 
modification in con
cession recommended. 

Investigation instituted 
Oct. 15, 1951. 

Hearing held Feb. 13 
and 26, 1952. 

Investigation• .. completed 
June 6, 1952. Modi
fication in concesgion 
recommended to the 
President. 

Recommendation re
jected by the President 
July 21, 1952. 

Investigation instituted 
Oct. 15, 1951. 

Hearing held Mar. 3--{), 
1952. 

Investigation completed 
Oct. 9, 1952. No 
modification in con
cession recommended. 
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Escape-clause invotigations pending before the Tariff Commission during 
the period July 1, 1952-June 30, 1953-Continued 

Commodity 

6. Cherries, candied, 
crystallized, or 
glace. 

7. Bonito canned in 
oil, and tuna 
and bonito, 
canned, not in 
oil. 

8. Tobacco pipes and 
tobacco- pipe 
bowls of wood 
or root. 

9. Specified house
hold china table
ware, kitchen
ware, and table 
and kitchen 
utensils. 

Name and address 
of applicant 

Maraschino Cherry 
and Glace Fruit 
Association, New 
York, N. Y. 

California Fish Can-
ners Association, 
Inc., Terminal Is-
land, Calif.; and 
others.I 

American Smoking 
Pipe Manufactur-
ers Association, 
New York, N. Y. 

Vitrified China Asso
ciation, Inc., Wash
ington, D. C. 

National Brotherhood 
of Operative Pot
ters, East Liver
pool, Ohio. 

10. Dried figs ______ __ California Fig Insti-
tute, Fresno, Calif. 

Date 
received 

Oct. 26, 1951 

Nov. 28, 1951 

Dec. 29, 1951 

Feb. 11, 1952 

Mar. 17, 1952 

Status 

Investigation instituted 
Oct. 31, 1951. 

Hearing held Mar. 10 
.and 11, 1952. 

Investigation completed 
Oct. 17, 1952. No 
modification in con
cession recommended. 

l~vestigation instituted 
0 Dec. 28, 1951. 

!{earing held Jan. 29-
: Feb. 4, 1952. 

Investigation completed 
. Nov. 26, 1952. No 
·modification in con-
1 cession ·· recommended. 

Investigation instituted 
Jan. 10, 1952. 

Hearing held Mar. 24 
•and 25, 1952. 

Investigation completed 
· Dec. Z2, 1952. Modi
, fication in concession 
. recommended to the 
' President. 

President requested 
. further study by Com
mission Feb. 18, 1953. 

Investigation instituted 
: Feb. 15, 1952. 

Hearing held June 23-26, 
:1952. 

I~vestigation completed 
i Feb. 6, 1953. No 
; modification in con
: cession recommended. 

llivestigation instituted 
. ~ Mar. 19, 1952. . 
tlearing held Apr. 22-25, 

11952. 
Investigation completed 

'. July 24, 1952. Mod
ification in concession 
recommended to the 

. President. 
Concession modified by 

. Presidential proclama
tion of Aug. 16, 1952. 

1 Applications were received from t he Columbia River Salmon and Tuna Packers Asso
ciation, Astoria, Oreg., on Dec. 12, 1951; the Pacific Coast Fish Producers Institute, West
port, Wash., on Dec. 19, 1951; the American Tunaboat Association and Lower California 
Fishermen's Association, San Diego, Calif., on Dec. 20, 1951; and the International Associa
tion of Machinists, Lodge 389, San Diego, Calif., on Jan. 4, 1952. 
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Escape-clause investigations pending before the Tariff Commission during 
the period July 1, 1952-]une 30, 1953-Continued 

Commodity 

11. Screws, commonly 
called wood 
screws, of iron or 
steel (second 
application). 

12. Pregnant mares' 
urine and estro
genic substances 
obtained or de
rived therefrom. 

13. Chalk or whiting 
or Paris white, 
dry, ground, or 
bolted. 

14. Screen-printed silk 
scarves. 

15. Woodwind musical 
instruments and 
parts. 

16. Hard-fiber cords 
and twines (ex- . 
cept baler twine 
and binder 
twine). 

17. Cotton - carding 
machinery and 
parts. 

Name and address 
of applicant 

United States Wood 
Screw Service Bu
reau, New York, 
N.Y. 

National P. M. U. 
Producers Associa
tion, Farmer City, 
Ill. 

Southwark Manufac
turing Co.,. Camden, 
N.J. 

Association of Textile 
Screen Makers, 
Printers and Proc
essors, Inc., New 
York, N. Y. 

Penzel, Mueller and 
Co., Inc., Long Is
land City, N. Y. 

Cordage Institute, 
New York, N. Y.; 
and others. 

American Textile Ma
chinery Association, 
Whitinsville, Mass. 

Date 
received 

Apr. 1, 1952 

Apr. 8, 1952 

Apr. 10, 1952 

Apr. 14, 1952 

Apr. 29, 1952 

July 7, 1952 

Aug. 12, 1952 

Status 

Investigation instituted 
Apr. 4, 1952. 

Hearing held June 30 
and July 1, 1952. 

Investigation completed 
Mar. 27, 1953. No 
modification in conces
sion recommended. 

Investigation instituted 
Apr. 16, 1952. 

Hearing held Jan. 27, 
1953. 

Investigation completed 
Apr. 2, 1953. No modi
fication in concession 
recommended. 

Investigation instituted 
Apr. 16, 1952. 

Hearing held July 8, 
1952. 

Investigation completed 
Apr. 9, 1953. No modi
fication in concession 
recommended. 

Investigation instituted 
Aug. 25, 1952. 

Hearing held Feb. 24-27, 
1953. 

Investigation completed 
Apr. 13, 1953. Modifi
cation in concession 
recommended to the 
President. 

President requested fur
ther study by Com
mission June 10, 19S3. 

Investigation instituted 
May 6, 1952. 

Hearing held Aug. 5, 
1952. 

Investigation completed 
Apr. 28, 1953. No 
modification in conces
sion recommended. 

Investigation instituted· 
July 11, 1952. 

Request for withdrawal 
of application granted; 

· investigation discon
tinued and dismissed 
Jan. 14, 1953. 

Investigation instituted 
Aug. 21, 1952. 

Hearing held Mar. 9 and 
10, 1953. . 
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Escape-clause inrJestigations pending before the Tariff Comm~ssion during 
the period July 1, 1952-fune 30, 1953-Continued 

Commodity 

18. Rosaries, chaplets, 
and similar arti
cles of religious 
devotion, made 
in whole or in 
part of gold, sil
ver, platinum, 
gold plate, sil
ver plate, or 
precious or imi
tation precious 
stones. 

19. Watch bracelets 
and parts there
of, of .. metal 
other than gold ' 
or platinum. 

20. Handmade blown 
glassware. 

21. Mustard seeds ___ _ 

22. Manicure and ped
icure nippers, 
and parts. 

Scissors and shears, 
and blad es 
therefor. 

23. Fresh or frozen 
groundfisb fillets 
(second applica
tion). 

Name and address 
of applicant 

G. Klein & Son, New 
York, N. Y. 

H. M. H. Co., Inc., 
Pawtucket, R. I. 

Watch Attachment 
Manufacturers As
s o ci at i o n, N e w 
York; N. Y. 

Hand Division, Ameri
can Glassware Asso
ciation, New York, 
N.Y. 

Montana State Farm 
Bureau, Bozeman, 
Mont. 

Shears, Scissors and 
Manicu~e Instru
ments Manufactur
ers Association, 
Newark, N. J. 

Massachusetts Fish
eries Association, 
Inc., Boston, Mass.; 
and others. 

Date 
received 

Sept. 15, 1952 

Sept. 24, 1952 

Sept. 25, 1952 

Feb. 9,1953 

Mar. 19, 1953 

May 27, 1953 

Investigations Completed 

Status 

Investigation instituted 
Sept. 19, 1952. ~~ 

Hearing held June 8, 
1953. 

Investigation instituted 
Sept. 26, 1952. 

Hearing held June 15, 
1953. 

Investigation instituted 
Sept. 26, 1952. 

Hearing held Mar. 2, 
1953. 

Investigation instituted 
Feb. 12, 1953. 

Hearing held June 22, 
1953. 

Investigation instituted 
Mar. 26, 1953. 

Hearing held June 29, 
1953. 

Investigation instituted 
June 16, 1953. 

Hearing scheduled Oct. 
20, 1953. 

Watches, watch movements, watch parts, and watchcases 

On February 13, 1951, the Elgin National Watch Co., of Elgin, Ill., 
and the Hamilton Watch Co., of Lancaster, Pa., filed an application with 
the Tariff Commission requesting it to conduct an escape-clause investi
gation under Executive Order 10082 with respect to jeweled watches and 
watch movements containing 7 jewels or more but not more than 17 
jewels, and parts thereof. The application was subsequently endorsed 
in a communication that the Commission received on March 5, 1951, 
from the Trustees in Reorganization of the Waltham Watch Co. On 
March 22,· 1951, the Commission instituted an escape-clause investiga-
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tion, as requested by the applicants, but on its own motion extended the 
scope of the investigation to apply to all articles specified in paragraph 
367 of the Tariff Act of 1930; as amended by the 1936 trade agreement 
with Switzerland. On May 9, 1951, the Watch Case Board of Trade, 
Inc., filed a brief requesting restoration of the preconcession rates of duty 
on watchcases; and on May 15, 1951, the Clock Manufacturers Associa
tion of America, Inc., requested restoration of the preconcession rates of 
duty on all articles specified in paragraph 367. A public hearing was held 
May 15-24, 1951. The Commission continued the investigation, in its 
status as of June 15, 1951, under section 7 of the Trade Agreements 
Extensi-on Act of 1951. 

All articles the sub-ject of th.e investigation are included in the trade 
agreement with Switzerl.rnd, which became effective February 15, 1936. 
Pursuant to this agreement the rates of duty on nearly ·an watch move
ments were substantially reduced, as were the duties on most categories 
of watchcases and watch parts. Those rates provided for in paragraph 
367 that were not reduced pursuant to the agreement .were bound against 
increase. 

In its report, submitted to the President on June 14, 1952,11 the Com
mission unanimously-rfound . that no serious . injury ; or -threat thereof 
existed for the domestic industries concerned by reason of (a) imports of 
watch movements on which no reduction in duty-except for the duty 
on adjustments-was made pursuant to concessions granted in the trade 
agreement with Switzerland, (b) customs treatment reflecting the con
cession granted in the aforementioned trade agreement with respect to 
the duty imposed on adjustments on watch movements, (c) imports of 
watch parts, jewels, and watch ·dials, and (d} imports•of watchcases. 

The Commission found, however (Commissioners Ryder and McGill 
dissenting), that, partly as a result of the customs treatment reflecting 
the duty concessions granted in the trade agreement with Switzerland, 
those watch movements on which reduced rates of duty were imposed 
pursuant to such conc::essions were being imported in such increased 
quantities, both actual and ··relative, as to threaten- setious injury to the 
domestic industries producing like or directly competitive products. In 
order to preyent this threat of injury from materializing, the Commission 
recommended that the reduced rates of duty specified above be increased 
for an indefinite period by 50 percent, but in no case to exceed the rates 
originally imposed under the Tariff Act of 1930. Commissioners Bros
sard, Durand, and Gregg were of the opinion that serious injury was 
already present; Commissioner Edminster believed that serious injury 

11 Later published as U. S. Tariff Commission, Watches, Watch Movements, Watch Parts, 
and Watchcasts: Report to the President on the Escape-Clauu btvestigation, Rept .. No. 176, 
2d ser., 1953. ' ' 
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was not present but was threatened; and Commissioners Ryder and 
McGill held that injury was neither present nor threatened. 

The President did not accept the Commission's :findings and recom
mendations. As required by section 7 of the Trade Agreements Extension 

' Act of 1951, the President on August 14, 1952, notified the chairmen of 
the Senate Committee on Finance aiid the House Committee on Ways 
and Means of his reasons for not accepting the recommendations of the 
Tariff Commission. As also required by section 7, the Commission on 
August 13, 1952, transmitted copies of its report to the chairmen of those 
committees. 

Imports dutiable .under paragraph 367of the Tariff Act of 1930 consist 
principally of watches, watch movements, watch parts, and watchcases. 
The duty on a watch is the sum of the duties applicable separately to the 
watch movement and the watchcase. The duties on movements are 
specific and, in general, vary inversely with the width of the movement 
and directly with the number of jewels and adjustments which the move
ments incorporate. Certain features, such as those contained in self
winding watches, are subject to supplementary specific duties. In terms 
of value, about ·90 percent of the watch parts imported have been subject 
to ad valorem rates of duty, and about 10 percent, to compound or 
specific rates. Watchcases are subject to compound rates of duty; the 
ad valorem portion. is the same for alL cases except those of base metal, 
but the specific F>Ortion depends on the .kind of metal used and whether 
the cases are ·set with or prepared for jewels. 

In the trade agreement with Switzerland reductions were made on 
most tariff categories of watch movements, watch parts, and watchcases. 
Reductions in the rates of duty app.licable to watch movements ranged 
from 11 to 44 percent; reductions .on watch parts specially provided for 
ranged from about. 12 }~ to 44 percent;· and reductions on watchcases 
averaged about 38 percent. 

In 1935, before conclusion of the trade agreement with Switzerland, 
the ad valorem equivalent of the rate of duty on all watch movements was 
80. 7 ·percent ; in 1937, the first full year afte.r the trade agreement with 
Switzerland became effective, it was 68.3 percent. In 1950 the ad 
valorem equivalents of the rates of dut;y were . 37· percent on all watch 
movements, 54 percent on watch parts (exclu~ding jewel bearings, which 
are subject to an ad valorem duty of 10 percent), and 34 percent on 
watchcases. 

Spring clothespins 

On September 10, 1951, in response to an application filed by the 
Clothespin Manufacturers of America, of Washington, D. C., the Tariff 

\ 
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Commi~sion instituted an escape-clause investigation on spring clothes
pins.12 A public hearing was held on November 13, 1951. 

In its report, issued on August 21, 1952,13 the Commission found (Com
missioners Brossard and Gregg dissenting) that spring clothespins were 
not being imported in such increased quantities, actual or relative, as to 
cause or threaten serious injury to the domestic industry producing like 
or directly competitive products. Accordingly, in the judgment of the 
Commission no sufficient reason existed for a recommendation to the 
President under the provisions of section 7 of the Trade Agreements 
Extension Act of 1951. 

The rate of duty originally established in the Tariff Act of 1930 on 
imports of spring clothespins was 20 cents per gross. Effective August 5, 
1935, the rate of duty was reduced to 15 cents per gross pursuant to a 
concession made in the trade agreement with Sweden. It was further 
reduced to 10 cents per gross, effective January 30, 1943, pursuant to a 
concession granted in the trade agreement with Mexico. The trade 
agreement with Mexico was terminated on December 31, 1950. A con
cession which was negotiated with Sweden and Denmark under the 
General Agreement on Tariffs and Trade, and which became effective 
April 30, 1950, obligates the United States to refrain from imposing on 
spring clothespins a duty higher than 10 cents per gross. The rate of 
duty now in effect on spring clothespins is 10 cents per gross pursuant to 
the General Agreement on Tariffs and Trade. 

Groundfish fillets 

In response to an application filed on September · 10, 1951, by the 
Massachusetts Fisheries Association, Inc., of Boston, Mass., and others, 
the Tariff Commission, on September 17, 1951, instituted an escape
clause investigation of groundfish fillets.a A public hearing was held 
November 26-29, 1951. 

In its' report, issued on September 4, 1952,15 the Commission found 
(Commissioners Brossard and Gregg dissenting) that groundfish fillets 
were not being imported in such increased quantities, 'either· actual or 

12 A previous investigation on spring clothespins was made under Executive Orders 10004 
and 10082 to determine whether there were grounds for the withdrawal or modification o. 
the concession on spring clothespins under the escape clause of the trade agreement with 
Mexico. On December 20, 1949, the Commission reported to the President the results of 
this investigation, and made no recommendation for escape-clause action. 

1s Later published as U. S. Tariff Commission, Spring Clothespins (1952): Report on the 
Escape-Clause Investigation, Rept. No. 181, 2d ser., 1953. 
: u Cod, haddock, hake, pollock, cusk, and rosefish, all the foregoing, fresh or frozen 

{whether or not packed in ice), filleted, skinned, boned, sliced, or divided into portions. 
15 Later published as U. S. Tariff Commission, Groundfish Fillets: Report on the Escape

Clause Investigation, Rept. No. 182, 2d ser., 1953. 
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relative, as to cause or threaten serious injury to the domestic industry 
producing like or directly competitive products. Accordingly, in the 
judgment of the Commission no sufficient reason existed for a recom
mendation to the President under the provisions of section 7 ;f theTrade 
Agreements Extension Act of 19 51. 

For duty purposes, groundfish fillets are provided for in paragraph 
717 (b) of the Tariff Act of 1930. The rate of duty origin'ally provided 
therein was 2~ cents per pound on all imports of these products. As a 
result of a concession granted in the trade agreement between the United 
States and Canada, signed November 17, 1938, the duty on groundfish 
fillets was reduced to 1% cents per pound on an aggregate quantity of not 
in excess of 15 million pounds of such fillets entered, or withdrawn from 
warehouse, for consumption in any calendar year, with the proviso that 
if the average apparent annual consumption of such fillets during the 3 
calendar years preceding the year in which such fillets are entered, or 
withdrawn from warehouse, for consumption, exceeds 100 million pounds, 
an additional quantity of such fillets equal to the amount by which 15 
per centum of such average apparent annual consumption exceeds 15 
million pounds may be entered, or withdrawn from warehouse, for con
sumption in that year at the reduced rate of 1% cents per pound. 

The 1938 agreement with Canada was suspended on January 1, 1948, 
when Canada and the United States became contracting parties to the 
General Agreement on 'Tariffs and Trade. In the General Agreement 
the United States agreed to continue the application of a duty of 1% cents 
per pound on an annual tariff quota in the amount to be determined as 
previously provided for in the 1938 agreement with Canada. The 
General Agreement provides, however, that of the total ·qua·ntity of 
grou.ndfish fillets entitled to entry at a rate not to exceed 1% cents per 
pound in any calendar year, not more than one-fourth shall be so entitled 
.during the first 3 months, not more than one-hal{ during the first 6 
months, and not more than three-fourths during the first 9 months of 
that year. In ,addition to these provisions, the duty concession on 
groundfish fillets in the General Agreement includes an undertaking by 
the United States not to impose a rate higher than 2% cents per pound on 
any imports of groundfish fillets. 

·Garlic 

On October 15, 1951, in response to an application filed by Robert S. 
Stapleton, of Gilroy, Calif., the Tariff Commission instituted an escape
.clause investigation of garlic. Public hearings were held on February 
13, 1952•, at San Francisco, Calif., and on February 26, 1952, at Washing
ton, D. C. 
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In its report, sub itted to the President on June 6, 1952,16 the Com
mission found (Corri issioners Ryder and Edminster dissenting) that, as 
a result in part of the customs treatment reflecting the concession granted 
in the General Agreement on Tariffs and Trade, garlic was being imported 
into the United States in such increased quantities, both actual and 
relative, as to cause serious injury to the domestic industry producing 
the like product. 

In view of its finding, and in accordance with section 7 of the Trade 
Agreements Extension Act of 1951, the Commission recommended to the 
President that the concession with respect to garlic be modified to permit 
the United States, for an indefinite period, to limit to 12,869,150 pounds 
the quantity of garlic which might be entered, or withdrawn from ware
house, -for consumption during each 12-month period beginning July 1, 
in the year 1952 and in each subsequent year. This quota is equal to 
90 percent of the average annual quantity of garlic entered, or withdrawn 
from warehouse, for consumption during the 5 calendar years 1947 to 
1951, inclusive. The Commission also recommended that, to prevent 
serious injury to the domestic industry concerned and to insure the 
equitable distribution of the permissible quota quantity among supplying 
countries, the quota for each 12-month period· should be allocated among 
Mexico, Italy, Chile, Argentina, and "all other countries" on the basis 
of the shares which each furnished of the garlic which was entered, or with
drawn from warehouse, for consumption during the 5-year period 1947-51, 
inclusive. 

Under this recommendation the duty of % cent per pound, in effect 
pursuant to the concession granted at Geneva in the General Agreement 
on Tariffs and Trade, effective March 16, 1949, would have remained in 
effect on entries within the recommended quota. 

The President did not accept the Tariff Commission's finding and 
recommendations on garlic. On July 21, 1952, as required by section 7 
of the Trade Agreements Extension Act of 1951, he sent identical letters 
to the Senate Committee on Finance and to the House Committee on 
Ways and Means giving his reasons for not accepting the Commission's 
recommendations. As also required by section 7, the Commission there
upon transmitted copies of its report to those committees. 

Under the Tariff Act of 1930 garlic was dutiable at 1}~ cents per pound. 
The rate of duty was reduced to % cent per pound pursuant to a con
cession granted in the trade agreement with Mexico, effective January 
30, 1943. This reduced rate is now in effect pursuant to a concession 
granted at Geneva in the General Agreement on Tariffs and Trade. 

lG Later published as U. S. Tariff Commission, Garlic: Report to the President on the 
Escape-Clause ]nfJestigation, Rept. No. 177, 2d ser., 1953. 

8061149-114--7 
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Bicycles and parts 

On October 15, 1951, in response to an applicatio filed by the Bicycle 
Manufacturers Association of America and the Cycle Parts and Acces
sories Manufacturers Association, both of New York, N. Y., the Tariff 
Commission instituted an escape-clause investigation of bicycles and 
parts. A public hearing was held March 3-6, 1952. 

In its report, issued on October 9, 1952,17 the Commission unanimously 
found that bicycles and parts thereof were not being imported in sucl! 
increased quantities, either actual or relative, as to cause or threaten 
serious injury to the domestic industry producing like or directly com
petitive products. Accordingly, in the judgment of the Commission no 
sufficient reason existed for a recommendation to the President under the 
provisions of section 7 of the Trade Agreements Extension Act of. 1951. 

Imported bicycles and parts covered by the investigation are dutiable 
under paragraph 371 of the Tariff Act of 1930, as modified. The duty 
originally established for all these products was 30 percent ad valorem. 
Pursuant to tlie trade agreement with the United Kingdom, effective 
January 1, 1939, rates of $2.50, $2.00, and $1.25 each were established 
for bicycles, depending upon the diameter of the wheels, and a rate of 
$1.25 each was established for frames; but in no case was the duty on the 
bicycles or frames to be less than 15 percent or more than 30 percent ad 
valorem. These rates were continued without change under the General ' 
Agreement on Tariffs and Trade, effective January 1, 1948, except for 
the rate on bicy:des having wheels measuring over 25 inches in diameter; 
if weighing less than 36 pounds (without accessories) and not designed 
for use with tires having a. cross-sectional diameter exceeding 1% inches. 
For these bicycles a rate of $1.25 each but not less than 7~ percent or 
more than 15 percent aq valorem was specified. At foreign values pre
vailing since 1947, the specific rates and the maximum ad valorem rates 
on bicycles have seldom been applicable; virtually all imports have been 
assessed at the minimum ad valorem rates of 15 percent or 7~~ percent. 
The average ad valorem equivalent of the duties on total imports of 
bicycles since 1947 has been about 11 percent. 

On bicycle parts specified in paragraph 371, other than frames, the rate 
established in the Tariff Act of 1930 has remained unchanged, but it was 
bound against increase under the General Agreement on Tariffs and 
Trade, effective January 1, 1948. 

Cherries, candied, crystallized, or glace 

On October 31, 1951, in response to an application filed by the Mara
schino Cherry and Glace Fruit Association of New York, N. Y., the 
Tariff Commission instituted an escape-clause investigation on cherries, 

17 Later published as U. S. Tariff Commission, Bicycle.s and Part.I: Report on the E.scape
Ciau.se Inve.stigation, Rept. No. 184. 2d ser., 1953. 
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candied, crystallized, or glace. A public hearing was held on March 10 
and 11, 1952. 

In its report, issued on October 17, 1952, 18 the Commission found 
(Commissioners Brossard and Gregg dissenting) that cherries, candied, 
crystallized, or glace, were not being imported in such increased quantities, 
either actual or relative, as to cause or threaten serious injury to the 
domestic industry producing like or directly competitive products. 
Accordingly, · in the judgment of the Commission no sufficient reason 
existed for a recommendation to the President under the provisions of 
section 7 of the Trade Agreements Extension Act of 1951. 

The Tariff Act of 1930 originally provided for a compound rate of duty 
of 9% cents per pound plus 40 percent ad valorem on imports of cherries,. 
maraschinq, candied, crystallized, or glace, or prepared or preserved iru 
any manner. The act also provided for duties of 5% cents per pound oru 
unpitted cherries, sulfured or in brine, and 9% cents per pound on pitted! 
cherries, sulfured or in brine. The specific part of the compound duty 
on imports of maraschino and glace cherries was intended to be compen
satory for the duty on imports of sulfured cherries. The ad valorem 
part of the compound rate was intended to provide protection for the 
domestic processing operations involved in converting sulfured cherries 
to glace or maraschino cherries. 

The rate of duty on imports of cherries, maraschino, candied, crystal
lized, or glace, first became the subject of a trade-agreement concession 
in the 1936 trade agreement with France. Pursuant to that agreement 
the rate was reduced to 9}~ cents per pound and 20 percent ad valorem. 
As a result of negotiations under the General Agreement on Tariffs and 
Trade at Geneva in 1947, the rate of duty on this classification of cherries 
was further reduced, effective January 1, 1948, to 7 cents per pound and 
10 percent ad valorem. The rates of duty on sulfured cherries, for which; 
as indicated above, the specific part of the duty on maraschino and glace 
cherries was intended to be compensatory, have not been reduced; they 
have remained 5}~ cents per pound for the unpitted product and 9% cents 
per pound for the pitted. 

Bonito canned in oil, and tuna and bonito, canned, not in oil 

In response to an application filed by the California Fish Canners 
Association, Inc., of Terminal Island, Calif., the Tariff Commission, on 
December 28, 1951, instituted an escape-clause investigation of bonito 
canned in oil, and tuna and bonito, canned, not in oil. 19 This application 

18 Later published as U. S. Tariff Commission, Glace Cherries: Report on the Escape-Clause 
Inoestigation, Rept. No. 185, 2d ser., 1953. 

iu Bonito, prepared or preserved in any manner, when packed (in air-tight containers) in. 
oil or in oil and other substances; and tuna and bonito, prepared or preserved in any manner, 
when packed in air-tight containers weighing with their contents not more than 15 pounds. 
each (except such fish packed in oil or in oil and other substances). 
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was followed at various dates by similar applications from other organiza
tions within the industry. A public hearing was held from January 29 
to February 4, 1952. 

In its report, issued on November 26, 1952,20 the Commission found 
(Commissioners Brossard and Gregg dissenting) that bonito canned in 
oil, and tuna and bonito, canned, not in oil, were not being imported in 
such increased quantities, either actual or relative, as to cause or threaten 
serious injury to the domestic industry producing like or directly com
petitive products. Accordingly, in th~ judgment of the Commission 
no sufficient reason existed for a recommendation to the President under 
the provisions of section 7 of the Trade Agreements Extension Act of 1951. 

For tariff purposes bonito canned in oil is classified under the provision 
in paragraph 718 (a) of the Tariff Act of 1930 for "fish, prepared or pre
served in any manner, when packed in oil or in oil and other substances." 
The duty originally imposed on such fish was 30 percent ad valorem. 
Effective January 13, 1934, the duty on bonito canned in oil and valued 
at not over 9 cents per pound (including the weight of the immediate 
container only) was increased to 44 percent ad valorem by Presidential 
proclamation following a cost-of-production investigation !:>Y the Tariff 
Commission under the provisions of section 336 of the Tariff Act of 1930. 
Bonito canned in oil and valued at over 9 cents per pound remained 
dutiable at the original rate of 30 percent ad valorem. Bonito canned 
in oil, the product of Cuba, was dutiable at a preferential rate of 24 p

0

er
cent ad valorem as long as the general rate was 30 percent. When the. 
rate on bonito valued at not over 9 cents per pound was increased to 44 
percent ad valorem, the rate on the Cuban product in this value bracket 
became 35.2 percent. 

f\.s a result of exclusive concessions granted to Cuba in the General 
Agreement on Tariffs and Trade, the duty on Cuban bonito canned in 
oil and valued at not over 9 cents p~r pound was reduced o_n January 1, 
1948, to 22 percent ad valorem, and the duty on Cuban bonito canned in 
oil and valued at over 9 cents per pound was reduced to 15 percent ad 
valorem effective on the same date. Because of the margin-of-preference 
provision in article I of the General Agreement, . this action necessitated 
t.he reduction of the general rates on those products to 30.8 percent ad 
-valorem and 21 percent ad valorem, respectively, effective January 1, 
1948. These rates continued in effect until October 7, 1951, when, as a 
Tesult of the Torquay trade-agreement negotiations, the general rates on 
-these products were reduced to the level of the rates on the Cuban prod
;ucts, thereby eliminating the Cuban preferences. The present duties 
reflecting trade-agreement concessions on bonito canned in oil are there· 
fore 22 percent ad valorem on imports valued at not over 9 cents per 

20 Later published as U.S. Tariff Commission, Bonito Canned in Oil, and Tuna and Bonito, 
Canned, Not in Oil: Report on the Escape-Glawe Investigation, Rept. No. 187, 2d ser., 1953. 
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pound, and 15 percent ad valorem on imports valued at over 9 cents per 
pound. 

Tuna and bonito, canned, not in oil, are classified for tariff purposes 
under paragraph 718 (b) of the Tariff Act of 1930 under the provision for 
"fish, prepared or preserved in any manner, when packed in air-tight 
containers weighing with their contents not more than 15 pounds each 
(except fish packed in oil or in oil and other substances)." The duty 
originally imposed on these products was 25 percent ad valorem. Pur
suant to the trade agreement with Iceland, which became effective 
November 19, 1943, the duty on tuna and bonito, canned, not in oil, was 
reduced to 12% percent ad valorem. This rate was temporarily bound 
against increase under the General Agreement on Tariffs and Trade, but 
the concession involving thi's binding was withdrawn effective J an\lary 26~ 
1952, as a result of the withdrawal of the Republic of China (Nationalist 
China) from the General Agreement. However, the trade agreement 

. with Iceland continues in force. 
By reason of the preferential treatment of Cuban products under inter

national agreements with that country, tuna and bonito, canned, not in 
oil, the product of Cuba, were originally dutiable under the Tariff Act of 
1930 at 20 percent ad valorem. When the general rate of duty on these 
products was reduced to 12Yz percent ad valorem pursuant to the trade 
agreement with Iceland, the rate on like products of Cuba became 10 per
cent ad valorem. Under the General Agreement on Tariffs and Trade 
the duty on Cuban bonito, canned, not in oil, continued to be 10 percent 
ad valorem, but the preferential treatment of Cuban tuna, canned, not 
in oil, was eliminated, with the result· that the Cuban product became 
dutiable on January 1, 1948, at the 12%-percent rate established pursuant 
to the trade agreement with Iceland. Accordingly, the current duty 
reflecting trade-agreement concessions on tuna, canned, not in oil, is 12Yz 
percent ad valorem, and the current duties reflecting trade-agreement 
concessions on bonito, canned, not in oil, are 10 percent ad valorem if the 
product of Cuba and 12Yz percent ad valorem if not the product of Cuba. 

Dried figs 

On March 19, 1952, in response to an application filed by the California 
Fig Institute, of Fresno, Calif., the Tariff Commission instituted an 
escape-clause investigation of dried figs. A public hearing was held 
April 22-25, 1952. 

In its report, submitted to the President on July 24, 1952,21 the Com
mission unanimously found that, as a result in part of the customs treat
ment reflecting the concession granted in the General Agreement on 

21 Later published in U. S. Tariff Commission, Figs, Dried: Report to the President (1952} 
on the Escape-Clause Investigation; Report to the President (1953) on the Investigation Under 
Executive Order 10401, Rept. No. 188, 2d ser., 1953. 
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Tariffs and Trade, as supplemented by the Torquay Protocol, dried figs 
were being imported into the United States in such increased quantities, 
both actual and relative, as to cause serious injury to the domestic in
dustry producing like or directly competitive products, and as to threaten 
continuance of such injury. The Commission also found that, for an 
indefinite period, application of a rate of duty of 4% cents per pound on 
dried figs was necessary to prevent the continuance of such serious injury 
to the domestic industry. 

In view of its findings, and in accordance with section 7 of the Trade 
Agreements Extension Act of 1951, the Commission recommended to the 
President the modification of the tariff concession that the United States 
granted on dried figs in the General Agreement. On August 16, 1952, 
the President issued a proclamation, effective after the close of business 
on August 29, 1952, modifying the concession. 
· Under the Tariff Act of 1930 dried figs were dutiable at 5 cents per 
pound. Pursuant to the trade agreement with Turkey, effective May 5, . 
1939, the rate of duty on dried figs valued at 7 cents or more per pound 
was reduced to 3 cents per pound. Effective Ma'rch 9, 1950, the rate of 
duty on dried figs valued at less than 7 cents per pound was reduced to 3 
cents per pound, pursuant to a concession negotiated origin<1lly with 
Greece under the General Agreement on Tariffs and Trade (Annecy). 
Effective October 17, 1951, the rate of duty on all dried figs, regardless of 
value, was further reduced to 2}~ cents per pound, pursuant to a conces
sion negotiated originally with Turkey at Torquay under the General 
Agreement on Tariffs and Trade. Modification of the concession estab
lishes a rate of duty of 4}~ cents per pound on dried figs. 

Tobacco pipes and tobacco-pipe bowls of wood or root 

On December 29, 1951, the American Smoking Pipe Manufacturers 
Association, ~f New York, N. Y., filed an application with the Tariff Com
mission requesting it to conduct an escape-clause investigation of certain 
tobacco pipes having bowls wholly or in chief value of brierwood. On 
January 10, 1952, the Commission instituted an escape-clause investiga
tion, as requested by the applicants, but on its own motion expanded the 
scope of the investigation to include all finished and partly finished 
tobacco pipes and pipe bowls of wood or root. A public hearing was 
held on March 24 and 25, 1952. 

In its report, submitted to the President on December 22, 1952,22 the 
Commission found that, as a result in part of the customs treatment 
reflecting the concession granted in the General Agreement on Tariffs and 
Trade, tobacco-pipe bowls wholly or in chief value of brier wood or root 
and tobacco pipes having such bowls, valued at not more than $5 per 

22 U. S. Tariff Commission, Tobacco Pipes of Wood: Report to tk President on the Escape
Clause Investigation, 1952 (processed). 
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dozen, were being imported into the United States in such increased 
quantities, both actual and relative, as to cause serious injury to the 
domestic industry producing like or directly competitive products, and 
as to threaten continuance of such injury. The Commission also found 
that the application, for an indefinite period, of a rate of duty of 15 cents 
each, but not less than 2X cents each and 40 percent ad valorem or more 
than 3% cents each and 60 percent ad valorem, to such pipes and bowls 
was necessary to prevent the continuance of serious injury to the domestic 
industry. 

In view of its findings, and in accordance with section 7 of the Trade 
Agreements Extension Act of 1951, the Commission recommended to the 
President that the concession on tobacco-pipe bowls of brier wood or 
root and tobacco pipes having such bowls be modified to permit, for an 
indefinite period, the application of the rate of duty specified in its 
findings. 

On February 18, 1953, in identical letters to the chairmen of the Senate 
Committee on Finance and the House Committee on Ways and Means, 
the President stated that he was not, at that time, giving effect to the 
recommendation of the Commission. The President stated that he was 
requesting further information from the Commission to assist him in 
arriving at his decision. Subsequently, the Commission forwarded copies 
of its original report of December 22, 1952, to the chairmen of the Senate 
Committee on Finance and the House Committee on Ways and Means. 

The tobacco pipes and bowls of wood or root covered by the Com
mission's investigation are provided for in paragraph 1552 of the Tariff 
Act of 1930. The rate of duty originally imposed by that act was 5 
cents each and 60 percent ad valorem. Pursuant to a tariff concession 
that the United States granted in the bilateral trade agreement with 
France, the duty on wholly finished brier pipes valued at less than $1.20 
per dozen was reduced to 2% cents each plus 40 percent ad valorem, 
effective June 15, 1936. In the bilateral trade agreement with the 
United Kingdom, which became effective January 1, 1939, the United 
States granted tariff concessions on all other articles provided for in the 
classification covered by the investigation. These concessions, together 
with the concession granted in the bilateral trade agreement with France, 
resulted in a rate of 2% cents each plus 40 percent ad valorem on all pipes 
and bowls of wood or root, except those valued at $1.20 or more but not 
more than $5 per dozen, on which a concession in the trade agreement 
wi.th the United Kingdom resulted in a rate of 5 cents each plus 50 per
cent ad valorem. 

In the General Agreement on Tariffs and Trade, at Geneva, the United 
States granted tariff concessions on all tobacco pipes and bowls of wood. 
These concessions became effective January 1, 1948, on which date the 
bilateral trade agreements with France and the United Kingdom became 
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inoperative. In the General Agreement on Tariffs and Trade, at Tor
quay, the United States granted a further concession, which became 
effective October 19, 1951, on pipes and bowls of wood or root other than 
brier, valued at less than $1.20 per dozen. 

Pursuant to the Geneva and Torquay concessions, the rates of duty 
on the articles covered by the investigation are as follows: Brier pipes 
and pipe bowls valued at not more than $5 per dozen are dutiable at 2}'2 
cents each and 40 percent ad valorem, and those valued at more than $5 
per dozen, at 2}f cents each and 20 percent ad valorem. Pipes and pipe 
bowls of wood or root other than brier are dutiable at the same rates, 
except those valued at less than $1.20 per dozen, which are dutiable at 
IX cents and 20 percent ad valorem. 

Household china tableware 

On February 15, 1952, in response to an application filed by the Vitrified 
China Association, Inc., of Washington, D. C., and the National Brother
hood of Operative Potters, of East Liverpool, Ohio, the Tariff Commission 
instituted an escape-clause investigation of certain kinds of household 
china tableware, kitchenware, and table and kitchen utensils. A public 
hearing was held June 23-26, 1952. 

In its report, issued on February 6, 1953,23 the Commission found that 
the chinaware covered by the investigation was not being imported in 
such increased quantities, actual or relative, as to cause or threaten 
serious injury to the domestic industry producing like or directly com
petitive products. Accordingly, in the judgment of the Commission no 
sufficient reason existed for a recommendation to the President under the 
provisions of section 7 of the Trade Agreements Extension Act of 1951. 

Under the Tariff Act of 1930, imported chinaware of the kinds under 
investigation was dutiable at 60 percent ad valorem plus 10 cents per 
dozen separate pieces, if plain, or 70 percent ad valorem plus 10 cents 
per dozen separate pieces, if decorated. Pursuant to concessions granted 
in the General Agreement on Tariffs and Trade, the chinaware involved 
in the investigation is subject to the following rates of duty: Decorated 
bone china, 35 percent ad valorem but not less than 30 percent ad valorem 
plus 5 cents per dozen separate pieces; undecorated bone china, 30 percent 
ad valorem but not less than 25 percent ad valorem plus 5 cents per 
dozen separate pieces; and feldspar china, whether or not d~corated, 35 
percent ad valorem plus 10 ·cents per dozen separate pieces. · 

Wood screws of iron or steel 

On April 4, 1952, in response to an application filed by the United 
States Wood Screw Service Bureau of New York, N. Y., the Tariff Com-

23 Later published as U. S. Tariff Commission, Household China Tableware: Report on the 
Escape-Clause Investigation, Rept. No. 186, 2d ser., 1953. · 
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mission instituted an escape-clause investigation of wood screws of iron 
or steel.24 A public hearing was held on June 30 and July 1, 1952. 

In its report, issued on March 27, 1953, the Commission found (Com
missioner Brossard dissenting) that wood screws of iron or steel were not 
being imported into the United States in such increased quantities, either 
actual or relative, as to cause or threaten serious injury to th<: domestic 
industry producing like or directly competitive products. Accordingly, 
in the judgment of the Commission no sufficient reason existed for a 
recommendation to the President under the provisions of section 7 of the 
Trade Agreements E;xtension Act of 1951. 

The rate of duty originally established in the Tariff Act of 1930 on 
imports of wood screws of iron or steel was 25 percent ad valorem. To 
carry out a · concession granted at Geneva in the General Agreement on 
Tariffs and Trade, the duty on wood screws was reduced to 15 percent 
ad valorem effective January 1, 1948. As a result of negotiations under 
the General Agreement at Torquay, the rate of duty was further reduced 
to 12% percent ad valorem, effective June 6, 1951. 

Pregnant mares' urine 

On April 16, 1952, in response to an application filed by the National 
P. M. U. Producers Association, of Farmer City, Ill., the Tariff Commis
sion instituted an investigation of pregnant mares' urine and estrogenic 
substances obtained or derived therefrom. A public hearing was held 
on January 27, 1953. 

In its report, issued on April 2, 1953,25 the Commission found that the 
products covered by the investigation were not being imported into the 
United States in such increased quantities, either actual or relative, as to 
cause or threaten serious injury to the domestic industry producing like 
or directly competitive products. Accordingly, in the judgment of the 
Commission no sufficient reason existed for a recommendation to the 
President under the provisions of section 7 of the Trade Agreements 
Extension Act of 1951. 

The imported products covered by this investigation are classifietl for 
tariff purposes under the "drug paragraphs" of the tariff act. Pregnant 
mares' urine in its natural. state and crude concentrates of the estrogenic 

24 This was the second escape-clause investigation of wood screws. As a result of the first 
investigation, which was completed on December 29, 1951, the Commission found (Com
missioners Brossard and Gregg dissenting) that increased imports of wood screws were not 
causing or threatening serious injury to the domestic industry and that accordingly no 
recommendation to the President for action under sec. 7 of the Trade Agreements Extension 
Act of 1951 was warranted. The reports of both investigations were published as U. S. 
T ariff Commission, Wood Screws of Iron or Steel: Reports on the Escape-Clause In~estigations, 
December. 1951, March 1953, Rept. No. 189, 2d ser., 1953. 

25 U. S. Tariff Commission, Pregnant Mares' Urine and Estrogens Obtained Therejrom 
(1953): Report on Escape-Clause Investigation, No. 14, 1953 (processed). 
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substances, which are classified under the provision for crude drugs of 
animal origin, are free of duty under the Tariff Act of 1930. As the 
result of a concession in the General Agreement on Tariffs and Trade, the 
duty-free treatment of those products is bound. Estrogens obtained 
from pregnant mares' urine, which are classified under the provision for 
'advanced drugs of animal origin, were originally dutiable at 10 percent 
ad valorem under the Tariff Act of 1930. Pursuant to a concession 
granted in the General Agreement, the rate of duty applicable to imports 
'of such estrogens was reduced to 5 percent ad valorem. 

Chalk whiting 

On April 16, 1952, in response to an application filed by the Southwark 
Manufacturing Co. of Camden, N. J ., the Tariff Commission instituted 
an escape-clause .investigation of chalk or whiting or Paris white, dry, 
ground, or bolted. A public hearing ~as held on July 8, 1952. 

In its report, issued on .April 9, 1953,26 the . Commission found (Com
missioner Brossard dissenting) that chalk whiting was not being imported 
into the United States in such increased quantities, either actual or 
relative, as to cause or threaten serious injury to the do'rnestic industry 
producing like or directly competitive products. Accordingly, in the 
judgment of the Commission no sufficient reason existed for a recom
mendation to the President under the provisions of section 7 of the 
Trade Agreements Extension Act of 1951. 

Under the Tariff Act of 1930, chalk whiting was dutiable at '{0 cent 
per pound. Pursuant to a concession granted in the bilateral trade 
agreement with Belgium, effective May 1, 1935, the duty was reduced to 
7{0 cent per pound. This trade-agreement concession was superseded by 
a concession granted in the General Agreement on Tariffs and Trade, 
pursuant to which the duty was further reduced to X.o cent per pound, 
effective January 1, 1948. 

Screen-printed silk scarves 

On August 25, 1952, in re'sponse to an application filed by the Associa
tion of Textile Screen Makers, Printers and Processors, Inc., of New York, 
N. Y., the Tariff Commission instituted an escape-clause investigation of 
screen-printed silk scarves. A public hearing was held February 24-27, 
1953. 

In its report, submitted to the President on April 13, 1953,27 the Com
mission unanimously found that, as a result in part of the customs treat
ment reflecting the concession granted in the General Agreement on 
Tariffs and Trade, screen..:printed silk scarves were being imported into 

ta U. S. Tariff Commission, Chalk Whiting: Report on Escape-Glawe ln11estigation, No. 15, 
195,3 (processed). 

21 U. S. Tariff Commission, Screen-Printed Silk Scarves: Report to the President on 
Escape-Clause ln11estigation, No. 19, 1953 (processed). 
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the United States in such increased quantities, both actual and relative, 
as to cause serious injury to the domestic industry producing like or di
rectly competitive products, and as to threaten continuance of such injury. 
The Commission also found that the application, for an indefinite period, 
of a rate of duty of 65 percent ad valorem on screen-printed silk scarves 
was necessary to prevent the continuance of serious injury to the domestic 
industry. 

In view of its findings, th.e Commission recommended to the P resident 
that the concession granted on screen-printed silk scarves in the General 
Agreement be modified to permit, for an indefinite period, the application 
of a duty of 65 percent ad valorem on such scarves. 

On June 10, 1953, in identical letters to the chairmen of the Senate 
Committee on Finance and the House Committee on Ways and Means, 
the President reported that he was not, at that time, giving effect to the. 
recommendation of the Commission. The President stated that he had 
questions concerning certain matters relating to the manufacture and 
distribution of silk scarves, and that he was requesting the Tariff Com
mission to make a further examination of the case and report its findings 
to him. Subsequently, the Commission forwarded copies of its escape
clause report on screen-printed silk scarves to the chairmen of the Senate 
Committee on Finance and the House Committee on Ways and Means. 

Under the Tariff Act of 1930, imports of screen-printed silk scarves 
were originally dutiable at 65 percent ad valorem. As the result of a 
concession granted at Geneva in the General Agreement on Tariffs and 
Trade, the duty on such scarves was reduced to 35 percent ad valorem, 
effective January 1, 1948. Pursuant to a concession granted at Torquay 
in the General Agreement, the duty was further reduced to 32% percent 
ad valorem, effective June 6, 1951. 

Woodwind musical instruments 

On May 6, 1952, in response to an application filed by Penzel, Mueller 
and Co., Inc., of Long Island City, N. Y., and others, the Tariff Com
mission instituted an escape-clause investigation of woodwind musical 
instruments and parts thereof. A public hearing was held on August 5, 
1952. 

In its report, issued on April 28, 1953,28 the Commission found that 
woodwind musical instruments and parts were not being imported into 
the United States in such increased quantities, either actual or relative, 
as to cause or threaten serious injury to the domestic industry producing 
like or directly competitive products. Accordingly, in the judgment of 
the Commission no sufficient reason existed for a recommendation to the 

28 U, S. Tariff Commission, Woodwind Musical Instruments and Parts Thereof: Report on 
Escape-Clause Investigation, No. 16, 1953 (processed). 
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President under the ·provisions of section 7 of the Trade Agreements 
Extension Act of 1951. 
. Under the Tariff Act of 1930, imports of woodwind musical instruments 
and parts were originally dutiable at 40 percent ad valorem. Pursuant 
to a concession granted in the bilateral trade agreement with France, the 
duty was reduced to 30 percent ad valorem, effective June 15, 1936. As 
the result of concessions negotiated at Geneva and at Torqua,y in the 
General Agreement on Tariffs and Trade, the duty was further reduced 
to 20 percent ad valorem, effective January 1, 1948, and then to 15 per
cent ad valorem, effective June 6, 1951. 

Periodic Reports and Review ·1nvesti~ations on Esc.ape-Clause 
Actions 

Under the terms of the standard escape clauses in trade agreements 
and of section 7 of the Trade Agreements Extension Act of 1951, escape
clause action withdrawing, suspending, or modifying a trade-agreement 
concession is to be taken only "for the time necessary to prevent or 
remedy" the injury or threat thereof to the domestic industry concerned. 
To implement this requirement, Executive Order 10401, which was signed 
by the President on October 14, 1952, directs the Tariff Commission to 
review developments with regard to products on which trade-agreement 
concessions have been modified or withdrawn under the escape-clause 
procedure, and to make periodic reports to the President concerning such 
developments. Such a report must be made first in each case not more 
than 2 years after the action becomes effective, and thereafter at intervals 
of a year as long as the concession remains modified or withdrawn in 
whole or in part. In addition, whenever in the Commission's judgment 
changed conditions warrant it, or upon request of the President, the 
Commission must institute a formal investigation to determine whether, 
and, if so, to what_extent, the escape-clause action needs to be continued 
in order to prevent or remedy serious injury or the threat thereof to the 
domestic industry concerned. Upon completion of the investigation 
(including a public hearing), the Commission is to report its findings to 
the President. 

Women's fur felt hats and hat bodies 

· Effective December 1, 1950, after an escape-clause investigation and 
report by the Tariff Commission, the President withdrew the concession · 
granted by the United States in the General Agreement on Tariffs and 
Trade on women's fur felt hats and hat bodies valued at more than $9 
and not more than $24 per dozen, · and restored the compound rates of 
puty specified in the Tariff Act of 1930 on those products. As required 
by Executive Order 10401, the Commission on November 26, 1952; sub-
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mitted to the President a periodic report on developments with respect 
to the fur felt hats and hat bodies involved in the escape action. 

Dried figs 

Effective August 30, 1952, after an escape-clause investigation and 
report by the Tariff Commission, the President modified the concession 
that the United States had granted in the Genera) Agreement on Tariffs 
and Trade on dried figs, and increased the import duty on such figs from 
2}~ cents to 4~ cents per pound. 

On March 10, 1953, in response to a request by the President, the 
Commission, under Executive Order 10401, instituted an investigation 
to review the escape-clause action taken by the United States on dried. 
figs. A public hearing was held on April 14, 1953. 

In its report, submitted to the President on June 3, 1953,29 the Com
mission found that the modification of the concession granted in the 
General Agreement, pursuant to which an import duty of 4~ cents per 
pound was applied to dried figs, remained necessary in order to prevent 
serious injury to the domestic industry producing the like or directly 
competitive product. In a letter dated June 25, 1953, the President 
informed the Chairman of the Tariff Commission that he concurred in 
the Commission's finding. 

QUANTITATIVE RESTRICTIONS ON IMPORTS INTO THE 
UNITED STATES 

During all or part of the last half of 1952 and the first half of 1953 the 
United States applied quantitative restrictions to imports of the follow
ing commodities: (1) Cotton, wheat and wheat flour, and shelled filberts,. 
under section 22 of the Agricultural Adjustment Act, to prevent imports. 
from interfering with domestic programs affecting the production or 
marketing of those commodities; (2) sugar, under the sugar act, to control 
the quantity of sugar supplied from both foreign and domestic sources;. 
(3) certain dairy products, fats and oils, and rice and rice products, under 
section 104 of the Defense Production Act of 1950, for various purposes;. 
and (4) sugar, cordage, rice, cigars, scrap tobacco, coconut oil, and buttons 
of pearl or shell imported from the Republic of the Philippines, under the
Philippine Trade Act of 1946, as part of a program to gradually eliminate
United States tariff preferences for Philippine products. These restric
tions are discussed in detail in the following sections of this chapter. 

The United States also prohibits or restricts imports of a wide range· 
of other articles, under various legislative acts, to protect public morals;. 
to protect human, animal, or plant life or health; to control the importa-

29 Published in U. S. Tariff Commission, Figs, Dried: Report to tM Pruident (1952) on tu· 
E.rcape-Clauu lnoutigation; Report to tM Pruident (1953) on tM lnoutigation Under Execu
tioe Order 10401, Rept. No. 188, 2d ser., 1953. 
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tion of gold or silver; to facilitate customs enforcement; to protect patents, 
trade-marks, and copyrights; to prevent deceptive practices, misrepresen
tations, and unfair competition; and to prevent importation of the prod
ucts of forced labor. These prohibitions and restrictions were discussed 
in some detail in the Commission's fourth report on the operation of the 
trade agreements program.80 · 

For convenience, the following section on restrictions under section 22 
of the Agricultural Adjustment Act includes a discussion of the Tariff 
Commission's investigations of tree nuts, wool, certain 9-airy products, 
certain oilseeds and oils derived from them, and oats, under that pro
vision of law. These investigations covered products on which the 
United States had made concessions in trade agreements. 

Restrictions Under Section 22 of the Agricultural Adjustment 
Act 

During the period July 1, 1952, to June 30, 1953, the United States 
continued to apply quantitative restrictions (quotas 31) on the importa
tion of cotton and wheat and wheat flour, continued to impose a fee on 
imports of shelled and blanched almonds, and imposed a quota on imports 
of shelled filberts under the provisions of section 22 of the Agricultural 
Adjustment Act, as amended. Effective July i, 1953, after an investiga
tion by the Tariff . Commission under the provisions of section 22, the 
President imposed various quotas and fees on imports of certain dairy 
products, flaxseed, linseed oil, peanuts, arid peanut oil. 
' Secti~n 22 authorizes the President to restrict imports of any commod
ity, by imposing either import fees or quotas, whenever such imports 
render or tend to render ineffective, or materially interfere with, programs 
of the United States Department of Agriculture relating to agricultural 
commodities. Before the President takes any action under section 22 
he is required in ordinary circumstances to await an investigation (in
cluding a public hearing) and recommendations by the Tariff Commission. 
The Trade Agreements Extension Act of 1951 (sec. 8) provides that, 
upon report by the Secretary of Agriculture that emergency treatment is 
required because of the perishability of an agricultural commodity, the 
Commission's report to the President and the President's decision must 
be made not more than 25 calendar days after the case is submitted to 

so Ch. 7. 
3! This discussion, as well as the following discussions on restrictions under the sugar act 

:and under the Philippine Trade Act of 1946, relates only to quotas that limit the total 
.quantity of imports. Such "absolute" quotas are to be distinguished from "tariff" quotas, 
-established for a number of individual articles in various trade agreements. Under tariff 
.quotas, specified quantities of the articles may enter the United States at reduced rates of 
.duty; imports in excess of the quota are subject to higher rates of duty, but they may be 
entered in unlimited quantities. 
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the Tariff Commission.32 In such circumstances, however, the President 
is authorized to take immediate action if he deems it necessary, without 
awaiting the Commission's recommendations.33 

Cotton 

To prevent interference with programs of the Department of Agricul
ture affecting the production or marketing of domestic cotton, the United 
States in 1939 established import quotas for cotton having a staple of 
less than l Ys inches (except harsh or rough cotton having a staple of less 
than % inch); for long-staple cotton l Ys inches and longer; and for certain 
wastes, consisting of card strips and of comber, lap, sliver, and roving 
wastes. In 1940 the restrictions on imports of cotton having a staple of 
l17{6 inches or more were suspended; in 1942, those on imports of card 
strips made from cotton having a staple of 016 inches or more were also 
suspended. In 1946, quotas were imposed on imports of harsh or rough 
cotton having a staple of less than % inch. Supplemental quotas have 
also been granted from time to time for certain long-staple cottons. 
Both the basic and supplemental quotas on cotton have been established 
by Presidential proclamation after investigations and reports by the 
Tariff Commission. During the period covered by this report, however, 
the Corii.mission made no investigations relating to cotton under section 
22. 

The quotas on short-staple cotton (cotton having a staple of less than 
l Ys inches) and on cotton wastes have regularly not been filled, although 
some countries have supplied their full allocations.34 Similarly, the 
global quota on harsh or rough cotton having a staple of less than % inch 
has regularly not been filled. In most recent years (although not in 
earlier years) the quota on long-staple cotton has been filled, and in some 
of those years additional quantities have been imported under supple
mental quota. In contrast with the quotas for most postwar years, the 
quota on long-staple cotton for the 12 months ending January 31, 1954, 
had not been filled by the end of the first 5 months of the quota year. 

32 Sec. 8 provides for investigation by the Commission (and decision by th~ President) 
under the provisions of either sec. 7 of the Trade Agreements Extension Act of 1951 (the 
escape clause) or sec. 22 of the Agricultural Adjustment Act, whichever is applicable. 

aa The Trade Agreements Extension Act of 1953, which was signed by the President on 
August 7, 1953, provides that the President may take immediate action under sec. 22, 
without awaiting the Commission's recommendations, in any case where the Secretary of 
Agriculture reports to the President that a condition exists requiring emergency treatment. 
Such action is to continue in effect pending the report and recommendations of the Tariff 
Commission. See ch. 2. • 

at The quotas on cotton having a staple of less than 1% inches (except harsh or rough 
cotton having a staple of less than % inch) and on cotton wastes are allocated by country 
of origin. The quotas on other cottons are global; they are not allocated by country of 
origin. 
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Wheat ·and wheat flour 

· · Si~ce May 1941, under the provisions of section 22 of the Agricultural 
Adjustment Act, the United States has restricted imports of wheat and 
wheat fl.our, semolina, crushed or cracked wheat, and similar wheat 
pr9ducts in order to prevent interference with programs of the Depart
ment of Agriculture to control the production or marketing of domestic 
wheat. Imports in any quota year are limited to 800,000 bushels of 
wheat and to 4 million pounds of wheat fl.our, semolina, and similar wheat 
products. Both quotas have been allocated almost entirely to Canada. 
Since their adoption in 1941, the quotas have not been changed, but ex
ceptions have at times been made for distress shipments, for seed wheat, 
for wheat to be used for experimental purposes, and for wheat imported 
during .the war by the War Food Administrator (virtually all of which_ 
was for animal feed). 

The annual quota on imports of wheat from Canada has regularly been 
filled. That on imports of fl.our from Canada has been filled in recent 
years, although it was not filled in most earlier years . Quotas on imports 
from countries other than Canada generally have not been filled, partly 
because these quotas are for less than commercial quantities. 

Edible tree nuts 

At the request of the President, the Tariff Commission on April 13,. 
1950, instituted an investigation of almonds, filberts , walnuts, brazil nuts, 
and cashews under section 22 of the Agricultural Adjustment Act, as 
amended. The investigation was ordered to determine whether any of 
these tree nuts were being, or were practically certain to be, imported 
into the United States under such conditions and in such quantities as to 
render or tend to render ineffective, or materially interfere with, any 
programs undertaken by the Department of Agriculture with respect to 
domestic walnuts, filberts, almonds, or pecans, or to reduce substantially 
the amount of any product processed in the United States from those 
domestic nuts. After investigation, including a public hearing, the Com
mission reported to the President on November 24, 1950, that there was 
at that time no basis under secticm 22 for imposing restrictions on imports 
of the tree nuts involved. The Commission advised the President, how
ever, that it was continuing the investigation. 

In September 1951 the Commission held a second public hearing, and 
on November 28, 1951, made its second report to the President. The 
Commission recommended in its second report that, in addition to the 
duties imposed under the Tariff Act of 1930, there be imposed a fee of 
10 cents a pound but not more than 50 percent ad .;alorem on imports of 
shelled almonds and blanched, roasted, or otherwise prepared or preserved. 
almonds · entered, or withdrawn from warehouse, for consumption during 
the period October 1, 1951, to September 30, 1952, in excess of an aggre-· 
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gate quantity of 4,500,000 pounds, provided that not more than 500,000 
pounds of the fee-free quota might consist of blanched, roasted, 
or otherwise prepared or preserved almonds. On December 10, 1951, 
the President issued a proclamation giving effect to the Commission's 
recommendation. 

In its 1951 report, as in its 1950 report, the Commission advised the 
President that it was continuing the investigation. After a third public 
hearing, held July 28-30, 1952, the Commission reported to the President 
on September 25, 1952, its findings and recommendations with regard to 
the need for restrictions on imports of tree nuts to prevent interference 
with programs of the Department of Agriculture for the 1952 crops of 
tree nuts. In its report, the Commission recommended the imposition 
of a fee on imports of shelled almonds and an absolute quota on imports 
of shelled filberts during the period October 1, 1952, to September 30, 
1953. 

The President accepted the Commission's recommendation with 
respect to almonds. On September 27, 1952, he issued a proclamation 
imposing a fee of 5 cents per pound on shelled almonds and blanched, 
roasted, or otherwise prepared or preserved almonds entered, or with
drawn from warehouse, for consumption during the period October 1, 
1952; to September 30, 1953, until 7,000,000 pounds of such almonds 
had been so entered or withdrawn, and a fee of 10 cents per pound on 
such almonds entered, or withdrawn from warehouse, during the period 
specified in excess of 7,000,000 pounds-these fees to be collected in 
addition to the regular duties imposed by the tariff act. . 

In its report the Commission recommended that imports of shelled 
filberts during the period October 1, 1952, to September 30, 1953, be 
restricted by an absolute quota to 4,500,000 pounds. Commissioners 
Brossard and Gregg recommended that the quota should be not more 
than 4,000,000 pounds. On October 20, 1952, President Truman stated 
that he was not acting upon the Commission's recommendation to impose 
additional restrictions on imports of shelled filberts. On June 10, 1953, 
however, President Eisenhower issued a proclamation imposing an 
absolute quota of 4,500,000 pounds on imports of shelled filberts during 
the year ending September 30, 1953.36 

In its third report, the Commission recommended no action on un
shelled almonds and filberts, or on walnuts, brazil nuts, or cashews. As 
in its previous reports, the Cqmmission also advised the President that 
it was continuing the investigation and that it would report again if 
further action was found to be necessary to carry out the purposes .of 

15 For the Commission's three reports and the Presidential proclamations with respect 
to edible tree nuts, see U. S. Tariff Commission, Edible Tree Nuts: Reports to the President, 
NorJembtr 1950, N ovember 1951, September 1952, Rept. No. 183, 2d ser., 1953. 

306549-54-8 



106 TRADE AGREEMENTS PROGRAM, SIXTII REPORT 

section 22. On June 30, 1953, the Commission ordered a fourth public 
hearing in ·the investigation, to be held on August 24, 1953. 

Wool 

On September 2, 1952, by direction of the President, the Tariff Com-· 
mission instituted an investigation of sheep's wool, carbonized wool of 
the sheep, and tops of sheep's wool, under the provisions of section 22 of 
the Agricultural Adjustment Act, as amended. The purpose of the 
investigation was to determine whether these commodities were being 
or were practically certain to be imported into the United States under 
such conditions and in such quantities as to render or tend to render 
ineffective, or materially interfere with, the price-support program 
undertaken by the Department of Agriculture with respect to sheep's 
wool. The Commission held a public hearing September 29-0ctober 1, 
1952. 

On June 25, 1953, the President advised the Commission that a report 
from it would serve no useful purpose inasmuch as the price-support 
program for wool in effect when the investigation was ordered had ended 
April 30, 1953. He directed the Commission, however, to keep under 
constant review the Department of Agriculture's programs for wool and 
wool tops, and developments relating to those programs. 

Certain dairy products and certain oilseeds and their oils 

On April 10, 1953, by direction of the President, the Tariff Commission 
instituted an investigation of certain dairy products, flaxseed and linseed 
oil, peanuts 'and peanut oil, and tung nuts and tung oil, under the pro
visions of section 22 of the Agricultural Adjustment Act, as amended. 
The investigation was ordered to determine whether, in the event that 
section 104 of the Defense Production Act of 1950, as amended, expired 
on June 30, 1953, the articles specified, imports of which were then 
restricted under section 104, were practically certain to be imported into 
the United States under such conditions and in such quantities · as to 
render or tend to render ineffective, or materially interfere with, programs 
undertaken by the Department of Agriculture with respect to any of such 
articles, or with respect to any product from which any of such articles 
are processed, or to reduce substantially the amount of any such articles 
processed in the United States from any agricultural commodity with 
respect to which any program of the Department of Agriculture was 
being undertaken. Public hearings were held on May 4, 5, 7, and 8, 1953. · 

On June 1, 1953, the Commission reported to the President its findings 
and recommendations.36 On the basis of its investigation under section 

ae For details of the Commission's findings and recommendations, see U. S. Tariff Com
mission, Specified Manufactured Dairy Products, Flaxseed and Linseed Oil, Peanuts and 
Peanut Oil, Tung Nuts and Tung Oil, 1953 (processed). 
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22, the Commission found (Commissioner Edminster dissenting in part 37) 

the need for, and recommended to the President the imposition of, the 
following quantitative limitations and fees: 

Quota (for each 12-mont/r. periorl 
Item btginning July 1) or ftt 

Butter _______________ _____________________________________ 707,000 pounds. 

Dried whole milk--- ---------------------------------- - ----- 7,000 pounds. 
Dried buttermilk _________ __ ___________ --------------------- 496,000 pounds. 
Dried cream __ __ __ -------------- - ----------------- --------- 500 pounds. 
Dried skimmed milk ___ ________ ___ ____________ ______________ 1,807,000 pounds. 
Malted milk, and compounds or mixtures of or substitutes for milk 6,000 pounds. 

or cream (aggregate quantity). 
Cheddar cheese, and cheese and substitutes for cheese containing, 2,780,100 pounds. 

or processed from, Cheddar cheese (aggregate quantity). 
Edam and Gouda cheese (aggregate quantity) __________________ 4,600,200 pounds. 
Blue-mold (except Stilton) cheese, and cheese and substitutes for 4,167,000 pounds. 

cheese containing, or processed from, blue-mold cheese (aggre-
g<\te quantity). 

Italian-type cheeses, made from cow's milk, in original loaves 9,200,100 pounds. 
(Romano made from cow's milk, Reggiano, Parmesano, Provo-
loni, Provolette, and Sbrinz) (aggregate quantity). 

Peanuts, whether shelled, not shelled, blanched, salted, prepared, 
or preserved (including roasted peanuts, but not including 
peanut butter) (aggregate quantity). 

Peanut oil_ ______ __ ___________ ____________ -- ____ - _ -- - - - - - __ 

Flaxseed (except flaxseed approved for planting pursuant to the 
Federal Seed Act). 

Linseed oil, and combinations and mixtures in chief value of such 
oil. 

1,709,000 pounds: 
Provided, That peanuts 

in the shell shall be 
charged against this 
quota on the basis of 
75 pounds for each 
100 pounds of peanuts 
in the shell. 

25 percent ad valorem 
on peanut oil entered, 
or withdrawn from 
warehouse, for con
sumption during any 
12-month period be
ginning July 1 in ex
cess of 80,000,000 
pounds. 

50 percent ad valorem. 

50 percent ad valorem. 

By proclamation of June 8, 1953, the President imposed the restrictions 
recommended by the Commission, to become effective July 1, 1953, if 
section 104 of the Defense Production Act should expire on June 30, 

87 Commissioner Ed.minster concurred in the findings and reco=endations of the Com
mission except with respect to the annual quota that should be imposed on certain of the 
articles involved. The articles in question and the quotas which he determined to be proper 
to carry out the purpose of sec. 22 of the Agricultural Adjustment Act, as amended, were 
as follows: Butter, 897,000 pounds; Cheddar cheese, and cheese and substitutes for cheese 
containing, or processed from, Cheddar cheese, 6,376,000 pounds; blue-mold (except Stilton) 
cheese, and cheese and substitutes for cheese containing, or processed from, blue-mold 
cheese, 5,000,000 pounds; whole milk, dried, 4,467,000 pounds; malted milk, and compounds 
or mixtures of or substitutes for milk or cream, 204,000 pounds; and peanuts, 2,223,862 
pounds. Although Commissioner Edminster concurred in the Commission's recommenda
tion regarding Edam and Gouda cheese, he did not concur in the Commission's choice of the 
representative period with respect to imports of such cheese. 
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1953.38 Since section 104 did expire on the latter date, the restrictions. 
became effective July 1, 1953. 

Besides the articles liste& above, the Commission's investigation 
cover.ed butter oil, tung nuts, and tung oil. In its report, the Commission 
found that there was at that time no basis under section 22 for imposing 
restrictions on imports of those products; it therefore did not recommend 
that any restrictions be imposed on imports of butter oil, tung nuts, and 
tung oil.. 

Oats 

On June 10, 1953, by direction of the President, the Tariff Commission 
instituted an investigation of oats under the provisions of section 22 of 
the Agricultural Adjustment Act, as amended. The purpose of the 
investigation is to determine whether oats, hulled or unhulled, and un
hulled ground oats are being or are practically certain to be .imported into 
the United States under such conditions and in such quantities as to 
render or tend to render ineffective, or materially interfere with, the 
price-support program undertaken by the Department of Agriculture 
with respect to oats, or to reduce substantially the amount of products 
processed in the United States .from domestic oats. A public hearing 
was scheduled for July 7, 1953. 

Restrictions Under the Sugar Act 

Beginning with the Sugar Act of 1934 and continuing with the Sugar 
Acts of 1937 and 1948, all sugar for the United States market, whether 
domestic or imported, has been limited by absolute quotas, except during 
periods of emergency when the President has exercised his authority to 
suspend the restrictions. On September 1, 1951, the President approved 
legislation (Public Law 140, 82d Cong.), which became effective January 
1, 1953, to extend the Sugar Act of 1948, in amended form, for 4 years. 

Under the system of restrictions employed, the Secretary of Agriculture 
determines the quantity of sugar needed each year to supply the require
ments of consumers in the continental United States, taking into account 
"prices which will not be excessive to consumers and . which will fairly 
and equitably maintain and protect the welfare of the domesti~ sugar 
industry." The quantity is then allocated, in the manner specified by 
law, among the producing areas in the continental United States and its. 
outlying territories and possessions, and in the Republic of the Philip
pines, Cuba, and other foreign countries. 

In general, the allocations have been apportioned according to the shares 
of domestic consumption that were supplied by the respective sources. 
before the controls were imposed. Under current legislation, the quotas. 
for domestic areas (contin.ental United States, Hawaii, Puerto Rico, and 

11 See the section of this chapter on restrictions under the Defense Production Act of 1950. 
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the Virgin Islands) and the Philippines are absolute quantities, and the 
remainder of the total amount determined each year by the Secretary of 
Agriculture is allocated proportionately to Cuba (96 percent) and to other 
foreign countries exclusive of the Philippines (4 percent) .39 Hence, any 
1ncrement in the total estimated requirement as a result of expanded 
·consumption would be conferred almost entirely on Cuba unless, of 
·course, Cuba would not be able to fill it. The sugar act provides for 
reallocation of deficits from any supplying area, and, for some areas, 
limits the quantity that may be supplied as refined (direct consumption) 
·sugar. Separate quotas on imports of liquid sugar from foreign countries 
.are also established by law. 

Restrictions Under the Defense Production Act of 1950 

Section 104 of the Defense Production Act of 1950, which was in effect 
from July 31 , 1951, to June 30, 1953, provided that no imports of certain 
:specified commodities could be admitted to the United States during that 
period, whenever the Secretary of Agriculture determined that such 
~mports would (1) impair or reduce the domestic production of any such 
·commodity below the then current production levels, or below such 
higher levels as the Secretary of Agriculture might deem necessary in 
view of domestic and international conditions, or (2) interfere with the 
•orderly domestic storing and marketing of any such commodity, or (3) 
;result in any unnecessary burden or expenditures under any Government 
price-support program.40 

The products specified in section 104 were fats and oils,41 peanuts, 
butter, cheese and other dairy products, and rice and rice products. 
During all or part of the period covered by this report, the Secretary of 
Agriculture, under the provisions of section 104, imposed import controls 
•On the following commodities: Butter; butter oil; casein or lactarene, and 

39 Before J anuary 1, 1953, Cuba's share of the amount allocated to fo reign countries other 
ithan the Philippines (under t he Sugar Act of 1948) was 98.64 percent, and t hat of foreign 
·countries other than Cuba and t he Philippines was 1.36 percent. 

• 0 Sec. 104 was added to the Defense Production Act of 1950 (Public Law 774, 81st Cong.) 
'by the D efense Production Act Amendments of 1951 (Public Law 96, 82d Cong.). Sub
·sequently, sec. 104, in modified form, was extended for the period J uly 1, 1952, to June 30, 
1953, by the Defense Production Act Amendments of 1952 (Public Law 429, 82d Cong.). 
In most respects t he provisions of sec. 104, as modified, did not differ from the original 
·provisions, described above in the text. Under the modified provisions, however, the 
'Secretary of Agricultu re could impose import restrictions on specific types or varieties of 
•commodities, such as on specific kinds of chee.se; moreover, when he deemed it necessary 
'(after considering "the broad effects upon international relationships and trade"), the 
:Secretary could permit additional imports of each type or variety of the commodities con
·cerned, not in excess of 15 percent of the import restriction established thereon under sec. 104. 

u Including oil-bearing materials, fatty acids,, and soap and soap powder, but excluding 
·coconuts and coconut products and petroleum and petroleum products . 
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mixtures in chief value thereof, n. · s. p. f.; cheese; flaxseed (linseed);
flaxseed screenings, scalpings, chaff, or scourings; linseed oil, and com
binations and mixtures in chief value of such oil; dried skimmed milk 
(nonfat dried milk solids); dried whole milk; dried buttermilk; dried' 
cream; peanuts, blanched, roasted, prepared, or preserved; peanuts, 
shelled or not shelled; peanut oil; paddy rice; uncleaned or brown rice ;; 
deaned or milled rice; cleaned Patna rice, for use in canned soups; rice
meal, flour, polish, and bran; broken rice; rice starch; tung nuts; and 
tung oil. Pursuant to the General Agreement on Tariffs and Trade or 
to bilateral trade agreements, the United States has concessions ineffect 
on all these commodities except the following: Linseed oil and combina
tions and mixtures in chief value of such oil; peanuts, blanched, roasted, 
prepared, or preserved; peanut oil; shelled peanuts; paddy rice; uncleaned' 
or brown rice; cleaned Patna rice, for use in canned soups; tung nuts;. 
and tung oil. 

Under section 104, imports of the commodities listed above were con
trolled by licenses issued by the Department of Agriculture. The effect 
of these controls varied markedly from one product to another. Under· 
the licensing system, imports of some commodities-such as butter-were
virtually excluded, and imports of other commodities-such as certaim 
kinds of cheese-were sharply curtailed. For still other commodities
such as broken rice, flaxseed screenings for stock feed, and flaxseed , 
peanuts, and rice for planting-licenses were issued freely and the controls: 
therefore were not restrictive. 

Restrictions Under the Philippine Trade Act 

As part of extensive provisions for the transition of Philippine products,. 
upon entry into the United States, from their present duty-free status. 
to full-duty status, the Philippine Trade Act of 1946 42 established 
absolute quotas on imports of certain commodities from the Philippines :: 
rice, cigars, scrap and filler tobacco, coconut oil, and buttons of pearl or· 
shell. The act continued with some modification the· absolute quota on 
imports of sugar from the Philippines provided for in the Sugar Act of 
1937. It also continued without change the absolute quota on imports; 
of hard-fiber cordage provided· for in the. Philippine Independence Act of 
1939. Under the Philippine Trade Act, those commodities that are· 
subject to import quotas, together with all other Philippine products, 
will become dutiable by gradual steps, beginning July 4, 1954. After· 
July 3, 1974, when the full duties will apply, the quotas will no longer be· 
imposed under the terms of the act. 

I 

42 The provisions of the Philippine Trade Act were accepted by the Philippine Government· 
on July 3, 1946; in _the following year they were incorporated in an executive agreement. 
between the United States and the Republic of the Philippines. 



JULY 1952-JUNE 1953 111 

Besides the quotas specifically provided for, the Philippine Trade Act 
of 1946 authorizes the President to establish quotas on imports of other 
Philippine articles which he finds, after investigation by the Tariff Com
mission, are coming, or are likely to come, into substantial competition 
with like articles which are the product of the United States. Thu.s far, 
no action has been taken under this provision. During 1952, none. of the 
quotas provided for in the Philippine Trade Act of 1946 were filled. 





' I 

Chapter 6 

Changes in Tariffs, Exchange Controls, 
and Quantitative Trade Restrictions by 
Countries With Which the United States 
Has Trade Agreements 

INTRODUCTION 

All the countries with which the United States has trade-agreement 
obligations have tlie right to restrict their imports as long as they are 
having difficulty in acquiring sufficient foreign exchange to pay for all 
the foreign goods and services that their nationals would import in the 
absence of import restrictions. As in earlier postwar years, most of these 
countries continued in 1952- 53 to be in external-payments difficulties, 
especially with respect to dollar payments, and therefore continued to 
restrict imports for balance-of-payments reasons. In permitting the use 
of exchange controls and quantitative restrictions for balance-of-payments 
reasons, the General Agreement on Tariffs and Trade and the bilateral 
trade agreements to which the United States is a party also provide that 
the countries which find it necessary to use such forms of trade control 
shall relax them as their balance-of-payments position improves, and 
shall abandon them entirely when their external-payments problems 
cease to exist. 

Countries that are in a position to exercise their right to restrict im
ports for balance-of-payments reasons are less subject to pressure to 
increase their import duties for protectionist reasons than they would be 
if they were not free to restrict imports by other means. The restriction 
of imports through the use of exchange controls, licensing, quotas, pro
hibitions, and other forms of quantitative restriction is itself highly 
protective to most domestic producers of articles subject to import com
pet1t10n. Consequently, as long as these methods may be used, tariff 
revisions are not generally resorted to. 

TARIFF CHANGES 

In 1952- 53, as in earlier postwar years, member countries of the Euro
pean Payments Union and the sterling area adjusted their import trade to 
their external-payments capacity almost entirely by changes in their 
exchange controls and quantitative restrictions. Relatively few import 

113 
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duties were increased; some duties were reduced or temporarily suspended. 
Some countries reiterated their adherence to the protectionist principle 
and indicated their intention of retaining protective duties, or even of 
increasing them, once they are no longer permitted (as under the terms 
of the General Agreement on Tariffs and Trade) to employ exchange 
controls and quantitative restrictions. 

The Indian customs tariff underwent a major revision in 1952; the 
changes became effective in February 1953, to remain in effect through 
the fiscal year ending March 31, 1954. Duties were reduced on some 
items, including scientific and surgical instruments, numerous drugs and 
medicines, and a few canned and prepared foods. The increases in duty 
applied to a wide variety of items (chiefly luxury manufactures), including 
a number of fabrics, assembled automobiles, certain canned fruits and 
fruit juices, nonspirituous patent medicines, certain . precious stones, a 
variety of toilet preparations, clothing, earthenware, chinaware, glass
ware, foggage, lead pencils, and umbrellas. 

In 1953 hearings were begun in New Zealand on proposals for a general 
tariff revision; the New Zealand tariff has not been substantially revised 
for about 20 years. 

Western Hemisphere countries (especially the Latin American coun
tries) showed a somewhat greater disposition to increase tariff duties and 
<>ther charges on imports in 1952-53 than did the member countries of 
the European Payments Union or of the sterling area. However, those 
Latin American countries that employ exchange controls and quantitative 
restrictions sparingly or not at all (the dollar countries) showed but little 
more tendency, if any, to increase charges on imports than the nondollar 
countries, which continued to restrict imports both quantitatively and 
through exchange controls, for balance-of-payments reasons. 

In the dollar group, Cuba increased import duties on certain cheeses 
and automobiles, and established new taxes on imported and domestic 
luxury goods; it also increased the tax on imported textiles from 6 percent 
to 8 percent. The Dominican Republic increased its consumption tax on 
imported and domestic sugar. Honduras increased a few import duties. 
A United Nations mission to Ecuador made recommendations for a revi
sion of the Ecuadoran tariff system; not all these recommendations were 
acceptable to the Ecuadoran Government, which desired more protection 
than that already afforded by its tariff. Early in 1953, Ecuador raised 
its duties on all imports and exports. Some Venezuelan duties were in
creased as a result of the supplementary trade agreement negotiated with 
the United States,1 but others were reduced or bound against increase. 
Haiti exempted from import duties certain materials and equipment 
needed for the country's economic development. Canada, which is out-

1 See ch. 4. 

' 
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ranked only by the United States as a dollar country, freed numerous 
-imports of duties and lowered the duties on some other goods, particularly 
'faw materials. 

In the nondollar group of Latin American countries, Brazil increased 
-.its import duties on certain petroleum products, and Chile increased its 
·excise tax on imports. Paraguay and Uruguay appear to have done very 
little toward increasing charges on imports. Peru, however, while ex
·empting some mining equipment from import duties, increased the duties 
·On numerous fabrics and articles of clothing, on various soap, paper, and 
glassware products, and on numerous other items. Not covered by 
these increases were items included in Peru's list of concessions under the 
·General Agreement. By decree early in 1953 Peru established a tempo
rnry additional import duty of 50 percent ad valorem on more than 800 
items classified as not essential. This step was taken to strengthen th~ 
-exchange rate, but the decree was soon rescinded on the ground that other 
.m.easures to strengthen the exchange rate had been successful. 

EXCHANGE CONTROLS AND QUANTITATIVE 
RESTRICTIONS 

For a survey of their use of quantitative trade restrictions and exchange 
•controls, the 42 foreign countries with which the United States had trade 
agreements in effect on June 30, 1953, may be classified into four major 
·groups, within each of which the countries exercise control of foreign 
trade in a somewhat similar way. These groups are as follows: (1) The 
European Payments Union (EPU); (2) the sterling area; (3) various non
·dollar countries (other than those in groups 1 and 2), most of which rely 
heavily upon multiple-exchange-rate systems for control of their trade; 
:and (4) certain dollar countries, including Canada and several countries 
·in Latin America, which now exercise a minimum of control over their 
·trade with other countries. 

Nearly all of the countries in the groups mentioned above, except those 
·m the dollar group, have for several years imposed restrictions on their 
import trade for balance-of-payments reasons. These restrictions have 
.applied not only to imports from the United States and other dollar 
.countries but also, in many instances, to imports from nondollar coun
tries. The imposition of restrictions on imports from certain sources but 
not from others, or the application of more stringent restrictions to im
·ports from some sources than to imports from others, results in dis
•crimination. The General Agreement on Tariffs and Trade, however, 
permits such discrimination for balance-of-payments reasons, provided 
·that the discriminatory application of quantitative restrictions and the 
restrictions themselves, whether discriminatory or not, shall be relaxed 
;as soon as the external-payments position of the country applying them 
:permits. Gradual relaxation of the restrictions is intended to lead 



116 TRADE AGREEMENTS PROGRAM, SIXTH REPORT 

eventually to their complete removal, on the assumption that this will 
become possible when the general convertibility of currencies is realized. 
Similar provisions regarding the temporary use of quantitative import. 
restrictions for balance-of-payments reasons are also contained in the· 
bilateral trade agreements which the United States still has with certain 
countries. 

Countries that have employed quantitative import restrictions for· 
balance-of-payments reasons have done so, for the most part, as one 
means of solving their "dollar" problem-that is, to narrow or close the 
gap between their earnings and their expenditures of dollars. These re
strictive practices have enabled many countries to restore a greater degree· 
of balance between their dollar earnings and their dollar expenditures, 
chiefly by reducing the amount of imports that must be paid for in dollars .. 
The balance thus gained, however, is at the expense of trade expansion, 
and unless steps are taken to counteract this effect while the trade re
strictions are still being applied, the difficulties of expanding international 
trade tend to increase rather than to decrease. Such groups as the EPU 
and the sterling area represent cooperative efforts of the member coun-· 
tries to relax or abolish quantitative restrictions on trade and to achieve
general currency convertibility within thei~ respective groups. Realiza
tion of these objectives is intended, in turn, to facilitate the solution of 
their dollar problems, so that removal of restrictions against dollar goods. 
can be expedited and their currencies made freely convertible with 
dollar currencies at an earlier date than would otherwise be possible. 

There has been a general improvement in the world payments position. 
in recent years. The total gold reserves and dollar holdings of Western 
Europe (which includes all the continental EPU countries) increased from 
6 billion dollars in 1949 to 8.4 billion at the end of 1952. This represents. 
an increase of about 30 percent in gold holdings, of more than 60 percent 
in dollar holdings, and thus of 40 percent in total gold and dollar holdings •. 
The improvement in the payments position of the sterling area,2 although 
quite substantial, was less pronounced than that in the payments position 
of Western Europe; between 1949 and 1952, the gold holdings of the
sterling area increased by 12 percent, the dollar holdings by 40 percent, 
and gold and dollar holdings together, by about 20 percent . . The im
provement was less pronounced for the United Kingdom and its depend-· 
encies than for other countries of the sterling area. Canada's holdings. 
of gold and dollars increased during the same period by 80 percent. 
Indonesia's overall position and that of other Asiatic countries improved_ 
by more than 50 percent. The position of Latin American countries. 
(nonagreement as well as agreement countries) showed less improvement. 

2 The sterling area consists of all countries of the British Commonwealth {except Canada),, 
and Burma, Iceland, Iraq, Ireland, Jordan, and Libya. 
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than that of any other group of countries-an increase of only 10 percent. 
In summary, the gold holdings of all foreign countries combined increased 
by about 20 percent between 1949 and 1952, their dollar holdings in
,creased by more than 50 percent, and their total holdings of gold and 
·dollars increased by 33 percent. 

Improvement of the general payments position is one of the principal 
conditions necessary for the ultimate convertibility of currencies and the 
removal of quantitative restrictions on international trade. A primary 
objective of the International Monetary Fund is to establish a multi
lateral system of payments with respect to current transactions between 
members, and to eliminate foreign-exchange restrictions that hamper the 
growth of world trade.3 While it is the primary responsibility of each 
member of the Fund to build up a strong payments position in order to 
establish and maintain the convertibility of its currency, it has been 
recognized that international collaboration is necessary for the solution 
of payments problems. Such collaboration is necessary to assure a 
country undertaking to establish convertibility, by building up its dollar 
holdings, that other countries will not seek, by placing restrictions on 
imports from it, to reverse unfavorable trade balances and thus convert 
more of their current earnings into dollars by draining them off in this 
way instead of earning them directly by expanding their own exports to 
dollar countries. 

Another and more deep-seated problem associated with attempts of 
countries to establish and maintain convertibility of their currencies by 
building up their reserves is to prevent dissipation of those reserves. The 
General Agreement on Tariffs and Trade permits contracting parties that 
are in balance-of-payments difficulties to restrict imports by quantitative 
means (such as quotas) in order to safeguard their reserves. From the 
point of view of the International Monetary Fund, countries that are in 
balance-of-payments difficulties have relied too much on quantitative 
import restrictions to protect a given payments position, and not enough 
on measures that would build up their productive capacity and improve 
the competitive position of their goods in export markets. That is, they 
have relied more on negative measures than on positive ones. In par
ticular, they have been slow to recognize the importance of sound fiscal 
and monetary policies in the conduct of their affairs. As the Monetary 
Fund's annual report for 1953 pointed out, "Immediately after the war 
the widely accepted goal was to adjust fiscal and monetary policies in 
such a manner as· to ensure high levels of domestic activity, while, if 

3 Art. XV of the Gene
0

ral Agreement on Tariffs and Trade provides for consultation with 
the Fund in all cases "in which the Contracting Parties are called upon to consider or deal 
with problems concerning monetary reserves, balances of payments or foreign exchange 
arrangements." 
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p.ecessary, external accounts were balanced by other more direct measures; 
among these measures restrictions became the most extensively used." 4 

The use of fiscal and monetary policies to insure high levels of employ
ment and real income resulted in an intensification of domestic demand 
in some countries. This, in turn, led to strong inflationary pressures-to 
such an extent that the advantages gained from these measures were 
more than offset by disadvantages connected with external trade. In 
other words, inflation tended to raise the costs of production and to dis
courage high productivity to an extent which made it increasingly 
difficult for countries following such policies to compete on favorable 
terms in export m<1.rkets with countries that restricted credit and adopted 
other measures to better their competitive positions and thus improve 
their balances of payments. As explained by the Monetary Fund, "The 
main purpose of monetary policy is to keep domestic demand within 
proper limits and, in particular in countries with balance of payments 
deficits, to limit it in such a way as to contribute to an improvement in 
the balance of payments." 5 

Countries that fail to keep domestic demand within limits conducive 
to improving their international competitive positions and their balance 
of payments have invariably found it necessary to resort to quantitative 
import restrictions as the only alternative way of safeguarding, their pay
ments pos1t1ons. In their 1953 report, the executive directors of the 
International Monetary Fund state: "Both governments and the public 
increasingly recognize that restrictions are an unsatisfactory way of 
coping with balance of payments difficulties, not only in the long run, 
because of their unfavorable effects on the international division of labor 
and productivity, but even in the short run (from the standpoint of 
objectives immediately in mind), because they do not contribute to any 
fundamental strengthening of the payments position." 6 

The Monetary Fund does not take the position, however, that monetary 
policy is a satisfactory solution for all problems connected with external
payments difficulties. For example, it regards the setback to production 
in 1952 as a reaction to the "scare buying,'' intensified defense efforts, 
and speculative trading that followed the outbreak of the Korean conflict, 
rather than a consequence of restrictive monetary policies that were 
applied in 1952. · 

The outbreak of hostilities in Korea in June 1950 was followed by 
several months of intense trade activity throughout the world, and the 
external-payments position of most countries improved. During 1950- 51 

4 International Monetary Fund, Annual &port of the Executive Directors for the Fiscal 
Year Ended April 30, 1953, Washington, p . 35. 

6 Ibid., p. 37. 
o Ibid., p. 39. 

,. . 
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there was a general relaxation of trade restrictions. In 1951-52 the 
worldwide demand for stockpile materials, which had accounted for much 
of the increased trade activity in the preceding period, slacken~d, and 
the prices of raw materials declined sharply. Countries that supply 
primary goods soon found themselves with serious trade deficits. Like
wise, several Western European countries began to experience renewed 
balance-of-payments difficulties; these difficulties were caused in large 
part by new requirements for armament and, in some countries, by addi
tional strains placed on their economies by inflation. The general 
response of governments to these developments in 1951-52 was to in
tensify their quantitative trade restrictions as the most readily available 
means of reducing their trade deficits and of. achieving a more balanced 
payments position. The intensification of import restrictions had the 
immediate effect of curtailing demand for foreign goods-particularly 
dollar goods-in these countries. 

At the beginning of 1952-53, on the other hand, the situation in the 
United States was such as to contribute substantially to the movement 
toward a more balanced payments position in countries that were under
taking to improve their payments position by curtailing imports. United 
States expenditures abroad increased, thus adding considerably to the 
world supply of dollar exchange. These expenditures were devoted 
largely to meeting defense requirements, and included the purchase of 
large quantities of foreign goods and services for United States forces 
stationed abroad. Domestic expenditures for personal consumption also 
increased, thus contributing to an increased demand for foreign goods. 

Thus, as a result of intensified foreign restrictions on dollar expenditures 
and of increased United States demand for foreign goods and services, 
the payments position of the world as a whole continued to improve in 
1952-53. Many countries, on the other hand, still continued to have 
serious payments difficulties and therefore either maintained or intensified 
their restrictions on trade. Unless offset by increased income from ex
ports, this generally meant a further reduction in their le".el of imports 
and in their standard of living. In 1952-53, as in 1951- 52, many countries 
sought to increase their exports, particularly to dollar markets, by devices 
associated with exchange manipulation. Some countries substantially 
increased their rates of duty on imports (except rates fixed in trade 
agreements), but the principal devices for the control of foreign trade 
continued to be those long associated with quantitative restrictions and 
exchange control. ' 

The use of quantitative import restrictions for protectionist purposes 
(or· for any purposes other than to counteract and correct balance-of
payments difficulties) is prohibited under the general provisions of the 
General Agreement and the bilateral agreements to which the United 
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States is a party. Rates of duty not fixed in trade agreements are, of 
course, subject to any change an individual country may care to make •. 
Actually, as long as a country may legally use quantitative inwort re
strictions to protect its payments position, it has less incentive' to seek 
protection for domestic industries by making tariff adjustments. 

" 
The European Payments Union 

The United States has encouraged countries to which it has given 
financial aid in increasing trade_ among themselves or with other non
dollar countries in order to reduce their dependence on continuance of 
such aid, and, at the same time, to maintain or to improve their dollar 
position by expanding exports to the United States, Canada, and other 
dollar countries rather than by restricting imports frorµ these countries. 
The establishment of the European Payments Union, with financial 
assistance from the United States, has been one of the major efforts of 
this and other countries to achieve these objectives and to move more 
rapidly toward restoring the general convertibility of currencies. 

The establishment of the European Payments Union, and the major 
developments during its first 2 years of operation (July 1, 1950-June 30, 
1952), were discussed in chapter 6 of the Commission's fifth report on the 
operation of the trade agreements program. The European Payments 
Union was established as a mechanism for coping with the trade-and..: 
payments problems faced by the members of the Organization for Eur~ 
pean Economic Cooperation (OEEC).7 Almost all the OEEC countries 
had been in chronic deficit in their balance of payments with the dollar 
area-and more especially with the United States-for a number of years. 
The United States Government undertook to alleviate the balance-of
payments problem created by the shortage of dollars, by granting financial 
assistance to a number of countries, including most of those in Western 
Europe. The European countries, for their part, established the Organi
zation for European Economic Cooperation to provide a unified basis on 
which to carry on their trade with each other and to make the most 
efficient use of the dollar aid they had received. The ultimate purpose 
was to make Europe independent of United States financial assistance. 

After some preliminary, but not entirely satisfactory, efforts at eco-

7 The OEEC countries are Austria, Belgium, Denmark, France, the Federal Republic of 
Germany, Greece, Iceland, Ireland, Italy, Luxembourg, the Netherlands, Norway, Portugal, 
Sweden, Switzerland, Trieste, Turkey, and the United Kingdom. The United States has 
trade agreements with all these countries except Ireland, Portugal, and Trieste. The 
United States and Canada, although not members of OEEC, participate in its work. 
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nomic cooperation, the OEEC established the European Payments Union,8 

which began operations on July 1, 1950. When EPU was created, it was 
expected to be a major instrument in re.storing trade to a multilateral 
basis and in creating conditions that would permit the general converti
bility of currencies. Although its operations were limited to a relatively 
small number of countries, the expectation was that once these countries 
were able to make clearings among themselves on a multilateral basis, 
the system could be extended to include other countries. Eventually, 
when the restoration of multilateral trade and payments had become 
general, EPU would be abandoned. The creation of a common market 
among the participating countries, free of quantitative restrictions on 
trade and without discrimination, was the immediate objective of the 
system. 

Establishment of the EPU payments mechanism, and the associated 
plan for freeing trade from quantitative restrictions, represented an 
attempt to supplement in Western Europe the work of the International 
Monetary Fund and the General Agreement on Tariffs and Trade. The 
EPU payments mechanism went beyond the Fund mechanism in pro
viding a multilateral basis for greater liquidity in payments transactions, 
and also in providing definite incentives for a deficit country to correct 
any imbalance in its payments position. The trade-liberalization plan 
of the EPU likewise went considerably beyond the General Agreement in 
that it made a direct attack on quantitative trade restrictions. The 
General Agreement had been more successful in obtaining reductions in 
tariff duties than in eliminating quantitative restrictions. 

Under the system of automatic compensations established as the basis 
of EPU operations, the currencies of members are accepted without dis
crimination and thus become transferable among the members. At the 
close of each accounting period, each member makes only one settlement 
of its balance (credit or deb-it); that is, it settles directly with the Pay
ments Union instead of with other members separately. Thus a member 
that, on balance, has more payments due it from other members than it 
owes them becomes a creditor with the Payments Union and is entitled to 

8 The countries participating in the operations of EPU do so on the basis of quotas (see 
text) allotted to them. Although Belgium and Luxembourg have separate membership in 
OEEC, they have a combined quota position in EPU as the. Beige-Luxembourg Economic 
Union (BLEU); the Belgian Congo, as part of the Belgian monetary area, is included in 
the BLEU quota with EPU. Likewise, Trieste is in the Italian monetary area; the Nether
lands West Indies and Surinam are in the Netherlands monetary area; French and Portu
guese dependencies are in the French and Portuguese monetary areas; ' and British de
pendencies and countries in the sterling area (except Iceland) are covered by the United 
Kingdom's quota in EPU. No individual quota was allotted to Ireland, which is in the 
sterling area, but Iceland, although also in the sterl inl? area, has a separate position in EPU. 

306549- 54--9 
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receive from the Payments Union the net balance due it. Conversely, a 
member becomes a net debtor with the Payments Union by accumulating 
more deficits with other members than it accumulates in credits. 

The EPU system of compensations is "automatic," in that the settle
ment of the balances of members is made in accordance with a prearranged 
scale of payments. Because the payments position of no OEEC country 
except Switzerland was strong enough to permit the settlement of balances 
entirely iJl gold, it was necessary to create a system which would economize 
in the use of gold; this objective was achieved by enabling members of 
EPU to settle their balances partly in gold and partly in credit.9 To 
provide a basis on which the amounts of gold and credit settlements could 
be calculated, each EPU member was assigned a quota; all the quotas 
except those .for Belgium-Luxembourg and Switzerland 10 were determined 
on the basis of about 15 percent of each member's transactions on current 
account with all other member countries (including the associated 
monetary areas of those that had such areas) during 1949. The ·quota 
represents, for each member, the limit within which credit facilities are 
automatically provided for the settlement of its cumulative accounting 
surplus or deficit with the Payments Union. 

The total resources represented by the individual quotas originally 
amounted to 3,950 million "units of account," 11 each unit being equivalent 
to the gold content of the United States dollar.12 The country quotas 
vary greatly. The United Kingdom and its associated monetary area 
(the entire sterling area) was allotted 1,060 million units, or more than 
one-fourth of the total number of units with which EPU began operations; 
the United Kingdom's quota is used to finance trade between the con
tinental EPU members and the entire sterling area (except Iceland). 
France, with the next largest quota, was allotted 520 million units; the 
Federal Republic of Germany, 500 million; Belgium-Luxembourg, 360 
million; and the Netherlands, 355 million. Those with very small quotas 
are Austria (70 million), Turkey (SO million); Greece (45 million), and 
Iceland (15 million). 

1Actually, dollars have been the final means of settling balances within EPU. Under 
the articles of EPU, a member's obligation to settle its deficit by a transfer of gold may be 
discharged by payment in dollars. During t he Payments Union's first year of operation, 
when the original resources consisted entirely of dollars, the" gold" transfers were made in 
dollars. 

10 At the request of Belgium-Luxembourg and Switzerland, the former was given a smaller 
quota and the latter a larger quota than the 15-percent formula prescribed. 

11 Subsequently the quotas of Germany and the Netherlands were increased, bringing the 
total resources of EPU to 4,155 million units . 

12 The U. S. Congress authorized the Economic Cooperation- Administration (ECA) to 
allot from 350 million to 400 million dollars as a separate working-capital fund of the Pay
ments Union. One of the purposes of this fund is to provide for the contingency that the 
Payments Union might, during the course of its clearing operations, receive less in gold and 
dollars than it was obligated to pay out. 
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Each member of EPU was granted a line of credit by the Payments 
Union. This line of credit was equal to 60 percent of its quota, and each 
country in turn stood prepared to grant the same percentage of credit to 
the Payments Union. The remaining 40 percent of each member's .quota 
was made subject to settlement in gold. Any member in a deficit posi
tion with EPU is subject to a rising scale of gold payments as it uses an 
increasing share of its quota in settlement of deficits with the Payments 
Union. This system is designed to discourage such a country from 
accumulating deficits by overimporting, and to s,timulate it to increase 
its exports to other members. Creditor countries, on the other hand, 
receive gold from the Payments Union as part of their compensation for 
being in a creditor position. . 

The scale of gold payments in operation during the first 2 years of 
EPU proved to have less deterrent effect on debtor members than had 
been anticipated, and the scale for debtors was revised. 13 As already 
mentioned, balances that are not settled in gold are settled by a grant or 
receipt of credit. Although the scale of gold payments is not the same 
for creditor as for debtor members, both scales of payments provide the 
same results by the time the quotas are exhausted-that is, 60 percent 
will have been utilized in credits extended or received, and 40 percent in 
gold payments extended or received. 

Debtor countries are required to settle deficits in excess of their quotas 
wholly in gold or dollars. A debtor country that is unable to make such 
a settlement of its obligations to EPU may request aid from the special 
assistance fund set aside by the United States Economic Cooperation 
Administration. In granting such aid, ECA has the authority-which 
it may or may not exercise-to grant such assistance on condition that 
the recipient makes changes in its commercial policy with a view to 
improving its balance-of-payments position within the EPU. The 
managing board of EPU 14 decides how settlement shall be made by 
creditors with surpluses beyond the quotas. Up to June 30, 1953, the 
general solution had been to settle with creditors on the basis of half 
credit and half gold-the same basis as for settlement within their quotas. 

Surpluses or deficits that exceed the quota represent extreme positions 
that call for corrective measures to bring about better equilibrium in the 
balance of each member with the group as a whole. As their deficits rise 
toward their quotas, extreme debtors may have difficulty in making the 
gold settlements required, and may have even greater difficulty in settling 
their deficits entirely in gold after their quotas are exhausted. If an 
extreme deficit position appears to be caused by internal inflation, the 

13 See Operation of the Trade Agreements Program (fifth report), p. 146. 
H T he managing board of EPU is made up of seven members appointed by the council 

of OEEC from persons nominated by the contracting parties to OEEC. ECA is represented 
on the board by a nonvoting observer. 
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country is expected to restrict credit and take other necessary steps 
which, by making its products more competitive in foreign markets, will 
.stimulate exports. Liberalization measures previously applied in order 
to free imports of quantitative restrictions are to be withdrawn only 
as a last resort. As a primary means of correcting or preventing an 
extreme deficit position, however, some members have relied more on 
curbing imports than on adopting internal measures to encourage exports. 

· The EPU agreement provides an exception to the rule of nondiscrimi
nation by permitting members to restrict imports from a member that 
has become a creditor of the P<1.yments Union in excess of its quota. A 
debtor country with a deficit in excess of its quota may temporarily 
suspend the measures it has taken to liberalize trade. It may not, 
however, discriminate against other members-that is, it may not with
draw its liberalization measures for some members and leave them in 
force for others. 

Extreme creditors, being required to grant large credits to the Pay
ments Union in lieu of receiving all of their balance in gold or dollars, 
may find it inconvenient to forgo full settlement in gold or dollars, par
ticularly if they are already in a deficit position with respect to dollars. 
The corrective measure most frequently applied in this situation-and 
one which creditors are anxious to avoid-is the imposition or increase 
by debtor countries of quantitative restrictions on imports from extreme 
creditors. Creditor countries may, however, ease their internal credit 
situation as a means of encouraging imports. 

On June 30, 1953, there were 7. creditor members of EPU, and 8 debtor 
members. The 7 creditors were Austria, Belgium-Luxembourg, the 
Federal Republic of Germany, the NetherlaD;ds, Portugal,15 Sweden, and 
Switzerland. All these members-except Austria, which had been in a 
deficit position-had been in a surplus position with the Payments Union 
during the previous year. The surpluses of Belgium-Luxembourg, 
Portugal, and Sweden were lower than in the preceding year, whereas 
the surpluses of Germany, the Netherlands, and Switzerland were higher. 
After operations were completed on June 30, 1953, Austria, Portugal, and 
Sweden were within their quotas; the other members were beyond their 
.quotas, and thus required "beyond quota" settlements in gold and credit. 

The 8 debtor members on June 30, 1953, were Denmark, France, 
Greece, Iceland, Italy, Norway, Turkey, and the United Kingdom. Of 
these, Italy had had a large credit balance in the previous year, and 
Norway, a very small credit balance; all the other countries had been 
.debtors. France, Greece, and Turkey were in excess of their quotas and 
made their beyond-quota settlements entirely in gold. Those countries 

15 The United States has no trade agreement with Portugal. However, in the interest 
of a more complete analysis of EPU 9perations, reference is occasionally made to Portugal's 
position in EPU. 
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having larger deficits on June 30, 1953, than they had had a year earlier 
were Denmark, France, Greece, and Turkey. Iceland's position remained 
.substantially the same as before. Only the United Kingdom had a 
smaller deficit on June JO, 1953, than it had had a year earlier. 

For EPU as a whole, 1952-53 was a much more successful year with 
respect to internal operations than either of the 2 preceding years. The 
extreme position (credit. or debit) of some of the members was reduced 
during 1952-53, and the trend of others toward disequilibrium was 
checked. The improvement in the financial position of the group as a 
whole is indicated by the reduction in the total net balance of the Pay
ments Union from 2,301 million units of account in 1951- 52 to 897 miUion 
in 1952- 53. This overall improvement does not indicate, however, that 
EPU had by any means reached the position of internal equilibrium and 
unrestricted trade expansion that had been anticipated when the system 
was established. Quantitative import restrictions on private trade 
within the EPU area affected a larger ·volume of trade in 1952-53 than 
in the first year or so of the experiment. In fact, some of the members 
of EPU with the larger quotas had restored restrictions which they for
merly had removed, in order to reduce extreme positions with the Pay
ments Union. The "dollar shortage,'' which the system had been ex
pected to correct, was still acute. The gold and dollar reserves of various 
EPU countries had increased, but this increase had been attained by 
restrictions on imports payable in dollars rather than by increased exports 
to dollar countries. United States financial aid still remained an important 
factor in enabling the countries of Western Europe to meet their demand 
for dollar imports. That part of the demand. that could not be met by 
this means, or by dollar-earning exports of goods or services, continu~d 
to be severely curtailed by quantitative import restrictions and the ration
ing of foreign exchange. Countries that are members of EPU and also 
contracting parties to the General Agreement on Tariffs and Trade are 
permitted ' to use quantitative import restrictions only for balance-of
payments reasons .16 In various instances, however, countries appear to 
have used quotas and other restrictive devices to protect certain domestic 
industries-that is, they have adopted or retained such measures in the 
absence of serious payments difficulties. 

The system of settling balances on a multilateral basis and of trans
ferring currencies freely within the structure of the Payments Union was 
intended to make it possible for EPU members to conduct trade with 
each other without applying quantitative restrictions and without dis
crimination, only within the limits they had agreed upon to free their 
mutual trade from restrictions. Commodities that were freed from 
restrictions and that had previously had a limited market or no market 

15 See the section in ch. 3 on quantitative restrictions for balance-of-payments reasons. 
306549-54--10 
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at all were now to be given access to a "single market," that is, the whole 
trade .area covered by EPU. The amount of trade to be liberalized was 
fixed as a speciij.ed percentage (based on 19.48 values) of each mem.ber's 
imports on private account. At the beginning of EPU operations in 1950, 
60 pe~cent _was agreed upon as the percentage of private trade that would . 
be ,freed from sµch restrictions; during the first year the figure was in'." 
creai;_ed to 75 percynt. .Import quotas accounted for most of the quan-
tit,l).tiv~ restrictiqns to be elimi11ated. , · 
-: As of July 1, 1953 (after .the close of .EPU's third year of pperatiol}s), 
member counvies of EPU could be classified in three groups according to 
the percentage of their .private trade with EPU that was reported as free 
from _quantitativ.e impor.t restrictions based on 1~48 .v.alues.17 
.. Tht:r ij.rst group consist~d of EPU ci;ed!to~s th~t hp.q freed from quan
titative .restrictions more than 75 percent of their pi;ivate ,irrrpqrt · trade 

· wit~; EPU. These EPU creditors were Belgium-Luxembourg (87.2 per
cent),Jhe Federal Republic of Germany (90.1 percent), Italy (99.7 per
cent), Portugal (92.4 percent), the Netherlands· (92.3 percent), Sw,eden 
_(91.4 percent), and Switzedand (91.4 percent). .I~ 1952 •these seven ac
counted for 52 percent of total intra-EPU trade. 

·The second group consisted of thos.e countries that were debtors1in ;EPrU 
and . t4at had, a liberalization of about 75 , percent-Degipar#:, Jreland, 
a~d Norway. These ·countries accounted for 11 percent of total intra
:EPU tr~de. in 1952. . . ., • 

In the .third group were those members-also in a d~ficit position with 
EPU-that either had no tFade liberalization at all or, like the United 
Kingdom, had less than 75 percent liberaliiation. The United Kingdom, 
the only country in the latter category, had increased its.trade liberaliza
tion from ,45 percent in t952 to 58 percent in March 1953.. The countries 
with no liberalization on July 1, 1953, were Austria, Fr~nce, . Greece, 
Iceland, and Turkey. All of these countries except Greece, however, had 
liberalized their trade to a considerable extent .during the early period of 
.EPU, but had later withdrawn the liberalization measures. Shortly 
.before July 1, 1953, Greece removed quantitative restrictions on approxi
mately 90 percent of its imports from. EPU sou.rcirs, bvt this step was 
regarded as experimental and the OEEC was not officially notified of it . 

. Austria likewise announced liberalization measures F1-ffecting about 35 
percent of its private _EPU imports (based on 1952 values), but these 
measures did not become effective until after July 1. The Ul}ited King,
dom alone accounted for 20 percent of total intra-EPU trade i.n. 1952, 
and the other five countries in this gro~p, for 17 percent. 

The willingness or ability of an EPU member to free its trade with 
othctJ; 1meml?ers increasingly from quantitative restrictions depends on a 

17 Except Germany, for which the basis of calculation is 1949, and .Austria, for which it 
is i952~ · · 
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number of conditions. Countries in a creditor position with EPU are 
naturally in a better position to remove such restrictions than debtors 
are, since the creditor countries wish to encourage imports, particularly 
if they are beyond their quotas or are approaching the limit of automatic 
settlement established by their quotas . . Instead of liberalizing their 
imports still further-particularly if they have already achieved a high 
degree of liberalization-creditors m:ay seek to decrease their surpluses 
by taking internal measures to· discourage exports. The principal induce:. 
ment 'to reduce surpluses .is that they are entitled to receive a la~ger 
proportion of their settlement in gold or dollars when they are within 
their quotas. · · 

On June 30, 1953, Belgium-Luxembourg, Germany, the Netherlands, 
and Switzerland were all beyond-q~ota creditors; creditor countries still 
within their quotas on that date were Austria and Sweden. With a vi~w 
to correcting their surpluses vvith EPU, all these members maintained or 
even increased the amount of private imports freed from quantitative 
restrictions. Most of them adopted inte'rnaf measures (such as more 
liberal credit policies) to encourage impoits ~nd to disc'ourage exports. 
The increased import restrictions applied by some qf the large EPU 
debtors, such as France and ·the United Kingdom, wei:e. effective in 
'bfocking the exports 'of the creditor countries. 

Countries tha·t are in ·an extreme deficit position with EPU find it 
difficult to continue freeing their imports from quantitative restrictions 
unless they (1) take effective internal measures to encourage exports, · 
{2) are in a strong dollar position as a result of an excess of exports o~er 
imports in their trade with the dollar area, or (3) receive special United 
-States ·aid. In 1952-53, France, Greece, and Turkey had deficits in excess: 
of their quotas; countries in a debtor position, but not beyond their 
quotas, were Denmark, Iceland, Italy, Norway, and the Unit~d Kingdom. 

Early in 1952, when France was experiencing a rapidly increasing 
deficit, it withdrew all the measures of trade liberalization which it had 
earlier applied to imports from EPU countries; it continued to withhold 
them in 1952-53. However, France aiso restricted credit and took other
internal measures to discourage imports and to stimulate exports. Never
theless, rearmament, the prosecution of the war in Indochina, and in
creasing loss of confidence in the currency-together with the 'resulting; 
speculative activity-placed a burden on the French economy which 
could not be overcome by the measures taken. Consequently, France 
has continued to increase its deficits with EPU and has greatly exceed~d 
its quota. The persistence of heavy current deficits with the dollar area. 
has been another strong factor in France's iii.ability to improve its position 
within the Payments Union. 

Greece has sought to improve its extreme deficit position in the Pay
ments Union by anti-inflationary measures, particularly restrictions on 
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credit. Its position has also been made easier by devaluation of the 
currency, by good crops, and by direct United States aid. These 9evelop
ments enabled Greece, late in the 1952-53 period, to withdraw quantita
tive restrictions on approximately 90 percent of its imports from the EPU 
area. Turkey's debtor position also was relieved to some extent by 
United States aid, as well as by special efforts by Turkey to expand its 
production and exports. Turkey's controls on imports from EPU 
countries have remained highly restrictive. 

Although Denmark has been a chronic deb~or to the Payments Union, 
it has managed to keep safely within it~ quota and to increase the per
centage of its trade liberalization. A decline in its deficits with the 
<lollar area has helped to ease its position in the Payments Union. Im
provement , in Norw;ay?s balance 0£ pa,yments with the dollar ar.ea in 
1952-53 likew~se h~lp~q Nor~ay to .finance its deficits with the Payments 
Union and to increase the percentage of its trade liberalization on. EPU 
goqds. 
, Italy reversed its position with the Payments Union from that .of an 

extreme creditor in ,1,951-,;>2 to that of a debtor in , 1952-5~'. .. ,Jn 1951, 
while in a. c:r;ecJit,or p9sition, ltaly ,removed virtually alf, i~\; ... qµa,nt,~tative 
import restrictions, and, in ' aI,l effort to encourage);mpmts,: also ,,deqree:d 
a temporary reduction of alm9stall ,cust!Jms ,dutiei; by, one-J:en~h. "Whjle 
these polic:ie,s were eff~cttive irr reduci,ng Italy'!? surplus with the ·fayrn:ents 
Union, Italy also-·mo.ved rapidly ,tow;a:r;d a debit b~lance as a , resul.t of 
<li:fficulties p~ace~ in the way of Italia:µ e~ports ,by • countries t .hat had 
withdr<!.Wn or gre,atly reduced their . trade-liberalization measures. As 
Italy's surplus declined, the <:;m,mcil of the · OEEC urged other EPU 
members to adopt policies which would facilitate an increase in their 
imports from Italy. · . 

The deficit of the United Kingdom with the Payments Union, a deficit 
which in 1951-52 had beeµ considerably in excess of that country's quota, 
was brought within the quota in. 1952-53. As already menti~ned, the 
United Kingdom had decreased its degree of trade liberalization from 90 
percent to about 45 percent in March 1952, when it was in an extreme 
<l,eficit pos,ition with. the Payments Union, but increased it to 58 percent 
in, March .1953 as its position improv,ed. A number of other countries in 
-the sterling area also relaxed their import restrictions during 1953. The 
·united Kingdom's position with the Payments Union was also improved 
:by internal measures, including restrictions on credit and the .reduction 
0of tourist allowances to tra,velers abroad. · 

The Sterling Area 

The countries of the sterling area cooperate, through the United 
Kingdom, in the efforts of the European Payments Union to release trade 
from quantitatiye restrictions and to move toward cm:rency converti-
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bility; they also cooperate in the solution of their common problems 
arising from trade with the United States and other countries outside the 
Payments Union. The United Kingdom's quota in EPU is used to 
finance trade between the sterling area (except for Iceland, which has a 
separate quota) and the continental members of EPU. The sterling 
area's "dollar" pool, which is controlled from London, is likewise used to 
finance the area's trade with the dollar countries. 

Each independent member of the British Commonwealth formulates. 
its own commercial and trade policies. Through meetings of the Com
monwealth finance ministers, however, these policies are coordinated 
with those adopted by the United Kingdom, which serves as the central 
clearinghouse for all international traµsactions in sterling. Early in 1952 
the Commonwealth finance ministers agreed that the sterling area as a 
whole should undertake to achieve an overall balance in its trade with 
the rest of the world. Each member was to adopt measures to reduce its 
deficit, including restrictions on imports, and internal measures to safe
guard the value of currency. The managing board of OEEC agreed that 
the United Kingdom was justified in adopting temporary measures to 
restrict imports, but it also recommended (and the United Kingdom 
agreed) that all reasonable measures should be taken to inc~ease produc
tion, particularly production of commodities for which export markets 
existed. 

Another Commonwealth economic conferenc.e was held in December 
1952. All of the Commonwealth Governments agreed to continue their 
efforts to curb inflation. The conference agreed that the level of reserves, 
although increasing, was still too low to warrant any substantial relaxa
tion of restrictions on imports from countries outside the sterling area.18 

Agreement was also reached on the importance of facilitating and in
creasing the flow throughout the Commonwealth of investment capital 
from the United Kingdom, and of making conditions in sterling-area 
countries more attractive to investments from nonsterling countries, par
ticularly the United States. 
· The overall balance-of-payments position of the sterling area in 1952- 53 
showed a considerable improvement over that in 1951- 52. For several 
months before the autumn of 1952 the area ,had regularly incurred large 
deficits with the European Payments Union, an·d its losses of gold and 
dollars to other parts of the world were barely offset by receipts of United 
States financial aid. From September 1952 through June 1953 the 
sterling area regularly had surpluses with EPU, and its gold and dollar 
reserves increased substantially. The transactions which resulted in 

lB For both the United Kingdom and the outer sterling area, the improvement in their 
balance-of-payments positions with continental OEEC countries between 1951 and 1952 
was achieved by a reduction in imports from these countries, rather than by an expansion 
of exports; thus a decline in the total volume of trade resulted. 
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this improvement, however, were unevenly divided between the United· 
Kingdom and the rest of the sterling area. Actually, the United Kingdom 
had a trade deficit in 1952-53; this deficit was greater in the first half of 
1953 than in the last half of 1952. T~e overall deficit (in trade and in
visible transactions combined) of the United Kingdom was likewise 
larger in the first 6 months of 1953 than in the last 6 months of 1952, 
chiefly because ·of a worsening of its balance with other countries of the 
sterling, area. The countries of the outer sterling area, therefore, ac- . 
counted for the overall improvement in the reserves of the entire sterling 
area; their gold and dollar reserves increased, and their position vis-a-vis 
EPU countries changed from a small deficit to a surplus. 

Continued direct financial aid from the United States in 1952-53 was 
an important factor in enabling the sterling area to increase its gold and 
dollar res~rves. To impro,;e their balances with the dollar area, however, 
the countries of the sterling area continued to depend chiefly on quantita
tive restrictions on dollar imports, and on internal measures to curb in
flation, raise production, and stimulate expor:ts. The United Kingdom's 
position was improved somewhat by a decline in import prices. Reduced 
income resulting from a decline in raw-material prices in the countries 
of the outer sterling area reduced the export ea.rnings of these countries, 
but this, in turn, reduced the demand for imported goods. 

In 1952-53, as in previous years, all the British Commonwealth coun
tries of the outer sterlin.g area continued to impose strict controls on 
imports payable in dollars, because of their persistent tendency to run 
deficits with the dollar area. Such improvement as took place in earnings 
of gold and dqllars resulted largely from the continued use of quantitative 
import restnct1ons. Early in 1953, as their dollar position improved 
under these restrictions, some of the countries of the sterling area (for 
example, India, the Union of South Africa, and Southern Rhodesia) began 
to relax their restrictions on dollar imports. Other sterling-area coun
tries-Australia, New Zealand-, Ceylon, and Pakistan-tightened their 
quantitative restrictions on imports from the dollar area in order either 
to conserve their small dollar balances, or to build them up still further 
before relaxing the restrictions. 

All the Commonwealth countries of the outer sterling area, except 
Southern Rhodesia, also restrict imports payable in sterling. In general, 
they follow the policy of placing or increasing res~rictions on nonsterling 
imports before applying similar measures to sterling imports, and of 
relaxing restrictions on sterling imports before relaxing them on dollar 
and other nonsterling imports. 

To a considerable extent, the severe import restrictions placed on 
dollar imports by countries of the sterling area in 1952-53 represented a 
reaction from the comparatively liberal treatment of d~llar goods in 
1950-51 and during much of.1951-52. United States financial aid, com-
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bined with heavy United States purchases from sterling countries after 
the outbreak of the conflict in Korea, had resulted in a sudden and large 
improvement in the dollar. earnings of the sterling countries, thus enabling 
them to relax their quantitative restrictions on dollar goods. This period 
of heavy dollar earnings was followed by a sharp decline in dollar income, 
when prices of raw materials fell and the emergency buying declined. 

The countries of the sterling area generally felt that they had gone too 
far in 1950-52 in removing restrictions on dollar imports, and that their 
action in 1952-53 in restoring or increasing the restrictive measures was 
more consistent with the longer run expectations of trade outside the 
sterling area. The earlier general optimism with respect to the imminent 
restoration of trade on a multilateral basis under convertible currencies 
tended to give way to preoccupation with month-to-month or half-year 
to half-year concern with the immediate palance-of-payments position. 
Fairly moderate changes were made at frequent intervals in import 
quotas, licensing, and other trade-control measures, in order to maintain 
balance-of-payments positions neither so far on the deficit side as to call 
for a sharp increase in quantitative import restrictions, nor so far on the 
surplus side as to give rise to demands for relaxation that might, as in 
1950-52, bring about too great trade liberalization. 

Australia 

Largely because of a drastic decline in the price of wool, Australia had 
a trade-and-payments deficit with the dollar area in the fiscal year ending 
June 30, 1952, in contrast to a surplus in the preceding year. It financed 
this deficit partly from its own resources, partly by drawing on the 
sterling-area dollar pool, and partly by borrowing from the International 
Bank for Reconstruction and Development. In order to improve its 
dollar position in 1952- 53, Australia in mid-1952 placed increased restric
tions on imports of dollar goods and on credit. Beginning in early 1953, 
Australia relaxed its import restrictions on goods from countries other 
than Japan and those in the dollar area, thus further increasing the degree 
of discrimination against dollar goods. The relaxation followed a con
siderable increase in Australia's sterling reserves, which had been seriously 
depleted in 1952. The commodities chiefly affected by the relaxation 
were motor chassis, barbed wire, various chemicals, textiles, certain food
stuffs, office equipment, crude drugs, raw cotton, and crude rubber. 

New Zealand 

In the calendar year 1952 New Zealand had a net deficit in its balance 
of payments, in contrast to net surpluses in 1950 and 1951. The deficit 
with the sterling area increased, and the surplus with the dollar area, 
EPU, and other parts of the world declined. The general deterioration 
in New Zealand's balance was due principally to increased sterling im
ports and a sharp decline in the value of exports of wool and butter to 
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the dollar area. The sharp decline in the price of wool (the major dollar
earning export) was the principal single factor in worsening New Zealand's 
dollar position. 

New Zealand, like Australia, sought to overcome its trade deficit by 
the strict application of exchange restrictions and other import-control 
measures. It greatly reduced exchange allocations for private imports 
payable in sterling and other soft currencies; exchange allocations, how
ever, do not apply to motor vehicles, which are subject to licensing 
coµtrol, from whatever sources they come. Sterling-area imports for 
which licenses already ha:d been allocated were assured of the necessary 
exchange. Dollar imports were continued under strict licensing control 
in 1952 and 1953. Dollar exchange formerly had been granted auto
matically up to the value of licenses issued on the basis of essential 
requirements, but under the 1952-53 budget the Government ceased to 
give assurance that exchange ~ould automatically be provided for licenses 
issued for imports payable in exchange other than sterling. 

For 1953, specified imports from the United States and Canada, all 
subject to licensing control, were placed on the same quota basis as for 
1952, or o,n a lower one; included were printed books, cash registers, 
wooden tool handles, sausage casings of animal origin, essential G\rtificers' 
tools, and engines and service parts for motor vehicles. Licenses for 
other imports from the United States and Canada were to be granted 
only for highly essential goods not obtainable from the sterling atea or 
other soft-currency sources. . · 

Application of stricter exchange controls, licensing, and quantitative 
restrictions was credited with bringing about a considerable improvement 
in New Zealand's external-payments position in the first 6 months of 
1953. Reduced demand subsequent to the heavy impqrts of 1951-52 
was also a factor. Export earnings from wool, meat, and dairy products 
were higher in 1952-53 than in the previous year. 

Ceylon 

Ceylon had an overall trade deficit in 1952 (compared with surpluses 
in 1950 and 1951); this deficit continued into 1953. Although Ceylon 
had a trade surplus with the United States, this surplus was much smaller 
in 1952 than in the 2 preceding years. Both the volume and the price of 
Ceylon's principal dollar-earning exports (chiefly tea, rubber, and coconut 
products) declined, and purchases from the dollar area increased. In 
order to correct its adverse balance, Ceylon in August 1952 tightened its 
controls on imports of a variety of goods, principally from the dollar area 
and EPU countries. The increased restrictions on dollar imports were 
applied to enable Ceylon to save dollar exchange for the purchase of 
increased imports of food items (principally rice)from the United States. 
For 19 of 197 categories of goods formerly imported from the dollar area 

I . 
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without restriction, the open general license was replaced by specific, or 
individual, licenses. The principal items affected were textiles and 
luxury articles such as refrigerators, radios, and radio equipment. More 
stringent exchange-control measures also were introduced. 

India 

For a nu.mber of years, and especially after the worldwide intensification 
of demand for raw materials resulting from the Korean conflict, India 
found itself in a strong sellers' market with respect to some of its principal 
export commodities. In order to prevent domestic scarcities, the Indian 
Government restricted exportation of a number of commodities, by 
quotas and licensing, and it prohibited exports of some other commodities. 
It also placed heavy expor.t taxes on a number of commodities, thus 
taking advantage of the strong foreign demand as an opportunity to raise 
revenue. Commodities placed under export control included cotton, 
cotton waste, cotton piece goods, wool, wool waste, silk waste noils, jute 
and jute products, kyanite ore, peanuts and peanut oil, cottonseed oil, 
castor oil, linseed oil, creosote oil, and a number of metal manufactures. 
As the sellers' market gradually gave way to a buyers' market in 1952-53, 
India abolished the export duty on some commodities and reduced it on 
others; it also increased certain export quotas and relaxed some of its 
export-licensing requirements. These actions appear to have been a 
factor in reducing India's trade deficit in the second half of 1952 and the 
first half of 1953. 

With. reference to imports, India improved its payments position in 
mid-1952 by tightening its quantitative restrictions on imports. This 
action affected mainly the United States, which is the principal source of 
India's imports. Import quotas remained unchanged for most items, 
but the previous open general license, which permitted imports from any 
source, was replaced by an open general license for dollar imports and one 
tor soft-currency imports. The purpose of this change was to enable the 
Government to be more strict with imports from the dollar area than with 
imports from other areas. For example, about 50 items that could 
formerly be imported under license from any source could now be im
ported only from soft-currency sources. The new policy was made 
operative from July 1, 1952, to March 31, 1953. Another feature of the 
new policy was that the period of validity of import licenses for certain 
commodities was reduced from 12 months to 6 months. Some items not 
previously under license at all were also placed under license, and imports 
of still others were prohibited . The general policy was to discourage 
imports of luxury items, particularly from the dollar area, and to prohibit 
or greatly restrict the importation of commodities that could be produced 
locally in quantities sufficient to supply domestic requirements. India 
did, however, permit the importation of a small number of items on the 
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· r.esiricted ; list; in .order to stimula~e domestic producers. to improve · the 
quality·of their1 competitiv.e products . 
. .. Inoia~ s trade, balance improved during 1952-53, and: import.restrictions 
were relaxed 'to a considerable extent for the: fi.rst half of 1953 .. . ·some 
items not previously permitted to enter from hard-currency countrie~ 
were now allowed to enter under specific quotas; quotas already in eiist
hce were ihcreased for some items · and left ·unchanged for others·. ·'The 
policy of ~e.ducihg import quotas on commodities not ~onside.reµ esse1dtiai 
br on thos~' ~roduced by Indian indlistry was continued. · ' . i: . 

Th~ United . ~ha.tes . products affected-first by the tiglltehing of''th~ 
Indian restrictions" and later by the relaxations-consisted· .of a wide 
iTariety of rri.a'nufactured goods, such as' leather belting, r,oller bearings, 
parts for gasoline engines,' 'certain powe'r pumps, parts for radio's

1 '.krid 
typew~iters, certain optical goods and other scienti~c instruments, 'and 
various drugs, medicines, chemicals, alloys, and machines. ' 

f 

Pakistan 

Pakistan's difficulties in maintaining a satisfactory balance-of-payments 
position, as well as the steps it has taken to reduce deficits by stimulating 
exports and restricting imports, have followed very closely the experience 
of India. In the first half of 1952 Pakistan had its first overall trade 
deficit since its • separation from India. Its largest . individual'. deficits 
were those with the sterling area, the dollar area, India, .and Japan; it 
had a surplus with the OEEC countries. As a result of the adverse 
developments in its balance-of-payments position, Pakistan tightened its 
exchange controls and import restrictions. It suspended its open general 
license system, and, after November 23, 1952, required specific licenses 
for all imports. The principal countries adversely affected by this change 
were nondollar countries-the United Kingdom, Japan, India, China, 
and Italy. The principal items for which specific licenses became neces
sary-items supplied largely by those countries-were cotton piece good~ 
a.nd cotton twist and yarns. These itenis constituted about one-thirc;l of 
Pakistan's total imports. 

Dollar imports were not so widely or: so seriously restricted. by Paki
stan's licensing changes of November 1952 as nondollar imports were. In 
March 1953, however, Pakistan announced a new import policy that 
heavily curtailed imports from the dollar area. Goods the importation 
of which was prohibited from the dollar area included such important 
items as new automobiles and station wagons, motorcycles, radios and 
parts, household refrigerators, unmanufactured tobacco, and certain 
types of oil engines. Items that could be imported from the dollar area 
under license included a number of iron and steel construction materials, 
certain tools, chemicals, metals, drugs and medicines, dyes, electrical 

. apparatus, office machines, bearings, machinery, oils, and tires and tubes. 
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Union of South Africa 

. The Union of South Africa had deficits in its balance of payments 
beginning about the middle of 1951 and continuing into 1953. The 
Union Government had greatly relaxed its import controls early in 1951 
to enable importers to build up stocks of commodities that were becoming 
scarce as a result of the uncertain international situation. The resulting 
large increase in imports created current foreign-payments obligations 
that were considerably greater than the combined proceeds from exports 
of merchandise and gold, the inflow of investment capital (mainly from 
the sterling area, the United States, and Switzerland), and drawings 
under loans from the International Bank and under revolving dollar 
credits. 

Since the Union of South Africa regarded the relaxation of import 
controls in 1951 as the principal reason for its growing deficits, in 1952 
it began to restrict imports by restoring some of the controls previously 
relaxed and by applying new ones. Quotas for the importation of 
industrial raw materials and maintenance parts were established at 75 
percent of the respective import quotas for 1951; the new quotas became 
effective about the middle of 1952, for the remainder of the year, and later 
were extended with some modification into 1953. The Government did, 
however, leave the way open to consider requests for additional quotas 
under exceptional circumstances. Quotas were also established for im
ports of consumers' goods during 1953. These included allocations for 
imports of consumers' goods at 45 percent of the value of such imports 
in 1948; allocations amounting to 30 of this 45 percent had already been 
issued to importers by March 1953. Of the remaining 15 percent, imports 
of one-third were allowed under general permits valid for purchases from 
any source, and imports of the remaining two-thirds, under permits valid 
only for purchases from soft-currency areas. Provision was made to 
enable importers to increase their purchases under the quota system by 
taking advantage of certain permit-conversion schemes. 

The principal consumers' goods affected by the more restrictive import 
policy were textiles and wearing apparel. Under the import-license re
laxations of early 1951, licenses· were issued freely for imports of any 
quantity of piece goods from any source. In February 1952 the free
import privilege was withdrawn for piece goods from the dollar area, and 
from then on piece goods could be imported from the dollar area only 
with exchange allocated to importers for consumers' goods. Early in 
1953 the Union of South Africa eased the restrictions on imports of piece 
goods from the dollar area by making it possible for importers to increase 
imports from this area by 10 percent of their total imports of these goods 
in 1948. Domestic price ceilings on piece goods and a number of other 
·Consumers' goods had already been lifted in July 1952. In October 1953 
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the Union of South Africa announced that at the beginning of 1954 it 
would abolish discrimination against goods imported from the dollar area. 

Southern Rhodesia 

In 1947 Southern Rhodesia applied controls to imports from the dollar 
area, and, in 1951, to imports from all other sources except the sterling 
area. These steps were taken to correct a strong tendency toward 
deficits in its dollar and other nonsterling trade. The allocation of ex
change for dollar imports was slightly greater in 1952 than in 1951, and 
again greater in 1953 than it was in 1952. The allocation of nonsterling, 
nondollar exchange, on the other hand, was considerably smaller in 1953 
than in 1952. The dollar allocations were made principally for the pur
chase of petroleum, fibers, minerals, metals and manufactures, oils and 
paints, drugs and chemicals, tires, timber, paper, dental and optical 
instruments, and foodstuffs. 

Other Nondollar Countries· 

The nondollar countries (other than those in the European Payments 
Union and the sterling area) with which the United States had trade 
agreements on June 30, 1953, were Argentina, Iran, Paraguay, and 
Uruguay (all parties to bilateral agreements), and Brazil, Chile, Indo
nesia, Finland, and Peru (all contracting parties to the General Agreement 
on Tariffs and Trade). All of these 9 countries except Finland operate 
multiple-exchange-rate systems as an important element in their control 
of trade, 19 and all except Argentina are members of the International 
Monetary Fund. 

The use of multiple exchange rates as a method of trade control is more 
characteristic of Latin American countries than it is of other countries of 
the world. A similar practice--the use of currency-retention quotas
has been employed in recent years by a number of European countries, 
but this practice has been much less important in the trade-control 
systems of European countries than multiple exchange rates have been 
in numerous Latin American countries. 

Argentina 

Argentina maintains three different rates at which exchange is sold: 
A low fixed rate (5 pesos per United States dollar) for "preferred" im
ports, including coal, coke, fuel oil, and crude petroleum; an intermediate 
fixed rate (7.50 pesos per dollar) for essential imports; and a fluctuating 
free-market rate (13.95 pesos per dollar) for nonessential and luxury im
ports, invisibles, and capital. Exchange licenses are required for all 
imports, and .individual quotas are established for certain essential im-

19 All references to exchange rates in this section of the report are based on the Interna
tional Monetary Fund's Fourth Annual Report on Exchange Restrictions (Washington, 1953). 
Unless otherwise noted, the rates are as of December 31, 1952. 
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ports. Possession of an exchange license entitles the holder to purchase 
the necessary foreign exchange. There are four types of exchange 
licenses. Only those issued for the importation of commodities con
sidered most essential to the Argentine economy carry an immediate 
right to foreign exchange.. The other types apply to (1) "open account" 
imports, which may be paid for through the free market when ·and if ex
change conditions permit; (2) imports for which payment is made on a 
deferred-payment (long-term credit) basis; and (3) imports that are 
permitted "without use of exchange'.'-that is, by. licenses to be used 
when applicants have private funds abroad with which to make payment. 

On the buying side Argentina maintain·s. 6 effective exchange rates-
3 fixed rates, a fluctuating free-market rate, and 2 "mixing" rates that 
result from a combination of fixed and fluctuating rates. "The 2 mixing 
rates and 1 of the fixed rates were introduced in 1952, thus adding to the 
complexity of Argentina's multiple-exchange-rate system. The lowest 
rate (5 pesos per dollar) is paid for currencies, other than United States 
dollars and sterling, obtained for exports of such products as wool,20 raw 
sheepskins, grains, fresh and frozen meats, hides, and mineral products. 
A more advantageous rate (6.25 p~sos per dollar) is paid for United 
States dollars or sterli.p.g obtained from exports of wool and raw sheep
skins; this new fixed rate was added in 1952. For foreign-currency pro
ceeds from so-called minor exports, 3 different rates are provided: 7.50 
pesos per dollar for certain processed meats, tanned leather, and desig
nated manufactures; 10.08 pesos per dollar for cheese, butter, casein, and 
quebracho; and 10. 73 pesos per dollar for salted and cured beef. · The 
10.08 and 10.73 rates, which are the "mixing" rates added in 1952, result 
from paying the 7.50 rate for part of the proceeds and the free-market 
rate (13.95 pesos per dollar) for the other part. The free-market rate 
itself is paid for proceeds from so-called marginal exports, including such. 
items as woolen and leather manufactures, crushed bone and bonemeal,. 
eggs, preserved fruits, and certain processed meats; invisibles and capital 
are also in this category. Some exports are controlled to insure that 
domestic requirements will be satisfied. 

The frequent changes in the rates at which the Argentine Government 
permits the purchase of foreign-currency proceeds are nearly always made 
for the purpose of stimulating exports. Thus proceeds from exports of 
greasy and washed wool, proceeds which formerly had to be surrendered 
at the rate of 5 pesos per United States dollar, were assigned an effective· 
rate of 6.25 pesos per dollar (resulting from mixing the 5-peso rate with. 
the 7.5-peso rate then in effect). The 6.25-peso rate was established in 
March 1952 in order to stimulate the exportation of the accumulated 
wool clip of about 200,000 tons. The new rate at first applied only to· 

20 In February 1953 (see discussion in next paragraph) this rate was changed to 6.25 pesos. 
per dollar for proceeds from exports of wool in all currencies. ' 
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United States dollar and sterling proceeds from sales of wool. In Febru
ary 1953, in a further efl'ort to move the still-unsold wool stocks, the new 
rate was applied to proceeds in all currencies. The 6.25-peso rate rep
resented a 20-percent devaluation of the former rate (or a 25-percent 
increase in peso proceeds) on wool exports. Similar devaluations were 
reflected in the new rates established in 1952 for exports of meat, packing
house byproducts, tanning materials, and certain other products. 

Brazil 

At the ·end of 1952 Brazil's exchange-rate structure was substantially 
'the same as it had been a year earlier. In January 1953, however, some 
important changes were made. Brazil's exchange-rate system has been 
simpler than those of Argentina and most other Latin American countries. 
As of December 31, 1952, Brazil had no free rate. It had one fixed buying 
rate (18.38 cruzeiros per United States dollar) for all incoming exchange, 
but multiple -exchange rates resulted from the requirement that 20 per
cent of the export proceeds be invested. in' negotiable treasury bills. On 
the selling side, a 'rate of 18. 72 cruzeiros per dollar. was in effect for service 
·of the foreign public debt and for impor'ts of specified essenti.al foodstuffs, 
'fuels, petroleum, lubricants, newsprint, and book paper. All other pay
·ments were made a·t the above-mentioned rate plus an 8-percent tax 
-(increased from 5 perce~t in June 1951), or an effective selling rate of 
'about 20.22 cruzeiros per dollar. 
- In January 1953 (effective in February), Brazil established a free
market rate for most capital and invisible tr~nsactions and for some 
trade transactions.21 Under certain conditions, exchange proceeds were 
'exempted from the requirement that they be surrendered, and thus they 
could be sold on the free market. Exchange transactions in the free 
market were exempted from the 8-percent exchange tax, but not from the 
20-percent compulsory-investment requirement. All free-market trans~ 
actions were exempted from exchange licensing, but both exports and 
imports contix:rned to be subject to licensing. The value of the cruzeiro 
in relation to the United States dollar was 37.50 cruzeiros per dollar when 
the free rate was established. By the end of March 1953 the value had 
declined to 47 per dollar, but later in the year it increased to approxi7 

mately 40 per- dollar . . 
For some months before the new legislation was adopted) Brazil had 

been very short of foreign exchange-not only dollars, but sterling and 
other currencies. Exports were overpriced (at the fixed buying rate of 
18.38 cruzeiros per dollar) and therefore could not be readily sold in the 
world market. Import requirements (at the low official-exchange selling 
rate of 18.72 cn1zeiros per dollar) for such highly essential dollar com
modities as petroleum, wheat, and industrial raw materials remained 

11 Trade transactions were removed from the free market late in 1953. 
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high. The devaluation of the cruzeiro, which was certain to .be reflected 
in the free-market rate, was intended, among other things, to stimulate 
exports. Imports, which would be more costly under the free-market 
rates, also remained subject to the stringent import controls already 
employed. · 

For licensing purposes, Brazilian imports fall into several categories. 
A high priority exists for the granting of import licenses for commodities 
that ·are regarded as essential to the domestic economy and that are 
regularly required. Special licensing requirements are imposed for im
ports of wheat, fuel, and newsprint. Less essential imports have a lower 
priority in the licensing system. Before 1953, various imports were per
mitted under barter, or private compensation, agreements, but under 
the law of January 1953 the licensing of exports and imports on a barter 
basis was no longer permitted. 

Proceeds from exports, part of which proceeds could be sold in the 
newly established free exchange market, included those from the sale of 
cotton yarns, cotton piece goods, brazil nuts, Amazon woods, raw or 
tanned hides and skins, bananas and other fruits, and numerous other 
commodities. Proceeds from the exportation of coffee, which is by far 
Brazil's principal export commodity, could be sold at the official rate, in 
accordance with a requirement in the new legislation. This requirement 
wa's, in general, that -proceeds from products con'stituting more than 4 
percent of the total value of exports during the preceding 3 years were 
not to be sold in the free market. 

The list of essential commodities that could be licensed for importation 
at the official exchange rate of 18. 72 cruzeiros per dollar, as announced 
soon after the free market was established, was much smaller than it had 
formerly been. It included fuels, essential foodstuffs, drugs, miscel
laneous raw materials, fertilizers, agricultural machinery, electrical 
equipment, cement, newsprint, books, periodicals, scientific and labora
tory equipment, iron and steel products, and certain other industrial 
equipment. The new list excluded most automotive vehicles and parts 
and accessories, and various types of machinery; these became importable 
at the free rate. Furthermore, the total annual value of imports that 
could be licensed for payment at the official rate was reduced by more 
than half, compared with the value of imports in either 1951 or 1952. In 
March 1953 Brazil suspended the acceptance of new import-license 
applications, pending the introduction of a new licensing system on July 1. 

Chile 

At the end of 1952 Chile's highly complicated multiple-exchange-rate 
system consisted of 12 buying rates and 8 selling rates. 22 The 12 rates 

i2 For a discussion of Chile's exchange rates as of December 31, 1951, see Operation of the 
Trade Agreements Program (fifth report), ch. 6. 



140 TRADE AGREEMENTS PROGRAM, SIXTH REPORT 

that applied to proceeds from exports of goods and services consisted of 
5 fixed official rates, 2 free-market rates, 3 "mixing" rates (resulting from 
a combination of fixed and free rates), and 2 special rates resulting from 
arrangements whereby proceeds from exports of wine and newly mined 
gold could be used only for the purchase of specified luxury imports. The 
8 selling rates consisted of 4 fixed official rates, 2 free-market rates,. and 
2 rates at which the proceeds from exports of wine and newly mined gold 
could be used for purchasing the specified luxury imports mentioned 
above. 

Chile relies heavily on preferential exchange rates to stimulate certain 
export commodities, to penalize certain imports, and to encourage certain 
other imports. The lowest fixed buying rate (19.37 pesos per United 
States dollar) is for proceeds from exports of copper and iron-commodi
ties that are usually marketed abroad without difficulty. Higher rates 
(about 50 pesos per dollar) are paid for proceeds from exports of hides, 
skins, and wool, and-for the first half of 1952-of nitrate and iodine. 
A still higher rate (60 pesos per dollar) is paid for proceeds from exports 
of certain agricultural products, and of nitrate and iodine (second half 
of 1952). Proceeds from exports of beans and lentils are accorded still 
higher rates. On the buying side, the free rates consist of a 'banking 
free-market rate of 118 pesos per dollar (applicable to proceeds from 
medium and small mining, agricultural, and industrial exports, and from 
crude petroleum and private capital) and a nonbanking free-market rate 
(applicable to travel receipts) . Proceeds from exports of wine are sold 
at 138 pesos per dollar (the banking free-market rate plus 20 pesos per 
dollar), and proceeds from exports of newly mined gold are sold at a 
fluctuating gold-market rate (155 pesos per dollar on December 31, 1952, 
compared with 135 pesos per dollar a year earlier). 

The selling rates start at 31.10 pesos per United States dollar (compared 
with the lowest buying rate of 19.37 pesos per dollar) for imports olf drugs, 
sugar, newsprint, and tallow, for certain invisible .foreign-trade trans
actions, and for certain Government imports. The rate for imports of 
raw cotton and a few other commodities is 43 .10 pesos per dollar; that for 
imports of wheat, rice, gasoline, ships, and certain other items and in
visibles is 50.10 pesos per dollar. The other fixed ..>fficial rate, 60.10 
pesos per dollar, is for imports of a variety of items, including crude oil, 
tea, antibiotics, kerosene, rubber, jute, and industrial and agricultural 
machinery. The banking free-market rate-118 pesos per dollar, the 
same as the buying rate-is for imports of machines and tools, chemical 
products, and some other products, and for profits and dividends on 
foreign capital. The nonbanking free-market rate of 128.50 pesos per 
dollar--;-for travel expenses-is the same as the buying rate for travel 
receipts. Commodities that may be imported at the rate of 138 pesos 
per dollar, which is paid for proceeds from exports of wine, and those 

/ 
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that may be imported at the rate of 155 pesos per dollar, which is paid 
for exports of newly mined gold, consist of certain specified luxury goods . 
The items officially listed for the second half of 1952 (later extended to 
December 31, 1953) that could be imported with proceeds from exports 
of wine ("wine dollars") included certain fabrics and articles of clothing 
and certain table and crystal ware. Those that could be imported with 
proceeds from exports of gold ("gold dollars") included a wide range of 
luxury items, such as automobile accessories and parts, household re
frigerators, liquors, and watches. 

Besides the trade controls inherent in its multiple-exchange-rate 
system, Chile maintains quantitative restrictions on imports and exports. 
These restrictions, like the exchange rates, a re modified in response to 
changes in Chile's balance-of-payments position. Chile has had serious 
balance-of-payments problems for several years, not only with respect 
to dollars but also with respect to other currencies; restrictions on dollar 
imports have been particularly stringent. All imports are subject to 
licensing, and imports of certain luxury goods and of goods of a type 
produced in Chile are prohibited. Import quotas are fixed on the basis 
of available exchange of various kinds. All exports except copper, iron, , 
nitrate, and iodine are subject to license; the exportation of some com
modities is prohibited. The items subject to import and export restric
tions are frequently shifted from one category to another in the official 
control lists. 

Chile also levies a "duty surcharge" for computing import duties, 
warehousing fees, loading and unloading charges, and other charges con
nected with importing goods into the country. This surcharge is designed 
to compensate for the disparity in value between gold pesos, in which 
customs duties are stated, and paper pesos, in which the du ti.es are actually 
collected. Early in 1953 the surcharge was about 2,400 percent of the 
duties and other charges as stated in terms of gold pesos. 

In recent years there have been numerous proposals to eliminate the 
multiple-exchange-rate structure and to adopt a single flexible rate of 
exchange that would equalize internal and external prices. Adoption of 
any such proposals would make it necessary for Chile to rely more heavily 
than it now does on quantitative restrictions as long as its balance-of
payments position remains seriously on the deficit side. 

Paraguay 

Paraguay has had serious external-payments problems for several 
years and has made frequent changes in its rates of exchange, in its 
multiple-exchange-rate system, and in its quantitative trade controls. 
In March 1951 the guarani was devalued from 3.09 to 6 per United States 
dollar, and 2 official fixed exchange rates were established to replace the 
4 previously in use. A fluctuating free-market rate-applicable to 

306549-54--11 
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transactions not covered· bY"eitlier of the ·officia'1 rates-also was estab..: 
lished. Because of a ·severe dollar shortage, · howeyer, the Bank of 
Paraguay found it impossible to. maintain this free-market rate. During 
the first half of 1952 it became increasingly ' difficult for traders to obtain 
dollars and other currencies in exchange for guaranies. 

During this period the International Monetary Fund made recom
mendations for relieving Paraguay~s dollar shortage. · Effective August 1; 
1952, the Government of .Paraguay, extensively Tevised its . exchange..: 
control system, and before the end of the year made addi~ional changes 
in it. · The revised multiple-exchange-rate system announced for 1953 
consisted, on the buying side; of a' single rate of 15 guaranies per United 
States dollar for all exports and registered capital, and a controlled free
market rate of 49· gtiaranies per dollar for invisibles and nonregistered 
capital. The selling rates were as-follows: (1) 15 guaranies per dollar for 
imports "absolutely essential''· for farming, livestock raising, manufac
turing industries, public health, and Government imports ahd transactions 
(group I); (2) 21 guaranies per dollar (15 guaranies plus a 40-percent 
surcharge) for essential imports other .than those classified ii:i group I 
(grou,p II); (3) 30 guaranies per d0llar (15 guaranies plus a lOO-percent 
surcharge) for semi~ssential imports . (group III); (4) 30 guaranies . per 
dollar (15 · guaranies plus a 100-percent ·surcharge) plus an additional 
(fluctuating) auction surcharge for nonessentials and luxuries (group IV).23 

Group IV-a new classification-replaced a list of prohibited imports 
which was eliminated by the new legislation. Automobiles were ori the 
prohibited list from 1950 ·to1'952, but under the .new regulations, their 
importation on a limited scale was authorized, beginning about the middle 
·of 1953. 

An exchange "contract," which is in effect an import and exchange 
license, is required before imports may enter Paraguay. Likewise, to 
insure the return of exchange proceeds to the Central Bank, an exchange 
"contract" is required for all exports. 

Certain Paraguayan export products are subject to export taxes based 
on arbitrary valuations established by the Central Bank and adjusted 
periodically to conform to current prices in world markets. A list issued 
in August 1952 included salted cattle hides (with an export tax of 9 per
cent); quebracho- extract (13 percent); and processed animal hair and 
certain wild-animal skins and furs (20 percent). Paraguay also em
ploys export subsidies, which are established in the same manner as the 
export taxes. A list issued in August 1952 included subsidies ranging 
from 18 to 21 percent (on certain oil~) to 60 percent (on tobacco and on 

23 Uqder the auction system, which was discontinued in 1949 and reintroduced at the 
beginning of 1953 for group IV imports, the Central Bank grants available exchange for 
these imports to the highest bidder. Under the previous auction system the auction pre-
mium usually amounted to about 10 percent. · 
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irailway crossties). Under the Paraguayan system, any changes in 
valuations, taxes, or subsidies to conform to current international market 
prices raise or lower the effective exchange rates applicable to these 
·commodities. 

Peru 

Peru maintains no official rate of exchange, but has two fluctuating 
·exchange rates. The first-an exchange-certificate rate for buying and 
·selling certificates of foreign currency, issued by the Central Reserve Bank 
'°f Peru-applies to most exports and imports; the second-a free-market 
rate-applies to other trade and most nontrade transactions. Under a 
decree of January 31, 1951, any foreign goods may be imported without 
discrimination (with occasional exceptions); no licenses are required and 
there are no other restrictions on payments for imports. All exports 
require licenses, and foreign exchange derived from exports must be con
verted in whole or in part into exchange certificates. Payment for 
exports is authorized only in United States dollars, pounds sterling, 
French francs, and Argentine pesos. In May 1953 the Peruvian Govern
ment decreed an additional import tax of 50 percent ad valorem on more 
than 800 items that were considered nonessential. This step, which was 
taken to correct Peru's adverse balance of payments and to strengthen 
the exchange rate, was soon abandoned as unnecessary because of the 
success of other measures to check the drain on foreign-exchange reserves. 
Peru's balance-of-payments position also was improved by increased in
vestment of foreign capital and by an increase in exports. 

Uruguay 

In recent years developments in the trade restrictions maintained by 
Uruguay have been of special interest to the United States because of the 
way in which Uruguayan exchange controls have been applied to exports 
of wool. The general situation with respect to trade and trade controls 
in Uruguay was very much d_isturbed in 1951-52, but in 1952-53 it became 
stabilized and showed little change. 

To control its export and import trade, Uruguay relies mainly on a 
complicated multiple-exchange-rate system. There are 3 fixed buying 
rates: the 2 lowest rates apply to the proceeds from the sale of commodi
ties that can be readily disposed of abroad (such as wool, wheat, hides 
and skins, and meat and other packinghouse products), and the highest 
rate applies to the proceeds of less readily marketable products (woolen 
manufactures, leather, shoes, and other manufactured products). Like
wise, there are 3 fixed selling rates: a low rate for Government payments 
and for imports of newsprint, inks, cardboard matrix, and seed potatoes; 
an intermediate rate for essential imports; and a higher rate for non
essential and luxury imports. In addition, a fluctuating free-market 
rate applies to invisibles and capital for both buying and selling. 
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· These multiple rates are operated in connection with exchange quotas 
for · various ·currencies and for various categories of imports. Licenses 
are required for all exports, and for virtually all ·imports. · Global ex
change quotas are established for the various currencies, .according to 
their availability; these quotas are allocated to importers, and import 
licenses are issued up to the limit of their respective quotas . . 

During recent years exports of wool to the United States have been ' 
Uruguay's grefltest single source of dollar exchange, and the relaxatio~ 
~r in~ensifi.catiq~· of Uruguay's import ~estrictions has followed "very 
closely any notable change in the amount of exchange derived from exports 
of ~pol. Exports of raw wool have .long b~en subject to the lowest 
(basic) rate of 1.519 pesos to the dollar. , Woo1 tops, however., ha.ve been 
granted rates considerably above th~ basic rate ever since 'Uruguay began 
to increase its combing capacity. . The resulting advantageous differential 
rate on wool tops had. the result, as intended, of greatly increasing Uru
guay's exports of wool tops, anc1" of reducing exports of raw wool. The 
rate applicable to wool tops was 2.35 pesos to the dollar (55 percent 
higher than the basic rate) from October 1949 to April 1952, when it was 
suspended tem.porarily to permit a study of the equitableness of the rate. 
In April 1952 the Uruguayan Government also temporarily suspended 
the exportation of wool tops, and all imports fr0m dollar areas. The 
suspension of dollar imports reflected Uruguay's difficult dollar-exchange 
situatio~. Als~ faced with a decline in its sterling res~rves, Uruguay 
undertook to meet the situation by returning to the system of prior 
import permits. These prior permits replaced a system of sworn declara
tions for imports from all countries; under this system imports of essentia1 
goods had been permitted from the sterling area without restrictions. 

I~ May 1952 the rate on wool tops was lowered from 2.35 to 2.15 pesos 
to the dollar and exports of tops to the United States were resumed; 
imports from the dollar area also were resumed. During 1952-53 
Uruguay's econpmic position improved. Exports of wool increased, but 
the main outlet was the United Kingdom instead of the United States; 
the latter had been the chief outlet in previous years. The United States 
continued to be the most important supplier of Uruguay's imports. 

Finland, Indonesia, and Iran 

Finland, Indonesia, and Iran cannot be classified in any of the major 
groups of countries discussed in this chapter, all of which operate more 
or less on a common-currency basis within each group. The balance-of-
payments problems of these three countries are quite similar to those of • 
the other nondollar countries discussed in this section. Their methods 
of handling these problems are also quite similar, especially those of 
Indonesia and Iran. Finland and Indonesia are contracting parties to 
the General Agreement on Tariffs and Trade, acnd Iran is a party, to a 
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bilateral trade agreement with the United States. Finland and Iran are 
members of the International Monetary Fund. Indonesia applied for 
membership in the Fund, and its application was approved in September 
1952, but as of September 1953 it had not joined the Fund. Finland has 
a single rate of exchange; Indonesia and Iran both operate multiple
·exchange-rate systems. Finland's economy and trade have been greatly 
influenced b;y its relations with the Soviet Union, particularly because of 
the heavy reparations payments Finland was obliged to make to the 
Soviet Union after World War II. Indonesia has experienced special 
-problems in connection wi~h its political separation from the Netherlands. 
Difficulties associated with the expropriation of British oil properties iri 
Iran, as well as internal political disturbances, have created special 
-problems in Iran's foreign-trade relations. 

Finland's balance-of-payments difficulties center on the East-West 
.division of its foreign trade. Finland exports heavily to the Soviet Union 
.and other markets in Eastern Europe, but is unable to obtain suitable 
imports from these sources. On the other hand, it lacks the foreign 
·exchange to import commodities that could be supplied from Western 
:Europe, particularly by Norway, Sweden, Western Germany, and France. 
Finland's dollar earnings have always been small relative to its import 
-requirements, and have been used largely for purchases of coffee. Fin
land's economic difficulties became increasingly serious in 1952- 53 
because of the severe decline in ' export prices of forest products; these 
products alone account for as much as 90 percent of Finland's total 
·exports. 

For balance-of-payments reasons, Finland restricts imports by subject
'ing all imports to licensing. Licenses are allocated mainly on the basis 
-0f the past import experience of individual importers. Licenses are also 
-required for all exports, and foreign exchange derived from exports must 
be surrendered to the authorities. Finland has numerous trade-and
payments agreements, and export licensing is necessary to assure that 
•exports conform to the terms of these agreements. Finland formerly 
_granted preferential import rights to exporters receiving United States 
-dollars or free Swiss francs; however, this type of currency-retention 
°transaction was abolished at the end of 1952. 

Indonesia's multiple-exchange-rate system-and the categories of 
iimports to which the various rates apply-was modified considerably in 
1952 and again early in 1953. Under legislation of January 1953, five 
·categories of imports were established. Four different rates of exchange 
.apply to four of these categories; the fifth category consists of luxury 
.goods for which exchange is not made available, except under special 
·circumstances. The rates are as follows (in rupiah per United States 
.dollar): 11.40, for esse'ntia1 imports; 15.20 (official rate increased by 33 Ya 
_percent), for less essential imports; 22.80 (official rate increased by 100 
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percent), for other less essential imports; and 34.20 (official rate increase& 
by 200 percent), for semiluxury imports. The percentages of 33}i, lOOr 
and 200 added to the official rate for the second, third, and fourth cate
gories of imports represent "inducement" certificates, that is, a sales tax. 
levied on imports and given as inducements to exporters of certaint 
marginal exports. 

Import licenses, required for all permissible imports, are issued only
when proof is submitted that advance arrangements have been made for 
the necessary exchange. As its external-payments posi#on improved! 
early in 1953, Indonesia liberalized the issuance of import permits, but 
in May of that year the foreign-exchange expenditures for imports were
again reduced. 

On December 31, 1952, the buying rate for foreign exchange in Indo-: 
nesia consisted of an official rate of 11.355 rupiah per United States 
dollar, applicable to proceeds in nondollar exchange, and an effective rate
of 11.53 rupiah per dollar, applicable to proceeds in dollar exchange. The
rate of 11.53 rupiah is the official buying rate plus 70 percent of a "dollar 
export certificate" of 0.25 rupiah per dollar. This premium, amounting· 
to 0.17 5 rupiah per dollar, is paid to sellers of dollars (both Canadian ar{d~ 
United States), and represents an inducement to earn dollar exchange. 
All exports are subject to license. Some exports are prohibited (for 
example, rice) as emergency measures to conserve domestic supplies. 

During the first half of 1953, the Irariian Government was reported to
be considering some fundamental changes in its foreign-exchange system. 
However, it still continued to operate the system of multiple exchange
rates as they existed at the end of 1952. Iran's import restrictions had 
been made more rigid at the end of 1951, mainly through changes. 
in effective exchange rates on imports, subsequent to loss of income from 
exports of petroleum after the nationalization of the oil industry. On. 
December 31, 1952, the multiple-exchange-rate system consisted of an 
official buying rate of 32 rials per United States dollar, and an official1 
selling rate of 32.50; there was also a special buying rate of 41 rials per 
dollar applicable to dollar invisibles and capital earnings. The official. 
buying rates were applicable only to invisibles, and the official selling-
rates, to nontrade transactions (Government payments, etc.). 

Imports into Iran fall into two classes, essential and less essential, but_ 
there is very little difference in the rates applicable to these categories. 
The effective rate for essential imports is 86.75 rials per United States. 
dollar; that for less essential imports, 87.25 rials. These rates represent 
the official selling rate plus a fluctuating exchange-certificate rate. Like
wise, there are two classes of exports: non priority exports, which the:: 
Government does not seek to stimulate by any special exchange induce
ment, with an effective rate of approximately 83.54 rials per dollar (the· 
official rate plus a fluctuating certificate rate); and priority exports,. 
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wlii~ the Government seeks to encourage, with an effective rate of 84.01 
rials per dollar (the official rate plus a fluctuating certificate rate). The 
certificate rate arises from the fact that exporters are required to surrender 
their proceeds from exports; for these they receive rials at the official 
rate, plus an exchange certificate equivalent in value to 95 percent of the 
surrendered exchange. The exchange certificate can then be sold to 
importers. 

Both classes of permissible imports (essential and less essential) may 
be imported freely once the exchange requirements have been met. 
There are frequent changes in the lists of goods that can be imported at 
the different rates of exchange, or for which proceeds from different 
classes of exports may be used. Importation of a large number of com
modities is prohibited. The exportation of some commodities is also 
prohibited. 

Dollar Countries 

On June 30, 1953, the United States had trade agreements with 10 
countries that operate on the basis of "dollar" (freely convertible) ex
change, and exercise relatively little quantitative control over their trade 
with other countries. The dollar countries with which the United 
States has obligations under the General Agreement on Tariffs anq Trade 
are Canada, Cuba, the Dominican Republic, Haiti, and Nica0ragua; those 

r with which the United States has bilateral trade agreements are Ecuador, 
El Salvador, Guatemala, Honduras, and Venezuela.24 

In recent years the Latin American countries in the dollar group have 
been in a position-at least most of the time--to obtain enough dollars 
in their trade with the United States and Canada to more than meet their 
requirements for dollar goods. These countries, therefore, have been 
able to conduct their trade with a minimum of controls on trade and ex
change. Such trade controls as they do employ are maintained primarily 
as emergency measures or for reasons relating to the internal distribution 
of foreign goods. Some of these countries require the licensing of specified 
imports for statistical and registration purposes, or to facilitate the internal 
distribution of goods that are rationed or allocated in some way. Import 
licensing also may be employed to enable officials to distinguish between 
imports that are permissiple and those that are prohibited. In the ab
sence of exchange problems, exchange controls may be employed to assure 
official approval for imports from countries with which payments agree
ments are in force or for imports from countries having exchange controls 
that affect the trade ·of the importing country, or to attain similar pur-

24 Dollar countries with which the United States has no trade agreements are Bolivia, 
Colombia, Costa Rica, Mexico, Panama, and the Republic of the Philippines. Some 
countries in the dollar group--for example, Cuba, Ecuador, Nicaragua, and Venezuela
employ multiple exchange rates, but not for balance-of-payments reasons. 
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pos.es. Multiple exchange rates may result simply from the application 
of an exchange tax on the selling rate but not on the buying -rate; in such 
instances the primary objective is revenue; The existence of more than 
one rate of exchange usually necessitates import licensing for the purely 
administrative purpose of distinguishing between transactions that are 
entitled to the various exchange rates. If this is the primary purpose, 
there is usually no difficulty in obtaining the necessary exchange, once 
the import permit has been granted. 

Canada 

Canada is the only British Commonwealth country that is not include_d 
in the sterling area. Canada participates with the United States in the 
work of the Organization for European Economic Cooperation with a 
view to assisting the members of that organization, through the European 
Payments Union, to achieve a larger measure of multilateral trade and 
general currency convertibility. After World War II, Canada itself had 
serious difficulties in achieving a satisfactory balance-of-payments posi
tion with the United States. By 1947 its deficit with the United States 
had grown so large that Canada imposed severe restrictions on the use of 
United States dollar exchange and on the licensing of imports from the 
United States. As its payments position improved, however, Canada 
relaxed its c;ontrols; by the end of 1951 it had removed virtually all of 
them. Canada still maintains a long list of commodities that are subject 
to export permit; this list is revised from time to time. Except for a 
few items, however, export permits are not required for shipments to the 
United States if the United States is the country of ultimate destination; 
Europe and the Far East are the areas mainly affected by these restrictions. 
The purpose of the restrictions is to conserve supplies for domestic use. 

Cuba 

Cuba requires the licensing of certain imports (for example, wheat 
and wheat flour, and tires and tubes) for statistical and registration 
purposes, and requires official approval only for payments to France and 
Spain in accordance with arrangements with those two countries. Cuba 
also employs a very limited multiple-exchange-rate system, resulting 
from the application of a 2-percent exchange tax on all remittances_ 
abroad; no corresponding tax is imposed on. the purchase of foreign 
exchange. 

Ecuador 

Ecuador employs an official rate of exchange for some goods and a free 
rate for others. Import licensing is required in .order to restrict imports 
to permissible goods-that is, g~ods in three official classes: essential, 
semiessential, and luxury. Imports of commodities not listed in these 
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groups are prohibited. Ecuador has no quantitative restrictions on 
permissible imports. 

Nicaragua 

Nicaragua maintains no quantitative restnct1ons or prohibitions on 
imports. It does, however, employ two official rates of exchange and 
applies various surcharges to these rates. Imports are classified in three 
categories-essential, semiessential, and nonessential. A different ex
change rate applies to each category, and import licenses are required in 
order to insure that the proper rate will apply to each category. 

Venezuela 

Venezuela employs a multiple-exchange-rate system; it also requires 
import licensing for a few imports and exports. Its exchange-control 
regulations serve the primary purpose of insuring that the various ex
change rates are applied to the goods for which they are intended. The 
relatively few items subject to prior import licensing are mainly of the 
kinds produced by domestic industries to which the Government wishes 
to give protection; for some of these imports, licenses are issued only on 
condition that the importer purchase quantities of domestic products 
equal to a specified percentage of the amount to be imported. Venezuela 
imposes no quantitative import restrictions on goods other than · these, 
and maintains no restrictions on payments. 

Dominican Republic, El Salvador, Guatemala, Haiti, and Honduras 

The other dollar C!mntries-the Dominican Republic, El Salvador, 
Guatemala, Haiti, and Honduras-maintain a single rate of exchange: 
Thus they do not have the same reasons to apply exchange restrictions 
as the countries have that employ multiple rates of exchange. Some of 
these five countries, however, maintain exchange control and licensing 
of imports for other reasons. None imposes quantitative restrictions for 
balance-of-payments reasons. 

The Dominican Republic requires "recommendations to import" for 
all imports, in order to insure the equitable distribution of goods imported 
under quotas allocated to it by the supplying countries. Exchange is 
licensed, but there are no restrictions on payments made abroad or on 
those received from other countries; the licensing is maintained for 
statistical purposes. Prior import licenses are required for a few items, 
but the purpose is administrative. 

Guatemala prohibits imports of most printed, lithographed, and silk
screen-process materials except under special authorization, and it re
quires that importers of beef, mutton, or synthetic tallow must purchase 
domestic tallow in quantities equal to 20 percent (10 percent before 
December 2, 1952) of their imports. There is no exchange control. 
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DEVELOPMENTS IN THE USE OF CURRENCY-RETENTION 
QUOTAS AND SIMILAR PRACTICES 

The Commission's fifth report on the operation of the trade agreements 
' program discussed the system of currency-retention quotas that certain 

European countries employ to encourage exports.25 Currency-retention 
quotas result when a country requires, as a general policy, the surrender 
to governmental authorities of all but a specified portion of the foreign 
exchange derived from exports. . Under this system, exporters ' are per
mitted to use the share of the foreign .exchange they retain to purchase 
imports or, if they so elect, to transfer this privilege to others. If import 
restrictions are relaxed on goods for which the retained foreign-currency 
proceeds may be used, the original holder stands to rnake a profit from 
the imp'ortation of gooi:ls that command premium prices in the domestic 
market; or the profit that he may make from the sale of the retained
exchange proceeds to other importers. may make it possible for him' to 
quote lower export prices. · 

These practices have been criticized on the g~ounds that they represent 
a form of selective currency &valuatio~ that oper~tes fo the disadvantage 
oHhose countries that do not employ sifrrilar systems, and that they a11 
possess discriminatory features~~ ' Th~re . is also a tendency ' fo~ · such 
practices to be adopted as 'retaiiatory measures, and thus to become in
creasingly widespread. Insofar ·· ~s p~emiums attach to ' the use of 'the 
retained accounts for speci£.c· transactions, they result· in the. creatfon of 
a limited multiple-exchange-rate system, applicable to .the trade affected 
by them.· To this extent they are similar to the' more ·widespread and 
more openly operated multiple-currency practices employ;ed by a number 
of Latin American countries. · 

The currency-retention plans used by certain European countries have 
generally been an exceptional, and not a particularly prominent, feature 
of their total trade-control systems; the trade affected does not generally 
exceed 10 percent of the country's total trade, . and in most cases is con
siderably smaller. Furthermore, the premiums paid for the retained 
currencies have tended to decline as imports of commodities purchased 
with the retained currencies have increased. Currency-retention quotas 
have been used primarily to promote exports to the dollar area and other 
hard-currency areas, but they have also been used to promote exports 
to soft-currency areas. "Switch" or "shunting" transactions have also 
resulted from the use of this device; 'that is, exporters who receive the 
benefit of currency-retention privileges purchase goods in foreign countries 
for resale in third countries. 

25 See Operation of tM Trade . Agreements Program (fifth report), ch. 6. The principal 
currency-retention systems discussed were those of Austria, Denmark, France, the Federal 
Republic of Germany, Italy, and the Netherlands. 



JULY 1952-JUNE 1953 151 

In May 1953 the executive directors of the International Monetary 
~und, which is responsible for maintaining certain standards and pro
.cedures with respect to practices that constitute exchange restrictions, 
multiple-currency practices, or discriminatory currency arrangements, 
:issued a statement based on an examination of the use of currency
retention quotas. The statement declared: "Members should work 
toward and achieve .as soon as feasible the removal of these retention 
.quotas and similar practices, particularly where they lead to abnormal 
:Shifts in trade which cause unnecessary damage to other countries. 
_Members should endeavor to replace these practices by more appropriate 
measures leading to currency convertibility." 26 The executive directors 
.also stated that the Fund would enter into consultation with any member 
-concerned, with a view to developing a program for the removal of reten-
<tion quotas and similar devices. . 

As pointed out in the Commission's fift,h report on the operation of the 
-trade agreements progr!lm, Norway, Finland, Sweden, and Greece have 
.abandoned the use of retention quotas. In May 1953 Austria ceased to 
:use its form of currency retention, known as "linked transactions." 

Western European countries that still employed currency-retention 
•quotas or similar devices on December 31, 1952,27 were Denmark, France, 
··the Federal Republic of Germany, Italy, and the Netherlands; Iceland, 
Indonesia, and Turkey also continued to operate such devices. Germany 
.abolished its c~rrency-retention system as of July 1, 1953, but announced 
·that it would require until March 31, 1954, to liquidate transactions 
"begun under this system. Denmark and the Netherlands have both 
\indicated their intention of abolishing practices of a similar nature. 

After investigating currency-retention quotas and similar systems in 
,alJ the countries that employ them, the executive board of the Fund 
•concluded that it was not practicable to deal with these practices on a 
:general basis, and that they would have to be considered on an individual 
"basis. It continued, therefore, to discuss these practices with the coun
·tries that still maintained them. 

MISCELLANEOUS MATTERS REGARDING 
TRADE-AGREEMENT OBLIGATIONS 

Various kinds of problems that arise between contracting parties to 
-the General Agreement on Tariffs and Trade are examined by the Con
·-tracting Parties 11t their periodic sessions. For the period July .l, 1952-
June 30, 1953, such problems are discussed in chapter 3 of this report. 

25 The argument had been advanced in some quarters that the facilitation of trade, 
particularly transit trade, by the use of such special exchange devices as retention quotas 

;;helps to restore world trade to the multilateral basis essential for general convertibility. 
27 As reported in the International Monetary Fund's Fourth Annual Report on Exchange 

.Rutrictiom (Washington, 1953). 



152 TRADE AGREEMENTS PROGRAM, SIXTH REPORT 

Problems that arise between the United States and any country with 
which it has a bilateral trade agreement are, of course, taken up directly 
between the interested parties. In general, countries have been careful 
to exempt concession items from the application of new import duties, 
and most of them have adhered to their obligations regarding the use of 
other import charges and quantitative import restrictions. 

In its previous reports on the operation of the trade agreements pro
gram, the Commission reviewed the status of several matters then at issue 
between the United States and various countries with which it has. 
bilateral trade agreements, including (in its fifth report) matters at issue 
with Argentina, · Guatemala, Paraguay, and Turkey.28 The matters. 
therein reported as not having been settle.cl with Argentina, Paraguayt 
and Turkey remained unresolved in 1952- 53. In recent years Guatemala 
has violated its agreement with the United States in a number of instances. 
and, except with respect to an issue involving the classification of certain 
cheese items, has not discontinued the violations. 

Argentina 

The failure of Argentina to apply lower rates of duty (as provided in 
its trade agreement with the United States) to imports from the United 
States on which it had granted concessions "when Argentine custom(> 
receipts from import duties exceed 270 million pesos, national currency:, in 
any calendar year" was discussed in the Commission's fourth report on 
the operation of the trade agreements program. Argentin.a's customs 
collections exceeded the prescribed 270 million pesos in both 1947 and 
1948. Despite the requests of the United States Government, Argentina 
has never applied the lower rates of duty prescribed in the 1941 bilateral 
trade agreement. Only 28 out of 113 schedule I duties would be subject 
to reduction should Argentina take the action promised in the agreement; 
most of the items involved are automotive products. The adoption of 
lower rates on these items, however, would probably be offset by stricter 
application of Argentina's quantitative import restrictions as long as that 
country has balance-of-payments difficulties. 

Guatemala 

Guatemala has failed in several instances to respond to United States. 
Government requests to remove certain restrictions Guatemala pla·ced on 
the importation of trade-agreement items in contravention of its commit
ments in the 1936 trade agreement with the United States. For the most 
part, the products included in Guatemala's schedule of concessions under 
that agreement have not been subjected to restrictive measures. For 
several years, however, Guatemala has followed a policy designed to 

28 Action by Uruguay in applying a new ad valorem tax on concession items, which would 
have violated its agreement with the United States, was corrected by Uruguay, as reported 
in the Commission's fourth report. 
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make the country increasingly self-sufficient. Since it does not maintain 
·exchange controls and does not require import licenses for more than a 
few commodities, Guatemala· relies principally on its tariff and other 
charges on imports and to some extent on such devices as mixing regulations 
to carry out its protectionist policy. Article 6 of the trade agreement 
between the United States and Guatemala provides that Guatemala will 
not impose "any prohibition, import or customs quotas, import licenses 
or any other form of quantitative regulation ... on the importation or 
sale of any article the growth, produce or manu.facture of the United 
States of America, enumerated and described in Schedule I ... " (con
cessions granted by Guatemala). The United States assumed similar 
obligations with respect to schedule II (concessions granted by the United 
States). 

Since 1949 Guate~ala has continued to apply various restrictions to 
imports of wheat flour, a trade-agreement item. At first Guatemala pro
hibited the importation of wheat flour, but later (April 1949), after the 
United States had protested that this action violated the provisions of the 
trade agreement, it replaced the prohibition by regulations permitting the 
importation of hard wheat flour if importers purchased a quantity of 
domestic flour equal to a specified proportion of the quantity of flour im
ported. The ratio of required purchases of domestic flour to imports of 
flour has been <;hanged from time to time. In November 1952, for ex
ample, the ratio was increased.from 50 percent to 70 percent. In May 
1953 the ratio was i:educed to 50 percent.29 While these mixing require
ments are less restrictive of imports of flour from the United States than 
a complete prohibition would be, they are nevertheless in conflict with 
the terms of the trade agreement. Protests by the United States Govern
ment against such practices have not thus far resulted in r,emedial action 
by Guatemala. 

Another instance of Guatemala's use of mixing regulations relates to 
cotton textiles. In September 1952 Guatemala established restrictions 
on the importation of certain cotton-textile products (which are trade
agreement items) by requiring importers to purchase similar domestic 
products in specified proportions to imports. This requirement involves 
the same kind of violation of article 6 of the trade agreement as the mixing 
regulation for wheat flour does. Despite United States protests, however, 
Guatemala had not by June 30, 1953, taken action to correct the violation. 

In November 1952 the Guatemalan Congress levied a tax on importers 
amounting to 6 percent of the total customs duties and surcharges paid 
by them on all merchandise, except gasoline and lubricants, that they 
imported into Guatemala. In December 1952 the United States pro-

2u The ratio was again increased to 70 percent in January 1954. 
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tested this action as a violation of article 1 of the trade agreement, which. 
provides· that all articles 

1

grown, produced, or manufactured in the United 
States and enumerated in Guatemala's schedule of concessions shall be 
exempt from ordinary customs duties in excess of 'those set forth in the 
schedule, and from all other duties, taxes, fees, or charges imposed in Gon
rieotion ·with •s ch importation. Guatemala does · not regard this tax, 
which h considers essential to its plan for the country's economic develop
ment, as a violation of the agreement, since it takes the view that the tax 
is not on imports as su.ch, but represents a "contribution" from importers 
for .the purpose of improving port facilities. Guatemala, therefore, ha·s 
refused to accede to the requests of the United States that the tax be 
removed. ·· · 

The previously reported violation by Guatemala with respect to certain 
cheese items appears to nave been remedied. In February 1951, Guate
mala reclassified '"unspecified cheese in unspecified containers" (a trade
agre~ment 'item) ·as '"unspecified cheese in closures or containers hermet
icaliy sealed." · The 'ruling was· protested by the United 'States because 
Guatemala's interpretation of·the term "hermetically seaied" was fel te 
be unreasbnably-·broad and because it resulted in an increase in import 
duties for' the cheese covered by Guatemala's concession. ,A Guatemalan 
customs ruling of December 21, 1953, evidently· nullifies the 19'51 ·ruling, 
thereby making •way for restoration of the customs procedure in force 
before that date. The ·ruling states that. the term "hermetically sealed" 
should be restricted to closures made of soldered tinplate or rubber
ized, waterproof cellophane, sealed m such a manner as not to permit 
the entrance of air or other gases. 

Paraguay 

Soon after the bilateral trade agreement between the United States and 
Paraguay became effective in 1947, Paraguay established a new schedule 
~f consular fees, including a fee of 5 'percent ad valorem for the certifica
tion of consular invoices. The United States has repeatedly protested 
the application of this fee, on the ground that it has increased the effective 
rates of duty ·established in the trade agreement for United States prod
ucts. The Government of Paraguay, however, has taken no corrective 
action and the matter is still at issue. 

Turkey 

A longstanding issue between Turkey and the United States relates to a 
discriminatory tax on imported motion-picture films that was imposed 
when Turkey was party to a bilateral trade agreement with the United 
States; Turkey is now a contracting party to the General Agreement. As 
reported by the Commission in its fourth report, the city of Istanbul iµi.
poses a tax of 70 percent on the admission price to theaters when they 
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exhibit imported motion pictures, and of 25 percent when they exhibi~ 
domestic films only. The United States Government has called .the 
attention of the Government of Turkey to its obligation to accord United 
States products national treatment with respect to all internal taxes. 
Turkey has not thus far removed the discrimination, but it has expressed 
·an intention to introduce legislation designed to eliminate the discrimina
tion. The issue therefore still remains unresolved. 
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