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Foreword 
This, the eighth report of the United States Tariff Commission on the

operation of the trade agreements program, covers the period from July 
1, 1954, through June 30, 1955. The eighth report has been prepared in 
conformity with the provisions of section 3 of the Trade Agreements 
Extension Act of 1955 and Executive Order 10082 of October 5, 1949. 
Section 3 of the Trade Agreements Extension Act of 1955 requires the 
Tariff Commission to submit to the Congress, at least once a year, a 
factual report on .. the operation of the trade agreements program. Before· 
the passage of the : Trade Agreements Extension Act of 1955, various 
Executive orders had directed the Commission to prepare similar annual 
reports and to submit them to the President and to the Congress. The 
latest of such orders-Executive Order 10082 of October 5, 1949-is still in 
effect. 

During the period covered by tn£eighth i;eport, the United States and 16 
other contracting parties to the Genera! Agreement on Tariffs and Trade. 
met at Geneva, Switzerland, to negotiate with Japan for its accession to 
the General Agreement. During this period the United States also con-· 
eluded a supplementary bilateral trade agreement with Switzerland. 
The report describes the negotiations with Japan and other countries and 
with Switzerland, and analyzes the concessions that the United States 
granted and obtaJned in those negotrations. 

The eighth report also covers other important developments respecting 
the trade agreements program during 1954-55. These include the 
further extension and amendment of the United States trade agreements 
legislation, and major developments relating to the General Agreement
consultations and discussions under its general provisions, the general 
review of the General Agreement that the Contracting Parties conducted 
at their Ninth Session, and the agreement that they concluded on the 
proposed Organization for Trade Cooperation. Like earlier reports in 
tlie series, the eighth report also discusses the actions of the United States 
relating to its trade agreements program, and the changes in tariffs, 
exchange controls, and quantitative trade restrictions that were made by 
countries with which the United States has trade agreements. 
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Chapter 1 

United States Trade Agreements 
Legislation · 

During almost all of the period covered by this . report,~ the United 
States conducted ·its trade agreements . program under the authority of. 
the Tra.de Agreements Act of 1934, as am:ended, the Trade Agreements. 
Ex~ension Act of 1951, as amended by the Trade Agreements Extension 
Act of 1953, and the extension act of 1954. 

The Tra,de Agreements Extension. Act of 1951. continued the fresi
dent's authority to enter into trade agreements for ,a P<triod of 2 .Years. 
from June 12, 195L It also, among other things, incorporated into the 
trade agreerr.ients legislation the so-called periJ.,.pojnt provisiop.-in. s~b
sta,ntiallr the same form as it appeared in the Trade Agreements ;Ex.ten
sion Ac~ ,of 1.948-:-and established statutory provi~ions for trade agree
ments es<;ape-clause procedures, 

The, Trade Agreements Extension Act of 1953 extended the President's~ 
authority to conclude trade agreements; for a period of 1 year from June 
12,· 1953. Among other things, it made certain minor changes in the 
escape-clause procedures that had been provided for in the extension act 
of 1951, the statutory provisions of which remain in effect.2 The ex
tension act of 1954, which was approved July 1, 1954, extended the Presi
dent's authority to enter into trade agreements for a period of l year from 
June 12, 1954, but made no changes in either the peril-point provision 
or the escape-clause procedures.3 

LEGISLATIVE HISTORY OF THE TRADE AGREEMENTS 
EXTENSION ACT OF 1955 

Inasmuch as the Preside~t's authority to negotiate trade agreements. 
under the extension act .. of 1954 was due to expire on June 12, _ 1955, the 

·1 The first report of this series was U. S. Tariff Commission, Operation of the Trade Agree-. 
ments Program, June 1934 to April 1948, Rept. No. 160, 2d ser., 1949. Hereafter that re
port 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 agree
ments program will hereafter be cited in a similar short form, Copies of the Commission's 
earlier reports on the operation of the trade agreements program may be purchased from 
the Superintendent of Documents , United States Government Printing Office, Washington 
25, D. C. 

2 For a discussion of the other provisions of the extension acts of 1951 and 1953, see 
Operation of the Trade Agreements Program (sixth report), pp. 17- 23. . 

3 For the legislative history of the extension act of 1954, see Operation of the Trade Agree
ments Program (seventh report), pp. 21-23. 
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administration took action, shortly after the convening of the 1st session 
of the 84th Congress, to obtain an extension of that authority. 

On January 10, 1955, in a message to the Congress, the President re
quested that his authority to negotiate tariff reductions with other coun
tries, on a gradual, selective, and reciprocal basis, be extend~d for a period 
of 3 year:S.1 The President stated that the requested · extension of the 
trade agreements authority .should authorize-subject to the peril-point 
and escape-clause provisions-the following:~ . . 

1. Redu'ction, tnrough multilateral and reciprocal negotiations, of 
tariff tates on selected commodities by not more than 5 percent per year 
for 3 years; 

2. Reduction, through multilateral and reciprocal negotiations, of any 
tariff rates in excess of 50 percent to that level over a 3-year period~ an'.d 

3. · Reduction, by not more than one-half over a 3-year period, of tari~ 
rates in dfo'ct Oii January 1, 1945, on articles which are not now being 
imported ot which are being imported in only negligible quantities. 

House bill 1, which embodied the President's· proposals, was intro-· 
duced in 'tlYe House "?f Representatives on January 5, 1955, and was re
ferred ·to trre C'Ommi'itee on Ways and Means the same day. On Febru
ary 14, after public hearings that extended from January 17 to February 
7~ t'l're t6hlmittee· ~eported favorabiy on the bill, with several amend
mehts;6 The Hduse debated the bill on February 17 and 18, after which 
it was passed, with amendments; on February 18, 1955, by a vote of 295 
to 110. 

As passed by the House of Representatives, House bill l provided that 
the President's authority to negotiate trade agreements with foreign 
countries should be extended until July 1, 1958. The bill also provided 
that the President could reduce United States import duties, pursuant to 
trade-agreement negotiations, by any 1 of the 3 alternative methods 
that he had proposed; the 3 methods could not be used cumulatively. 

4 In his message to the Congress the President also discussed, in broad outline, the then 
.current negotiations for the revision of the organizational provisions of the General AgreC"' 
ment 'On Tariffs and Trade, special problems and possible programs relating to domestic 
.Customs procedures, measures .to facilitate United States investment abroad, technical as~ 
sistance to . underdeveloped areas of the world, encouragement of international travel, 
United States participation in international trade fairs, the problem of currency converti
bility, and the relationship between domestic agriculture and the foreign economic policy of 
the United States. 

5 These recommendations were essentially the same as those that the President made in 
his message to the Congress on March 30, 1954, after receiving the report of the Commission 
-0n Foreign Economic Policy (the "Randall Commission"). See U S. Congress, Meuage 
from the President of the United States Transmitting Recommendations Concerning the Foreign 
Economic Policy of the United States, H . Doc. 360 (83d Cong., 2d sess.), 1954. See also 
Commission on Foreign ·Economic Policy, Report to the President and the Congress, January. 
1954; Minority Report, J anuary 1954; and Staff Papers Presented to the Commission on Foreign 
.Economic Policy, February 1954. 

e See H. Rept. 50 (84th Cong., 1st sess.), 1955. 
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To permit completion of the annmmced trade-agreement negotiations 
involving Japan, the bill authorized-for commodities on which conces
sions might be made in those negotiations-the same reductions in rates 
of duty (that is, 50 percent of the rate existing on January 1, 1945) as 
were authorized under the then existing law, even though the agreement 
might be entered into after the President's authority under the existing 
law was due to expire. Other principal provisions of the bill subjected 
the President's trade-agreement authority to the peril-point and escape
~lause procedures of the then present law, and required the President to 
submit to the Congress an annual report on the operation of the trade 
agreements program. 

On February 21, 1955, House bill 1 was referred to the Senate Com7 

mittee on Finance. On April 28, after public hearings that extended 
from March 2 to 23, the committee reported favorably on the bill, with a. 
number of amendments.7 The Senate debated House bill l on May 2, 3,. 
and 4, after which it was passed, with amendments, on May 4, 1955, by
a vote of 75 to 13. 

The Senate's amendments to House bill 1 eliminated one of the alterna
tive rate-reduction provisions that was contained in the House bill-· 
that which authorized reductions to 50 percent below the January 1,, 
1945, rate on articles not import~d or imported only in negligible quan
tities. The other two rate-reduction provisions were retained. To 
permit completion of the announced trade-agreement negotiations in-· 
valving Japan, the Senate version of the "bill-like the House version-· 
,authorized for those negotiations the same reductions in rates of duty 
(that is, 50 percent of the rates existing on January 1, 1945) as were· 
authorized under the then existing law, even though the agreement might 
be entered into after June 11, 1955. Under the Senate amendments,. 
however, rates reduced in those negotiations by 15 percent or more could 
not be further reduced under the additional 15 percent rate-reducing 
authority. 

Other principal provisions of the Senate version of the bill that were not 
contained in the House version amended the escape-clause provisions of 
the existing trade agreements legislation by defining a "domestic industry' 7 

for escape-clause purposes, and by specifying the extent to which increased 
imports must affect an industry before serious injury can be attributed to
such imports. Other provisions of the Senate version of the bill required 
the Tariff Commission to make public its findings and recommendations 
in escape-clause cases at the time they are submitted to the President;· 
authorized the President to adjust imports whenever he finds, after in
vestigation, that an article is being imported in such quantltles as to 
threaten to impair the national security; and required the Tariff Com-

1 See S. Rept. 232 (84th Cong., 1st sess.), 1955. 
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m·issidn, at least once a year, to submit to the Congress .a factual report oi:i 
the operation of tlie trade agreements program. 

In order to reconcile the. differences between the House and the Senate 
versions, Hou.se bill 1 was sent to conference on Ma:y' 4, 1955. ·· The 
committee on conference, which with a few exceptions (the rrtost impor
tant of which related- to the Senate definition of "industry") adopted the 
Senate version of the bill, reported on the· bill on J u'ne 9. 8 The . Bouse of 
Repres~ntatives adopt:ed'the conference report on June 14, and the S~nate, 
on'June 15. The Pres'ident approved the.bill on June 21 , 1955, on which 
date it became effective.9 · 

. . . 
PROVISIQNS OF. THE TRADE AGREEMENTS ~XTENSION 

ACT .. 011 1955 : ·, .. , · .· ,, 

As finally . approved, the Tr~de Agreements Extension: Act of '19S5 
(s_ec. 2) ·~xtends f;oi:n June 12, 1955, until the dose of June 30, 1958, the 
period during which the President is authorized to enter into trade ~gree
ments with foreign countries. In extending the President's authority, the 
Congress reiterated (sec. 3) its statement in some previous extension acts 
that enattment of the act "shall not ·be coristrue'd ·to determine oi: indi
cate 'tn~ . ~pproval or d!sapprova:l by the Congress' of the exec~ti~e- agtee-
ritcfo't knbwn as the Gene1-al Agreement on Tariffs and"frade·." "" 
; Se·ction 3 of the new' act amends section 350 of.the: Tariff ·A~t of 1930 

(the Trade Agreements Act). "As so ainended; section 350 authorizes .the 
Presiderit to reduce United States impot t d·uties pursua_nt to trade
agreement negqtiations, subject to two alterhative limitations.10 'The 
first alternative limits reductions in import 'duties to not more than' 15 
percent of the rates existing on January 1, 1955. Under this method,' the 
amount of reduction becoming initially effective at one time may not 
exceed 5 percent of the rate existing on January 1, 1955 . No part of any 
such reduction may become initially effective until the immediately 
pfevious part has been in effect for not less than 1 year, and ·no part of 
any reduction may become initially effective after the expiration of the 
3-year period which begins July 1, 1955. In effect, the extension act of 
1955 authorizes the President, pursuant to trade-agreement negotiations, 
to reduce. United States rates of duty by a maximum of 5 percent of the 
rates existing on January 1, 1955, in each of three consecutive 12-month 
periods, the first such period beginning on July 1, 1955. The President's 
authority to make such reductions is not cumulative from period ·to 
period. Because the legislation establishes a base date of January 1, 

s See H. Rept. 745 (84th Cong., 1st sess .), 1955. 
g Public Law 86, (84th Cong., 1st sess.}, 1955. 
10 The Trade Agreements Act of 1934 originally authorized t he President to reduce import 

-duties, pursuant to trade-agreement negqtiatio_ns, . by not more than 50 perc~nt of the 
'.'existing" rates. The Trade Agreements Extension Act of 1945 authorized the President 
to reduce import duties by not more than 50 percent of the rates in effect on January 1, 1945. 
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1955, rates of duty reduced by 15 percent or more in the trade-ag~eement 
negotiations involving Japan may not be further reduced under the 
authority granted to the President by the first alternative. . 

The second alternative limits the reduction of import duties that ate 
higher than 50 percent ad valorem (or the equivalent thereof) to a rate 
of 50 percent ad valorem (or the equivalent thereof). Under the second 
method, not more than one-third of the reduction in rates of duty may 
become initially effective at one time, and no part of any reduction riiay 
become initially effective until the immediately previous part has been 
in effect for not less than 1 year. In contrast to the first method, how
ever, 'section 3 of the act does not prohibit reductions in rates of duty 
·under the second method from becoming effective after the expiration of 
the. 3-year period beginning July 1, 1955. The President may, ther~fore, 
reduce rates of duty under the second method after June 30, 19S8t if 
such .reduction is required to carry out a trade-agreement obligatioh 
entered into on or before that date . 

Section 3 of the new act also amends section 350 of the Tariff Act bf 
1930 to ·provide that the President may-within carefully specifie~ 
limits-exceed the duty-reduction limitations set . forth in the act · if he 
determines that such action will simplify the computation of.the iniport 
duties involved. · · 

T o permit the President to complete the announced trade-agreement 
·negotiat ions involving Japan after the expiration of his then cur'rent 
'authority on June 11, 1955 , section 3 of the extension act of 1955 author
izes the President, in order to carry out the agreement involving Japan, 
to reduce by 5D percent any rate of duty existing on January 1, 194'5. 

Section 3 of the new act further amends the existing trade agreements 
legislation by providing that the President shaU submit to the Congress 
·an annual report on the bperation of the trade agreements program. 
The President's report is to include information regarding new negotia
tions, modifications made in import' · duties and import restrictions, 
reciprocal concessions obtained in trade agreements, modifications ma.de 
in existing trade agreements (including the incorporation therein of 
escape clauses) , and other information relating to the trade agreements 
program and to the trade agreements entered into under it. Section 3 
of the act also provides that the Tariff Commission shall at all times 
keep informed concerning the operation and effect of provisions · relati'ng 
t o dut ies or other restrictions contained in trade agreements that have 
already been entered into or that hereafter may be entered into, a~d 

-.directs the Tariff Commission, at least once a year, to submit to the Con
gress a factual report on the operation of the trade agreements program.11 

11 Since 1947 various Executive orders have directed the Tariff Commiss ion to m,ike a 
factual report to the P res ident :;ind to the Congress, at least once each year, on the operation 
-0£ the trade agreements program. 
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Section 5 of the extension act of 1955 amends the escape-clause pro
cedure by providing that the Tariff Commission shall immediately make 
public its findings and recommendations to the President (including any 
dissenting or separate findings and recommendations) and that it shall 
publish_ a summary of such findings and recommendations in the Federal 
.&g.ister.12 

- Secti~n 6 of the extension act of 1955 amends the escape-clause pro
cedure by specifying the extent to which increased imports must affect 
an industry before serious injury can be attributed to such imports, and 
by -~efining a "domestic industry" for escape-clause purposes. Under 
the amendments, increased imports, either actual or i:elat;ive to domestic 
production, are to be considered as the cause or threat of serious injury 
to the domestic industry producing like or directly competitive products 
when the Tariff Commission finds that sueh- incl'eased imports have 
contributed substantially toward causing or threatening serious injury 
to such industry. 

Under the amended escape-clause provision, the terms "domestic 
industry producing like or directly competitive products., and ''domestic 
industry producing like or directly competitive articles'1 are defined 
(sec. 6) to mean that portion or subdivision of the producing organizations 
that manufacture, assemble, process, extract, grow, or otherwise produce 
like or directly competitive products or articles in commercial quantities. 
Where a particular business enterprise is engaged in operations involving
more than one industry, or more than one readily determinable segment 
of a single industry, section 6 directs the Tariff Commission, in conduct
i~g its escape-clause investigations, to distinguish or separate, as far as 
practicable, the operations of such business enterprises that involve the 
"like or directly competitive products or articles" from its other operations. _ 

' Section 7 of the new act amends the existing trade agreements legisla
tion by providing that whenever the Director of the Office of Defense 
Mobilization has reason to believe that any article is being imported 
into the United States in such quantities as to threaten to impair the 
national security, he shall so advise the President. If the President 
agrees that there is reason for such belief, he shall cause an immediate 
investigation to be made to determine the facts. If, on the basis of such 
investigation, the President finds that the article is being imported in 
such quantities as to threaten to impair the national security, he shalI 
take such action as he deems necessary to adjust the imports of such arti
cles to a level that will not threaten to impair the national security. 

12 Under the provisions of the Trade Agreements Extension Act of 1951, as amended, the 
Tariff Commission did not make public its findings and recommendations to the President 
in escape-clause cases until 60 days after it had made its report to the President, or sooner 
if tbe President had acted on the Commission's recommendations. 



Chapter 2 

Review of the General Agreement on 
Tariffs and Trade, and the Proposed 
Organization for Trade Cooperation · 

STATUS OF THE GENERAL AGREEMENT 

On June 30, 1955, 34 countries were contracting parties 1 to the multi
lateral agreement known as the General Agreement on Tariffs and Trade.2-
These countries are Australia, Austria, Belgium, Brazil, Burma, Canada, 
Ceylon, Chile, Cuba, Czechoslovakia, Denmark, the Dominican Republic, 
Finland, ·France, the Federal Republic of Germany, Greece, Haiti, India, 
Indonesia, Italy, Luxembourg, the·Nethetlarids, New Zealand, Nicara1gua, 
Norway, Pakistan, Peru, the Federation of Rhodesia and Nyasaland, 
Sweden, Turkey, the Union of South Africa, the United Kingdom, the 
United States, and Uruguay. Japan, which negotiated for accession to 
the General Agreement at Geneva in early 1955, had not become a con
tracting party by the end of the period covered by this report.3 

At the end of the period covered by this report, the General Agreement 
embraced the original agre<iment concluded by the 23 countries that 
negotiated at Geneva in 1947; the Annecy Protocol of 1949, under which 
10 additional countries acceded to the agreement; and the Torquay
Protocol of 1951, under which 4 other countries acceded. Indonesia; on 
behalf of which the Netherlands negotiated concessions at Geneva in 1947, 
became an independent contracting party · in 1950. Since the Geneva 
Conference in 1947, a total of 38 countries have become contracting parties. 
to the General Agreement. However, 4 countries that acceded to the 
agreement as a result of negotiations at Geneva in 1947 or at Annecy in 
1949-the Republic of China, Lebanon, Liberia, and Syria-have since 
withdrawn from it. 

1 The term "contracting parties," when rendered in 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. 
• 2 For a discussion of the history and nature of the General Agreement, see Operation of the
Tradt Agrummts Program reports as follows: First report, pt. 2; second report, pp. 19- 21; 
third report, pp. 31-32; fourth report, pp. 35-36; fifth report, pp. 23-26; sixth report, pp. 
25-27; and seventh report, pp. 25-26. 

3 Japan acceded to the General Agreement on September IO, 1955. 

378540-56-2 7 
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Article XXV of the General Agreement provides that the contracting 
parties shall meet from time to time to further the objectives of the 
agreement and to resolve operational problems that may arise. Between 
the Geneva Conference in 1947 and Ji.rue 30, 1955, the Contracting Parties 
held 9 regular sessions. From the time the ad hoc Committee for Agenda 
-a~d Intersessio.nal ,Busiriess W;a;s)·e_st J;ili~hed in J.,9.,:>1, until June 30, 195~, 
it held 8 meetings. . ·· 
· ··At th~ 1Nihth Sessio~ of the ·icontt.acHng ~Partie~~ · whi~h-1 was held at 
Gene a; ;,$Witz~rlahd., £r;,o:m Octcpb~r\28; ~195.4, ·tD · Marc~·}, 1955; ,aU 34 
countries that were then contracting parties to the General Agreement 
were in attend~nce. i~eyresep.te~ PY. o~~e rrs .w-<:re 1; COUl)tries that were 
not contracting parties: Argentina, J:Solivia, Colombia, Costa Rica, El 
Salvador, Israel, Iran, Iraq, Japan, Libya, Mexico, Portugal, Switzerland, 
and Yugoslavia. International, organizations that were represented at the 
Ninth Session were the United Nations, the International Monetary Fund, 
the International Labor Organization, the .Food and Agriculture Organ
ization; the Organization for European Economic Cooperation, the 
Council of Europe,. the Customs Cooperation Council, and i:he High 
Au.thority of the European Coal and Steel Community, 

In addition to the -usual consultations and discussjons at the Ninth 
Session relating to issues and problems 'that had arisen µnder the general 
provisions of the General Agreement, the Contracting Parties also·under
took the scheduled review·of the General Agreement, with a view to it.s 
amendment and reorganization in the light of the experience gained since 
it became provisionally effective. They made a number of proposals for 
its revision, and also negotiated .an Agreement on the Organization for 
Trade Cooperation, which would prov-ide a permanent basis for the ad
ministration of the General Agreement. 

The subsequent discussion of the principal developments relating to 
the General Agreement during the period July 1954 through June .1955 
covers two chapters. The balance of this chapter covers the scheduled 
review of the General Agreement and the proposed Agreement on the 
Organization for Trade Cooperation. Chapter 3 cpvers other important 
matters that the Contracting Parties considered at their Ninth Session, 
as well as other developments relating to the General Agreement during 
the period covered by this report.4 

~ For decisions, resolutions, and reports of the Ninth Session, see Contracting Partie.s to 
the General Agreement on Tariffs" and Trade, Basic lnstrmnmts and Selected Documents, 
Third Supplement: Decisions, Resolutions, Reports, etc. of the Ninth_ Session, Sales No.: GAIT/ 
1955-2, Geneva, 1955. 
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REVIEW OF THE GENERAL AGREEMENT . 

Origin and History 

At the Eighth Session of the Contracting Parties in 1953, the Chairman 
:submrtted to the Contracting Parties a note suggesting that a review be 
made of the General Agreement, · and proposing that the Contracting 
Parties hold a session for that purpose in 1954.· In the discussion that 
followed, the consensus of the Contracting Parties was that such a review 
was necessary in the light of the experience that had been gained from 6 
·years of operation of the General Agreement. A number of delegates 
'warned against sweeping attempts to revise or expand the scope of the 
agreement. Many delegates felt that the review should be directed to 
'the attainment of the present objectives of the agreement. 

As a result of the discussion·, the Contracting Parties decided to convene 
·a session, beginning in October 1954, to review the General .Agreement 
and to determine to what extent it should be modified in order to more 
-effectively attain its objectives. Individual 'contracting parties were in-
-vited to submit written proposals to the Executive Secretary not later 
than July 1, 1954. The Ninth Session of the Contracting Parties began 
>On October 28, 1954,. and· the general- review of the General Agreement 
began on ·November 8, 1954. · . 
. · The :first stage in ·the review of the General Agreement consisted of .a 
.series of statements before the Contra-cting Parties by-representatives of 
various of the contracting partres as to the views of their countries on the 
Beneral Agreement and the steps that should be taken to improve its 
-administration.5 The second stage consisted of a series of plenary· dis
·cussions by the Contracting Parties of the more specific problems involved 
in the review of the General Agreement, and the ·establishment of four 
working parties to -deal with the various proposals that the individual 
-contracting parties had submitted. 

The third stage in the review of the General Agreement consisted of the 
·deliberations of the four working parties. These working parties, to
;gether with the subj·ects outlined for their consideration, were as follows: 

I. Qua·r:titative res·t-rictions: Consideration of specific proposals regard
'ing the ·u-se -of quantitative ·restrictions for balance-of.:.payments pur.poses, 
for economic development, and for other protective purposes. 

IL Tariffs, schedules, and customs administration: Consideration of 
·specific proposals rebting to tariff schedules, procedures for tariff reduc
tion, most-favored-nation treatment, and customs administration. 

III. Barriers to trade other than quantitative restrictions or tariffs: Con
·sideraticm ·<:>f ·specioc proposals relating to subsidies (including export sub-

6See General Agreement on Tariffs and Trade, Ninth Session of the Contracting Parties, 
Press Releases ·GATI'/173 through 205, Nov. 8 to 15, 1954. 
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sidies and other export incentives), couptervailing measures, state trading~ 
disposal of noncommercial stock_s, and general exceptions to the agreement 

IV. Organizational and functionalquestions: · Consideration of specific 
proposals relating to the administration of the agreement, and lega! 
questions such as amendment procedures, entry into force, provisional 
application, and the scope of the agreement. 

During the c~urse of their deliberations, the four working parties made 
interim reports on their progress at plenary. meetings of the Contracting 
Parties. These interim reports not .,o.nly:) indicated to the Contracting-
Parties some of the principal question.s that would have to be resolv.ed, 
b~t als6 enabled the delegates to secure further instructions from their 
respective. governments as to their position on certain questions. 

The final stage in the review of the General Agreement consisted of a 
series of plenary .meetings o.f the Contracting Parties, at which they re
viewed the recommendations of the working parties and took action on. 
them. 

At the conclusion of their review, the Contracting Parties reaffirmed 
the basic objectives and obligations of the General Agreement;,-includip.g 
the principle of nondiscrimination in interna,ti91],al trade and the general 
prohibition against the use of quantitative restrictions on impor.ts-and 
submitted to the contracting parties for their acceptance the proposed 
amendments to the general provisions of the agreement that are described. 
in the next section of this chapter. 

The proposed amendments to the General Agreement are embodied in 
the following three protocols: (1) The protocol amending part I and 
articles XXIX (tariff negotiations) and XXX (amendments); (2) the 
protocol amending the preamble and parts II and III; and (3) the protocol 
of organizational amendments. All three of these protocols, which were 
dated March 10, 1955, were open for signature until October 27, 1955, 
subject to an extension of the time for .signature to be granted by the 
Contracting Parties to any contracting party that had been unable to 
sign by that date. The first mentioned protocol will become effective 
upon its acceptance by all contracting parties; the other two protocols: 
will become effective upon their acceptance by two-thirds of the con
tracting parties. The United States signed the three protocols on 
March 21, 1955'; Germany signed them ad referendum on March 31, 1955 .. 
Pending acceptance of the amendments to the general provisions by the 
requisite number of contracting parties, the existing unamended agree
ment will remain in effect. 

At their Ninth Session the Contracting Parties also agreed to extend'. 
the assured life of the tariff concessions in the General Agreement th.r.mugh 
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:December 31, 1957.6 The declaration extending the assured life of the 
Lariff concessions was open for signature until June 30, 1955. By that 
·<late, riine contracting parties, including the United States, had accepted 
the declaration; it became effective for those contracting parties on 
July 1," 1955. The declaration will become effective for other contracting 
parties upon their acceptance of it. 

Proposed Amendments to the General Agreemen~ 

The amendments to the General Agreement that were proposed by the 
.Contracting Parties as a result of their review at the Ninth Session are 
-0f 3 types: (1) Routine drafting and technical changes in certain of 
the general provisions; (2) minor technical .changes in the general provi
sions designed to bring the agreement into conformity with the proposed 
•Organization for Trade Cooperation; 7 and (3) substantive changes in 
16 articles of the general provisions. Of the 19 other articles in the 
-present agreement, 4 are not changed in the proposed revision. Minor 
«:nanges in the remaining 15 articles are purely formal, technical, or: 
-drafting changes. The following discussion of the proposed amendments 
to the general provisions relates only to those that involve substantive 

.-changes.8 

The general provisions of the General Agreement, as well as the pro
·'Posed amendments to them, are complex and highly technical. The 
:following discussion of them is written, as far as possible, in nontechnical 
language. For a · more complete understanding of the provisions of the 

· General Agreement and _the proposed amendments to them, the reader 
.: should consult ·the original text and related documents, and the text of 
-the proposed revision.9. 

6 The assured life of the tariff concessions was due to expire on June 30, 1955. The 
· Contracting Parties also amended the General Agreement to provide for the future automatic 
.. continuance of the concessions for 3-year periods after December 31, 1957, and made ar
rangements to permit-in special circumstances-the renegotiation of concessions. 

7 In this and subsequent sections of the report the Organization for Trade Cooperation 
: is also referred to as the "Organization" and the "OTC." 

s For an ai:ticle-by-article comparison1of the.present agreement and the proposed revision, 
together with an explanation of the differences between the two versions, see U. S. Depart
ment of State, General Agreement on Tariffr and Trade: Present Rules and Propoud Re

- t1isions, 1955. 
9 See U. S. Department of State, The General Agreement on. Tariffs and Trade (Amended 

Text) and Textf of Related Documents, Pub. 3758 (Commercial Pol. Ser. 124), 1950; and 
· Contracting Parties to GATT, Basic Instruments ••. , vol. 1 (revised) , Text of the General 
. Agreement, as amended, and of the Agreement on the Organization for Trade Cooperation, 
.. Sales No.: GATI/1955-1, Geneva, 1955; vol. 2, Decisions, Declarations, Resolutionr, 
Rulings and Reportr, Sales No.: GATI/1952-4, Geneva, 1952; First Supplement, Sales 

: No.: GATI/1953-1, Geneva, 1953; Second Supplement, Sales No.: GATI/1954-2, Geneva, 
: 1954; and Third Supplement, Sales No.: GATI/1955-2, Geneva, 1955. 
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Art.icle VI: Antidumping and countervailing duties 

Article VI of the present agreement condemns "dump.ingn if it threateQs 
or causes material injury to an established in~ustry, or materially retards 
the establishment of an industry, in the territory of another contracting
party. .Article VI also provides that a country so )nju~ed may. protect 
itself against dumping or injurious subsidiz;ation by imposing antidumping· 
or countervailing duties, but prohibits the excessive or unwarranted use
of such duties. . -'Jihc; 'l!Jrticle, also; perroits : an impo.i-t:ing :-c0,m1My,.,_with the
pri~r approval of the Contr~cting Par.ties, to levy antidumping or counter
~aiiing. duties on "dumped" imports ,to.prote'ct from injury, or the thre~t. 
oi'iri.jury, the industry 'of ' a third country that exports the' product in 
q~est1on to its market'. . · · ' · · · · · · 

Iii the proposed revision, that portion of article VI that relates to the
use of countervailing duties to protect 'the industries of third countries, 
has been a~ended in se~~ral respects . .. The revised article rµakes it 
~andatory' for the OTC fo gr~nt: an importing country permission tc>
le\ry counterva~ling duties when the , OTC Jlnds· that serious injury to a. 
third 'ciountry exists or is th~eatened. · When dela,y wotild resu1t in 
seriou~ ·damage, the importing couii't~y may levy such duties without: 
prior ·approval by the OTC, subject to the requirement that it proi:n'ptly
report its action to the OTC and withdraw the duty if the OTC subse
quently disapproves it. 

4rtkle XII: RestrictiQns tQ sajeguard the balance Qj payments 

Article XI of the present agreement prohibits, with specified excep
tions, the use by contracting parties .of various nontariff restrictions (such. 
as import prohibitions, quotas, licensing systems and other quantitative· 
control measures) on international trade with other contracting parties. 
Article XII, however, recognizes that problems of postwar economic· 
adjustment make it impracticable 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. 

In the proposed revision of the General Agreement, article XI is not 
chan~ed, except for the addition of an interpretative note. Article XII, 
however, is amended to provide more effectively for the removal of 
restnct10ns as a country's balance-of-payments position improves·,. 
and to insure that the trade interests of other countries are taken into-· 
account. 

The proposed amendment retains the consultation procedure of the old' 
artide, but adds the requirement that all countries employing restrictions .. 
must submit annually to a comprehensive examination of (1) their · 
restrictions, (2) the conformity of their policies with the rules of the: 
General Agreement, and (3) the effect of their restrictions on other con
tracting parties. Separate provisions in amended article XVIII of the-
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agreement apply to underdeveloped countries, which would be required 
to consult on their restrictions every 2 years. 10 . 

If, under the amended article XII, the OTC finds that contracting 
parties are applying restrictions in a manner inconsistent with the General 
Agreement, it must indicate the nature of the inconsistency and may 
advise that the restrictions be suitably modified. If the OTC finds that 
the_ inconsistency is of a serious. nature, and that it causes or threatens 
to cause damage to the trade of any contracting party, it is require~ to 
make recommendations for securing c.ompliance with the agreement. 
If these recommendations are not carried out within a ·specified period, 
the OTC may authorize compensatory action against the contracting 
party that is applying the restrictions . . 

Article XIV: Exceptions to the rule of nondiscrimination 

Article XIV of the present agreement provides· for. certain exceptions 
to: the principle-set forth in article XIII_:__that quantitative restrictions 
employed by a contracting party must be administered in a nondiscrim
inatory manner. The present article lists 'three different criteria which, 
if met, permit a country to employ quantitative restrictions in a dis
criminatory manner. 

The amended ar~icle XIV substitutes a single criteri.on under which_ a 
country may discriminate in the administration of quantitative restrictions. 
Under the provisions of the amended arti~le, a contracting party may so dis
criminate only in a manner that has effects equivalent to those of exch~nge 
restrictions that it is at the time permitted to apply under the Articles 
of Ag.reement of the International Monetary Fund. The amended artide 
also requires all contracting parties that are discriminating under 
article XIV to consult periodically with the Contracting Parties; under 
the present a~ticle only a few countries are required to do so. 

Article XVI: Subsidies 

Article XVI of the present agreement provides that if any contracting 
party grants or maintains any subsidy, including any form of incom.e or 
price support which operates directly or indirectly to increase exports 
or to reduce imports, it must notify the Contracting Parties in writing as 
to the nature and extent of the subsidization. In any case in which it is. 
determined that a subsidy seriously prejudices the interests of any other 
contracting party, the contracting party that grants the subsidy must 
discuss, with the other contracting party or parties concerned, or with the 
Contracting Parties, the possibility of limiting the subsidization. 

The proposed amendment to article XVI adds provisions that are de
signed to limit the use of subsidies on the exportation of primary products. 
Contracting parties , according to the amended article, should seek to 

io See the section of this chapter entitled "Article XVIII: Governmental assistance to 
economic development." 
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avoid such subsidies. If, however, a contracting p.arty does employ 
such subsidies, they shall not be applied in a manner which results in that 
contracting party having more than an equitabfo share of the world 
export trade in the product concerned. In determining such equitable 
share, account shall be taken of the shares of the various contracting 
parties in such trade during a previous representative period, and of any 
special factors tha.t may have affected, or may be affecting, the trade in 
the product concerned. 

The amended article also provides for the prohibiti©n of export sub
sidies for non primary products or manufactures beginning January 1, 
19·58, or the earliest practicable date thereafter. Meanwhile, no con
tracting party would be permitted to introduce new subsidies on non
primary products or to increase the scope of existing subsidies on such 
products beyond that which existed on January 1, 1955. An interpreta
tive note to the amended article states, among other things, that the 
contracting parties will seek before the end of 1957 to reach an agreement 
tQ _abolish all ·remaining subsidies as from January 1, 1958. Should they 
fail to reach such agreement, they will seek to extend the application of 
the "standstill" until they can expect to reach such an agreement. 

Article XVII: State trading enterprises 
Article XVII of the present agreement requires state trading enterprises 

to act in accordance with the same general principles of nondiscriminatory 
treatment that are prescribed ' for governmental measures applicable to 
private traders engaged in foreign trade. State trading enterprises are 
required, in effect, to be governed-in their purchases and sales affecting 
imports and exports-by the same commercial considerations that apply 
to private traders. The general rules applicable to state trading, how
ever, do not apply to ordinary purchases by a government for its own use, 
as for its armed forces or for strategic stockpiling. 

The proposed amendment to article XVII adds a paragraph that would 
recognize that state trading enterprises might be operated in such a man
ner as to create serious obstacles to trade, and that, therefore, negotiations 
designed to limit or reduce such obstacles are important to the expansion 
of international trade. Another added paragraph establishes a reporting 
procedure to provide information about state trading enterprises main
tained by contracting parties. The reporting provisions are designed to 
provide interested contracting parties with the information necessary for 
negotiations with, or for a complaint against, a contracting party that is 
believed to be operating a state trading enterprise in a manner inconsistent 
.with the provisions of the agreement. 

Article XVIII: Governmental assistance to economic development 
Article XVIII of the present agreement, as amended at Geneva in 1948, 

permits contracting parties to maintain, for purposes of economic devel-



JULY 1954-JUNE 1955 15 

opment or reconstruction, any nondiscriminatory, nontariff protective 
measures (such as quantitative restrictions) ·that were in existence on 
September 1, 1947. The provisions of article XVIII also permit con
tracting parties to impose new measures of special assistance to promote 
the development or reconstruction of their industry or agriculture. These 
measures may involve release from a negotiated commitment, from obli
gations under a general provision of the agreement, or both. Individual 
contracting parties must obtain prior approval from the Contracting 
Parties for these new measures. Approval of these new measures by the 
Contracting Parties is mandatory, however, if the quantitative restric
tions meet certain specified standards, even though they otherwise con
flict with the commercial-policy provisions of the agreement. 

In the proposed amendment, article XVIII is completely revised. The 
revised article brings together in one place those provisions of the General 
Agreement that are most directly related to the problems of the under
developed countries . The provisions for imposing protective import re
strictions designed to promote economic development are changed in two 
impbrtant respects. The revised article continues to provide for protec
tive measures to promote the establishment, development, and reconstruc
tion of industries, but it narrows the area of development substantially, 
and places the principal emphasis on the establishment of new industries. 
Underdeveloped countries may, with the possibility of compensatory with
drawals of concessions in the event the OTC disapproves, impose protec
tive restrictions on products on which they have not granted tariff con
cessions. Under the revised article, they may do this without the prior 
approval of other contracting parties, whereas under the present article 
they must have such approval before they take action. With respect to 
products on which tariff concessions have been granted, the revised article 
provides special procedures to safeguard the interests of affected countries. 

The revised article XVIII also authorizes underdeveloped countries to 
employ import restrictions for balance-of-payments reasons, provided such 
restrictions do not exceed those necessary to protect their monetary re
serves. The present article XII provides similar· authority, but the pro
visions in the amended article XVIII for the use of such restrictions are 
more strict in that they require all underdeveloped countries to submit 
their import restrictions to review and consultation. 

The proposed amendment also provides for a revised tariff-renegotiation 
procedure for underdeveloped countries. Under this procedure, they may 
make tariff adjustments upon agreement with the substantially interested 
countries. If such agreement cannot be reached, an underdeveloped 
country may nevertheless make the adjustment it desires if the OTC 
considers that the country has offered adequate compensation to the sub
stantially interested countries, or that it has made a reasonable effort to 
provide adequate compensation. 
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Article XX: Gene.ral exceptions 
Article XX of the present agreement pro~ides for a number of general 

exceptions to the rules of the General Agreement besides those that are 
perll}itted in various special circumstances by other articles of the agree
ment. 'The general exceptions that are permitted under article XX are 
those that are customarily incorporated in international agreements, or 
that are designed to meet conditio11s pec;uliar to the transi~ion~l peri·od. 
Examples are the adoption or enforcement of measures necessary to 
protect public morals, to protect human, animal, or plant life or health, 
·to implement intergovernmental commodity agreements, and to deal 
with temporary situations arising out of World War II-such as the 
distribution of materials in short supply, the maintenance of price controls, 
and the liquidation of temporary surpluses. 

Under the amended article XX, the exception relating to cqmmodity 
agreements covers measures taken in pursuance of obligations under 
commodity agreements that conform to criteria that are not disapproved 
by the Ornanization for Trade Go0peration, · or c0mmodity agreements 
that are themselves not disapproved-. An interpretative note makes It 
dear that the exception .will apply to any commodity agreement that 
conforms to the. principles approved by the Economic and Social Co~ncil 
of ihe United Nations in its resolution of March 28, 1947, which is the 
criterion of the present exception. 

In the amended article, the exception relating to the distribution of 
articles in short supply is retained. The exceptions relating to the 
m~intenance of price controls and the liquidation of temporary surpluses 
are eliminated, since they refer to temporary situations that no longer 
exist . 

. Article XXV: The Organization for Trade Cooperation 

Article XXV of the present agreement, which is entitled "Joint Action 
· by the Contracting Parties," provides for meetings of the contracting 
parties to give effect to those provisions of the agreement that involve 
JOmt action. It also provides that the Contracting Parties may grant to 
a contracting party a waiver of its obligations in exceptional circumstances. 

The present article is replaced by an entirely new article XXV. The 
new article provides that the proposed Organization for Trade Cooperation 
will administer the General Agreement; that contracting parties to the 
General Agreement will become members of the OTC as soon as possible; 
and that those contracting parties which have accepted the Agreement 
on the Organization for Trade Cooperation may decide at any time after 
its entry into force that any contracting party that has not accepted it 
shall cease to be a contracting party. 

The substance of those provisions of the present article XXV that 
relate to meetings of the contracting parties and to the granting of waivers 
has been transferred to the Agreement on the Organization for Trade 
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·Cooperation. The provisions relating to compensatory action against a 
·contracting party that unreasonably fails to enter into tariff negotiations 
with another contracting party have been eliminated, since article XXXV 
·of the General Agreement provides much broader rights . 

. Article XXVIII: Modification of schedules 

Article XXVIII of the General Agreement originally provided that 
-contracting parties might modify their schedules 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 was first required to negotiate with the contracting party 
with which it had originally negotiated the concession. It was also 
required to consult with other contracting parties that had a substantial 
interest in the concession. In such negotiations, provision might be 
made for compensatory adjustments with respect to other products . 

. Another provision of article XX.VIII 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 that have a substantial interest 
in it may thereupon themselves withdraw concessions that are substan
'tially equivalent to those that have been withdrawn from them. 

To prevent the "unraveling" of the tariff concessions in the General 
Agreement through a process of withdrawal or retaliation, the Contracting 
Parties have twice extended the date after which contracting parties 
might modify their schedules without joint action. The most recent 
•extension, before the Ninth Session of the Contracting Parties, prolonged 
the assured life of the tariff concessions through June 30, 1955. At their 
Ninth Session the Contracting Parties agreed to extend the assured life 

-of the concessions through December 31, 1957. 
The amended article XXVIII provides (1) for further automatic ex

tensions of the assured life of the concessions for periods of 3 years, unless 
the contracting parties agree on other periods by two-thirds of the vote 
·cast; (2) for procedures for making adjustments in tariff concessions, 
under special circumstances, during the "bound" periods; and (3) for 
.altering the procedures that may be followed at the end of a bound period 
by countries that desire to withdraw or modify a concession. 

Under the revised procedures a country that desires to modify or 
withdraw a concession is required to seek a settlement with countries 
that would have a principal supplying interest in the absence of dis
•criminatory quantitative restrictions. 

The procedures for withdrawing or modifying a concession during the 
~bound period differ from those that are applicable at the end of a bound 
-period. During a bound period a country may not proceed in the absence 
<0f agreement with the other countries primarily concerned, except when 
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it has referred the matter to the OTC and has been found .by the OTC' 
to have offered adequate compensation or to have reasonable grounds 
for having failed to offer adequate compensation. If a country does 
proceed in the absence of agreement with the countries primarily con-
cerned, those countries may withdraw concessions which, in t\leir judg-
ment, are substantially equivalent. At the end of each bound. period, 
a country may withdraw or modify a concession, ~ubject-in any instance
in which agreement is not reached-to retaliation by the countries that . 
are adversely affected. · 

Article XXIX: Tariff negotiations-
Article X.XJX of the present agreement sets forth the relationship

between the General Agreement and the now defunct Havana Charter· 
for: an International Trade Organization. In the proposed revision, this 
article is deleted, and is replaced by an entirely new article entitled . 
"Tariff Negotiations." 

The new article XX.IX recognizes that customs duties often constitute · 
serious obstacles to trade, and that negotiations designed to substantially 
reduce the general level of tariffs and o her charges on imports and ex-~ 
ports are of great importance to the expansion of international tFade . 
. Th~ new article sets forth- the authority of the OTC to sponsor such 
negotiations, and recognizes that the success of such negotiations . will 
depend on participation by all major trading nations. The article pro
vides that negotiations under its provisions may be carried out on a 
selective product-by-product basis, or by the application of such multi-:
lateral procedures as may be accepted by the contracting parties con- 
cerned. It further provides that tariff negotiations shall be conducted 
on a basis that affords adequate opportunity to take into account (1) the · 
needs of individual countries and individual industries, (2) the special . 
needs of less developed countries, and (3) all other relevant circumstances, . 
including the fiscal, developmental, strategic; and other needs of the · 
contracting parties concerned. The new article also states that, in 
principle, the binding against incr.ease of low duties or of duty-free treat-· 
ment shall be recognized as a concession equivalent in value to the reduc- -
tion of high duties. 

Substantive amendments to other articles 
Besides th<> major amendments to the 10 articles that have already · 

been discussed, the Contracting Parties at their Ninth Session proposed . 
minor amendments to 6 other articles. 

Article I of the proposed revision of the General Agreement, which is 
entitled "Objectives," contains-with certain drafting changes-the pre-
amble of the present agreement, and adds, as an additional objective or 
the contracting parties, the promotion of "the progressive development of · 
the economies of all the contracting parties." 
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The new article II, which is entitled "General Most-Favored-Nation 
'Treatment,'' replaces article I of the present agreement. The new article 
contains minor amendments designed to take into account changes that 
have beep made elsewhere in the general provisions of the agreement, and 
-to make clear that the obligation ~o provide equality of treatment' applies 
.also to the imposition of internal taxes ·on' eiported commodities. 

Article III of the proposed revision, which ,is entitled "Schedules of 
•Concessions," is the same as article II of the present agreement, with 
minor amendments. One amendment makes explicit the general rule 
-rhat an importer will not be subject to newly imposed taxes or charges 
·whea he obtains foreign exchange to pay for an imported product on 
which a tariff concession has been made in the General Agreement. The 
other amendment brings the phraseology of paragraph 6 (a) of the article 
into harmony with the practices of the International Monetary Furid 
:regarding the recognized par values of currencies. 

Article IX ·of the present agreement, entitled "Marks of Origin," is 
.designed to prevent requirements for the marking of products from being 
used to restrict imports. It also requires equality of treatment, with 
:respect to marking requirements, ' for the products bf all contracting 
parties. The amended article IX contains a new paragraph which recog
nizes that the difficulties and inconveniences caused by requirements for 
marks of origin should be reduced to the ·minimum 'necessary to protect 
-consumers against fraudulent or misleading indications. 

Article XXII of the present agreement, which is entitled "Consulta
tion," provides that each contracting party sh'all afford sympathetic 
-consideration to, and adequate opportunity for, consultation regarding 
such representations as may be made by another contracting party with 
respect to a number of specified matters. Iri'. the amended article 
XX.II, references to specific matters are deleted. A new provision author
izes the OTC, at the request of a contracting party, to consult with any 
-contracting party or parties regarding matters that have not been satis-
factorily adjusted by bilateral discussions under the article. · 

Article XXVI of t~e present agreement, which 'is entitled "Acceptance, 
Entry Into Force and Registration," specifies the procedures to be fol
lowed for definitive acceptance of the agreement, as well as certain pro
-cedures relating to the application of the agreement to dependent · areas 
of contracting parties.· The present article provides for definitive entry 
into force of the agreement when it is accepted by contracting parties. 
that account for 85 percent of the external trade of the contracting parties. 
The amended article XXVI provides for the inclusion in this computation 
of the countries that have accepted the agreement since 1947, and also 
for the inclusion of Japan if that country accedes before the General 
Agreement enters into force definitively under these procedures . . The 
present article provides that notices of acceptance of the General Agree-
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ment shall be deposited with the United -Nations; the amended article· 
provides that notices of acceptance shall be deposited with the proposed
Organization for Trade Cooperation. 

THE AGREEMENT ON THE ORGANIZATION FOR TRADE. 
COOPERATION 

Origin and History 

The Ge.neral Agreement on Tariffi;.'a:nd :!"Etadei does not provide' for arfy: · 
continuing organization for its administration. From time to time the: 
Contracting Parties have met to consider matters arising out of the appli-
cation of the (l.greement, but without a permanent organization. 

Origina-lly, the general provisions of the General Agreement were to
have been superseded by the Charter for an International Trade Organiza-:
tion that had been proposed.11 In 1950, when it became apparent that.. 
the proposed International Trade Organization would not be established 
in the foreseeable future, the Contracting Parties examined the possibility 
of improving and strengthening the administrative featu~es of the GeneraL 
Agr.eement-. They i::onduded, '.how;ever,. t~t it. 'Ould be.- p11.ematune to, 
change the existing administrative arrangements radically, or to amend. 
the agreement .in piecemeal fashion. They decided, therefore, to devise: 
methods for dealing with urgent problems that arise when the Contracting; 
Parties are not in session, as well as for conducting tariff negotiations in_ 
the interim between full-scale conferences. 

As a result of discussions at the Sixth Session of the Contracting; 
Parities _in -1951, the ad . hoc; Committee. ifor.; Agenda and Inter.se.ssional. 
Business was established to operate on an experimental basis between. 
the S~xth and Seventh Sessions. The lntersessional Committee provided ~ · 
for the first time, a formal arrangement for considering problems that 
require immediate action between the regular sessions of the Contracting; 
Parties. Between 1951 and the end of the period covered by this report. 
Qune 30, 1955), the lntersessional Committee held 8 meetings. 

At the beginning of the Sixth Session in _1951, the United States sug~ 
gested that the Contracting . Part_ies make some arrangement for con-
ducting tariff negotiations under the Gener'al Agreement withou.t. con-: 
vening full-scale conferences of the Geneva-Annecy-Torquay type.. To. 
explore this proposal, and to devise a fairly simple technique for inter
conference negotiations, the Contracting Parties established a w:orking_ · 
party. The report of the working party, which was adopted during the 
Sixth Session, established rules for (1) negotiations with nonmember 
countries that wish to accede to the General Agreement and (2) negotia--

n For discussions of the proposed Charter for an International Trade Organization, see 
Operation of the Trade AgrumrntJ Program (first report), pt. II, pp. 17-19;· and. @,pe-rotion of 
the Trade .-1grumrnt1 Program (third report), pp. 31-32. 
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tions between two or ·more contracting parties that wish to negotiate -..vi th 
each other and to incorporate the results of their negotiations into the 
agreement.12 

At the Eighth Session in 1953, the Chairman of the Contracting Par.ties 
submitted to the Contracting Parties a note suggesting a review of the 
General Agreement, and proposing that the Contracting Parties hold a 
session for that purpose in 1954. After discussion, the Contractjng 
Parties decided to convene a session, beginning in October 1954, to review 
the General Agreement . and to determine · to .wltat . extent it: would. b~ 
desirable to amend or supplement its existing provisions, and what modi
fications should be made in the arrangements for its administration. 
Individual contracting parties were invited to submit written proposals. 
to the Executive Secretary not later than July 1, 1954. 

In its report to the President of the United States on January 23, 1954, 
the Commission on Foreign Economic Policy-the "Randall Commis
sion"-stated that-

The General Agreement on Tariffs and Trade has never been reviewed and approved by· 
t):i.e Congress. Indeed, questions concerning the constitutionality of some aspects of the. 
United; St(l1;es ·Ra.r#cip,atio.n ~ip .~\le .Generl)'J..'Agr¢.11!!!!1t -h~N-e been<raised">in' the °Con~ress.• 
This has created uncertainty about the future role of the United States in the General Agree
ment. 

The Commission on Foreign Economic Policy therefore recommended 
that- · 

The organizational provisions of the General Agreement on Tariffs and Trade should be 
renegotiated with a view to confining the functions of the contracting parties to spons~ring 
mu_lt!.l,atera\ trade negotiations, recommending broad trade policies for individual conside;a
tion by the legislative or oinb:..appropriate authorities in the various countries, and providing 
a forum for consultation regarding trade disputes. The organizational provisions renegoti~ 
ated . in accordance with this recommendation should be submitted to the Congress for 
approval either as a treaty or by joint resolution.13 

In his message to the Congress on March 30, 1954, the President called 
for the renegotiation of the organizational provisions of the General 
Agreement, in accordance with the recommendations of the Randall 
Commission. The President stated that when the organizational pro
visions had been renegotiated he would submit them to the Congress for
its approval. 

The general review of the General Agreement began on November 8 .. 
1954, during the Ninth Session of the Contracting Parties, which extended 
from October 28, 1954, to March 7, 1955. Besides agreeing on a number
of amendments to the general provisions of the General Agreement, and 
extending the assured life of the tariff concessions until December 31, 1957, 

12 For a discussion of the rules adopted for interconference negotiations, see Operation of the· 
Trade Agreements Program (fifth report), pp. 39-40. 

13 Commission on Foreign Economic Policy, Report to the President and the Congress~ 
January 1954, p. 49. 
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the delegates to ·the Ninth Session of the Contracting Parties negotiated 
an Agreement on the Organization for Trade Cooperation. The principal 
function of the proposed Organization would be to administer the General . 
Agreement on Tariffs and Trade. 

Purpose., Funcdons, and Status 

The stated purpose of the proposed Organization for Trade Cooperation 
(art. 1) is the further achievement of the purposes and objectives of the' 
General Agreement on Tariffs and Trade. The Organization is intended 
primarily to provide permanent arrangements for the administration of· 
the General Agreement. Under the proposed Organization, the functions 
that have been performed by- the Contracting Patties in their informal 
periodic . sessions woultl · be '. transferred to the OTC. Under the new' 
arra~gement, the periodic multilateral tariff negotiations that have been 
sponsored by the Contracting Parties would be sponsored by the OTC 
(art. 3 (b) (ii)). The Organization would also serve-as have the periodic 
sessions of the Contracting Parties-as an intergovernmental forum for 
consultations on questions relating to international trade (art. 3 (b) Ci)). 
The Organization would (art, 3 (b) (iii)) study' questions relating to inter
national trade and commercial policy and, where appropriate, make recom
me.ndatio'us thereon. !f woul~ also (art. ~ (b) (iv)) collect, analyze, ·anq 
publish information and' statistical data relating to international trade and 
commercial policy, having due regard for the activities of other inter
national bodies in this field. The Organization would have no authority 
to amend the provisions of the General Agreement, 14 and no decision or 
other action ,of the Assembly or any subsidiary body of the Organization 
would have the effect of imposing on a member any new.obligation that 
the member had not specifically agreed to assume (art. 3 (d)). 

The proposed Organization would have a legal personality (art. 10 (a)), 
and ·would enjoy in each of the member countries sucih legal capacity, 
privileges, and immunities as might be necessary to exercise its · functions 
(art. 10 (b)). Likewise, the representatives of the members and the 
officials of , the Organization would similarly enjo.y such privileges and 
immunities as might be necessary for the independent exercise of their 
functions (art. 10 (c)). The privileges and 'immunities to be accorded to. 
the Organization, its officials, and ,fhe representatives of member countries 
would be similar to those accorded by the particular member to specialized 
agencies of the United Nations (art. 10· (d)) . 

Under the provisions of the Agreement on the Qrganization for Trade 
Cooperation (art. 11 (a)), the Organization would be authorized to make 
arrangements with those intergovernmental bodies and agencies that have 
related responsibilities, in order to provide for effective cooperation and 

· 11 Procedures for amendment of t he General Agreement by the Contracting Patties are set 
forth in article XXX of the General Agreement. . 
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to avoid unnecessary duplication of activities. The Organization would 
also be empowered (art. 11 (c)) to make suitable arrangements for consul
tation and cooperation with nongovernmental organizations concerned 
with matters within the scope of the Organization. The agreement also 
provides (art. 11 (b)) that the Organization may, if the Assembly approves, 
become a specialized agency of the United Nations. 

Membership and Contributions 

The Agreement on the Organization for Trade Cooperation provides 
that the members of the Organization shall be the contracting parties to 
the General Agreement (art. 2). The Organization would be authorized, 
by a two-thirds majority of the vote cast, to invite countries that are not 
contracting parties to participate in such of its activities, and on such 
terms, as it might decide. Countries so invited would not have the right 
to vote or to be counted in determining the fulfillment of relevant voting 
requirements when the Organization was exercising any function related 
directly to the General Agreement. 

Expenses of the proposed Organization would be apportioned by the 
Assembly among the members, in accordance with a scale of contributions 
to be determined by the Assembly (a~t. 9 (b)). The Director-General 
would be charged with presenting to the Assembly-through the Execu
tive Committee-the annual budget estimates and financial statement of 
the Organization (art. 9 (a)). Members in arrears in the payment of 
their contributions for 2 financial years would have no vote, and would not 
be counted in determining the fulfillment of relevant voting requirements 
in the subsidiary bodies of the Organization. If, however, the Assembly 
should be satisfied that a member's failure to pay its contribution resulted 
from circumstances beyond its control, the Assembly could permit such a 
member to vote, and then such a member would be counted in determining 
the fulfillment of relevant voting requirements (art. 9 (c)). 

Organization 

For purposes of administration, the Agreement on the Organization for 
Trade Cooperation (art. 4) provides that the Organization shall consist of 
an Assembly, an Executive Committee, and a Secretariat. The As
sembly, which would replace the present periodic sessions of the Con
tracting Parties, and carry out the functions of the Organization, would 
consist of all the members of the Organization. Each member of the 
Assembly would be entitled to one vote, and-except as otherwise pro
vided-decisions of the Assembly would be by majority vote. The As
sembly, which would be empowered to determine the seat of the Organiza
tion and to establish its own rules of procedure, would meet in a regular 
annual session and in such special sessions as it might· decide to convene 
(art. 5). 

378540-56-3 



24 TRADE AGREEMENTS PROGRAM, EIGHTH REPORT 

The Executive Committee would consist of 17 members of the Organiza
tion, elected periodically by the Assembly. The Agreement on the OTC 
establishes certain criteria for the selection of members of the Executive 
Committee. The Committee would include representatives of the 5 
members of chief economic importance, in the selection of which particular 
regard would be paid to their shares in international trade. It would be 
representative of t he broad geographical areas to which the members 
belong, and of different degrees of economic development, different types 
of economies, and different economic interests. Each member of the 
Executive Committee would be entitled to one vote. Any member of the 
Organization that was not a member of the Executive Committee would 
be entitled to participate in its discussions on any matter of concern to it, 
without the right to vote. Decisions or recommendations of the Execu
tive Committee would require a majority of two-thirds of the votes cast, 
·and such decisions and re.commendations would be subject to the right of 
appeal to the Assembly by any member of the Organization (art . 6). 

The Secretariat of the Organization for Trade Cooperation, the powers 
and duties of which would be specified by the Assembly, would consist of 
a Director-General and members of the staff. The Director-General 
would appoint staff members, and would establish their duties and condi
tions of service in accordance with regulations approved by the Assembly. 
Selection of staff members would be made, as far as possible, on a wide 
geographical basis, with due regard to the various types of economies 
represented by member countries. The Director-General, or his repre
sentative, would participate in all meetings of the Assembly and sub
sidiary bodies of the Organization, but would not have the right to vote. 
The agreement specifies that the responsibilities of the Director-General 
and the staff members would be exclusively international in character, 
and that they would neither seek nor receive instructions from any 
government or from any authority external to the Organization. Like
wise, the member countries would respect the international character of 
the members of the Secretariat, and would not seek to influence them in 
the discharge of their duties (art. 7). 

Relationship to the General A~reement 

The Agreement on the Organization for Trade Cooperation contains 
special provisions (arts . 12-15) relating to the administration of the 
General Agreement. The Organization would be directed (art. 12) to give 
effect to those provisions of the General Agreement that provide for 
action by the Organization, and to carry out such other activities related 
to the General Agreement as involve joint action. The Assembly would 
be authorized, subject to certain specified conditions, to waive an obli 
gation imposed on a contracting party by the General Agreement (art. 13). 
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Should a claim of nullification or impairment of a benefit accruing 
under the General Agreement be referred to the OTC, the agreement pro
vides (art. 14 (a)) that the Organization shall promptly investigate the 
matter and make appropriate recommendations to the contracting parties 
concerned, or make a ruling on the matter. Should the Organization con
sider that the circumstances are serious enough to justify such action, 
it would be permitted to authorize a contracting party or parties to 
suspend the application to any other contracting party or p~rties of such 
concessions or other obligations under the General Agreement as it 
determines to be appropriate (art. 14 (b)). Uppn the suspension of any 
such obligation or concession, the contracting party against whom the 
action was taken would be free, not later than 60 days after such action, 
to give written notice of its intention to withdraw from the General 
Agreement. Such withdrawal would become effective 60 days after the 
Director-General of the Secretariat received such notice. 

Under the agreement (art. 15), members of the OTC could not, acting 
as contracting parties to the General Agreement, amend the General 
Agreement so as to provide therein for procedures-other than for con
sultation, negotiation, or recommendation-that would be applicable to 
the general situations envisaged in articles 13 and 14. 

Entry Into Force and Transitional Provisions 

Articles 16 through 21 of the Agreement on the Organization for Trade 
Cooperation provide, among other things, for amendment of the agree
ment, for its entry into force, for provisional application of the agreement, 
and for the relationship to it of amendments to the General Agre~ment. 

Amendments to the Agreement on the OTC would become effective, 
with respect to those members who accepted them, upon their acceptance 
by two-thirds of the members of the Organization, and thereafter, with 
respect to each other member, when it accepted them (art. 16). 

Articles 17 and 18 of the Agreement on the OTC provide for its entry 
into force, and for its notification and registration. The agreement 
was opened at Geneva on March 10, 1955, for acceptance, by signature 
or otherwise, by contracting parties to the General Agreement, and by 
any other government that has notified the Director-General of its 
intention to accede (art. 17 (b)) . The agreement would enter into force, 
with respect to those countries that accept it and are then contracting 
parties to the General Agreement, 30 days after it had been accepted by 
countries that account for 85 percent of the total external trade of the 
countries listed in the table annexed to the agreement. For each other 
country that is a contracting party to the General Agreement, the. agree
ment would enter into force 30 days after it was accepted by such country; 
for each other country that accepted the agreement, it would enter into 
force when that country accedes to the General Agreement (art. 17 (c)). 
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The agreement provides that it shall be deposited with the Director
General of the Organization (art. 17 (a)). The Director-General is 
directed (art. 18 (a)) to furnish promptly to each contracting party to 
the General Agreement a certified copy of the Agreement on the OTC, as 
well as a notification of its entry into force and of each acceptance of 
it (art. 18 (a)). The agreement also provides that it shall be registered 
in accordance with article 102 of the Charter of the United Nations 
(art. 18 (b)). 

Should the Agreement on the Organization for Trade Cooperation enter 
into force before the entry into force of the amendments to the General 
Agreement that were adopted at the Ninth Session of the Contracting 
Parties (those contained in the Protocols Amending the General Agree
ment, dated March 10, 1955), the agreement shall, until the entry into 
force of such amendments, be applied as if all references in the General 
Agreement to the "Contracting Parties" were references to the Organiza-
tion for Trade Cooperation (art. 19). ' 

If the agreement has not entered into force by November 15, 1955, 
those countries that are contracting parties to the General Agreement, 
and that are prepared to do .so, may nevertheless decide to apply it (art. 
20), provided the countries concerned account for the percentage of trade 
required under article 17 (c). 

The agreement also provides that, pending its entry into force, the title 
"Director-General of the Organization" in articles 14 (b), 17 (a), 17 (b), 
and 18 (a) shall read "Executive Secretary to the Contracting Parties to 
the General Agreement." 

Status of the Agreement 

The Agreement on the Organization for Trade Cooperation was ap
proved by the Contracting Parties in plenary session on March 7, 1955, 
and was opened for signature at Geneva on M.arch 10, 1955. It was signed 
by the United States-suliject to approval by the United States Con
gress-on March 21, 1955, and by Germany-ad referendum-on March 
31, 1955. 

The agreement will enter into force when it is accepted by countries 
that account for 85 percent of the foreign trade conducted by the con
tracting parties to the General Agreement. Under this arrangement, the 
agreement could not enter into force unless it is accepted by the United 
States, since the United States accounts for more than 20 percent of the 
total foreign trade of the contracting parties to the General Agreement. 

On April 14, 1955, the President of the United States sent a message to 
the Congress urging it to enact legislation authorizing United States 
membership in the proposed Organization for Trade Cooperation. On 
the same day, House bill 5550-which embodied the President's pro-
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posals-was introduced in the House of Representatives and was referred 
to the Committee on Ways and Means. 

In a letter of July 14, 1955, the chairman of the House Committee on 
Ways and Means informed the President that, because of the heavy work- . 
load of the committee, there might not be time before adjournment of the 
Congress to give to House bill 5550 the full hearings and consideration 
that it deserved. He asked the President whether he desired that the 
committee try to proceed on the proposed legislation in the limited time 
that remained; and he suggested that, if the President felt that full hear
ings and consideration were necessary, the proposed legislation be sched
uled for consideration early in the next session of the Congress. 

On July 15, 1955, in a letter to the chairman of the House Committee 
on Ways and Means, the President stated that he readily understood the 
Committee's problem of arranging adequate consideration of House bill 
5550, that he shared the chairman's view that the committee would be ill
advised to launch consideration of the bill when so little time remained in 
the session, and that a matter of this vital importance should have thor
ough hearings, discussion, and debate. 
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Chapter 3 

Developments Relating to the 
Provisions and Administration 
General Agreement 

General 
of the 

The subsequent discussion of the developments relating to the General 
Agreement on Tariffs and Trade during the period July 1954 through 
June 1955 is divided into the following sections: (1) General provisions 
of the agreement; (2) tariffs and tariff negotiations; (3) administration of 
the agreement; and (4) other developments. These headings cover not 
only the principal developments at the Ninth Session of the Contracting 
Parties, which was held at Geneva .from October 28, 1954, to March 7, 
1955, but also other important developments relating to the General 
Agreement during the period covered by this report .. 

GENERAL PROVISIONS OF THE AGREEMENT 1 

Most-Favored-Nation Treatment (Art. I) 

Article I of the General Agreement incorporates the most-favored
nation clause in its unconditional form. The principal purpose of the 
article is to assure that each contracting party will apply to imports 
from any other contracting party no higher customs duties or internal 
taxes than it applies to imports of like products from any other country. 
Article I also provides, however, for certain exceptions to this general 
principle. These exceptions relate to specified preferential trade arrange
ments, such as those involving the British Commonwealth, France and 
its overseas areas, and the United States and Cuba and the Philippines. 
The article provides that the margins of preference with respect to such 
~rade may not be increased above those that· were in effect on various 
specified dates.2 From time to time the Contracting Parties have granted 
to individual contracting parties waivers from their obligations under 
article I, to permit them to deal with trade problems that require special 
consideration. 

1 The numbers of the articles of the general provisions, as used in this chapter, are those of 
the unamended agreement. The amended agreement is not yet in force. 

2 For a list of the territories included in the various preferential trading systems, 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, Annexes A through F, 
and Annex G, which lists the dates establishing the maximun:i margins of preference referred 
to in par. 4 of art. I. · 

29 
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Waiver of certain United Kingdom obligations with respect to products 
entered free of duty from the Commonwealth 

At their Eighth Session the Contracting Parties granted the United 
Kingdom's request for a waiver, under the provisions of article I, of 
certain of its obligations that relate to the binding of ma.rgins of tariff 
preference. Under paragraph 4 (b) of article I, the margin of prefer- · 
ence that the United Kingdom accords Commonwealth countries on 
tariff items that are not bound in its schedule of concessions (schedule 
XIX) may not exceed the level that existed on April 10, 1947. Thus, if 
the United Kingdom increases the rate of duty applicable to a product 
imported from a nonpreference country, it must also increase-to the 
same extent-the duty applicable to a like product imported from a 
preference country. 

Under the preferential trade arrangements that have been in effect 
between the United Kingdom and Commonwealth countries since 1931, 
numerous commodities imported into the United Kingdom from Common
wealth countries have been accorded duty-free entry, although some of 
these commodities are subject to duty when imported from other countries. 
Because article I provides that existing margins of preference shall not be 
increased, the United Kingdom may not increase the rates of duty on 
these items-even though they are not specifically bound in the General 
Agreement. 1:\.t:Y; increases in the tariff on them that apply to non
Commonwealth countries would only increase the margin of preference, 
and consequently would constitute a violation of article I. 

Legislative action by the United Kingdom would be required to impose 
import duties on Commonwealth products that are imported free of duty, 
and the United Kingdom has been unwilling to depart from the principle 
of duty-free treatment to secure technical compliance with the rules of 
the General Agreement. Accordingly, it requested a waiver permitting 
it to increase rates of duty on imports of unbound items from non-Com
monwealth countries without imposing duties on those items when im
ported from Commonwealth countries. The United Kingdom indicated 
that the purpose of the waiver was to permit the United Kingdom to 
raise unbound rates of duty, as other contracting parties have the right to 
do, in the limited number of instances where the need for increased tariff 
protection has been demonstrated. The United Kingdom indicated its 
·readiness to provide suitable safeguards to prevent a'n increase in the 
margin of preference from resulting in a substantial diversion of trade to 
the Commonwealth. 

The waiver that the Contracting Parties granted to the United Kingdom 
permits it to impose or increase duties on unbound items from foreign 
countries, without imposing similar duties on go6'ds from Commonwealth 
sources. The waiver, however, is subject to certain conditions . ... The 
waiver will not apply if the proposed increase in the margin of preference 
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would tend to result in a substantial diversion of trade to Commonwealth 
countries, nor will it apply to goods normally imported from Common
wealth countries on which the United Kingdom has imposed import-
duties at any time since January 1, 1939. Thus, if Commonwealth goods 
are subject to import duties, an increase in the margin of preference is 
not permissible. 

Under the terms of the waiver, the United Kingdom must notify the 
contracting party or parties that are likely to have a substantial interest 
in the item in question of its desire to act under the waiver, and it must 
consult on the proposed action with any such member that requests it 
to do so. The terms of the waiver also establish an arbitration procedure 
for use by the Contracting Parties in the event that no agreement is 
reached. Should there be no likelihood of diversion of trade, the waiver 
will apply. If a substantial diversion of trade is likely, the waiver _will 
not apply, and, if the evidence is not clear as to whether there will be 
substantial diversion of trade, the waiver will apply conditionally. In 
the latter instance, the waiver will become effective, but if, upon the 
request of an interested contracting party, the Contracting Parties 
determine after a reasonable period of time (not less than 1 year) that the 
increase in the margin of preference has led to a substantial diversion of 
trade, the waiver shall cease to apply. 

The United Kingdom made its first annual report to the Contracting 
Parties on its actions under the waiver at the Ninth Session. The report 
indicated that the waiver had been employed to increase the unbound 
rates of duty on certain fresh and preserved fruit and vegetables, foliage, 
nursery stock, and certain flowers. In effecting these increases, the 
United Kingdom held consultations, upon request, with the interested 
contracting parties; in each instance the parties agreed that the waiver 
should apply. However, certain of the countries with which the United 
Kingdom consulted reserved the right to reopen negotiations if, at a later 
date, it appeared that the increase in the margin of preference had resulted 
in a substantial diversion of trade. The countries, and the items con
cerned, were as follows: 

Netherlands .. . ....... .. . Dried peas and nursery stock 
France and Italy ... .. .... Certain fresh and preserved fruits and vegetables 
United States ...... . ..... Plums 

The waiver from the provisions of article I that the Contracting Parties 
granted to the United Kingdom applied only to items on which no con
cessions under the General Agreement were in effect at the time the waiver· 
was granted. At the Ninth Session, the United Kingdom requested an 
amendment to the waiver, to permit it to increase the margin of preference 
on items on which concessions under the General Agreement were in 
effect at the time the waiver was approved but for which the concessions. 
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subsequently had been removed or modified.3 As the United Kingdom's · 
proposal was in the spirit of the original waiver, the Contracting Parties 
approved the amendment.4 

Waiver for Australia to grant special treatment to products of Papua and New 
Guinea 
At their Eighth Session, the Contracting Parties granted Australia a 

waiver of certain of its obligations under article I, to enable it to accord 
preferential treatment to primary products imported by Australia from 
the territories of Papua and New Guinea. Australia requested the 
waiver with a view to promoting the economic development of the two . 
territories. 

As a result of the waiver, Australia may grant or increase tariff prefer-_ 
ences on primary products that are imported into Australia from Papua 
and New Guinea so long as such products are not subject to Australian 
tariff concessions under the General Agreement. The terms of the 
waiver contain safeguards to insure that it will be used to promote the 
economic development of the two territories, and that it will not result 
in material injury to the trade of other contracting parties. Australia is 
required to notify the Contracting Parties before it takes any action. It 
must also consult with any contracting party that considers that such 
action would injure its trade with A_ustralia, or that such action would 
provide additional protection to Australia's domestic production. The 
waiver provides arbitration procedures for use if no agreement is reached 
through such consultations. It also requires Australia to report an
nually to the Contracting Parties on the measures it has taken; the re
ports are to-include information on the effects of those measures on the 
trade of Papua and New Guinea and on imports of products into Aus
tralia from all sources. If, with respect to the waiver, the underlying 
economic factors affecting the production and trade of the two territories 
should change so as to cause or threaten substantial injury to the trade 
of any contracting party, the Contracting Parties retain the right to 
review their decision in the light of all the relevant factors. 

During the Ninth Session, Australia reported that it had not yet 
acted under the terms of the waiver. Subsequently it notified the Con
tracting Parties that, as of May 27, 1955, it w9~14 ad~it plywood (tariff 

_3 The proposal stipulated that such concessions must have been modified or withdrawn 
consistently with the provisions of the General Agreement, and that the proposed change in 
the preferential customs treatment would be made only in conformity with the conditions 
and procedures established by the waiver granted at the Eighth Session. 

•Besides the waiver from its obligations under art. I respecting margins of preference, the 
Contracting Parties also granted the United Kingdom a special waiver with respect to arts. I , 
XVI, and XIX, to permit it to deal with economic problems related to dependent overseas 
territories for whose international relations it is responsible. This special waiver is discussed 
in the section of this chapter entitled "Other developments." 
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item ex-291M) imported from the territories free of duty up to an amount 
not exceeding 12 million square feet (%s-inch basis) a year. 
Italian preferential customs treatment of Libyan products 

At their Sixth Session in 1951, the Contracting Parties granted Italy 
a waiver permitting it to extend, for a period of 1 year, preferential cus-· 
toms treatment to a specified list of products of which Libya is Italy's 
principal foreign supplier. The waiver, which exempted Italy from its 
most-favored-nation obligations under article I of the General Agreement, 
was designed to facilitate the development of Libya's internal economy 
during that country's transition to an independent state. The Con
tracting Parties recognized that Libya would encounter difficulties in 
establishing its export trade, and that preferential treatment of its 
exports to Italy-which had been its principal export market in the 
past-would aid it in meeting transitional problems. 

At their Seventh Session in 1952, the Contracting Parties approved 
Italy's request that it be permitted to continue to accord preferential 
customs treatment to certain commodities imported into Italy from Libya. 
The waiver, therefore, was extended for a period of 3 years-to Decem
ber 31, 1955. The Contracting Parties approved certain modifications 
in the list of products on which preferential customs treatment had been 
permitted, and specified that subsequent extensions of the waiver at yearly 
intervals beyond December 31, 1955, would be granted only if the Con
tracting Parties consider such extensions necessary. The Contracting 
Parties requested Italy to submit annual reports, not later than Septem
ber 1 of each year, on the development of Italian-Libyan trade under the 
preferential system; they also requested Libya to submit annual reports 
on its economic progress.5 

At the Ninth Session of the Contracting Parties, Italy and Libya 
presented their second annual report on the waiver.6 The report noted 
that imports into Italy from Libya of products subject to the waiver had 
increased steadily, thereby contributing to the improvement of economic 
conditions in Libya. From 1952 to 1953, for example, such imports 
incr'eased about 25 percent in terms of quantity and about 20 percent in 
terms of value. The items subject to the terms of the waiver accounted 
for 31 percent of the total value of Italy's imports from Libya in 1953, 
whereas they had accounted for only 17 percent in 1952. The report 
indicated that, although Libya's program for the development of inter
national trade on a normal competitive basis is expected to be fulfilled 

6 The various economic programs that have been, or are being, put into operation in Libya 
were discussed in detail in Oper!ltion of the Trade Agreements Program (seventh report), 
pp. 31-32. 

G For a discussion of the first annual report on the waiver, see Operation of the Trade Agree
ments Program (seventh report), pp. 31-32. 
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at the earliest possibfe date, it was hoped the waiver could be continued 
during the early years of Libya's sfatus as an independent state. 

Pursuant to a request by the two countries, the Contracting Parties· 
amended the waiver to increase the annual duty-free quota for olive oil 
from 1,000 tons to 2,500 tons. The increase in the quota, applicable 
only to December 31, 1955, was granted to assist Libya in disposing of 
its 1954 output of olive oil, which exceeded the estimates that had been 
made at the time the waiver was first requested. 

Schedules of Concessions (Art. II) 

Article II of the General Agreement, which relates to the schedules of 
concessions annexed to the agreement, provides that imports into the 
territories of contracting parties shall be exempt from ordinary customs 
duties ·in excess of those set forth in their respective schedules of conces
sions. Such products shall also be exempt from all other import duties 
or charges in excess of those imposed on the date the agreement became 
effective with respect to the contracting party concerned. 
Special French taxes · 

At their Ninth Session, the Contracting Parties took action on three 
complaints relating to special taxes levied by France on its foreign trade. 
These taxes are the "statisticai and customs control tax," which is levied 
on both imports and exports; and the "stamp tax" and the "special im
port (or compensatory) tax," both of which are levied on imports only. 

The special import, or compensatory, tax became effective in April 
1954, when France liberalized its quantitative controls on imports from 
the countries that participate in the Organization for European Economic 
Cooperation.7 The purpose of the tax was to provide a temporary means 
of easing the impact on the French economy of the removal of the quan
titative restnct10ns. The tax, which applied to 162 tariff items on which 
the duties had been bound in the General Agreement, affected imports 
from all countries except French North Africa and other French overseas 
areas. Thus, it applied to imports from some contracting parties to 
which the liberalization measures did not apply. The original tax ranged 
from 5 to 10 percent ad valorem. Qn November 16, 1954, France reduced 
the tax on a number of commodities. In a series of liberalization measures 
adopt;ed in January 1955, however, taxes of either lO 'or 15 percent ad 
valorem were levied on some of the items subject to the new liberalization 
measures, and in May 1955 the taxes on 16 items were increased. At their 
Ninth Session, pursuant to a request of the Italian Government, the Con
tracting Parties examined this matter to determine whether the tax 
violated France's obligations under the General Agreement. 

7 By this liberalization measure, France increased from 18 percent to S 1 percent the 
share of its private import trade (based on the value of imports in 1948) from ·oEEC 
countries that had been freed from quantitative restrictions. 
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In a decision of January 17, 1955, 8 the Contracting Parties concluded 
tha.t-with respect to the items affected-the tax constituted an increase 
in customs charges in excess of the maximum permissible under article 
II. The Contracting Parties also held that, inasmuch as the tax did not 
apply to imports from French overseas territories, it increased the prefer
ential rates in excess of the maximum margins permissible under article I. 
They therefore decided that a contracting party adversely affected would 
be justified in invoking the provisions of article XXIII to achieve com
pensation for injury to its trade sustained as a result of the imposition 
of the tax. 

The Contracting Parties noted the French Government's declaration 
that it would undertake to remove the tax as soon as possible, and that 
it intended to adopt definitive measures to assure effective progress toward 
a more liberal system of trade. They instructed the lntersessional Com
mittee to follow closely the measures that France might take to remove the 
tax. They also recommended that France reduce the degree of discrim
ination against the trade of the contracting parties whose exports are 
subject to the tax but to which liberalization measures do not apply, and 
they requested France to report on its action not later than April 1, 1955. 

France subsequently reported that, effective June 23, it had abolished 
the tax on a list of products comprising about 40 tariff items, and had 
reduced the rates on several other items. The Contracting Parties 
scheduled a review of this matter for their 10th Session in 1955. 

The French stamp tax on imports, which is levied in addition to the 
regular customs charges, is designed to defray the costs of clearing imports 
through the customs. The stamp tax is authorized in the notes to 
France's schedule of concessions in the General Agreement (schedule XI), 
and is in accordance with the provisions of article II: 2 (c-) of the agree
ment, which provides that a contracting party shall not .be prevented 
from imposing fees or .other charges on imports commensurate with the 
cost of services rendered in connection therewith. 

In March 1954, France increased the stamp tax from 1.7 percent to 2 
percent ad valorem. At the request of the United States, which con
sidered the increase in the tax inconsistent with France's obligation under 
the General Agreement, the Contracting Parties placed the matter on the 
agenda for consideration at their Ninth Session. During the discussion 
at the Ninth Session the French delegate pointed out that, although France 
had increased the tax on several occasions, the gold or dollar v alue of the 
proceeds from it was no higher than in 1947. In addition, he note<;! that 
France had not increased, and did not intend to increase, the stamp tax 
beyond the limit established by the General Agreement-that is, beyond 
the amount necessary to meet the cost of the service rendered. After 
hearing the statement of the French delegate, the United States withdrew 

i See Contracting Parties to GA'IT, Basic lnstrnments • • , ,Third Supplement, pp. 26-28. 
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its complaint, and the Contracting Parties noted that the issue had been 
satisfactorily resolved. 

The French statistical, · or customs-control, tax is an ad valorem tax 
levied on all imports and exports of the French metropolitan and overseas 
areas. The stated purpose of the tax is to establish a fund for social 
security benefits for agricultural workers. When it was first imposed in 
1952, the tax amounted to 0.40 percent; in March 1954 it was increasea 
to 0.75 percent. The. United States complained that the tax had the 
effect of increasing French import charges on products the tariff rates on 
which had been bound and was, therefore, in violation of article II of the 
General Agreement. At the Eighth Session of the Contracting Parties 
in 1953, France acknowledged that the tax was inconsistent with the 
provisions of the agreement. In September 1954 it announced the 

·suspension of the tax for the period October 1 to December 31, 1954; 
during the Ninth Session, it informed the Contracting Parties that it had 

·abolished the tax as from January 1, 1955. 
Greece's adjustment of certain specific rates of duty 

At the Eighth Session in 1953, Greece asked the Contracting Parties 
for permission to increase certain specific rates of duty listed in its schedule 
of concessions, and to establish minimum ad · valorem rates for others, 
in order to offset the effects of currency depreciation on the incidence 
Qf its customs tariff.9 The Contracting Parties agreed to the request, 
provided the change did not impair the value of any concessions that 
Greece had negotiated under the General Agreement. They stipulated, 
however, that since the addition of an ad valorem minimum rate of duty 
to a specific duty was not authorized by article II of the General Agree
ment, the addition of such a minimum rate to any item in the Greek 
schedule of concessions would constitute cause for renegotiation of the 
concession involved. Accordingly, Greece requested and was granted 
the right to renegotiate certain items for which it wished to establish a 
minimum ad valorem rate of duty. 

At the Ninth Session, Italy complained that Greece had unilaterally 
introduced minimum ad valorem rates of duty for certain cotton, wool, 
linen, hemp, and jute fabrics, and for metallic yarns and textiles.10 In 
addition, according to the Italian complaint, Greece had imposed an ad 
valorem minimum rate of 15 percent on specified knives, forks, and spoons 
(tariff item 80), which duty had been further increased by a surtax of 75 
percent calculated on the total basic duty. At the same time, Greece 
had established a new subitem (80-c) which increased the scope of the 
original classification. 

9 See Operation of the Trade Agreements Program {seventh report), pp. 35-36. 
10 The representatives of Austria, France, and the United Kingdom indicated that they 

.also were concerned with various a_spects of the Italian complaint. 
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In another measure, according to the Italian complaint, Greece had 
modified unilaterally the customs duty on eyeglasses of celluloid" ivory, 
tortoise shell, or other similar substances (tariff item 136-f) by increasing 
it from 450 to 1,000 metallic drachmas 11 per 100 kilograms. Italy pointed 
out that, under the Greek tariff, eyeglasses with frames of m~tal or othe.r 
substances (item 136-d) were bound under the agreement at 300 drachmas 
per 100 kilograms. Italy agreed that, under the decision of the Contract
ing Parties at their Eighth Session, Greece had the privilege of readjusting 
the duty on eyeglasses, but stated that the increase exceeded the maximum 
permissible. Therefore, Italy maintained, Greece should reduce the duty 
on eyeglasses of celluloid, ivory, tortoise shell and other similar sub
stances to the level at which it was bound under the decision of the. Con
tracting Parties at their Eighth Session: 

As a result of these representations, Greece indicated that it would not 
impose minimum ad valorem duties on the textile items, but, instead, 
would readjust the specific rates of duty on them. With regard to cutlery, 
Greece stated that the establishment of minimum ad valorem rates had 
not changed the incidence of the duty applicable to these articles. More
over, the incidence of the specific duties on the new subitem, as well as 
on the items in the original classification, was higher than the newly 
established minimum ad valorem rate. With respect to eyeglasses, the 
Greek delegate stated that the purpose of the duty adjustment had been 
to establish identical rates of duty for the glasses and their frames, in 
order to stop the illegal traffic that had resulted from the difference in 
classification. 

As a result of their consultations at the Ninth Session, the Italian 
and Greek Delegations agreed on a rate of 800 drachmas for the eyeglasses 
and frames described above. Italy agreed that the Greek proposal to 
abolish minimum ad valorem rates on textiles, and to adjust the specific 
duties instead, was satisfactory. Italy also agreed to the changes in the 
rates of duty that Greece had made on the cutlery \terns in question. 
The Contracting Parties, therefore, removed the Italian complaints from 
the agenda. 

11 In the Greek tariff schedule, import duties, which are mainly specific rates, are ex
pressed in metallic drachmas (a term recently substituted for gold drachmas); the duties 
are paid, however, in paper drachmas, the circulating medium. For the purpose of con
verting rates of duty to the paper drachma, two types of coefficients are applied to the basic 
rates of duty. These are (1) the prewar coefficients, which vary for different groups of 
items, and (2) the so-called additional, or postwar, coefficient, which is based on the value 
of the Greek gold sovereign. By a note attached to the Greek schedule of concessions 
(schedule XX:V) in the General Agreement, the ·prewar conversion coefficients are bound 
against increase. The additional, or postwar, coefficient of conversion !s not bound, and 
may be increased proportionately to any permanent depreciation in the n lue of the Greek 
currency. A note appended to the Greek schedule in the General Agreement specifies, 
therefore, that Greece must decrease the additional coefficient proportionately to any 
permanent appreciation of the value of its currency. 
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Finland's request for permission to adjust certain specific rates of duty 

. Article II of the General Agreement provides that if the par value of a 
contracting party's currency is reduced-consistently with the Articles 
of Agreement of the International Monetary Fund-by more than 20 
percent, the specific duties in that country's schedule of concessions may 
be adjustt:d to take account of the reduction. The article specifies that 
the proposed adjustments must not impair the value of any concessions 
that the contracting party had negotiated under the agreement. 

At the Ninth Session, Finland asked the Contracting Parties for 
permission to make certain upward adjustments in the specific rates of 

-duty listed in its schedule of concessions (schedule XXIV). On July 5, 
-1949, Finland devalued the markka from 136 to 160 markkas per United 
States dollar; on September 19, 1949, it further devalued the markka to 
230 markkas per dollar. Finland wished to increase the specific rates of 
.duty in its schedule of concessions by not more than 70 percent in order 
to offset the effects of the devaluations on the incidence of its import 
duties. 

The working party that considered Finland's request determined that 
the Finnish devaluations had been consistent with the Articles of Agree
ment of the Fund. The working party noted that the devaluations had 
occurred during Finland's negotiations for accession to the General 
Agreement at Annecy in 1949, but before Finland actually acceded to 
the agreement. It concluded, however, that the circumstances were such 
that Finland should not be denied access to the provisions of article II. 
Accordingly, the Contracting Parties authorized Finland to make the 
proposed adjustments, provided no contracting party to the agreement 
claimed that the increases would impair the value of the concessions listed 
in Finland's schedule. Subsequently, Benelux and the United Kingdom 
indicated that certain of the proposed increases would impair concessions 
listed in Finland's schedule. Finland thereupon entered into negotiations 
with those countries, and it indicated that it will wait until the conclusion 
·of the negotiations before it makes effective the proposed adjustments in 
its specific rates of duty. 

National Treatment on Internal Taxation (Art. III) 

Article III of the General Agreement requires contracting parties to 
grant national treatment to imports from other contracting parties . Thus, 
a contracting party may not impose on imports from another contracting 
party internal taxes or other charges 'in excess of similar charges levied 
on like products of domestic origin. A contracting party is permitted, 
however, to retain discriminatory internal taxes that existed on the date 
on which it acceded to the General Agreement. 
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Brazilian internal taxes 

In its seventh report on the operation of the trade agreements pro
gram, the Commission discussed in detail Brazil's action with respect to 
internal "consumption" taxes (impastos do consumo) that it applies to 
certain domestic and imported commodities. Under the system of con
sumption taxes, which Brazil levies chiefly for revenue purposes, specified 
imported products-including watches, clocks, playing cards, beer, 
spirits , aperitifs, and certain tobacco products-are subject to taxes 
substantially higher than those levied on like domestic products.12 

In 1949, at the Third Session of the Contracting Parties, countries 
that had a substantial interest in the above-mentioned products contended 
that when Brazil revised its schedule of consumption taxes in 1948, it 
widened the existing margin of discrimination against similar articles im
ported from foreign countries. The Brazilian delegate informed the 
Contracting Parties that an effort would be made to amend the law in 
question, with a view to removing the basis for the complaint. The 
Brazilian Congress, however, failed to adopt the proposed legislation, 
and, in subsequent sessions, the Contracting Parties continued to urge 
Brazil to take steps to rectify the violation. At their Eighth· Session in 
1953, the Contracti.ng Parties recommended that Brazil take steps to 
remove the discrimination as soon as possible, and, in any case, not later 
than the opening of the Ninth Session. At the Ninth Session the Bra
zilian delegate stated that his Government hoped to enact legislation in 
1955 that would resolve the problem to the satisfaction of the Contracting 
Parties. The matter was therefore continued on the agenda. 

Greek luxury tax on imports 

During the Ninth Session in 1954, Italy complained that Greece had 
violated the provisions of article III of the General Agreement by levying 
a special luxury tax on imports of certain artificial textile fibers, without 
applying similar taxes to like products of domestic origin. The articles 
in question were imported products of artificial yarn, to which Greece 
had applied a luxury tax of 22 percent ad valorem, and products of mixed 
staple fiber and yarns, on which the tax was 10 to 15 percent ad valorem. 
As a result of consultations by the two Governments during the Ninth 
Session, Greece took action to abolish the luxury tax on products made 
from staple artificial fibers, and to reduce the luxury tax on products 
made from artificial yarn. Greece stated that it would continue to take 
measures to reduce the luxury tax on imported products of artificial.yarn 
to the same level as that applied to national products. In the light of 
these developments, the Contracting Parties considered the complaint 
settled. 

12 See Operation of the Trade Agreements Program (seventh report), pp. 37-39. 
878540-5a-. 
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Antidumping and Countervailing Duties (Art. VI): . Swedish 
Antidumping Regulations 

Article VI of the General Agreement authorizes a contracting party 
to impose antidumping duties whenever it determines that imports from 
another contracting party are being entered at less than "normal" value, 
and are, as a result, causing or threatening material injury to a domestic 
industry or are materially retarding the establishment of a domestic 
industry. In order to offset or prevent such inj.ury, article VI authorizes 
the adversely affected contracting party to levy an antidumping duty not 
in excess of the margin of dumping-that is, the difference between the 
"normal" value and the value at which the product is actually sold in 
the importing country. For the purpose of article VI, a " dumping price" 
is defined as a price at which an exported product is sold that is (1) less 
than the price at which the product is freely offered for sale in the export
ing country for domestic consumption, or-if there is no such domestic 
price-(2) either less than the price at which the product is freely offered 
for export to third countries, or less than the cost of production of the 
item in the country of origin, plus a reasonable addition for the selling 
cost and profit. 

Early in the Ninth Session, the Contracting Parties consi:dered a com
plaint by Italy that Sweden's antidumping regulations were inconsistent 
with article VI of the General Agreement. The complaint, which was 
the first that the Contracting P arties had received under article VI, con
cerned the treatment that Sweden had accorded imports of Italian nylon 
stockings under the provisions of a Swedish antidumping decree of May 
29, 1954. This decree authorized Swedish customs authorities to levy 
an antidumping duty whenever the invoice price of an import consign
ment was lower than the relevant minimum (or "basic") price fixed by 
the Swedish Government; this antidumping duty was refunded if "dump
ing" was not subsequently proved. 

On October 15, 1954, Sweden modified the decree to provide that 
the basic price would serve merely as an administrative device for de
termining whether an antidumping inquiry should be initiated. Under 
the revised procedure, Swedish customs authorities exempted an import 
consignment from an antidumping inquiry whenever the price for it 
was higher than the basic price. 

The Ital~an Delegation contended that the basic-price system dis
criminated against low-cost producers and deprived them of competitive 
advantages to which they were entitled under the general most-favored
nation clause of the agreement (art. I); that the basic-price system did 
not take into consideration price differences attributable to variation in 
the quality of the goods shipped; that the basic price tended to be the 
minimum price at which goods were shipped, regardless of whether there 
was dumping; and that the decree reversed the onus of p roof with respect 
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·'to dumping, by authorizing the customs authorities to prevent the 
importation of goods without establishing a prima facie case of dumping. 

The panel that the Contracting Parties established to examine this 
complaint concluded that the basic-price system did not necessarily dis
criminate against low-cost producers. If the value of the imported 
product is less than its "normal" value, such a product is subject to a 
dumping inquiry, under the provisions of article VI, whether the price 
is above or below the basic price fixed by the Swedish Government. 
Sweden contended that, as a matter of policy, the basic price established 
by its Government is as low as the actual price of the product concerned 
in the market of the lowest cost foreign producer, or lower, and thus is 
consistent with article VI. The panel held that even if the price of the 
imported product was below the Government's basic price, it would not 
necessarily follow that an antidumping duty would be levied. The panel 
noted that the language of article VI is permissive, not mandatory, and 
that its use is authorized only if imports of the dumped product are 
prejudicial to a domestic industry. Thus a contracting party, if chal
lenged, would be obliged to justify the use of antidumping duties. The 
panel agreed, however, that the basic-price system would have a serious 
discriminatory effect if it were consistently to result in uncertainty and 
undue delay in clearing imports from low-cost producers and if a case 
for dumping were not subsequently established.13 The further conten
tion that the basic price tends to become the minimum price at which 
goods are imported into Sweden was disavowed by the panel. However, 
it agreed that if the system were applied to cases in which dumping was 
not subsequently established, it might become more prejudicial to the 
interests of low-cost producers than would other antidumping techniques. 

With respect to the Italian representations that the decree reversed 
the onus of proof by authorizing Swedish customs authorities to act 
without establishing a prima facie case of dumping, the panel felt that 
it was not competent to pass on the legal rules of procedure that might 
exist in Sweden. On the other hand, it noted that article VI stipulates 
that no antidumping duties should be levied unless certain facts are 
established. It also noted that a contracting party should be prepared 
to establish such facts if its action is challenged by another contract
ing party. 

With respect to Italy's complaint that Sweden's treatment of imports 
of women's stockings of nylon and similar synthetic fibers had nullified 
or impaired benefits accruing to Italy under the agreement, the panel 
concluded that the issue was basically a dispute over Sweden's method 
of determining the basic price. Moreover, the panel felt that, to decide 
whether Italy had suffered an impairment of benefits, it would be neces-

13 For a complete report of the findings of the working party, see Contracting Parties to 
GAIT, Basic I nstruments .. ., Third Supplement, pp. 81-91. 
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·sary to determine whether Italian exporters had in fact resorted to dump~ 
.ing practices. In turn, these issues centered on whether the normal value 
.of the stockings exceeded their invoice value, whether the basic price for 
comparable products had been correctly established, and whether the 
criteria for establishing such values were consistent with the provisions 
of article VI of the General Agreement. Inasmuch as Italy and Sweden 
.disagreed as to the facts, the panel recommended that they take action 
.to determine the current normal price for Italian nylon stockings and to 
.determine whether there had been dumping as defined in article VL The 
panel also recommended that the two Governments conduct an inquiry 
to clarify the points of fact on which they held different views, and report 
to the Contracting Parties at their 10th Session, or to the Intersessional 
Committee, which it authorized to take appropriate action. The panel 
further recommended that Sweden consider the adoption of methods to 
improve the administration of its antidumping procedures so as to mini .. 
. mize delays and other impediments to exports of Italian nylon stockings 
to Sweden.a 

Elimination of Quantitative Restrictions on Imports (Art. XI) 

Article XI of the General Agreement prohibits contracting parties from 
imposing nontarifI restrictions-such as import restrictions, quotas, 
-licensing systems, or other quantitative control measures-on its imports 
from other contracting parties. Article XI recognizes, however, that 
µnder certain circumstances a member may find it necessary to adopt 
such measures, and the article therefore provides for specified exceptions 
to the general rule.15 One of the more important of these exceptions is 
the so-called agricultural exception, which permits contracting parties to 
impose quantitative restrictions on agricultural or :fisheries products to 
prevent imports from interfering with domestic governmental measures 
designed (1) to restrict the quantity of like domestic products produced 
or marketed, or (2) to relieve temporary surpluses of such products. 
The article requires contracting parties (a) to give public notice of their 
intent to employ the exception and (b) to consult with the contracting 
parties that have a significant interest in the product concerned .' For 
action taken under (1) above, the article also provides that the measure 
must be applied in a manner that will not reduce the ratio of total im
ports relative to that of domestic production below the proportion that 

H On August 10, 1955, Sweden informed the Contracting Parties that the special regula
tions with regard to the . imposition of antidumping duties on imported women's nylon 
·stockings had been abrogated. This action appears to have disposed of the complaint. 

16 See Contracting Parties to GATT, Basic Instruments •.. , vol.1, Te:d of the Agreement 
and Other Instruments and Procedures, Sales No.:GATT/1952-3, Geneva, 1952, p. 28. For 
the exceptions to the general rule for balance-of-payments reasons, see the discussion in this 
chapter on arts. XII-XIV. 
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might "reasonably" be expected to prevail in the absence of such restric
tions during a representative period. 

Request by the United States for a waiver on agricultural products 

Article XI has been particularly significant to the United States, whi"ch 
maintains governmental programs with respect to several agricultural 
products, and, on various occasions, has found it necessary to restrict 
imports of such products in order to carry out . domestic programs for 
them. United States use of the agricultural exception has been of consid
erable concern to those countries that export agricultural products to the 
United States and that have granted tariff concessions to the United 
States in return for concessions by the United States on agricultural 
products. 

United States programs for agricultural products have taken various 
forms, including those designed to control production, to assist in the 
orderly marketing of agricultural commodities for domestic consumption 
and export, to provide for the disposal of surplus commodities, and to 
establish quality and grading standards. The principal objective of such 
programs has been to stabilize prices at levels that would provide a fair 
return to producers, consistent with the interests of consumers. . 

To the extent that these programs have had the effect of maintaining 
domestic price levels for agricultural products above the level of prices 
prevailing elsewhere in the world, they have tended to stimulate a greater 
·quantity of imports than would have prevailed had there been no domestic 
program. Such artificially stimulated imports tend to increase the cost 
of relevant programs and to negate their effect. To provide for such 
·Contingencies, section 22 of the Agricultural Adjustment Act, as amended, 
authorizes the President to restrict imports whenever he finds that they 
are being, or are practically certain to be, entered in such quantities or 
under such conditions as to render ineffective, or materially interfere 
with, any program or operation undertaken by the Department of 
Agriculture for agricultural products. Section 22 authorizes the President 
to impose import fees not in excess of 50 percent ad valorem, or to estab
lish import quotas, provided such quotas do not reduce imports more 
than 50 percent of the total quantity entered during a representative 
base period. The President may modify, terminate, or suspend the im
port restriction imposed under the authority of section 22 whenever he 
finds that changed circumstances permit. Section 22, as amended, 
.specifically provides that no international agreement entered into by 
the United States may be applied in a manner inconsistent with the 
requirements of section 22 . 

To resolve the differences between its domestic legislation and the pro
-visions of the General Agreement, the United States, at the Ninth Ses
sion of the Contracting Parties, requested a waiver of its commitments 
under the agreement insofar as such commitments might be regarded as 
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inconsistent with the action it is required to take under the provisions of 
section 22 of the Agricultural Adjustment Act. Because of the nature of 
the request, which was for a waiver without limitation as to scope or time, 
and because of the importance which the Contracting Parties attached to 
the request, a working party established by the Contracting Parties t o
examine the question discussed the matter in. considerable detail. 

In support of its request, the United States pointed out that since 1933 
it has maintained various programs designed to maintain a balance: 
between the supply of agricultural products and the demand for them,. 
and to stabilize farm prices and incomes. Moreover, during the war 
and the years immediately thereafter, the United States maintained_ such 
programs to encourage farm production in order to relieve shortages of 
agricultural products in the United States and in other countries of the 
free world. In more recent years, these programs have been utilized t <F 

assist in stabilizing farm prices while efforts were made to reduce sur
pluses that had resulted from greatly expanded production during the
war and early postwar years. 

The United States noted that its domestic agricultural ·programs, 
to the extent that they tend to maintain domestic prices that are higher 
than those generally prevailing elsewhere in the world, also tend to stimu
late imports and to increase the burden of the programs to the American 
taxpayer. Nevertheless, the United States delegate stated that the: 
authority to restrict imports under section 22 had been used with restraint 
and that the fact· that an agricultural product is subject to a domestic:
program, or that the domestic price for the product under the program is. 
higher than the world price, does not mean that import controls will 
necessarily be imposed under section 22. Moreover, the domestic market 
price for many of the products subject to such programs has frequently 
been above the domestic support price, making import restrictions 
unnecessary. In this connection, he noted that in 1954-55 import restric
tions were in effect for only 9 of the 21 commodities or groups of com-
modities for which the Department of Agriculture. maintained price
support programs. The United States also pointed out that when import 
restrictions have been imposed under the provisions of section 22, it 
has ·been the Government's policy to consult with countries having 
a trade interest in the item for the purpose of negotiating compensatory
concessions. The United States has also reviewed its actions periodically~ 
to determine whether changed conditions would enable it to terminate 
or modify the restrictions. 

The United States delegate also stated that positive steps had been 
taken to resolve the problems that had led to the need for action under 
section 22 by reducing-for the year 1955- price-support levels, or by 
imposing market quotas at minimum levels permitted by law. He 
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assured the CoBtracting Parties that the United States intended to con
tinue to seek a solution to the problem of surplus agricultural commodities. 

The contracting parties that had an interest in the United States 
request for the waiver indicated that they recognized the vital importance 
of the matter to the United States and the difficulty that the United 
States faced in dealing with the differences between the objectives of its 
domestic farm legislation and its obligations under the General Agreement. 
They expressed concern, however, at the scope and the nature of the 
waiver that the United States had requested. Their principal concern 
was the fact that the requested waiver was unqualified with respect to 
the length of time it would remain in effect and the extent to which it 
might be used. 

The contracting parties acknowledged that when United States price
suppoi:t programs attract substantial quantities of additional imports, it. 
would be unreasonable to expect the United States Government to bear 
the additional cost that would be a corollary of such imports; similarly 
they recognized that it would be unreasonable for foreign suppliers to 
obtain more than a normal share of the United States market under such 
circumstances. The contracting parties noted, however, that unless the 
waiver was qualified, it would permit the United States to exclude imports 
to protect any program of its Department of Agriculture, regardless of 
the nature or purpose of the program. Similarly, they noted that, 
unless the waiver was limited, it might be used for a long period without 
any constructive effort being made to alleviate the underlying difficulties. 

With respect to these objections, the United States pointed out that 
the waiver, if qualified as to time, would not suffice to meet the need 
for which it was requested. The provisions of section 22 presumably 
would continue to exist after the waiver expired, if a time limit were 
set for it. As to proposals for limiting the scope of the waiver, the 
United States stated that many of the underlying causes of the problem 
were beyond the control of the Government. Furthermore, it noted that 
any change in existing measures. relating to the United States agricultural 
economy would require legislative action by the Congress, and that it was. 
beyond the competence of the United States delegate to promise action 
along these lines. 

A further objection to the waiver by some contracting parties was 
that it would tend to destroy the principle of tariff stability with respect 
to agricultural products listed in the United States schedule of concessions 
and of the schedules of concessions in general, particularly since the 
United States intended that action under the waiver would be of a tem
porary nature and subject to change at short notice. The working 
party therefore proposed that the waiver include a release to the United 
States from its obligations under the provisions of article II of the agree-
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ment. Such a waiver would cover instances in which a fee was imposed 
under section 22 in excess of the rate of duty set forth in the United States 
schedule of concessions. This exception would make it unnecessary for 
the United States to initiate procedures for modifying or withdrawing 
concessions during the period of assured validity of the concessions. 

After the discussions, the Contracting Parties approved the waiver 
by a vote of 23 to 5. As a result of this action, United States obligations 
under article II and article XI are waived "to the extent necessary to 
prevent a conflict with such provisions of the General Agreement in the 
case of action required to be taken by the Government of the United 
States under section 22." The waiver does not affect United States 
obligations under any other provisions of the agreement. 

The waiver sets forth six conditions and rules of procedure to be 
followed by the United States in imposing restrictions under section 22. 
Under these procedures the United States, upon request by any contract
ing party that considers its interests to have been seriously prejudiced 
by action under the, waiver, must promptly undertake a review to deter
mine whether changed circumstances require such restrictions to be 
modified or terminated. Should the review indicate such changed 
circumstances,. the United States must then institute an investigation, as 
provided by section 22 of the Agricultural Adjustment Act. 

In accordance with article XXII of the General Agreement, the waiver 
requires the United States to notify the Contracting Parties of an impend
ing investigation under section 22 and to provide contracting parties 
that have an interest in the particular product a full opportunity for 
representation and consultation. The United States must give due 
consideration to any representations submitted to it, including (1) repre
sentations that a greater volume of imports than is permitted by the 
restriction would not have effects required to be corrected by section 22; 
(2) representations as to the effect of imports on any program or operation 
undertaken by the United States Department of Agriculture; (3) represen
tations regarding the base period used for determining a quota; and (4) 
representations that quota allocations are inequitable. As soon as the 
President has made his decision after any investigation, the United States 
must inform the Contracting Parties, as well as those contracting parties 
that have made representations or held consultations, of the details of 
the proposed action. Upon such notification the waiver becomes effective,· 
without prejudice, however, to the right of a contracting party to have 
recourse to action under article XXIII on the grounds that benefits 
inuring to it under the General Agreement are being nullified or impaired. 
The waiver directs the United States to remove or relax each restriction 
imposed under the waiver as soon as changed circumstances permit, and 
to report annually to the Contracting Parties on its actions under the 
waiver. The report is to include information on any modification or 
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removal of restrictions, the reasons why restrictions under the waiver 
continue to be applied, and information on any steps that the United 
States has taken to resolve the problem of agricultural surpluses. 

Problems related to the elimination of import restrictions maintained during 
a period of balance-of-payments difficulties 

At their Ninth Session, the Contracting Parties adopted a decision 
urging countries that maintain quantitative controls on imports to elimi
nate them as soon as possible, so as to bring their import practices into 
conformity with article XI. They recognized, however, that, for some 
countries, persistent balance-of-payments difficulties had made such 
restrictions necessary over a number of years, and that the sudden 
elimination of import controls would make the adjustment for some 
industries difficult. The decision, therefore, provides for a temporary 
waiver of the obligations of contracting parties to eliminate quantitative 
import controls where their immediate removal would result in serious 
injury to a domestic industry or branch of agriculture. The decision 
specifies that use of this waiver by a c~ntracting party shall be subject 
to the concurrence of the Contracting Parties acting as a group. The 
Contracting Parties may impose such conditions and obligations as they 
determine, in each case, to be reasonable and necessary. 

These so-called hard-core restrictions may not be retained for more than 
5 years from the date that concurrence is granted by the Contracting 
Parties, and the measures may not be applied in a manner that is incon
sistent with the provisions of the General Agreement relating to the 
nondiscriminatory application of quantitative restrictions. The contract
ing party that employs such restrictions is required to assure to other 
countries a fair and reasonable share of its domestic market for the 
product concerned, based on the average trade in the item during the 
3-year period preceding the date the Contracting Parties concurred in the 
action. 

The decision specifies that the Contracting Parties shall each year 
review the restrictions that are authorized in accordance with this decision. 
Should they find that application of any such restriction is no longer 
necessary, the concurrence covering that restriction shall cease to be valid. 

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

In article XII of the General Agreement, the Contracting Parties 
recognized that problems of economic readjustment during the postwar 
period, including balance-of-payments difficulties, might make it difficult 
for some contracting parties to conform immediately to the general rule 
(art. XI) against the application or use of nontariff restrictions on im
ports. Accordingly, article XII authorizes a contracting party to employ 
quantitative controls "to safeguard its external financial position and 
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balance of payments . . . to the extent necessary to forestall . . . or 
to stop, a serious decline in its monetary reserves, or . . • to achieve a 
reasonable rate of increase in its reserves." The article provides that 
such restrictions shall be relaxed as the underlying economic causes of 
them improve, and eliminated when justification for them ceases. 

Article XIII of the agreement establishes the general rule that a con
tracting party shall not employ any quantitative restriction in a manner 
that would discriminate against the trade of an individual contracting 
party. Article XIV, however, recognizes that transitory postwar 
economic conditions might make nondiscrimination impracticable, and 
authorizes a contrllcting party to employ temporary discriminatory im
port restrictions to safeguard its balance of payments.16 Such discrimi
natory measures may be maintained only as long as a contracting party 
continues to avail itself of postwar transitional arrangements under 
article XIV of the Articles of Agreement of the International Monetary 
Fund, or under the analogous provisions of a special exchange agreement 
entered into under article XV of the General Agreement on Tariffs and 
Trade.17 Article XIV of the General Agreement requires a country that 
employs transitional exceptions to the general rule of nondiscrimination 
to consult annually with the Contracting Parties regarding such practices. 
These consultations are held pursuant to article XII: 4 (b), and under 
article XIV: 1 (g).18 

-Consultations during 1954 

During 1954, five countries initiated consultations with the Contracting 
Parties on their deviations from the rules of nondiscrimination. These 
countries were Australia, Ceylon, New Zealand, the Federation of 
Rhodesia and Nyasaland, and the United Kingdom. Pursuant to the 
provisions of article XV of the General Agreement, the International 
Monetary Fund joined in these consultations and supplied information 
and background material. Because of the pressure of work at the Ninth 
Session, the Contracting Parties were unable to complete the consultations 
initiated by Ceylon, the Federation of Rhodesia and Nyasaland, and the 

. 18 See Contracting Parties to GATT, Basic Instruments ... , vol. 1, p. 35. 
17 Under art. XV of the General Agreement the contracting parties are required to consult 

with the International Monetary Fund with respect to all problems concerning monetary 
reserves, balance of payments, or foreign-exchange arrangements. The article also permits 
the contracting parties to employ exchange controls or exchange restrictions in accordance 
with the Articles of Agreement of the Fund, or with that country's special exchange agree
ment (if any) with the Contracting Parties. 

18 Under art. XII: 4 (b), the Contracting Parties may invite a contracting party that 
applies import restrictions for balance-of-payments reasons to consult as to its actions; a 
.contracting party may request consultation to obtain prior approval for proposed measures. 
Art. XIV: 1 (g) requires that consultations be held not later than "March 1952 and in each 
year thereafter" on balance-of-payments restrictions that .deviate from the rule of nondis
<rimination. 
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United Kingdom. They recommended, therefore, that these consulta
tions be dispensed with, and that, inasmuch as the countries concerned 
would be required to initiate consultations again in 1955, the obligation 
of these countries to consult in 1954 be considered as having been fulfilled. 

With respect to the consultations with Australia and New Zealand, 
the representatives of the two countries supplied information as to the 
details of their discriminatory import restrictions and the justification 
for them. In certain instances, the working party suggested that the 
delegates of the individual countries request their governments to consider 
the possibility of liberalizing restrictions on particular products. The 
delegates indicated the willingness of their governments to give sympa
thetic consideration to these requests. 

Fifth. annual report on discriminatory application of import restrictions 

B.esides consulting with individual contracting parties at their Ninth 
Session, the Contracting Parties prepared their fifth annual report on 
the discriminatory application of import restrictions.19 This annual 
report, which is prepared pur~uant to the provisions of article XIV: 1 (g) 
of the agreement, included a statement on the general trend with respect 
to the use of discriminatory import restrictions during the period October 
1953-March 1955, and descriptive notes on the discriminatory practices 
currently in effect in each of the 22 contracting parties that employ such 
measures. The report was based on information supplied by the con
tracting parties; · it also drew on data obtained from other sources, in
cluding data supplied or published by the International Monetary Fund. 

The 22 contracting parties that were employing discriminatory import 
resti;i'ctfons to safeguard their balance-of-payments position were the 
following: Australia, Austria, Brazil, Burma, Ceylon, Chile, Denmark, 
Finland, France, Germany, Greece, India, Italy, the Netherlands, New 
Zealand, Norway, Pakistan, the Federation of Rhodesia and Nyasaland, 
Sweden, Turkey, the United Kingdom, and Uruguay. In addition, 
Japan indicated that it maintained discriminatory import restrictions 
within the meaning of article XIV.2° Czechoslovakia, Indonesia, and 
the Union of South Africa stated that they were not resorting to discrim
inatory restrictions under the provisions of article XIV. A total of 9 
countries (Belgium, Canada, Cuba, the Dominican Republic, Haiti, 
Luxembourg,· Nicaragua, Peru, and the United States) stated that they 
were not restricting imports for balance-of-payments reasons. 

ig For the complete report, see Contracting P arties to GATT, Basic Instruments .. ., 
Third ·Supplement, pp. 63-77. 

20 At the time of the Ninth Session, Japan had not completed negotiations for its accession 
to the General Agreement. Its commercial relations, however, were conducted under the 
general provisions of the agreement with respect to those contracting parties that had 
signed a declaration, adopted in October 1953, looking toward Japan's accession to the 
agreement. See Operation of the Trade Agreements Program (seventh report), pp. 75-78. 
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The report indicated that during the period October l953- March 1955 
the balance-of-payments situation of most of the contracting parties to· 
the agreement had improved. A number of the more important trading 
countries had introduced greater freedom in their international trans
actions, and many of them had taken action to reduce restrictions on 
imports from the dollar area. As a result, the general level of such re
strictions was lower than at any time since World War II. Neverthe
less, there remained, in many parts of the world, a significant .degree of 
discrimination against imports from the dollar area; these restrictions 
applied to numerous important industrial raw materials and other basic 
commodities, and to manufactured products. 

The Contracting Parties urged contracting parties that were applying 
import restrictions or other restrictive devices for balance-of-payments 
reasons to minimize the protective effects of them on domestic industries. 
They noted that bilateral trade agreements between some countries
particularly those between European and Asian and Latin American 
countries-incorporate discriminatory practices for commercial rather 
than financial reasons. With respect to exchange policy, they noted· 
that exchange systems in some countries involve discrimination as to 
commodities and trading areas.21 

Procedure for report and consultations in 1955 under. article XIV 

During the preparation of the annual report on import restrictions for 
1954, certain contracting parties expressed concern over the inadequacy 
of· existing reporting procedures and over the lack of information avail
able for preparing the working party's analysis. The Contracting 
Parties agreed, however, that, inasmuch as a new set of rules and pro
cedures might be established as a result of the general review of the 
agreement, little advantage would be gained by adopting revised pro
cedJ.\res that might apply for only a short time. They therefore agreed 
to continue. the existing system for preparing the annual report for 1955. 
However, they requested the contracting parties to provide. more detailed 
information in answering the questionnaires used in compiling the report,. 
and requested them to transmit their repiies to the Executive Secretary 
3 months before the opening of the 10th Session.22 They also requested 
countries that planned to initiate consultations at the 10th Session in 
1955 to notify the Executive Secretary before March 1955. 

SI For a detailed discussion of the discriminatory quantitative restrictions that are applied 
for balance-of-payments reasons by the couritries named above, as well as by countries that 
do not participate in the General Agreement but with which the United States has bilateral 
trade agreements, see ch. 6 of this report . 

22 For details of the questionnaire, see Contracting Parties to GATT, Basic Instru
ments . .. , First Supplement, Sales No.: GATT/1953-1, Geneva, 1953, pp. 46--48. 
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Special Exchange Agreements (Art. XV) 

To insure uniformity in exchange-control practices and to prevent 
contracting parties from employing exchange measures that might 
nullify or impair tariff concessions, or that might contravene the general 
rules relating to the use of quantitative restrictions, article XV provides 
that the contracting parties shall, in exchange-control matters, conform 
to the principles established in the Articles of Agreement of the Inter
national Monetary Fund. Article XV, therefore, specifies that, in all 
questions relating to monetary reserves, balance of payments, or foreign
exchange arrangements, the contracting parties shall consult fully with 
the Fund and shall accept the ~etermination of that organization as to 
whether an action by a contracting party in exchange matters is in 
.accordance with the Fund's Articles of Agreement. Paragraph 6 of 
article XV specifies that contracting parties that are not members of the 
Fund shall enter into a special exchange agreement with the Contracting 
Parties. The provisions of these special exchange agreements are similar 
to the Articles of Agreement of the Fund. 

At their Ninth Session the Contracting Parties granted two countries
Czechoslovakia and New Zealand-releases from their obligation to join 
the International Monetary Fund or to enter into a special exchange 
agreement with the Contracting Parties. In both instances the matter 
at issue was a technical one that did not involve major policy consider
:ations. 

In making its request, Czechoslovakia explained that because of 
special circumstances growing out of its state monopoly of international 
trade, the application of the provisions of paragraph 6 of article XV 
would raise a number of legal and practical problems. It assured the 
Contracting Parties that in exchange matters it will act consistently with 
the principles of the special exchange agreement provided for in the 
·General Agreement, and in accordance with the intent of the agreement. 
Accordingly, the Contracting Parties granted Czechoslovakia's request 
for the waiver. 

The waiver will apply for such time as Czechoslovakia acts consistently 
with the principles of the special exchange agreement and in accordance 
with the intent of the General Agreement. Should Czechoslovakia fail 
to conform to such principles and intent, the waiver shall cease to apply 
and the provisions of article XV: 6 shall become binding. The waiver 
requires Czechoslovakia to report to, and consult with, the Contracting 
Parties each year on any action it takes on which it would have been 
required to report to the Contracting Parties had it signed the special 
exchange agreement. It also requires Czechoslovakia to consult
subject to 30 days' notice-whenever any contracting party considers 
that Czechoslovakia has frustrated the intent of the provisions of the 
.agreement by any action taken under the waiver. 
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In requesting a temporary release from the requirement that it enter· 
into a special exchange agreement with the Contracting Parties or become 
a member of the International Monetary Fund, New Zealand stated that, 
in its opinion, the provisions of paragraph 4 of article XV were adequate 
to cover its obligations. This paragraph provides that no contracting· 
party shall act in exchange or trade matters in a way that would "frustrate 
the intent of the provisions of this Agreement," or the provisions of the· 
Articles of Agreement of the International Monetary Fund. 

The New Zealand delegate stated that when New Zealand became a 
contracting party to the General Agreement, it had not expected that the 
special exchange agreement would be virtually identical with the Fund's. 
Articles of Agreement. It had, therefore, declined to negotiate the special 
agn,ement, because to do so would be tantamount to accepting_ th~ 
obligations of a member of the Fund, without the advantages of member.:.. 
ship. In its request for the waiver, New Zealand stated that it had not 
employed exchange practices that are inconsistent with either the princi
ples of the General Agreement or the Articles of Agreement of the Fund, 
and that it did not intend to do so. · 

The waiver that the Contract ing Parties granted to New Zealand is 
substantially the same as that granted to Czechoslovakia . The waiver 
will remain in effect "for such limited period ~f time as New Zealand' 
satisfies the Contracting Parties ... that its action in exchange matters 
continues to be fully consis.tent with the Fund's principles and with the· 
intent of the provisions of the General Agreement." The waiver require~ 
New Zealand to report to the Contracting Parties on any action it may
take under the waiver if that action would have been required to be 
reported to the Contracting Parties had New Zealand signed the special 
exchange agreement, and to consult, on 30 days' notice, if any contracting 
party considers that such action has nullified the intent of the provisions. 
of the General Agreement. Should the Contracting Parties decide that 
such action is contrary to the intent of the agreement, the waiv~r shall: 
cease to apply, and the provisions of paragraph 6 of article XV shall. 
become binding. 

Subsidies (Art. XVI): United States Export Subsidy on Oranges 

Article XVI of the General Agreement provides that if any cop.tracting 
party grants or maintains any subsidy, including any form of income or 
price support, which operates 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 the 
Contracting Parties determine that a subsidy seriously prejudices the 
interests of any other contracting party, the contracting. party that 
grants the subsidy must, upon request, discuss-with the other con-
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tracting party or parties that are adversely affected or with the Con
tracting Parties-the possibility of limiting such subsidization. 

At the Eighth Session of the Contracting Parties in 1953, Italy com
plained that its export trade was being injured by United States subsidies 
on exports of oranges to certain countries. The Union of South Africa 
also stated that it was experiencing difficulty in marketing its oranges 
because o.f the United States subsidy, and the United Kingdom called 
attention to the interests of certain of its dependent territories in the 
matter.23 The United States assured the Contracting Parties that it 
took seriously its obligation under article XVI of the General Agreement, 
and indicated its willingness to consult with the countries concerned with 
a view to achieving a satisfactory solution to the problem. 

At the Ninth Session, Italy reported to the Contracting Parties that 
consultations between it and the United States had not yielded satis
factory results. Italy stated that, although the United States had 
suspended the export subsidy on oranges as from August 1, 1954, Italy 
was requesting the Contracting Parties to keep the matter under study 
because of the possibility that the subsidy might be reimposed. 

The Union of South Africa also indicated that its consultations with 
the United States had not been satisfactory, and expressed concern over 
the possibility that the subsidy might be reimposed. The South African 
delegate stated that after the United States withdrew its subsidy, sales 
of South African oranges in Europe doubled. He noted, however, that 
the United States was not alone in utilizing export subsidies, and stated 
that, as a result of this practice, the countries that subsidize their exports 
are obtaining more than a fair share of world markets. The delegates 
of Greece, Australia, and the United Kingdom associated themselves 
with the remarks of the delegates from Italy and the Union of South 
Africa. 

The United States delegate pointed out that the United States export 
subsidy on oranges was not designed to encourage domestic production, 
but to assist exporters in regaining their prewar markets. The principal 
difficulty, he noted, was that the United States is unable to compete in 
many markets because of restrictions on imports of dollar goods; more
over, even in areas where the export subsidy is paid, United States 
oranges are marketed at prices substantially higher than those for com
peting oranges, some of which have the benefit of special arrangements 
as to freight rates, and other incentives. He stated that this clearly 
indicated the strong demand for United States oranges and that it was, 
therefore, difficult to see a legitimate basis for the complaint. What the 
United States desired, he continued, was free and competitive trade, 

23 For a detailed discussion of the original complaint, see Operation of the Trade Agreements 
Program (seventh report), pp. 48-50. 
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unimpeded by the import restrictions that made the subsidies necessary. 
He stated that the United States Government hoped that, as world 
economic conditions improve, restrictions on dollar imports might be 
removed. This, he stated, would provide a proper basis for the removal 
of export subsidies. 

The parties interested in this matter agreed to continue their con
sultations with the United States, and the complaint was continued on 
the agenda for discussion at the 10th Session. 

Quantitative Restrictions for Economic Development and 
Reconstruction (Art. XVIII): Requests by Ceylon and Cuba 
for Extension of Releases 

Article XVIII of the General Agreement permits contracting parties 
to employ nontariff protective measures for purposes of economic develop
ment or reconstruction, provided the proposed measures meet the criteria 
established for them under the agreement.24 The article specifies, among 
other things, that the measures must be nondiscriminatory, and must (1) 
be for the purpose of promoting an industry processing an indigenous 
primary commodity, external sales of which had been reduced by in
creased foreign production, or (2) be necessary for the development of 
resources that would otherwise be wasted and which, in' the long run, · 
would be beneficial to the applicant country. The measures must not 
be more restrictive than other practicable 'measures that would be per 
mitted under the General Agreement. The permission to apply such 
measures, if granted, may involve a release from a negotiated commit
ment, or from other obligations under the General Agreement, or both. 
A contracting party desiring to initiate action under this article is obli
gated to notify the Contracting Parties of the action that is proposed, 
so that other contracting parties may have the opportunity to indicate 
whether their interests would be adversely affected by the action proposed. 
Approval of the proposed measure by the Contracting Parties is manda
tory if the measure meets the standards outlined above. 

At the Ninth Session, two countries- Ceylon and Cuba- requested an 
extension of releases that the Contracting Parties previously had granted 
to them under the provisions of article XVIII.25 Ceylon's request was 
for an extension of releases the Contracting Parties granted on August 
13, 1949, permitting it to restrict imports of plywood chests, glass tumblers 
and chimney~, and cotton sarongs. The Contracting Parties agreed to 
extend the release for plywood chests to March 14, 1958, that for glass 
tumblers, to September 1, 1956, and that for glass chimneys, to October 

24 See Contracting Parties to GAIT, Basic lnstru1Mnts ... , vol. 1, pp. 41-46. 
~ For a discussion of the terms of the original releases, see Operation of the Trade Agree· 

mentr Program (third report), pp. 35-36. 
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15, 1957. They extended the release for cotton sarongs to October 13, 
1957. 

Cuba's request was for an extension of the release, granted to it on 
August 10, 1949, to impose an import quota on fibers of henequen and 
sisal for a period of 5 years-until August 10, 1954. In requesting an 
extension, Cuba stated that the industries in question required protection 
for 5 additional years (until 1959), particularly because of the decline in 
the prices of henequen and sisal products in the world market and be
cause of sharp competition from other fibers. To meet this competition, 
the Cuban industry had undertaken measures designed to increase yields 
and to improve quality and production methods; nevertheless, protection 
was still required to provide adequate incentives for investment and to 
maintain emp!Oyment.. 

The Contracting Parties noted that the original release had been con
tingent on the elimination of any elemen t of discrimination that existed 
in Cuban import restrictions on these items. The Cuban delegate stated 
that this had been accomplished. There being no objection to the 
Cuban request, the Contracting Parties extended the release until August 
10, 1959. 

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

Article XIX of the General Agreement provides that if, as a result of 
unforeseen developments and obligations undertaken by a contracting 
party, any product is being imported into the territory of that contract
ing party in such increased quantities and under such conditions as to 
cause or threaten serious injury to domestic producers of like or directly 
competitiv.e products, that country shall be free to suspend the obligation 
in whole or in part, or to modify the concession to the extent and for 
such time as may be necessary to prevent or remedy such injury. Pur
:s~ant to this "escape clause" provision of the General Agreement, con
tracting parties may modify their schedules of concessions in order to 
prevent or remedy injury ' caused by increased imports resulting from 
contractual obligations under the agreement. In turn, countries having 
a substantial interest in 'the concession that has been modified or with
drawn may request substantially equivalent compensatory concessions, 
or may suspend or modify substantially equivalent concessions in their 
own schedule. · 

At the Seventh Session of the Contracting Parties in 1952, Greece and 
Turkey, both of which had a substantial interest in the United States 
concession on dried figs, indicated that benefits accruing to them under 
the General Agreement had been impaired by United States modification 
-0f its concession on this item under the provisions of article XIX. 

378540-56---5 
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Pursuant to negotiations it concluded with Greece at Annecy in 1949, 
the United States reduced the rate of duty on all dried figs to 3 cents 
per pound; as a result of negotiations it concluded with Turkey at Tor
quay in 1950-51, the United States further reduced the rate to 2~ cents 
per pound. In the escape-clause action that the United States took in 
1952 under article XIX, it increased the duty on dried figs from 2~ cents 
per pound to 4~ cents per pound.26 

At the Seventh Session, the United States Delegation discussed this 
matter with Greece and Turkey, with a view to agreeing on satisfactory 
compensation. Pursuant to these discussions, Turkey provisionally 
withdrew concessions on certain specified products, which included iron 
furniture, desks, cabinets, office machinery, and milling machinery. The 
Turkish Delegation informed the Contracting Parties that the modifica
tion of these concessions, which became effective on February 23, 1953, 
would remain in force only as long as the United States continued to 
apply the increased rate of duty to imports of dried figs. 

Because Greece considered that withdrawal of concessions it had 
granted to the United States under the General Agreement would not 
adequately compensate it for the injury it had sustained, it requested 
the United States to consider the possibility of granting compensatory 
concessions. The United States agreed to this proposal. 

In accordance with assurances that the United States gave to the 
Contracting Parties at the Seventh Session, the President on March 5, 
1953, requested the United States Tariff Commission to institute an 
investigation, under paragraph 2 of Executive Order 10401, to determin~ . 
whether the modification in the tariff concession on dried figs remained 
necessary. On June 3, 1953, the United States Tariff Commission 
reported to the President that the modification of the concession re
mained necessary to prevent imports from interfering with domestic 
programs of the Department of Agriculture. On June 25, 1953, the 
President approved the conclusion of the Commission. 

During the Eighth Session in 1953, the Contracting Parties reviewed 
these developments, and adopted a resolution reaffirming their con
viction that the most satisfactory solution to the problem would be. 
for the United States to restore the original concession it had negotiated 
at Torquay. They requested the United States and the consulting 
countries to report on any further developments at the Ninth Session. 

At the Ninth Session, the United States delegate reported that the 
United States Tariff Commission had again reviewed the situation 

26 The increase in the rate of duty became effective August 30, 1952, pursuant to a Presi
dential proclamation dated August 16, 1952. See U. S. Tariff Commission, Figs, Dried: 
Report to the President (I952) on tlie Escape-Clause Investigation; Report to the President 
(1953) on the Investigation Under Exuutive Order I040I , Rept. No. 188, 2d ser., 1953. 
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respecting dried figs. In its report of August 1954 27 the Commission 
found that conditions of competition respecting this item had not changed 
materially. In fact, in 1953 imports amounted to nearly 8 million pounds 
and were at the highest level-except for 1950-since 1930. The Com
mission further noted that the estimated quantity of dried figs available 
for export to the United States in 1954 was equal to, if not greater than, 
that shipped in 1953. Accordingly, the United States notified the Con
tracting Parties that it was not feasible to restore the original concession 
in the near future. Therefore, it gave notice of its willingness to continue 
negotiating with the interested countries for the purpose of arriving at 
satisfactory compensatory concessions. 

In the settlements reached during the negotiations, however, the 
United States made no compensatory concessions. Turkey decided to 
retain in effect the import duties it had previously increased on a pro-· 
visional basis, and the United States and Greece agreed to increases in 
the Greek import duties on certain types of clothing. Italy, which had 
indicated an interest in the concession, requested a compensatory con
cession on glass mosaics. The United States informed Italy that it 
would benefit from a concession that the United States negotiated on 
this item with Japan at Geneva in 1955. 

Nullification or Impairment of Benefits (Art. XXIll) 

Article XXIII of the General Agreement provides for the possibility 
that benefits under the agreement may be nullified or impaired . by the 
failure of a contracting party to carry out fully its obligations under 
the agreement, or by an action that, although not technically a violation 
of a specific article, may contravene the spirit of the agreement. For 
dealing with such contingencies, article XXIII provides that any con
tracting party which considers that any benefits it derives from the 
agreement are being impaired or nullified may make representations to 
that effect to the contracting party or parties in question. If the matter 
at issue is not satisfactorily resolved by the countries immediately con
cerned, the complainant may make representations to the Contracting 
Parties. The Contracting Parties may authorize the complainant to 
suspend the application of such obligations or concessions as are con
>idered appropriate. 

Belgian restrictions on imports of coal 

Before the opening of the Ninth Session, the United States com
Jlained to the Contracting Parties that Belgium's intensification, in 
)ctober 1953, of its restrictions on imports of coal from sources outside 
:he European Coal and Steel Community was discriminatory, and in-

21 See U.S. Tariff Commission, Figs, Dried: Report to the President (1954) Under E:ucuti~e · 
)rder 10401, 1954 (processed). 
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consistent with Belgium's obligations under the General Agreement. 
Pursuant to negotiations by the two countries during the Ninth Session, 
and pending a review of the entire situation, Belgium substantially 
liberalized its licensing procedures with respect to imports of coal from 
the United States. As a result of these developments, the United States 
withdrew its complaint. It reserved the right, however, to bring the 
matter before the Contracting Parties again, should it appear desirable 
to do so in the light of the outcome of subsequent negotiations between 
the two countries. 

Brazilian oompensat-Ory concessions 

Although the General Agreement makes no prov1S1on for general 
modification of negotiated schedules of concessions before a specified date 
(now January l, '1958),28 the Contracting Parties may authorize specific. 
changes in individual schedules of concessions, provided the Contracti.ng 
Parties unanimously agree. The Contracting Parties have generally been 
disposed to grant such authorization if continued observance of the 
concessions would cause serious difficulty for the country concerned . 

When Brazil acceded to the General Agreement on July 30, 1948, it 
withdrew the concessions it had granted at Geneva on powdered milk, 
penicillin, and calendars and almanacs. It also reduced' several of the 
rates of duty it had negotiated at Geneva, and increased the. rates of duty 
on a number of nonconcession items. Subsequently, the Contracting 
Parties authorized Brazil to apply specified maximum rates of duty on 
powdered milk, penicillin, and calendars and almanacs. It was agreed, 
however, that Brazil's action on these items should be the subject of 
renegotiation between Brazil, the United Kingdom, and the United States, 
in order to provide for concessions that would compensate the United ' 
Kingdom and the United States for the adjustments that Brazil had made. 
Pending the conclusion of these negotiations, Brazil agreed not to increase 
the existing rates of duty on a number of other items for which its rates of 
duty were lower than the maximum permitted by its schedule of 
concessions. 

In 1949, at their Third Session, the Contracting PaTties authorized 
Brazil-in pursuance of an agreement signed on May 31 with the United 
Kingdom and the United States-to apply to powdered milk, peniciUin, 
and calendars and almanacs rates of duty not in excess of stipulated levels 
(levels higher than those provided for in Brazil's schedule of concessions) . 
As compensation for these increases, Brazil agreed to grant new conces
sions on oat flour, seven earthenware articles, specified motor-vehicle 

2s Originaily, art. XXVIII of the agreement assured the validity of the sChedules of con
cessions until January 1, 1951. By subsequent amendments the time limit has been ex
tended until January 1, 1958. See the section of this chapter on tariffs and tariff negotia
tions~ 
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parts, certain steam generators, certain grading machines, and tetraethyl 
lead. 

Although these new concessions were incorporated in the First Protocol 
of Modifications of the General Agreement, which Brazil signed on .August 
13, 1949, the Brazilian Congress failed to ratify them. Accordingly, at 
the Eighth Session in 1953, the United States and the United Kingdom 
requested the Contracting Parties to consider the problem and to make 
recommendations concerning it. Brazil requested that it be granted 
further time to secure the approval of the Brazilian Congress for these 
concessions. At the Ninth Session, Brazil announced that it had placed 
the compensatoty concessions in effect by a decree of December 11, 1954. 

German restriction$ on imports of coal 

At the Ninth Session, the United States called the attention of the 
Contracting Parties to certain restrictions on imports of coal into Western 
Germany that it considered inconsistent with the Federal Republic's 
obligations under the General Agreement. In answer to an inquiry that 
the United States hatd made in June 1953, the Federal Republic of Ger
many had stated that, during the period June I-September 30, 1953, new 
licenses for imports of coking coal from the United States would be granted 
only for consignments that could be delivered by September 30, 1953. 
Germany indicated that after that date it would issue no licenses for 
imports of any type of coal from the United States. After these regula
tions were promulgated, Germany permitted only limited quantities of 
coal to be imported from the United States through third countries. 

Negotiations between the United States and the Federal Republic of 
Germany with respect to this matter took place before and during the 
Ninth Session of the Contracting Parties, but the two countries were 
unable to resolve the issue. Accordingly, they requested that the subject 
be retained on the agenda for the 10th Session with the understanding 
that they would continue to consult in an effort to resolve the problem. 

United States restrictions on im ports of dairy products 

In 1951, at the Sixth Session of the Contracting Parties, the representa
tives of Denmark and the Netherlands, supported by the delegates of 
Australia, Canada, France, Italy, New Zealand, and Norw;ay, complained 
that United States restrictions on imports of certain dairy products had, 
within the meaning of article XXIII, directly or indirectly nullified or 
impaired scheduled commitments that the United 'States had negotiated 
under the Gener-al Agreement. They also maintained that these restric
tions, which the United States imposed under section 104 of the Defenise 
Production Act of 1950, constituted an infringement of article XI. 

When the United States Defense Production Act was renewed on June 
30, 1952, section 104 was retained with cert ain amendments. On July 3, 
1952, the United States, acting under the amended section 104, made 
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several changes in its import restrictions on dairy products, which changes 
had the effect of liberalizing those restrictions.29 At the Seventh Session 
of the Contracting Parties in 1952, however, Canada, Denmark, the 
Netherlands, and New Zealand stated that their export trade in dairy 
products continued to be adversely affected by the United States restric
tions, and again protested that maintenance of these restrictions by the 
United States constituted an abrogation of its obligations under the agree
ment. In a resolution, the Contracting Parties indicated that failure of 
the United States to repeal section 104 of the Defense Production Act 
con~titu_ted continued infringement by the United States of its trade
agreement obligations. They noted that several delegations had re
served the right, under paragraph 2 of article XXIII, to take compensa
tory action if the United States .restrictions were not removed, and they 
recommended that the United States continue its efforts to secure th~ 
repeal of section 104. 

Section 104 of the Defense Production Act of 1950, a~ amended, ex
pired on June 30, 1953. At that time, the United States imposed, under 
the provisions of section 22 of the Agricultural Adjustment Act, import 
quotas and fees on certain of the aforementioned products to prevent 
"them from interfering with domestic programs of the United States De
'partment of Agriculture. 

At the Eighth Session, the United States reported in .detail on these 
developments. Several contracting parties indicated that United States 
restrictions under section 22 of the Agricultural Adjustment Act were 
substantially as severe as those that had been in effect under section 104. 
The Contracting Parties thereupon adopted a new resolution reaffirming 
the right of the interested parties to take appropriate retaliatory action 

·under the provisions of article XXIII. They further recommended that 
the United States consider the harmful effects on international trade 
relations of the application of these restrictions, and requested that it 
report to the Contracting Parties on any new developments before the 
opening of the Ninth Session. 

In its report to the Contracting Parties at the Ninth Session, the United 
:States reviewed the conditions underlying the need for controls on im
ports· of dairy products, and summarized the steps that it had taken to 
aUeviate them. The United States delegate pointed out that, basically, 
the problem with respect to dairy products was a part of the general 
problem of adjustment from the high level of wartime production to that 
required for postwar needs. He noted, however, that, with a view to 
.alleviating these conditions, the United States had taken various steps to 
reduce incentives to domestic production, to dispose of surpluses, and to 

12u See the section on quantitative restrictions on imports into the United States, in ch. : 
·Of this report. See also Operation of the Trade Agreements Program reports as . follows 
'Fifth report, pp. 32-33; si~th report, pp. 43-45; and seventh report, pp. 59-61 and 118. 
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encourage consumption. To reduce production incentives, for example, 
the United States on February 15, 1954, had decreased the support price 
for milk for manufacturing and for butterfat from 90 to 75 percent of 
parity. The reduction, which was the minimum permitted by law, be
came effective at the beginning of the 1954-55 marketing year. The 
United States had also initiated an active campaign to increase commer
cial consumption of milk, and in 1954 it had allocated about 50 million 
dollars for purchases of fluid milk for school children. It had also donated 
large quantities of milk for welfare purposes in the United States and 
abroad, and had approached other countries that export dairy products 
with a view to encouraging development of new markets in areas where 
consumption of dairy products is below minimum dietary standards. 

The United States indicated that, as a result of these efforts, domestic 
production of dairy products had "leveled off," whereas consumption had 
increased. The output in 1954, however, continued to exceed the de
mand in the domestic market, and the Government had continu~d to 
purchase substantial quantities of dairy products, although at lower 
levels than in 1953. The United States indicated its belief that, within 
the framework of the approach it had outlined, a definitive solution to the 
commercial dairy problem could be achieved. 

The contracting parties that considered this problem indicated that 
they were in general agreement with the steps the United States had 
taken, and they welcomed the flexibility that the United States had 
introduced into its price-support program. They expressed disappoint
ment, however, that the report had not been more favorable. They 
pointed out that the import restrictions had been in effect nearly 4 years, 
with no substantial relaxation, and that the effect of such restrictions, as 
far as the contracting parties were concerned, had not changed. During 
the course of the discussion, it was noted that the United States price• 
.support programs, whatever their domestic implications, had resulted in 
international difficulties that called for a domestic solution by the United 
States rather than for an international one. 

After the discussion, the Contracting Parties adopted a resolution 
asking the United States to consider the harmful effect that its import 
restric;_tions had had on international trade rel!ltions generally, as well as 
the effects that these measures had had on the trade of a number of 
individual countries. The resolution requested the United States to 
report to the Contracting Parties on any new developments before -the 
opening of the 10th Session, and it reaffi'rmed the right of interested parties 
to take retaliatory action under article XXIII. The Contracting Parties 
again authorized the Netherlands to limit imports of wheat flour from the 
United States to 60,000 metric tons for the calendar year 1955. Under 
the General Agreement, the quota provided for such imports is 72,000 
metric tons. Under article XXIII the Netherlands-because of the 
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injury it feels it has sustained as a result of the United States restrictions 
on dairy products~has since 1953 restricted annual imports to 60,000 
tons per year. 

Peruvian prohibition of imports from Czechoshwakia 

At the Ninth Session, Czechoslovakia complained to .the Contracting 
Par.ties ·that Peru's prohibition of imports from Eastern European countries 
and Communist China, by a decree of March 11, 1953, had impaired or 
nullified benefits accruing to Czechoslovakia · under the General Agree
ment. Czechoslovakia was the only contracting party to the General 
Agreement that was affected by the decree. 
· As a result ot discussions at the Ninth Session, Peru acknowledged that 
its decree was inconsistent with its obligations to another contracting 
party. Peru subsequently announced that the decree in question had 
been abrogated . 

Turkish imwr~ taxes and export boniµes 

At the Ninth Session, the Contracting Parties considered an Italian 
complaint that Turkey on September 1, 1953, had violated its obligation 
under the General Agreement by establishing a system of export bonuses 
for certain agricultural products, and by levying special taxes on imports 
of sp.ecified products. Among the agricultural products to which the 
export bonuses applied were bitter almon.ds, lemons, wine, chestnuts, and 
table olives. The iip.port taxes, which ranged from 25 to 75 percent ad 
valorem, applied to imports of certain nonessential goods. 

As a result of discussions between Turkey and Italy, the matter was 
removed from the agenda. The Turkish Delegation stated that the 
measures in question were temporary devices designed to assist Turkey 
in relieving extr-eme balance-of-payments pressures. The representative 
of the International Monetary Fund indicated that the measures were, 
in fact, temporary multiple-currency practices and that they were com
patible with the Articles of Agreement of the Fund. The Contracting 
Parties noted that such practices were to be discussed in connection with 
the scheduled review of the General Agreement, and that the question 
would be solved within this framework. 

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 that have formed a 
customs union or a free-trade a.rea, or that have entered into an interim 
agreement preparatory to forming such a union or area. The agreements 
entered into must fulfill certain conditions and must be expected to achieve 
the desired results within a reasonable time.80 

so See Contracting Parties to GATT, Basic lnitrummt.r .•. , vol. I, p. 53. 
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Among the waivers that the Contracting Parties have authorized under 
the provisions of article XXIV are those relating to the Nicaragua-El 
Salvador free-trade area, the South Africa-Southern Rhodesia customs 
union, and the European Coal and Steel · Community. In accordance 
with the provisions of these waivers, the Contracting Parties at their 
Ninth Session considered the annual reports submitted by the countries 
that participate in the above-mentioned customs unions or free-trade 
areas. 

Nicaragua-El Salvador free -trade area (third annual report) 

The waiver relating to the Nicaragua-El Salvador free-trade area 
was approved by the Contracting Parties at their Sixth Session in 1951. 
The waiver freed Nicaragua from its most-favored-nation obligations 
with respect to products covered in its treaty which became effective 
August 21, 1951, with El Salvador. Under the terms of the treaty, 
the two countries agree to accord reciprocal duty-free treatment to certain 
listed products. 

In its report to the Contracting Parties,81 Nicaragua indicated that 
its exports to El Salvador of commodities specified in the treaty were 
equivalent to 2.3 percent of its total exports in 1953, wherea~ the value 
of its imports of such items from El Salvador was equivalent to 0.9 percent 
of its total imports. The report indicated that both governments con
sidered developments under the treaty to be satisfactory, and that they 
envisioned future additions to the lists of items subject to free trade. 
The Contracting Parties noted the report, and requested that Nicaragua 
include in its fourth annual report an analysis of the trade between the 
two countries, including trade not conducted under the provisions, of 
the treaty. 

South Africa-Southem Rhodesia customs union (fifth annual report) 

On April 1, 1949, the Union of South Africa and Southern Rhodesia 
placed in effect an interim Customs Union Agreement which looked 
toward the eventual formation of a permanent customs union. Under 
the terms of a waiver that the Contracting Parties granted to them on 
May 18, 1949, Southern Rhodesia and South Africa agreed to submit 
to the Contracting Parties, not later than July 1, 1954, a definite plan 
and schedule looking toward the completion of the customs union by 
April 1, 1959.82 

31 Inasmuch as El Salvador is not a member of the General Agreement, only Nicaragua 
is obliged to report to the Contracting Part ies on developments under the waiver. For a 
discussion of the first and second annual reports by Nicaragua, see Operation of the Trade 
Agrumtnts Program reports as follows: Sixth report, p. 50, and seventh report, ch. 3. 

32 For a discussion of the previous reports of South Africa and Southern Rhodesia, see 
Operation of tht Trade Agrttmtnts Program reports as follows: Sixth report, p. 49, and seventh 
report, pp. 64-05. 
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During 1953 Southern Rhodesia, Northern Rhodesia, and Nyasaland 
joined to form the Federation of Rhodesia a~d Nyasaland. On October 
'30, 1953, the Federation assumed responsibility for the international · 
obligations of Southern Rhodesia, Northern Rhodesia, and Nyasaland, 
includiµg their obligations under the General Agreement.33 At the 
Eighth Session of the Contracting Parties, the Federation and the Union 
of South Africa reported that, because of the new developments, they 
had agreed to continue their interim Customs Union Agreement as a 
temporary arrangement in order to permit the new Federation to deter
mine the nature of its future trade relations With South Africa. The 
Contracting Parties agreed to await further developments. 
· · In a joint statement at the Ninth Session, the Federation of Rhodesia 
and Nyasaland and the Union of South Africa reported that consulta
tions between the two countries had not yet been completed; moreover, 
their discussions had been complicated by a proposed new tariff schedule 
for the Federation. They therefore requested the Contracting Parties to 
postpone consideration of .the question until the 10th Session, by which 
time they expected that their consultations would be completed. Sub
sequently, to insure that its proposed tariff would become effective 
at the appointed time Uuly 1, 1955), the Federation notified South Africa 
that it de.sired to terminate the Customs Union (Interim) Agreement as 
of that date. The two Governments ~ontinued theidormal hegotiations; 
however, for the purpose of determining future trade arrangements 
between the two countries. 

On June 28, 1955, the two countries concluded a new trade agreement, 
effective July 1, 1955, which provides for specified tariff preferences 
between South Africa and the Federation. The two countries indicated 
that these preferences do not exceed those that South Africa had tradi- · 
tionally extended to Southern and Northern Rhodesia, provisions for 
which were incorporated in the General Agreement when South Africa 
became a contracting party to the agreement in 1948.34 They stated 
that retention of these preferences was unlikely to result in a diversion 
of imports to the disadvantage of other contracting parties, and that 
failure to maintain them would result in serious economic repercussions 
for domestic industries in both South Africa and the Federation. Both 
countries indicated that in the light of these developments it would be 
impracticable to pursue the objective of a customs union. 

The European Coal and Steel Community (second annual report) 

On November 10, 1952, during their Seventh Session, the Contracting 
Parties granted to the six countries that participate in the European 

38 The Federation of Rhodesia and Nyasaland formally came into existence on September 
3, 1953; on October 30, 1953, it succeeded to the status of Southern Rhodesia as a contracting 
party to the General Agreement. 

Bf See Contracting Parties to GATT, Basic Instruments .. ., vol. 1, p. 63. 
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Coal and Steel Community (Belgium, France, the Federal Republic of 
Germany, Italy, Luxembourg, and the Netherlands) a waiver of their 
obligatiort-8- under articles I and XIII of the General Agreement. The 
.granting of the waiver was analoguqs to authorizing a limited customs 
.union, under article XXIV, for the purpose of establishing a common 
market-with respect to the Community-for coal, iron ore, scrap iron, 
and steel products. The waiver released the members of the Community 
from their obligation to apply most-favored-nation treatment to imports 
of products for which the common market was envisaged, and from their 
obligation to refrain from the use of discriminatory quantitative restric
tions with respect to such commodities. 

At the Ninth Session, pursuant to the terms of the waiver, the Com
munity submitted its second annual report to the Contracting Parties 
on the progress it had made toward implementing the treaty that con
stituted" the Community.35 The Contracting Parties established a 
working party to consider the Community's report; a representative of 
the High Authority of the Community attended the meetings of the 
working party as an observer. The Contracting Parties adopted the 
.report of the working party on January 18, 1955.36 

In considering specific measures that the member states had adopted 
under the treaty, the working party noted that, except for duties appli
cable to imports of special steels into Italy, all customs duties and other 
charges have been eliminated, as of August 1, 1954, with respect to intra
community trade in the products covered by the waiver. With respect 
to imports of special steels into Italy, the waiver and the convention 
provided that the Italian duties would be reduced by stages, and that they 
would be eliminated by the end of the transition period in 1958. The 
working party noted that this procedure was being followed . In accord
ance with the waiver, the Benelux countries had established quotas 
on imports of certain steel products until July 31, 1955. The special 
fees established for entries in e:\{cess of the quota were within the limits 
prescribed by the waiver.87 

86 The Community operates under a treaty concluded by the participating countries 
(effective July 23, 1952), as well as under a convention providing for certain transitional 
arrangements. See European Coal and Steel Community, Treaty constituting the European 
Coal and Steel Community, and Convention containing the Transitional Provisions, (1951]. 
For the text of the waiver and the report of the working party that considered the problem, 
see Contracting Part ies to GATr, Basic Instruments ... , First Supplement, pp. 17-22 
and 85-93. · 

36 For the report of the working party, see Contracting P arties to GATT, Basic Instru
ments ... , Third Supplement, pp. 146--169. 

37 Under the waiver, Benelux is authorized to modify concessions in its schedule of tariff 
concessions under the General Agreement by establishing tariff quotas on certain steel. 
products. These special arrangements are to expire not later than 5 years after the crea
tion of the common market for coal-that is, by February 10, 1958. See Contracting 
Parties to GATI, Basic Instruments ... , First Supplement, pp. 17-22. 
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The working party also commented on various measures that the 
·Community had adopted with respect to commercial policy, including 
actions it had taken to control exports of iron and steel scrap from the 
Community, to harmonize tariffs and other trade regulations, and to 
insure that equitable prices are charged for exports from the Community. 
The working party reaffirmed its conviction that, although controls on 
exports of scrap from the Community are permissible under the waiver, 
in order to prevent or relieve critical shortages such controls should be 
relaxed as soon as possible. It noted that, for some products, German 
and French industries had agreed to maintain supplies to third countries 
at certain levels in times of shortage, and .that the representatives of 
Germany and France had given definite assurances that such commit
ments would not interfere with their obligations to accord other contract
ing parties treatment consistent with _ the provisions of the General 
Agreement. 

Some members of the working party expressed disappointment that 
Italy had not: reduced its rates of duty on special steels when the com~ 
mon market for them was established. Failure to do so, they maintained, 
had made it difficult for their countries to compete in the Italian market. 
The working party noted that France and Germany had adopted measures 
that · substantially harmonized 'their tariiis for special steel products; 
France, however, had reimposed quantitative restrictions on imports of 
special steels from third countries. 

The working party discussed at length the question of policy regarding 
price agreements among members of the Community, and the influence 
that such agreements might have on markets within and outside the 
Community. The question arose in connection with allegations that a 
cartel, known as the Brussels Convention, was establishing minimum 
export prices for steel, and that it had imposed a penalty-quota system 
for producers that did not adhere to these minimum prices. The High 
Authority advised that it was following the situation closely, but that it 
was not in a position to take action since it had not found evidence that 
these agreements had had a disturbing influence on competition within 
the common market, or that the export prices for products involved were 
inequitable. 

The working party noted that the waiver had been granted to the 
Community with the understanding that the Community would utilize 
it to prevent restrictive practices with respect to coal and steel products. 
The working party stated that, although the waiver did nbt mention 
export cartels as such, the High Authority is clearly obligated to assure 
that equitable prices are charged in markets outside the Community. 
The working party noted a certain unification of export prices for steel 
products; it also noted that differential prices were applied to shipments 
to the United States and Canada, Switzerland, and other destinations, 
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In this connection, representatives of the High Authority stated that the 
Community export prices were generally lower than, or equal to, those 
of other exporters that compete with the Community in the world market. 
Because of the limited information available, however, tne working party 
stated that it did not feel qualified to analyze the conditions under which 
prices are formed in international markets for steel products. The 
Contracting Parties requested the High Authority to furnish information 
on the results of its examination of producers' agreements within the 
Community, as well as on the action it may decide to take. 

In its conclusions, the working party noted that substantial progress 
had been made toward achieving the objectives of the treaty. With 
regard to some specific objectives of special concern to third countries, 
progress had not been as rapid as had been expected-as evidenced for 
example, by the alleged failure of some countries, in harmonizing their 
tariffs, to give adequate consideration to the interest of third countries, 
and the failure of Italy to reduce its rates on special steel. The working 
party noted that there were divergent views regarding the precise scope 
and legal effects of the waiver, and recommended its clarification before 
the Contracting Parties consider the third annual report of the Commu
nity, The working party also noted that representatives of third countries 
wished to stress the point . that the Community must pay particular 
attention to the effects that the exercise of the special privileges granted 
in the waiver may have on the competitive position of the producers in 
third countries and on the prices asked from their consumers. These 
representatives pointed out that the Community is the world's principal 
exporter of steel products, and that, consequently, any agreement on 
export prices-especially if buttressed by devices reminiscent of the 
practices of former cartels-may adversely affect the interests of con
sumers in third countries. 

Acceptance, Entry Into Force, and Registration (Art. XXVI) 

Under ar.ticle XXVI and the Protocol of Provisional Application of 
the General Agreement, contracting parties apply the general provisions 
)f the General Agreement provisionally, and they apply articles III
XXXV (in part II of the agreement) only to the extent that the provisions 
)f those articles are not inconsistent with domestic -legislation in existence 
lt the time the contracting party acceded. The General Agreement will 
10t enter into force definitively until it has been accepted by contracting 
'arties that account for 85 percent of the total external trade of the 
:ontracting Parties.38 

38 Annex Hof the General Agreement (see Contracting Parties to GATI, Basic lnstru
~ents .. ., vol. 1, p. 67) specifies the method to be used for computing this percentage. An 
mendrnent proposed to art. XXVI, pursuant to the review of the General Agreement at 
he Ninth Session, provides for the inclusion in this computation of countries that have · 
cceded to the agreement since 1947. See ch . 2 of this report. 
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At their Ninth Session, the Contracting Parties agreed that it would 
be desirable to have the individual contracting parties accede to the ' 
agreement definitively at the earliest possible date. They recognized, 
however, that it would not be practicable for certain countries to bring 
their domestic legislation into conformity with part II of the agreement 
immediately. They therefore adopted a resolution permitting a con
tracting party to accede to the General Agreement definitively, without 
immediately bringing its domestic legislation into' conformity with part 
II of the agreement. 

Under the terms of the resolution, the Contracting Parties unanimously 
agree that the definitive acceptance of article XXVI shall be valid, even 
if accompanied by a reservation to the effect that the acceding country 
will apply part II of the agreement only to the fullest extent not incon
sistent with its domestic legislation. Any contracting party that attaches 
such a reservation to its definitive acceptance of the agreement must 
submit to the Contracting Parties a list of the principal legislative pro
visions covered by its reservation. The resolution specifies that·the Con
tracting Parties shall annually review the progress that is being made to 
bring such legislation into conformity with the agreement. Three years 
after the General Agreement enters into force definitively under article 
XXVI, the Contracting Parties will review the situation then prevailing 
with respect to the above-mentioned reservations, for the purpose of 
assessing the progress achieved toward the full application of the General · 
Agreement and of making appropriate recommendations. 

TARIFFS AND TARIFF NEGOTIATIONS 

Report of the Working Party on the Reduction of Tarift Levels 
At their Eighth Session in 1953, the Contracting Parties studied in 

detail the technical aspects of a plan that France had submitted on July 
22, 1953, for the reduction of tariff duties by the Contracting Parties. 

The problem that the French plan attempted to resolve aro$e during 
the Torquay Conference in 1950-51. Under the General Agre~Z:Uent, 
tariff negotiations are conducted on the basis of strict reciprocity, and on 
a product-by-product basis.39 Under this arrangement, each contracting 
party prepares an offer list and negotiates with its principal supplier on 
selected products on which it is prepared to offer concessions. The re
sults of these negotiations are then incorporated into the schedules an
nexed to the General Agreement. In this negotiation technique, each 
country expects to obtain concessions from other countries roughly 
equivalent to the concessions that it grants. 

39 For a description of the tariff negotiating procedures that were followed at the Geneva, 
Annecy, and Torquay Conferences, see Operation of the Trade Agreements Program r~ports 
as follows: First report, pt. 2, pp. 19-20, 35-36, and 39-41; third report, pp. 41-47 and 109-
115; and fourth report, pp. 49-58. 
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The necessity for a new approach to the problem of tariff reduction re
sulted from the weak negotiating positions of the low-tariff countries. At 
Geneva and Annecy those countries bound a large number of their import 
duties against increase, in accordance with the negotiating rule that the 
binding of a low rate of duty or the binding of duty-free treatment is ~ci · 
. be regarded as a concession equivalent in value to a substah tial reduction 
in a high rate of duty!0 At the Torquay Conference in 1950-51, the low
tariff countries held that the rebinding of their import duties should be 
regarded as concessions equivalent to further reducti~ns in higher rates 
of duty by other countries. The high-tariff countries, however, were 
reluctant to make further reductions in return for such rebinding. On 
the other hand, the low-tariff countries had already bound so many of 
their rates that they had few concessions left to offer. The low-tariff 
countries felt that jf further progress was to be made toward reducing 
tariff levels the negotiating procedures would have to be reconsidered. 
They also believed that the existing rules were not suitable for resolving 
the problem of the disparity in tariff rates, especially among Western 
European countries. The low-tariff countries maintained that the dis
parity in rates of duty should be narrowed through the lowering of high 
rates, without reductions in low rates. 

At Torquay, the Benelux countries proposed the so-called Blankenstein 
plan for reducing the disparity of tariff levels in Europe. This plan called 
for unilateral reductions of import duties by high-tariff countries, which, 
under the most-favored-nation provisions of article I of the General 
Agreement, would have to be extended to other countries. In April 1951 
the Contracting Parties established a working party to consider the 
proposal. At the Sixth Session in September 1951, France suggested an 
alternative plan of broader scope-the Pflimlin, or French, plan. 

Because of the many technical problems involved in the French pro
posal, the Contracting Parties at their Sixth Session established a working 
party to consider it; the working party, in turn, set up a subgroup. In 
July 1953, after several meetings of the subgroup during which the plan 
was elaborated and refined, the French Government presented a revised 
plan. The revised plan incorporated modifications designed to make it 
more acceptable to the low-tariff countries. During the Eighth Session, 
in October 1953, the plan was presented to the Contracting Parties as 
being technically feasible. 

As last modified, the French plan calls for each participating country 
to reduce average rates qf duty in a base year (to be decided on after 
negotiation) by 30 percent, in stages of 10 percent in each of 3 successive 
years. To achieve this objective, the import trade of each country would 
be divided into 10 categories of goods, and the average rate of duty for 

•o For the t ariff-negotiating procedures adopted by the Contracting Parties, see Contract• 
illg Parties to GAIT, Basic ln1tru111ent1 ••• , vol. 1, pp. 104-119. 
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each category would be reduced by 30 percent. For countries with 
relatively low rates of duty, the reductions would be less than 30 percent. 
In ad.dition, the plan calls for each country to reduce-within 3 years
all individual rates of duty that exceed certain levels. Under the proposed 
plan, the method of accomplishing the reduction would be left to indi
vidual countries. 

At the Eighth Session, the Contracting Parties also turned over to the 
working party that was considering the French plan a proposal submitted 
by · the Council of Europe. This proposal (the Ohlin plan) was for the 
creation of a "Low Tariff Club" as a first step toward the formation of a 
E'H'liopean customs union. Under the pla?, a maximum (or overall ceiling) 
would_ be established for all customs duties, and 3 duty ceilings would 
be established fbr 3 categories of goods-raw materials, semifinished 
goods, and fini.shed goods and food products. The plan also proposed 
that high import duties of a fiscal nature be conv-erted into internal taxes 
that would be imposed equally on both imported and domestically pro
duced commodities. During the first year of its operation the plan would 
apply to 70 percent of the total import trade of each country; during the 
second year it would apply to 80 percent, and during the third year, 
to 90 percent.'1 

All the contracting parties indicated that they would require con
siderable time to study the principles and technical implications of these 
proposals. The consensus was that the plans should not be considered 
until after the proposed revision of the General Agreement had been 
completed at the Ninth Session in October 1954. · Accordingly, the 
Contracting Parties decided to submit the report of the working party 
on the French plan to the respective contracting parties for consideration, 
and they instructed the Intersessional Committee to complete its exami
nation of the French plan, the Council of Europe's "Low Tariff Club" 
proposal, and any other proposal that might be submitted. 

At their Ninth Session, the Contracting Parties decided that plans 
for tariff-reduction procedures should be considered in con~ection with 
the scheduled review of the General Agreement. They therefore estab
lished a working party to consider the matter and to suggest what further 
st~ps could be taken to formulate an acceptable plan for consideration 
by the Contracting Parties. 

During the discussion by the working party, some of the contracting 
parties stated that it probably would not be possible for them to joirr in 
an automatic plan for the reduction of tariffs, and they indicated they 
would prefer to have any future tariff negotiations follow the procedures 
that were employed at the Geneva, Annecy, and Torquay Conferences. 
Several other contracting parties, especially those representing European 

ft For a complete discussion of the French plan and the Ohlin plan, see Operation of the 
Trade AgremuntJ Program {seventh report), pp.69-75. 
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low-tariff countries, pressed for immediate further progress, and the 
Benelux countries indicated that they were prepared to proceed1 along 
the lines discussed at the Eighth Session. Still other contracting parties 
considered that little could be done until the attitude of the major trading 
nations with respect to such proposals became known. 

As a result of these discussions, the Contracting Parties established an 
intersessional working party to study the "possibilities of future action 
directed to the reduction of the general level of tariffs, with special con
sideration being given to the reduction of unreasonably high tariffs." 
The working party consisted of Austria, Belgium, Canada, Denmark, 
France, Germany, Italy, Japan, the Netherlands, Sweden, the United 
Kingdom, and t he United States. The Contracting Parties directed the 
working party to make preparations for the convening of a tariff con
ference as soon as progress in the field is possible, and to report to the 
Contracting Parties at the 10th Session. 

Accession of Japan to the General Agreement 

Article XXXIII of the General Agreement provides for the accession 
of new countries to the agreement, upon terms established by the Con
tracting Parties and upon approval by two~thirds of the countries that 
are already participating in the agreement. 

In July 1952 Japan notified the Contracting Parties that, in accordance 
with the procedures for negotiating with nonmember countries, it desired 
to negotiate for accession to the General Agreement. At the Seventh 
Session the Contracting Parties adopt;ed a resolution stating that Japan 
should be permitted to take its rightful place in the community of trading 
nations and that it should be admitted to appropriate international 
organizations. 

The inability of the Contracting Parties to schedule tariff negotiations 
with Japan within a reasonably short period, however, created an im
passe, since entry into tariff negotiaticrms with the various contracting 
parties is a requirement for accession to the General Agreement. On 
August 4, 1953, in a note to the Contracting Parties, Japan therefor.e 
suggested that it be permitted to accede to the agreement on a provisional 
basis. At their Eighth Session, the Contracting Parties considered 
Japan's proposal, and approved a D ecision inviting Japan to participate 
in the General Agreement. Pending Japan's formal accession, they 
adopted a declaration regulating commercial relations-with respect to 
countries that accepted the declaration-between the participating 
contracting parties and Japan. 

In August 1954, the ad hoc Committee for Agenda and Intersessional 
Business recommended that arrangements be made for tariff negotiations 
with Japan, beginning in February 1955. On February 21, 1955, Japan 
commenced negotiations at Geneva with each of 17 contracting parties 

378540-56--6 
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with a view toward its accession to the General Agreement; the negoti
ations were concluded on June 7, 1955. The results of the negotiations 
for the accession of Japan are embodied in two instruments: (1) A decision 
agreeing to Japan's accession to the General Agreement, and (2) the 
Protocol of Terms of Accession of Japan. At the conclusion of the tariff 
negotiations on June 7, the Contracting Parties provided for a vote, by 
postal ballot, on the decision to admit Japan to the General Agreement. 
Japan's accession was to become effective on September 10, 1955, pro
vided the necessary two-thirds of the contracting parties approved the · 
decision by August 11, 1955, and provided Japan signed the Protocol of 
Accession by that date.42 

· 

Under the terms of the protocol, and in accordance with the provisions 
of article XXXIII, Japan is entitled te all the concessions it obtained 
from each of the 17 countries with which it negotiated at Geneva. Ex
cept with respect to the scheduies of those contracting parties that 
decided to invoke the provisions of article XXXV, Japan is als.o entitled, 
in its own right, to the concessions that the contracting parties negotiated 
at the Geneva, Annecy, and Torquay Conferences.43 

German Import Duties on Starch and Potato Flour 

During the negotiations between the Benelux countries and the Federal 
Republic of Germany at Torquay in 1950-51, the Benelux countries 
requested ·Germany to reduce its import duties on cereal starch, potato 
flour, and their derivatives, to the level of the duties applied by the 
Benelux countries. Although the Federal Republic was unable imme
diately to reduce these duties to the level requested, it agreed to. take steps 
to do so at a later date. Both parties agreed that this commitment 
would constitute a part of the concessions negotiated at Torquay, and 
that the proposed negotiations would be completed without any further 
concessions being granted by the Benelux countries. 

The Benelux countries and the Federal Republic resumed negotiations 
in the fall of 1952, but because of difficulties faced by the respective 
German industries, they did not reach an agreement. They again 
resumed negotiations in February 1954, at which time the Federal 

42 Japan signed the Protocol of Accession on June 7, 1955. On September 10 the Con
tracting Parties announced that all the contracting parties had voted in favor of Japan's 
accession. Japan, therefore, became a contracting party to the General Agreement on 
September 10, 1955. Fourteen of the contracting parties that had not negotiated with 
Japan-Australia, Austria, Belgium, Brazil, Cuba, France, Haiti, India, Luxembourg, the 
Netherlands, New Zealand, the Federat ion of Rhodesia and Nyasaland, the Union of South 
Africa, and the United Kingdom-gave formal notice to the Contracting Parties that, under 
the provisions of art. XXXV, the provisions of the Gencrral Agreement would not apply as 
between themselves and Japan. 

' 8 For a detailed dis.cussion of the character and scope of the negotiations between Japan 
and other contracting parties at Geneva, see ch. 4. · 
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Republic submitted alternative proposals with respect to potato flour. 
It indicated, however, that it was not prepared to enter into negotiations 
on starch and starch derivatives. This was not satisfactory to the 
Benelux countries, arid they therefore requested the Contracting Parties 
to examine the question, with a view to arriving at an equitable solution. 

At the Ninth Session, the Contracting Parties invited the two countries · 
to resume bilateral negotiations with a view to arriving at some alterna
tive solution. Pursuant to these negotiations, the Delegation of the 
Federal Republic of Germany agreed to request its Government to estab
lish an annual customs quota for potato starch cf 20,000 tons, dutiable 
at a rate of 15 percent ad valorem; it also agreed to request its Government 
to reduce the rate of duty on maize and wheat starch from 25 percent to 
15 percent ad valorem. The offer stated that these concessions would be 
limited to a period of 3 years. The German delegate also agreed to 
request his Government to negotiate with the Benelux countries, within 
1 year after these concessions entered into force, with a view to reducing · 
its import duties on ric.e starch and starch derivatives. 

The Benelux Delegation agreed to these proposals, but reserved the 
right to submit the problem to the Contracting Parties again if the 
proposed concessions were not approved by the German Parliament, or · 
if the concessions were withdrawn after the 3-year period stipulated in the 
German offer. The Contracting Parties, therefore, removed the item · 
from the agenda. 

Modification of Schedules (Art. XXVIII) 

Article XX.VIII of the General Agreement originally provided that 
contracting parties might modify their schedules of concessions after 
January 1, 1951, without joint action by the Contracting Parties. Com
mencing with that date, any contracting party was permitted to with
draw or modify a coneession it had originally granted. The contracting 
party desiring to do so, however, was first required to negotiate with the 
contracting party with which the concession was originally negotiated. 
It was also required to consult with other contracting parties having a 
substantial interest in the concession. In such negotiations, provisions 
might be made for compensatory adjustments with respect to other 
products. 

Another provision of article XX.VIII 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 sub
stantial interest in it may the-r.eupon themselves withdraw concessionl' 
substantially equivalent to those withdrawn from them. 

To prevent the "unraveling" of tariff concessions in the General' 
Agreement through the process of withdrawal and retaliation, the Con-·· 
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tracting Parties have twice extended the date after which the contracting 
parties might modify their schedules of concessions without first consulting 
with the Contracting Parties. At Torquay, the Contracting Parties 
amended article XXVIII by changing from January 1, 1951, to Januacy 1, 
1954, the date after which adjustments in the schedules might be made 
without joint action by the Contracting Parties. At the Eighth Session 
in 1953, the Contracting P arties again extended the assured life of the 
tariff concessions until July 1, 1955 . 

As a result of the review of the General Agreement at their Ninth 
Session, the Contracting Parties proposed to amend article XXVIII by 
continuing the assured life of the schedules of, concessions until January 1, 
1958, and by providing furthe~ automatic extensions for periods of 3 
years each, unless the contracting parties subsequently agreed to other 
periods by a two-thirds vote . 

To cover the period before the entry .into force of the proposed amend
ment, the Contracting Parties drew up a declaration, dated March 10, 
1955, calling for the continued application of the scheduled con.cessions. 
during the interim period-that is, from July 1, 1955, to January 1 
1958-or until the amended procedures become effective, whichever is 
earlier During this period, contracting parties . that have accepted the 
declaration agree not to invoke the provisions of article XXVIII for the 
purpose of unilaterally withdrawing or modifying any scheduled conces
sion, and they agree not to cease to apply the most-fa vored-na ti on treatment 
they are required to accord under article II of the General Agreement. 
However, the declaration authorizes a contracting party that entered 
into negotiations before July 1, 1955, for the purpose of modifying its 
scheduled concessions under the original article XX.VIII , to continue 
such negotiations and, in pursuance thereof, to make any modification or 
withdrawal it finds necessary. Such a contracting party is required to. 
complete its negotiations not later than September 30, 1955.44 As of 
April 20, 1955, 9 of the 34 contracting parties-Belgium, Ceylon, 
Chile, Denmark, Finland, the Federal Republic of Germany, Indonesia, 
Sweden, and the United States-had signed the declaration. 

ADMINISTRATION OF THE AGREEMENT 

Procedures for the Conduct of Intersessional Business, and 
Arran~ements for the 10th Session 

At their Sixth Session in 1951, the Contracting Parties established
on an experimental basis-an ad hoc Committee for Agenda and Inter
sessional Business. The Committee was designed to handle matters 
that might require prompt action during the period between the regular 

44 For a discussion of the principal negotiations by the Contracting Parties in 1955 under 
art. XXVllI, see ch. 4 of this report. 
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:sessions of the Contracting Parties. At their Seventh Session the Con
tracting Parties agreed to extend the functions of the Intersessional 
Committeeunti.l the Eighth Session; at the Eighth Session they continued 
its functions until the Nin-th Session. At their Ninth Session the Con
tracting Parties revised the procedures for conducting intersessional 
business, along the lines recommended by the working party they had 
established to study problems related to. the continuing administration 
•of the agreement.45 

Pursuant to the recommendations of the working party, the Contracting 
Parties changed the name of the Committee to the " Intersessional 
·Committee" and increased its membership from 15 to 17. The members 
of the Committee are to be elected at each regular session of the Contract
ing Parties.46 The presiding officer of the Committee is the Chairman of 
the Contracting Parties. If a member of the Committee withdraws, a 
new member may be appointed by the Chairman. 

The Intersessional Committee is empowered to consider matters that 
.require urgent action between sessions, but for which the Contracting 
Parties have made no special arrangements. The Committee may 
-establish working parties to consider special problems during intersessional 
periods, and may req_uest the convening of special sessions of the Con
tracting Parties to col'l.sider matters_ that require their immediate attention. 
The Committee, however, is empowered to make such decisions as are 
authorized by the Contracting Parties when they refer matters to it for 
investigation and action. The Committee is also directed to meet 4 to 6 
weeks before the opening df each regular session of the Contracting 
Parties, to prepare the agenda and order of business. The Contracting 
Parties decided to hold their 10th Session at Geneva, beginning October 
27, 1955. 

Election of Chairman and Vice Chairmen 

At the close of the Eighth Session in 1953, the Contracting Parties 
-elected Mr. L. Dana Wilgress, of Canada, as Chairman of the Contracting 
Parties; Mr. Fernando Garcia Oldini, of Chile, as First Vice Chairman; 
.and Mr. Gunnar Seidenfaden., of Denmark, as Sec.and Vice Chairman
.all for a period of 1 year. At the Ninth Session, the Contracting Parties 
'Unanimously reelected these officers for a period of 1 year. 

45 For a description of the fun.ct ions and responsibilities of the Intersessional Committee, 
.see Contracting Parties to GAIT, Basic Instruments . . . , Third Supplement, pp. 9-13 
.and 245-247. 

46 The members of the Committee elected in March 1955 included Australia, Austria, 
Belgium, Brazil, Canada, Chile, Cuba, France, the Federal Republic of Germany, India, 
Indonesia, Italy, Pakistan, Sweden, the Union of South Africa, the United Kingdom, and 
t he United States. Except for Austria, each of these countries had been on the former ad 
ihoc Committee for Agenda and Int ersessional Business. 
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Rectification of Schedules 

At the Ninth Session, the Contracting Parties considered and approved 
the requests of a number of contracting parties for authorization to 
modify their schedules of concessions. Accordingly, the Contracting 
'Parties drew up a Fourth Protocol of Rectifications and Modifications, 
which was opened for signature on March 7, 1955.47 The protocol 
'incorporated changes in the schedules of concessions of the following 
countries: Australia (schedule I), Benelux (schedule II}, Burma (schedule 
IV), France (schedule XI), Greece (schedule XXV), India (schedule XII), 
the Federation of. Rhodesia and Nyasaland (schedule XVI), the United 
·Kingdom (schedule XIX), the United States (schedule XX), Denmark 
(schedule XXII), Sweden (schedule XXX), Austria (schedule XXXII), 
the · Federal Republic of Germany (schedule XXXIII), and Turkey 
(schedule XXXVII). 

Financial Statement and Budget Estimates 

Because of the review of the General Agreement that the Contracting 
Parties undertook at their Ninth Session, the budget estimate for 1955 
($422,550) ~as substantially larger than that for 1954 ($344,500). The 
1955 budget was to be financed from (1) miscellaneous income estimated 
at $16,600, (2) a transfer from the cash reserve of $63,950, and (3) con
tributions from. individual contracting parties totaling $342,000. In 
accordance with the administrative procedures adopted by the Contract
ing Parties, contributions of individual contracting parties are computed 
oil the' basis of the share of the total foreign trade that is accounted for 
by each of the contracting parties. Under this arrangement the largest 
contributions are made by the United States and the United Kingdom 
($60,000 each), France ($21,000), and Canada ($15,000). 

OTHER DEVELOPMENTS 

Special Problems of Dependent Overseas Territories of the 
United Kingdom 

During the Ninth Session, the United Kingdom requested the Con,
tracting Parties to authorize it to take special action to deal with special 
responsibilities it has in connection with its dependent overseas territories. 

In making its request, the United Kingdom pointed out that, in its 
relatiOnship with its dependent territories, it is confronted with various 
problems that are not common to relationships between independent 
~ountries. The .United Kingdom stated that it renders various types of 
assistance in economic and social fields that are designed to fulfill its sociat 
and· political obligations for the well-being of its dependencies. Such 

47 For the status of the protocol as of April 15, 1955, see Contracting Parties to GAIT, 
Basic Instruments •• . , Third Supplement, p. 17. 
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assistance takes the form of direct financial support, programs for tech
nical aid, the promotion of new industries, and assistance to the territories 
in the development and expansion of markets overseas. To a large extent 
.these territories depend on the United Kingdom as an outlet for their 
products. 

The United Kingdom acknowledged that, although it had access to the 
provisions of article XVIII of the General Agreement, which permit it to 
take special action to assist in the economic development of such areas, 
it required additional authority to permit it to fulfill its special responsibil
ities to promote the social and economic development of the dependent 
territories. It therefore proposed an amendment to an appropriate 
article of the General Agreement under which a metropolitan country 
might take any action, or invoke any procedure under the agreement, on 
behalf of a dependent territory, and the provisions of the agreement would 
apply as though the dependent territory were within the customs area of 
the metropolitan country. 

The working party that considered the United Kingdom's proposal 
found two principal objections to it. The working party considered the 
proposal too broad, both with respect to its application to all dependent 
overseas territories and with respect to the field of products that might be 
covered by it. Moreover, they considered that such an amendment to 
the General Agreement would recognize the problem as a permanent one, 
whereas the difficulties of the dependent areas are basically transitional. 
They proposed, therefore, that the Contracting Parties grant a waiver to 
the United Kingdom from its obligations- under appropriate articles of 
the agreement-to enable it to fulfill its special obligations to 45 specified 
dependent territories, consistently with the broad objectives of the General 
Agreement. 

As adopted, the waiver exempts the United Kingdom, with regard to 
action it initiates on behalf of these dependent areas, from its obligations 
under the General Agreement with respect to article I (permitting it to 
increase margins of preference); article VI (permitting it to employ 
subsidies for products of the dependencies exported to the United King
dom); article XVI (permitting it to employ countervailing duties or anti
dumping duties to protect production in dependent territories for the 
United Kingdom market); and article XIX (permitting it to take emer
gency action in the interest of exports from the dependencies to the 
United Kingdom). The waiver also permits the United Kingdom to 
apply quantitative restrictions to imports into United Kingdom markets 
of products from other countries that also are imported from the dependent 
territories. The right to employ such restrictions is subject to the pro
visions of the Decision of the Contracting Parties-adopted at their 
Ninth Session-relating to the use of quantitative restrictions for balance
<;>f-payments reasons. 
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Action under the waiver is limited to industries in the dependent 
territories that are wholly, or in large measure, dependent on the United 
Kingdom as a market. Any measure adopted in pursuance of the waiver 
must not afford material benefit to industries in the United Kingdom with 
respect to either their domestic or export markets. Before increasing the 
margin of preference with respect to territorial prodticts, the United 
Kingdom must seek the concurrence of the Contracting Parties, with a 
view to negotiating a compensatory adjustment in the event a contracting 
party considers that it may suffer injury as a result of the proposed action. 
Moreover, with respect to any other action under the waiver, the United 
Kingdom must consult with any contracting parties whose interest is 
.adversely affected, with a view to limiting or modifying such action. If 
as a result of such consultation, a satisfactory agreement is hot reached, 
·the contracting party or parties that requested the consultation may refer 
the matter to the Contracting Parties for appropriate action. The 
waiver does not preclude the right of a contracting party to have recourse 
to the provisions of article XX.III of the General Agreement in ·the event 
it considers that benefits accruing to it under the a$reement have been 
hulli:fi.ed or impaired by action of the United Kingdom pursuant to the 
waiver. 

Resolutions on International Investment for Economic De
velopment, Disposal of Surplus Stocks, and Liquidation of 
Strategic Stocks 

During the course of their review of the General Agreement at the 
Ninth Session, the Contracting Parties noted that one of the important 
objectives of the agreement is to raise standards of living, develop re
-sources, and expand the production and exchange of goods, particularly 
in underdeveloped countries. In pursuance of the spirit of these objec
tives at their Ninth Session, the Contracting Parties adopted a resolution 
recommending that contracting parties in a position to provide capital for 
foreign investment and contracting parties that desire to obtain such 
-capital cooperate with one another to create conditions designed to 
stimulate the international flow of capital for investment purposes. 

In a resolution dealing with the disposal of surplus agricultural com
modities, the Contracting Parties urged the contracting parties, when 
preparing to liquidate any surplus stocks they might hold, to consult 
with the principal ~uppliers of such commodities, as well as with other 
interested contracting parties, .with a view to avoiding undue disturbances 
in world markets. 

A third resolution dealt with problems covering the liquidation of 
stocks ~f primary products accumulated in connection with stockpiling 
programs related to national defense. The resolution noted that such 
liquidation could, if initiated without adequate regard for the commercial 
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interests of producers and consumers, cause serious damage by unduly 
disrupting world markets . The resolution recommended that a contract
ing party give at least 45 days' notice of its intention to liquidate such 
stocks, and that it consult fully with any contracting party having a 
substantial interest in the matter and requesting such consultation, with 
a view to avoiding or minimizing any disruption in world markets for 
the product concerned. 

Reports on Customs Administration 48 

Standard practices for consular formafities 

At their Seventh Session in 1952, the Contracting Parties recommended 
that contracting parties abolish the requirement for consular invoices 
and consular visas by December 31, 1956. They also requested that 
individual contracting parties report, not later than September 1 of each 
year, to the Contracting Parties on the steps they have taken to abolish 
consular formalities. 

The reports that the Contracting Parties prepared at their Ninth 
Session indicated that a total of 22 contracting parties do not require 
consular invoices or consular visas for goods imported from other con
tracting parties. The list included Belgium and the United Kingdom, 
which had previously maintained consular requirements in a limited 
number of instances. Four countries indicated that they do not require 
invoices except in special circumstances; one of these indicated that it 
had arranged to abolish such requirements by the end of 1956. The 
Contracting Parties noted that further progress had been made toward 
relaxing consular formalities, and expressed the hope that such formalities 
would be completely eliminated by December 31, 1956. 
Nationality of origin of imported goods 

At their Eighth Session in 1953, the Contracting Parties submitted to 
the individual contracting parties, for study, a definition of the origin of 
imported goods for use by countries in connection wi th their customs 
administration. The definition contained the following provisions~ 

(1) The nationality of goods resulting exclusively from materials and 
labor of a single country would be that of the country where the goods 
were harvested, extracted from the soil, manufactured, or otherwise pro
duced; (2) the nationality of goods resulting from materials and labor of 
two or more countries would be that of the country in which such goods 
had last undergone a substantial transformation; and (3) a substantial 
transformation would be considered as having taken place when the 
processing resulted in a new individuality being conferred on the goods. 

48 For the complete reports prepared on this subject by the Contracting Parties at their 
Ninth Session, see Contracting Parties to GAIT, Basic Instruments .. . , Third Supplement, 
pp. 91-94. 
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At their Eighth Session, the Contracting Parties also made certain 
recommendations relating to proof of origin of imported goods. They 
suggested (1) that certificates of origin be required only when they are 
strictly indispensable; (2) that as large a number of competent bodies as 
possible be authorized to issue certificates of origin, in order to minimize 
the time required by traders to obtain them; and (3) that, when · an 
importer is unable to produce a certificate of orjgin at the time goods 
are imported, the customs authorities grant him a period of grace in 
which to obtain the necessary document. The Contracting Parties also 
recommended that the draft definition of nationality of goods proposed 
by the . majority of the working party be transmitted to individual con
tracting parties for study. Twenty-eight contracting parties responded 
in time for the Contracting Parties to consider their comments and sug
gestions at the Ninth Session. Eleven countries indicated that they 
would be willing to accept the proposed definition of origin without 
reservation; eight countries indicated that they were opposed in principle 
to the definition, and nine countries stated that they could not accept 
the proposed definition without modification. Because of these basic 
differences with respect to a standard definition, the Contracting Parties 
decided to continue the item on the agenda for further study at the 
10th Session. , 

Documentary requirements for the importation of goods 

On November 7, 1952, the Contracting Parties adopted a Code . of 
Standard Practices designed to limit the number and kind of documents 
used in connection with the importation of goods. 

The Contracting Parties recommended that import data required for 
customs or other governmental purposes be limited to transport docu
ments (bills of lading and consignment notes) and commercial invoices, 
accompanied-where necessary-by packing lists. In certain circum
stances, however, other documents, such as certificates of origin, freight 
or . insurance certificates, consular invoices, and sanitary certificates, 
might be required. The Contracting Parties made certain other recom
mendations designed to further reduce documentary requirements for 
imported goods, and suggested that the various contracting parties report, 
not later than August 1, 1954, on the steps they had taken to bring their 
practices into conformity with the recommendations. 

At their Ninth Session the Contracting Parties considered the replies 
that they had received. The replies indicated that most contracting 
parties conform fully or substantially with the code. Substantial varia
tions exist, however, in the number of documents required in connection 
with imports, although most of the reporting governments stated that 
they required only two copies. All the reporting countries appeared to be 
conforming to the code with respect to its recommendations on the collec

·tion of statistical information; none of them required exporters to furnish 
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'information for statistical purposes. Similarly, the reporting countries 
appeared to be operating in conformity with the recommendation of the 
·code that an exporter or shipper not be required to classify his goods 
according to the importing country's customs tariff. In some exceptional 
·cases, however, individual countries do require the exporter to provide a 
breakdown of values under the different tariff headings. 
Comparative study of methods of valuation for customs purposes 

At their Eighth Session, the Contracting Parties inaugurated a study of 
"the various methods of valuation employed by contracting parties for 
-customs purposes, and they requested the contracting parties to furnish 
·information on their individual practices by August 1954. At the Ninth 
Session a technical working party prepared a study of the replies that 
had been received. 

Virtually all the contracting parties employ one or more of the following 
three criteria in determining the value of imported goods for customs 
purposes: (1) The price of like goods in themarketoftheexportingcountry, 
(2) the actual export price, or (3) the price of comparable goods in the 
importing country. Within each of th~se general criteria, however, there 
-are marked differences in the practices of individual countries. For 
-example, some countries that employ the domestic value in the country 
,of export establish the value at an f. o. b. point; others establish the value 
prior to the f. o. b. point, and still others establish the value on a c. i. f. 4g 

basis. The Contracting Parties agreed that the information provided a 
useful source of reference material, and that it would serve as a basis for 
·further study of the problem. 
Discrimination in transport insurance 

At their Eighth Session, the Contracting Parties requested the Execu
tive Secretary to prepare a report on practices that involve discrimina
tion in transport insurance. A questionnaire on the subject was sub
·mitted to all the contracting parties, as well as to other countries, through 
·the Secretary-General of the United Nations; A total of 36 replies was 
received. At their Ninth Session, the Contracting Parties decided to 
place the matter on the agenda for further consideration at the 10th 

~Session. 

49 Cost, insurance, and freight. 





Chapter 4 

United States Trade-Agreement 
Negotiations During 1955 

During the period covered by this report, the United States participated 
in two trade-agreement negotiations: (1) Negotiations sponsored by the 
Contracting Parties to the General Agreement on· Tariffs and Trade, 
primarily for the accession of Japan to the General Agreement, and (2) 
negotiations between the United States and Switzerland for a supple
mentary bilateral trade agreement. 

NEGOTIATIONS SPONSORED BY THE CONTRACTING 
PARTIES TO THE GENERAL AGREEMENT 

Character and Scope of the Negotiations 
Negotiations for the accession of Japan 

In July 1952 Japan notified the Contracting Parties that, in accordance 
with the special procedures they had established for negotiating with non
member countries, it desired to negotiate for accession to the General 
Agreement.1 During the succeeding months, the inability of the Con
tracting Parties to schedule tariff neg~tiations with Japan created an 
impasse, since entry into tariff negotiations with the various contracting 
parties is a requirement for accession to the General Agreement. At their 
Eighth Session in 1953, however, the Contracting Parties agreed to Japan's 
participation in the General Agreement on a provisional basis pending 
Japan's accession to the agreement after tariff negotiations.2 

At its meeting in August 1954, the ad noc Committee for Agenda and 
Intersessional Business again considered Japan's request that the Con
tracting Parties schedule tariff negotiations looking toward Japan's acces
sion to the General Agreement. The Committee, by majority vote, recom
mended that the Contracting Parties arrange for tariff negotiations with 
Japan, to begin in February 1955. On October 29, 1954, at their Ninth 
Session, the Contracting Parties approved the recommendation of the 
lntersessional Committee. 

1 The procedures for negotiating with nonmember countries that desire to accede to the 
General Agreement were adopted at the Sixth Session of the Contracting Parties in October 
1951. See Operation of tht Trade Agrttme-nt.r Program (fifth report), pp. 39-40, and Con
tracting Parties to GATI, Ba.ric l n.rtrumtnt.r ... , vol. 1, pp. llO-lll . 

2 Seech.3. 
83 
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The tariff negotiations looking toward the accession of Japan to the
General Agreement, which were held at Geneva, Switzerland,8 began on 
February 21, 1955, and ended on June 7, 1955. Besides Japan, the follow-
ing 17 countries that already were contracting parties to the General 
Agreement participated in the negotiations: 

Burma 
Canada 
Chile 
Denmark 
Dominican Republic 
Finland 

Federal Republic 
of Germany 

Greece 
Indonesia 
Italy 
Nicaragua 

Norway 
Pakistan 
Peru 
Sweden 
United States 
Uruguay 

As in preyious negotiations that the Contracting Parties had sponsored ,. 
the participating countries established a tariff negotiations committee at 
the beginning of the Conference. The committee, comprised of repre
sentatives of ·each of the participating countries, coordinated the tariff 
negotiations and made decisions on matters connected with the conduct 
and conclusion of the negotiations that required joint action by the par
ticipating countries. 

The tariff negotiations for the accession of Japan were of two types ~ 

(1) The bilateral negotiations between Japan and each of the 17 contract
ing parties that participated,· and (2) the so-called t.riangular (or "third 
country") negotiations between Japan, the United States, and certain 
other contracting parties. 

Most of th~ tariff concessions that were exchanged in the negotiations 
were granted in bilateral negotiations between Japan and each of the 17 
contracting parties that participated. These negotiations, which were 
conducted initially on a product-by-product basis between pairs of nego
tiating teams representing Japan and each of the participating contracting
parties, followed the general pattern established at Geneva, Annecy, and 
Torquay during the period 1947-51. In the final stage of the Conference, 
the concessions agreed to in the various bilateral negotiations, together 
with those agreed to in the triangular negotiations, were consolidated · 
(where necessary) into separate schedules of concessions for each partici-. 
pating country. 

At Geneva, limited negotiations were also conducted on a triangular 
basis by Japan, the United States, and each of six contracting parties
Canada, Denmark, Finland, Italy, Norway, and Sweden. Before the 
Conference, the United States had announced its willingness to participate 

. in such negotiations if they would result in expanded concessions to Japan. 
by third countries. These so-called triangular neg~tiations were under-

3·Certain of t_he negotiations were held at locations other than Geneva. The negotiations. 
between Japan and Burma were conducted at Rangoon, and those between Japan and Greece, 
at Athens. When these.flegotiations were completed, the results were reported to the Exec
utive Secretary of the C~ntracting Parties. 
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taken after Japan and each of the six countries had completed their bi
lateral negotiations. In return for additional concessions that each of the 
six countries granted to Japan, the United States granted concessions to 
each of them; Japan, in turn, granted additional concessions to the United 
States to compensate the United States for its concessions to the six 
countries mentioned. 

The results of the negotiations at Geneva for the accession of Japan are 
embodied in two instruments: (1) A Decision agreeing to the accession of 
Japan, and (2) the Protocol of Terms of Accession of Japan to the General 
Agreement. 

Accession by a country to the General Agreement requires approval 
by a two-thirds majority of the countries that already are contracting 
parties. On June 7, 1955, at the close of the tariff negotiations, the 
contracting parties were asked to vote, by postal ballot, on the Deci
sion agreeing to the accession of Japan. If by August 11, 1955, the 
necessary two-thirds voted in favor of Japan's accession and if Japan 
signed the Protocol of Accession by that date, Japan would become 
a contracting party on September 10, 1955. Japan signed the Protocol 
of Accession on June 7, 1955.i 

Article XXXIII of the General Agreement provides that new countries 
may become contracting parties to the agreement on terms to be agreed 
upon by the Contracting Parties. The Protocol of Accession contains 
the terms of accession for Japan and the terms on which the schedules of 
tariff concessions annexed to it will be made effective. Like all other 
contracting parties, Japan-upon its accession to the General Agree
ment-will apply the general provisions of the agreement provisionally. 
Japan must give full effect to part I (including the schedules of tariff 
concessions) and part III, but is required to apply part II only to the 
fullest extent not inconsistent with Japanese legislation existing on June 
7, 1955, the date of the protocol. As long as Japan applies the agree
ment provisionally, it may withdraw from the agreement by giving 60 
days' notice to the Executive Secretary. The provisions of the General 
Agreement that will be applied by Japan are those of the original 
agreement as rectified, amended, supplemented, or otherwise modified 
by protocols or other actions in force on the date Japan signed the 
Protocol of Accession. In acceding, Japan also agrees to be governed 
by all instruments relating to the agreement that are .open for accept
ance when and if they go into effect, except the Protocols of Amend
ment to the General Agreement and the Agreement on the Organiza
tion for Trade Cooperation, which were drawn up at the Ninth Session 
of the Contracting Parties. 

4 On September 10, 1955, the Executive Secretary of the Contracting Parties announced 
that all contracting parties had voted in favor of Japan's accession. Japan, therefore, 
became a contracting party to the General Agreement on that date. 
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Under the terms of the Protocol of Accession, Japan is entitled in its 
own right not only to all concessions granted by other countries in the 
negotiations for its accession, but also to all concessions already contained 
in the schedules to the General Agreement, except those in the schedules 
of contracting parties that invoke the provisions of article XXXV. Under 
that article, contracting parties that did not enter into tariff negotiations 
with Japan are free not to apply to Japan any part of the General Agree
ment, including their schedules of tariff concessions, if they so indicate 
at the time Japan becomes a contracting party. 5 

Negotiations under article XXVIII 

At the same time that the negotiations for the accession of Japan to the 
General Agreement were in progress, a number of contracting parties 
were conducting renegotiations among themselves, under the provisions 
of article XXVIII of the General Agreement, of various tariff concessions 
that they had granted at Geneva in 1947, at Annecy in 1949, or at 
Torquay in 1950-51. 

Article XXVIII of the General Agreement, as amended, provided that 
contracting parties might, after June 30, 1955,5 modify or terminate any 
tariff concession that they had granted, without joint action by the 
Contracting Parties. A con'.tracting party desiring to do so, however, 
was first required to negotiate with the contracting party with which the 
concession was initially negotiated, and to consult with other contracting 
parties that had a substantial interest in the concession. In such rene
gotiations, provision might be made for compensatory concessions with 
respect to other products. If, in the renegotiations, agreement could 
not he reached between the parties concerned, -the concession in question 
might nevertheless be withdrawn or modified. However, the country 
with which the concession was initially negotiated, and the countries 
that had a substanti:al interest in it, might thereupon themselves with
draw concessions substantially equivalent to those that were withdrawn 
from them. 

During the review of the General Agreement at their Ninth Session, 
the Contracting Parties extende.d the assured life of the tariff concessions 
by changing--"-to December 31, 1957-the date after which modifications 
in concessions might be made under article XXVIII without joint action 
by the Contracting Parties. Under the provisions of article XXVIII and 
the proeedtlre established by the Contracting Parties at their Ninth Ses-

6 Fourteen contracting parties that had not negotiatt:ed with Japain. at Geneva in 1955 
gave formal notice, as permitted by air.tide XXXV, that the . provisions of the General 
Agreement 'would not apply as between themselves and Japan. The 14 contracting parties 
that invoked article XXXV were Australia, Austria, Belgium, Brazil, Cu,ba, France, 
Haiti, India, Luxembourg, the Netherlands, New Zealand, the F¢deration of Rhodesia 
and Nyasaland, the Union of South Africa, and the United Kingdom. 

· 0'The date originally was January 1, 1951, but it was extended several times. 
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sion, however, individual contracting parties were permitted-before 
agreeing to the amenqment of article XXVIII-to renegotiate individual 
tariff concessions that they had previously granted. Countries . were 
required to notify the Contracting Parties of their intention to undertake. 
such renegotiations by June 30, 1955; the negotiations were to be com
pleted by September 30, 1955. 

By June 30, 1955, a number of countries had notified the Contracting 
Parties that they intended to withdraw or modify-under the provisions 
of article XXVIII-certain concessions that they had granted in the 
General Agreement. These countries included Austria, Belgium, Canada, 
Cuba, the Dominican Republic, Finland, France, India, Italy,. the 
Netherlands, Nicaragua, Pakistan, Peru, Sweden, and the Union .of South 
Africa. The notifications by all of these countries related-at least 
in part-to concessions that they had initially negotiated with the United 
States or to concessions in which the United States had a substantial 
trade interest. 

By June 30, 1955, the end of the period covered by this report, two of 
the countries that initiated action under article XXVIII at Geneva
Belgium (for the Belgian Congo and Ruanda-Urundi) and Canada
had completed their renegotiations. Belgium modified its concessions 
on three items, and Canada, on two items. In return, each country 
granted compensatory concessions on other articles, as envisaged in 
article XXVIII, to offset the loss of benefits both by the country to which 
the concessions originally had been granted and by other countries that 
had a substantial interest in them.7 

United States Participation in the Negotiations 
Preparations for the negotiations 

The United States carried out its preparations for participation in the 
tariff negotiations at Geneva under the procedures specified in the Trade 
Agreements Act of 1934, as amended, and in Executive Order 10082. 

On November 13, 1954, in accordance with these procedures, .the Inter
departmental Committee on Trade Agreements issued formal notice of the 
United States intention to participate in trade-agreement negotiations 
looking toward the accession of Japan to the General Agreement. The 
Committee announced ·that, besides direct negotiations with Japan, the 
United States was considering limited negotiations with other contract
ing parties that were negotiating with Japan (the triangular negotiations) . 
The Trade Agreements Committee also gave notice of the United States 
intention to engage in negotiations designed to settle four problems that 
had arisen from the following actions by the United States: (1) The 
enactment of Public Law 479, 83d Congress, which provided, in effect, 

7 See the following section of this chapter on negot iations by the United States. 

378540-56-7 
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for increased duties on certain footwear; (2) the enactment of Public Law 
689, 83d Congress, which provided for increased duties on certain fish 
sticks, fillets, and related· products; (3) the United States escape-clause 
action on dried figs; and (4) the failure of the United-States to place in 
effect concessions on certain meat products that it.had granted to Uruguay 
at Annecy. 

In an annex to its public notice, the Trade Agreements Committee 
listed the imported commodities that the United States would be prepared· 
to consider·for concessions in the negotiations. On February 21, 1955)' 
in a supplemental pubiic notice, the Committee listed additional com-' 
modities that it .would be prepared to aonsider for concessions. The list 
of November· l!3,· i.954, involved 168 tariff paragraphs or subparagraphs, 
and covered approximately 600· statistical classifications of imports, ·or 
parts thereof. The list of February 21, 1955, involved 28 tariff para
graphs or subparagraphs;-and covered approximately 50 statistical classi
fications of imports, or parts. thereof. 

At the same times· that the above-mentioned public notices were issued, 
the Committee f01i Reciprocity Information (CRI) 8 issued notices ohwo
public hearings to be held by that Committee beginning on December 13, 
1954, and on March 28, 1955. · The CRI hearings were held to receive oral' 
statements from interested persons on all phases of the prop0sed negotiL· · 
ations, including tariff concessions that might be granted by the United, 
States and concessions that might be sought by the United States. The: 
two public hearings were held, respectively, from December 13 through 
23, 1954, and from March 28 through April 1, 1955. 

As required by section 3 (the "peril point" provision) of the Trade 
Agreements Extension Act of 1951, as amended, the President on Novem
ber 13, 1954, transmitted to the Tariff Commission the list of imported· 
articles that had been published by the Trade Agreements Committee on 
that date, and requested the Commission to conduct the required peril
point investigation. The Commission instituted its investigation on the 
same day. On February 21, 1955, the President transmitted to the 
Commission the supplemental list of articles published by the Trade 
Agreements Committee on that date, and requested the Commission tbl 
conduct the required peril-point investigation. The Commission insti-' 
tuted its peril-point investigation on. the supplemental list on the same 
day. From December 13 through December 23, 1954, and again from 
March 28 through April 1, 1955, the Commission held public hearings, . 
as required by law, to afford interested parties an opportunity to present 
their views with. regard to the listed items. On February 17, 1955, the 

8 The primary functions of the Committee for Reciprocity Information, which was created 
by Executive order in 1934, are (1) to provide an opportunity for all interested parties to 
present their views on proposed trade agreements, and (2) to bring those views to the atten
tion of the Trade Agreements Committee. 



JULY 1954-JUNE 1955 89 

Commission submitted to the President its report on the original list, and 
on April 8, 1955, it submitted to him its report on the supplemental list. 

In preparing for the negotiations with Japan and other countrie~, the 
United States interdepartmental trade agreements organization foliowed 
its usual procedures.9 As required by Executive Order 10082, and 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 Japan and from those contracting parties to the 
General Agreement with which the United States proposed to negotiate. 
The Department of Commerce submitted corresponding information on 
products exported from the United States to Japan. On the basis of 
these and other data, including written and oral information presented 
to the Committee for Reciprocity Information, the Trade Agreements 
Committee made its recommendations to the President as to the conces
sions that the United States should offer and those that it should re
quest in the negotiations. The negotiations began at Geneva on the 
basis of the proposals of the Trade Agreements Committee that were 
approved by the President. 

Concessions granted by the United States 

In 1953, total imports into the United States from japan were valued 
at 259.8 million dollars. Imports from Japan of products on which the 
United States granted concessions to Japan at Geneva in 1955 amounted 
to 122.7 million dollars in 1953, or 47 percent of total United States 
imports from Japan in that year (see table 1). 

Reductions in rates of duty that the United States granted to Japan 
apply to imports from Japan valued at 53.2 million dollars in 1953--43 
percent of total imports of concession items. As measured by United 
States imports from Japan in 1953, reductions of less than 25 percent 
accounted for 52 percent of all reductions in duties that the United States 
granted to Japan; reductions of 25 to 35 percent accounted for 15 percent; 
and reductions of more than 35 percent, for 33 percent. 

Imports from Japan of products on which the United States bound the 
existing rates of duty against increase were valued at 33.2 million dollars 
in 1953-27 percent of total imports of concession items. United States 
concessions that involved the binding of duty-free entry apply to imports 
from Japan in 1953 that were valued at 36.3 million dollars-30 percent 
of total imports of concession items. 

One concession that the United States granted to Japan involved an 
increase, in part, in the rate of duty applicable to plain china artware, 
not containing 25 percent or more of calcined bone (paragraph 212). The 

9 For a detailed discussion of the procedures followed by the trade agreements organization 
in preparing for trade-agreement negotiations, and participating in them, see Operation of the 
Trade Agreements Program (fourth report), ch. 4. · 
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existing rate of duty on those products was 40 cents per dozen separate 
pieces, but not less than 40 percent ad valorem nor more than 60 percent 
ad valorem. At Geneva the United States agreed with Japan on a rate 
of duty of 45 percent ad valorem for these products. The United States 
concession to Japan, therefore, resulted in an increased duty on the china 
artware involved that was dutiable at the minimum rate of 40 percent ad 
valorem and o~ a small portion of the artware th~t was dutiable at the 
specific rate. United States imports from Japan of the china artware of 
the kinds that will be subject to such increased duties were valued at 
abm1t $33,000 in 1953-less than one-tenth of one percent of total United 
States imports from Japan of concession items, and less than one percent 
of imports of china artware on which the United States granted 
concessions. 

Most of the concessions that the United States granted in the 1955 
negotiations at Geneva were initially negotiated with Japan. A limited 
number of concessions, however, were initially negotiated with six other 
contracting parties to the General Agreement in the triangular negotiations 
between each of those countries, Japan, and the United States. The six 
contracting parties were Canada, Denmark, Finland, Italy, Norway, and 
Sweden. United States imports (from the country of initial negotiation) 
of products on which it granted concessions to the six countries were 
valued at 1.2 million dollars in 1953-about 1 percent of imports of all 
items on which the United States granted concessions in the negotiations 
for the accession of Japan (see table 1). All the concessions involved 
reductions in duty. 

The concessions that the United States granted to Japan and the six 
countries mentioned above apply to a wide variety of products. In terms 
of the amount of trade involved,. the more important items on which the 
United States granted reductions in duty were natural and synthetic 
menthol; certain earthenware and chinaware; certain prism binoculars; 
miniature Christmas-tree bulbs; manufactures of rattan, bamboo, osier, or 
willow, n. s. p. f.; porch and window blinds, chair seats, curtains, shades, 
or screens of bamboo, straw, etc.; certain countable cotton cloth; cotton 
table damask and manufactures thereof; certain cotton gloves and mittens; 
silk woven fabrics; hanging paper, printed, lithographed, dyed, or colored; 
artificial flowers, fruits, etc., of yarns, threads, and other materials 
(except feathers); pearls, not set or strung; certain manufactures of 
rubber and guttapercha; and frog legs and whole frogs. The major prod
ucts on which the United States bound the existing rates of duty were 
sewing machines, n. s. p. f., valued over $10 but not over $75 each; fresh or 
frozen swordfish fillets; canned tuna in brine; 10 and prepared or preserved 

10 The binding of the 12%-percent rate of duty on imports of canned tuna in brine applies 
only to imports in any calendar year equal, in quantity, to 20 percent of the United States 
pack of tuna in the immediately preceding calendar year, as reported by the United States 
Fish and Wildlife Service. 
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crabmeat. The more imp0rtant commodities on which the United States 
bound the existing duty-free treatment were fresh or frozen albacore 
(tuna fish), silk waste, n. s. p. f., and raw silk.11 

TABLE 1.-UnitedStatesimports for consumption: Total imports from Japan, 
and imports of commodities on which the United States granted con-:

·cessions at Geneva (1955) from the country with which each conce'.rsion 
was initially negotiated, by kind of commitment, 1953 and 1954 1 

[In thousands of dollars] 

Items Items 
initially initially Total, all 

Item negotiated negotiated concession 
with Japan with other items 

countries 

-· 1953 

Total United States imports from Japan ____ 259, 752 ------------ ------------
Total, concession items ___ ______ _____ ____ 122, 688 1, 193 123,881 

Reduction of dutY----------- -------- ------- 53, 184 1, 193 54, 377 

Less than 25 percent_ _______ ___ ___________ 27, 521 488 28,009 
25 percent to 35 percent_ __________________ 8,128 50 8,178 
More than 3.5 percent_ ____________________ 17, 535 655 18, 190 

Binding of duty against increase _________ ___ __ 33, 171 ------------ 33, 171 
Binding of duty-free status ______ __ ___________ 36,300 ------ ------ 36,300 
Other commitments_ --- ----- _ ---- __ --------- 33 ------------ 33 

1954 

Total United States imports from Japan ___ 276,019 ------------ ------------
Total, concession items __________________ 131, 917 985 132, 902 

Reduction of duty _____ ____ ____________ . _____ 59,349 985 60, 334 

Less than 25 percent_ _____________________ 29,243 405 29,648 
25 percent to 35 percent_ _______ . ___________ · 14,231 40 14, 271 
More than 35 percent_ ____________________ 15, 875 540 16,41~ 

Binding of duty against increase ______________ 32,474 --- ---- ----- 32,474 
Binding of duty-free status ___________________ 40,059 ------------ 40,059 
Other commitments ____ --------- -- - ------ ___ 35 ------------ 35 

1 Estimated in part. All data are preliminary. 

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

11 For a complete list of the concessions that the_ United States granted to Japan and other 
countries, see U. S. Department of State, General Agreement on Tariffs and Trade: Analysis 
of Protocol (Including Scl;edules) for Accession of japan ... , Pub. 5881 (Commer~ial 
Pol. Ser. 150), 1955, pp. 79-111. 
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'COncessions obtained· by the United States 
In l953 total imports into Japan from the United States were valued 

at 759.7 million dollars.12 In that year, Japan's imports from the United 
States of products on which Japan granted concessions to the United 
States at Geneva were valued at 396.6 million dollars-52 percent of the 
total value of Japanese imports from the United States (see table 2). 
· The commitme~ts that the United States obtained fro~ Japan consist 
chiefly of bindings of existing statutory duties and bindings of duty-free 
'entry. Concessions that involve the binding of existing duties apply to 
imports into Japan from the United States valued at 139.8 million dollars 
in. 1953-35 percent of total imports of concession items. Imports from 
the United States of products on which Japan bound the existing duty
free entry amounted to 194.7 million dollars in 1953-49 percent of total 
imports of concession items; of this group,'Japanese imports of raw cotton 
from the United States amounted to 122 million dollars, or 63 percent of 
imports of items on which Japan bound the duty-free treatment. 

Reductions in duty that Japan granted to the United States apply 
to imports into Japan valued at 61.4 million dollars in 1953-16 percent 
of total imports of concession items. As measured by Japanese imports 
of the items inv:olved from the United States in 1953 (see table 2), reduc~ 
tions of less than 25 percent in existing statutory rates accounted for 59 
percent of all reductions in duties that Japan granted to the United 
States; reductions of 25 to 35 percent accounted for 31 pe;cent; and 
reductions of more than 35 percent, for 10 percent. 

Other commitments that the United States obtained from Japan apply 
to imports into Japan valued at $798,000 in 1953, or less than one-half 
of one percent of total imports of concession items. These commitments 
apply to exposed 35 millimeter motion-picture film. The concession 
that Japan granted to the United States on such film provides for a spe
cific rate of duty-30 yen per meter--whereas the existing rate was 30 
percent ad valorem. The average ad valorem equivalent of the specific 
rate provided for in the agreement is estimated to be higher than the exist
ing ad valorem duty. The change to a specific rate, however, is expected 
to obviate many difficulties involved in determining the dutiable value 
of exposed motion-picture film. 
, Most of the concessions that the United States obtained from Japan 
were granted by the latter country in return for concessions that the 
United States granted to Japan. A few of the Japanese concessions to the 
United States, however, were granted in the triangular negotiations 
between Japan, the United States, and certain third countries. Those 
concessions 'were obtained by the United States as compensation for 
concessions that it granted to Canada, Denmark, Finland, Italy, Norway, 

· u The data un Japan's imports from the United States include imports from Alaska. 
Hawaii, and Puerto Rico. 
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and Sweden. These six countries, in turn, granted concessions to Japan 
in the negotiations. Imports into Japan from the United States of prod
ucts on which Japan granted the United States concessions in the triangu
lar negotiations were valued at 1.2 million dollars in 1953-less than one
half of one percent of imports of all concession items (see table 2). Most 
of the concessions involved either reductions in duty or bindings of 
existmg statutory rates against increase. Reductions in duty, most of 
which were reductions of from 25 to 35 percent from the existing rates, 
apply to imports into Japan from the United States valued at· $538,000 
in 1953 (47 percent of total Japanese imports of items on which it granted 
concessions in triangular negotiations); concessions binding existing 
.duties against increa~e apply to imports valued ad5550,000 (48 percent); 
and concessions binding duty-free entry apply to imports valued at 
$62,000 (5 percent). 

TABLE 2.-/mports from the United States into Japan: Total, and imports 
of items on which Japan granted concessions to the United States at Geneva, 
by kind of commitment, 1953 1 

[In thousands of dollars] 

Item Bilateral Triangular Total 
negotiations negotiations concessions 

Total imports from the United States into 
Japan------------------------------- ------------ ------------ 759, 720 

Total, concession items __________________ 395,480 1, 150 396,630 

Reduction of duty __________________________ 60,849 538 61, 387 

Less than 25 percent_ _____________________ 35,954 26 35,980 25 to 35 percent_ _________________________ 18,450 512 18,962 
More than 35 percent_ ____________________ 6,445 ------------ 6,445 

Binding of duty against increase ______________ 139, 222 550 139, 772 
Binding of duty-free status ___ ; _______________ 194, 611 62 194,673 
Other commitments ______ --- ____ ___ --- ______ 798 ------------ 798 

1 Estimated in part. 

Source: Compiled from official import statistics of Japan. 

The concessions that the United States obtained from Japan apply 
to a wide variety of agricultural and manufactured products. In terms 
of the amount of trade involved, the more important items on which 
Japan bound the existing statutory rates of duty were maize (corn) for 
feed; soybeans; beef tallow; evaporated or condensed whole milk; rosin; 
certain antibiotics; carbon black; certain wool dresses, suits, and over
coats; petroleum coke; certain steel plates and sheets; certain television 
receivers; certain trucks; chassis for jeeps; certain airplanes and parts; 
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bookkeeping and accounting machines; and metalworking and grinding 
machines. The major products on which Japan bound the existing 
duty-free treatment include raw cotton; bituminous coal; synthetic 
rubber; printed books and pamphlets; and magnesia clinker. The more 
important commodities on which Japan granted reductions in duty 
were bourbon and rye whiskies; canned tomato paste and puree; lubri
cating oils and greases; tetraethyl lead; vitamins and vitamin preparations; 
aureomycin; certain measuring and testing instruments; certain television 
receivers; automotive passenger cars; certain airplanes; certain industrial 
sewing machines; and machines for statistical card systems.13 

Negotiations under article XXVIII 
Although the United States did not initiate any .negotiations under 

article XXVIII at Geneva in 1955, it did participate in the article XXVIII 
negotiations that other countries initiated to modify or withdraw tariff 
cc:mcessions that they had previously granted. These countries included 
Austria, Belgium, Canada, Cuba, the Dominican R:epublic, Finland, 
France, India, Italy, the Netherlands, . Nicaragua, · Pakistan, Peru, 
Sweden, and the Union ofSouth Africa. · B~ June 30, 1955, two of the 
negotiations under article XXVIII-those involving Belgium (for the 
Belgian Congo and Ruanda-Urundi) and Canada-had been completed. 

Belgium.-Under article XXVIII of the General Agreement, Belgium, 
on behalf of the Belgian Congo and Ruanda-Urundi, modified the con
cessions it had previously granted on three items-sugar confectionery, 
not containing cocoa; enamel colors and paints; and fancy jewelry. 
Belgium had initially negotiated the concessions on these items with 
countries other than the United States, but the United States was the 
principal supplier of the first two items in 1954. Imports into the Belgian 
Congo and Ruanda-Urundi from the United States of the three items 
on which Belgium increased the rates of duty were valued at about 
$348,000 in the first 11 months of 1954. 

As compensation for the increases in duty, Belgium granted compensa
tory concessions to the United States on certain artificial resins and plastic 
materials, certain plastic packagings, and fruit and vegetable ju.ices 
(except grenadilla, guave, pineapple, and lime) . Imports of these items 
into the Belgian Congo and Ruanda-Urundi from the United States were 
valued at $366,000 in the first 11 months of 1954. Belgium also granted 
compensatory concessions to other countries on pilchards, dentifrices, 
certain detergents and emulsifiers, plastic rondelles, iron and steel rails, 
condensation and polycondensation products, and fruit juices other than 
those on which it granted a concession to the United States. United 
States trade interest in those items was .small in 1954. Ali the compensa-

is F~r a detailed account of the concessions that the United States obtained from Japan, 
see U.S. Department of State, CATT: Analysis of Protocol for Accession of Japan, pp. 5-50. 
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tory concessions that Belgium granted were bindings of existing rates 
qf duty. 

Canada.-Under article XXVIII of the Gene.ral Agreement, .Canada 
modified its concessions on canned mixed fruits containing peaches, 
apricots, or pears; and ethylene glycol for use in the manufact,ure of antj
freezing compounds. Both of these concessions had been initially nego
tiated with the United States. Canadian imports of these products from 
the United States were valued at 4.8 million dollars in 1954. 

The compensation that Canada granted to the United States was 
negotiated as part of a "package" settlement that involved both Canada's 
article XXVIII actions and the United States renegotiation of its con
cession on certain fish sticks.14 Within the "package" settlement, Canada 
granted the United States concessions on melons, not otherwise specified; 
canned peaches; air-cooled internal combustion engines. of not greater 
than 1~ horsepower, when for use on power lawn mowers; electric dental 
engines; dental chairs and dental units; and antifreezing compounds with 
ethylene glycol base. Canadian imports of these products from the 
United States were valued· at about 4.2 million dollars in 1954. 

Renegotiations by the United States 
The notice of United States intention to undertake trade-agreement 

negotiations that the Interdepartmental Committee on' Trade Agree
ments issued on November 13, 1954, included an announcement that ·the 
United States intended to conduct four renegotiations made necessary 
by · various United States actions. Two of the proposed renegotiations 
related to modifications of United States trade-agreement obligations 
that were made necessary by the passage of Public Law 689, 83d Cong~ess 
(relating to certain fish sticks, fillets, and similar products), and the 
passage of Public ' Law 479, 83d Congress (relating to certain footwear). 
The third renegotiation related to the United States escape-clause action 
with respect to dried figs. The fourth renegotiation related to conces
sions that the · United States had granted to Uruguay on certain meat 
products at Annecy .in 1949. Because of the long delay by Uruguay in 
acceding to the General Agreement and because of the serious plight of 
the United 'States ca'ti:Ie and beef industry at the time Uruguay finally 
acceded to the General Agreement in December 1953, the United States 
did not place in effect the concessions that it had granted to Uruguay 
on canned ·beef, pickled and cured beef and veal, and meat extract. 

At Geneva:, the United States completed the first three renegotiations, 
but did not take action on the fourth. The results of the completed 
renegotiations are · summarized below. 

Fish sticks.-Public Law 689, 83d Congress, provided for a rate of 
duty, under paragraph 720, on breaded fish sticks, fillets, and similar 

If See the following section of this report. ·:. 
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products not containing added oil, of 20 percent ad valorem if uncooked 
and 30 percent ad valorem if cooked in any degree. These rates of duty 
were to become effective as soon as practicable after the completion; of 
negotiations to modify the applicable obligations of the United States 
under its international agreements. · The rate of duty that had been 
applicable to such products, which was bound against increase in the 
General Agreement, was 1 cent per pound i'Lfo bulk or in containers 
weighing over 15 pounds each,, and 12~ percent ad valorem if in con" 
tainers weighing not over 15 pounds each. 

In August 1954, the Contracting Parties authprized the United States 
to renegotiate ,its tariff concessions relating ·to the products affected by 
Public Law 689, under the "sympathetic consideration" procedures of 
the General Agreement (art. XXII). The.United .Kingdom and Canada 
asked to be parties to the renegotiation. As ·a result of the renegotia
tion, the United States modified its concession relating to the fish prod
ucts covered by Public Law 689 so as to conform with that legislation. 
The United Kingdom agreed that, in view of the indirect benefits that it 
would derive from United States· concessions,. to. Japan·, it would not seek 
direct compensatory concessions froll}. the ,Uµited States. The com
pensatory concession.s that the United S,tates. granted to Canada were 
negotiated .as part of a "package" settlement · i~vo}ving both. Ca.n.ada'

1
s 

article XX.VIII actions and the United States renegotiation of its. con
cession on fish sticks. Within the "packa.ge• settlement, the Unit~d 
States: granted to Canada a reduction in the duty on certain pickled and 
salted. herring, and a binding of the existing duty on fresh or frozen 
crabmeat. In 1954,' United States impqrts of these products from 
Canada were valued at 1.3 million dollars. . 
. Certain footwear.-Public Law 479, 83d Congress, .provided that any 
footwear of which a major portion, in area, of the wearing surface of the 
outer sole is composed of rubber shall be regarded as having soles wholly 
or in chief value of rubber for the purpose of paragraph 1530 (e). The 
law became effective in January 1955. . . 

At the time Public Law 479 was under consideration by the Congress, 
to~twear with fabric uppers and soles wholly or in .chief value of rubber 
were dutiable at 35 percent ad valorem, based on the American selling 
pr~ce. Beginning in 1953, ,imports of certain ''rubber-soled" tennis 
shoes or sneakers that had a leather filler or midsole between the inner 
and outer soles entered the United States. Because the leather midsole 
was of greater. value than the rubber in the sole, imports of thos.e shoe.s 
were dutiable as footwear with soles wholly or in chief value of leather 
(20 p_ercent ad valorem), thus avoiding the higher duty applicable to 
footwear with soles wholly or in chief value of ru,bber. The purpose of 
the legislation was t~ require that all shoes with fabric uppers and outer 
soles of rubber, even though the sole might be in chief value of leather, 
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would be dutiable as footwear w.ith spies wholly or in chief value. of 
rubber. The provisions of Public Law 479 were in conflict with a con
cession that the United States _granted in the General Agreemen,t on 
leather-soled shoes with fabric uppers. In August 1954, at the request 
of the United States, the Contracting. Parties authorized the United 
States to renegotiate its tariff concession relating to the products affected 
by Public Law 479, under the "sympathetic consideration" procedures of 
the General Agreement. The Netherlands and the United Kingdom 
asked to be parties to the renegotiation. 

As a result of the renegotiation, the United States modified its trade
agreement obligations to conform with the provisions of Public Law 479. 
The United Kingdom agreed that, in view of the indirect benefits that 
it would derive from United States concessions to Japan, it would not 
seek direct compensatory concessions from the United States. The 
United States granted the Netherlands compensatory concessions ori 
poultry eggs (except chicken eggs) in the shell and cotton fish nets and 
nettings. The concession on the latter items was the same as that 
granted to Japan in the trade-agreement negotiations with that country. 
In 1954, United States imports of these products from the Netherlands 
were valued at about $64,000. 

Dried figs.-As the result of an escape-clause investigation, the United 
States in August 1952 modified its concession on. dried figs and placed in 
-effect a duty of 4~ cents per pound. Pursuant to the concession that the' 
United States had granted in the General Agreement, the duty on dried 
figs had been reduced to 2K cents per pound. The countries primarily 
affected by the escape acti0n were Turkey and Greece. 

The United States action on dried figs was discussed in 1952 at the 
Seventh Session of the Contracting Parties. At that time, the Turkish 
Government decided to increase, provisionally, certain of its rates of 
duty on imports from the United States, in retaliation for the United 
States escape action on dried figs. At the Seventh Session, the United 
States and Greece and the United States and Italy also initiated discus
sions of the matter. 

In November 1954, at the Ninth Session of the Contracting Parties, 
the United States reported that it probably could not restore the conces
sion on dried figs in the immediate future, and that it would undertake 
to negotiate compensatory concessions with the countries concerned. 
In those negotiations, which were completed during the course of the 
Geneva Conference in 1955, the United States made no concessions 
affecting its i~port duties. . The United States agreed, however, to retalia
tory action by Turkey and Greece, as follows: The increased import 
duties that Turkey bad previously imposed on a . provisional basis would 
remain in effect, and the Greek tariff rates would be increased on patent 
leather and calf, kip, sheep, and goat skins. The United States also 
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informed Italy, which had requested the United States to consider granting 
a concession on glass mosaics, that it would benefit from a concession the 
.United States had granted to Japan on that item. 

NEGOTIATIONS BETWEEN THE UNITED STATES AND 
SWITZERLAND 

Character and Scope of the Negotiations 
On July 27, 1954, the United States increased its import duties on 

certain watches and watch movements under the escape-clause provision 
of the 1936 bilateral trade agreement between Switzerland and the United 
States. The escape-clause provision of that trade agreement provides 
that. the country taking escape action shall consult with the other country 
regarding compensatory concessions that would, to the extent practicable, 
maip.tain the general level of reciprocal and mutually advantageous 
concessions in the agreement. After the United States escape action, 
Switzerland requested such consultations. 

On February 21, 1955, in accordance with United States trade-agree
ment procedures, the Interdepartmental Committee on Trade Agree
ments issued formal notice of United States intention to undertake 
trade-agreement negotiations with Switzerland to compensate that 
country for the increased United States duties on certain watches and 
watch movements. In an annex to its public notice, the Trade Agree
ments Committee listed the imported commodities that the United States 
proposed to consider for concessions in .the negotiations. The list involved 
11 tariff paragraphs or subparagraphs, each of which included one or more 
commodities, and covered approximately 70 statistical classifications, or 
parts thereof. 

At the same time that the above-mentioned public notice was issued, 
the Committee for Reciprocity Information (CRI) issued notice of a public 
hearing to be held by that Committee beginning on March 28, 1955. 
The CRI hearing was held to receive oral statements from interested 
persons on the possible tariff concessions that might be granted by the 
United States, and any other matters that might appropriately be con
sidered in the negotiations. The public hearing, which was held from 
March 28 through April 1, was conducted in conjunction with similar 
hearings relating to the supplemental public notice of negotiations in
volving Japan. 

As required by section 3 (the peril-point provision) of the Trade 
Agreements Extension Act of 1951, the President on February 21, 1955, 
transmitted to the Tariff Commission the list of imported· articles to be 
consi_dered in th~ negotiations, and requested the Commission to con
duct the required peril-point investigation. The Commission instituted 
~ts investigation on the sam~ day. From March 28 through April 1, the 
Commission he1d public.hearings to give interested parties an opportunity 
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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 April 13, 1955. 

In preparing for the negotiations with Switzerland, 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 Switzerland. On the basis of 
these and other data, including information presented to the Committee 
for Reciprocity Information, the Trade Agreements Committee made its 
recommendations to the President as to the compensatory concessions 
that should be offered to Switzerland in the negotiations. The United 
States entered into negotiations with Switzerland, on the basis of the 
recommendations of the Trade Agreements Committee that were approved 
by the President. 

Negotiations between the United States and Switzerland began at 
Geneva on April 28, 1955. The supplementary bilateral trade agreement 
between the two countries was signed on June 8. On June 25, the Presi
dent signed a proclamation placing into effect, as of July 11, 1955, the 
compensatory concessions to Switzerland that the United States granted. 

During the course of the negotiations, the United States and Switzer
land also discussed possible modifications of Switzerland's trade-agreement 
concessions to the United States. These discussions related particularly 
to modifications that might be necessary as a result of the projected re
vision of the Swiss tariff. No modifications in Switzerland's concessions 
to the United States were made in the negotiations. In a separate ex
change of notes, however, the United States and Switzerland agreed 
that each country would be prepared, upon request of the other, to con
sult regarding modification of Switzerland's concessions to the United 
States in the existing bilateral trade agreement. 

Compensatory Concessions Granted by the United States 

In 1954, total United States imports from Switzerland were valued at 
146.3 million dollars. Imports from Switzerland of the watches and 
watch movements on which the United States imposed increased duties 
in the escape action were valued at 54.5 million dollars in 1954, or about 
37 percent of total United States imports from Switzerland in that year. 

United States imports from Switzerland of products on which the 
United States granted compensatory concessions to Switzerland at Geneva 
amounted to 8.2 million dollars in 1954, or about 6 percent of total 
United States imports from Switzerland in that year (see table 3). Except 
for concessions that bound against increase the existing duties on certain 
parts of specified clockwork mechanisms (imports of which from Switzer
land were nil in 1954), all the concessions that the United States granted 
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were reductions in rates of duty. Reductions in duty of more than 35 
percent apply to imports from Switzerland valued at 6.3 million dollars 
in 1954--77 percent of total imports of concession items. Reductions in· 
duty of from 25 to 35 percent appiy to imports from Switzerland valued 
at 1.6 million dollars (20 percent), and reductions of less than 25 percent, 
to imports valued at 0.3 million dollars (3 percent). 
. In the negotiations at :Geneva, the United States granted concessions 
to Switzerland on eight categories of commodities supplied predominantly 
oy that country: Hat braids, handkerchiefs, embroideries, motion-picture 
cameras, textile assistants and coal-tar derivatives, clockwork mecha
nisms, surveying instruments, and knit underwear of cotton or other vege-· 
table fiber. 

TABLE 3.-United States imports for consumption from Switzerland: Total, 
and imports of commodities on which the United States granted concessions 
to Switzerland, by kind of commitment, 1954 1 

. 

[In thousands of dollars] 

Item Foreign value 

Total imports from Switzerland--- -- ----------------------------- 146, ~23 

Total, concession items-------- - ------- ------------------------- 8, 168 

Reduction of dutr---------------- - ------- --- ------------~------ --- 8, 168 

Less than 25 percenL--- - ---------------------------------------- 255 
25 to 35 percent- -------------------- ------- --- ----------------- - 1,596 
More than 35 percenL---------- ----- -------- - ------------------- 6, 317 

Binding of duty against increase ________ ______ ----------------------- __ --- ------- --
Binding of duty-free treatment_ ________ ----------------------------- __ - - ----------

· l Esti~ated in part. All data are preliminary. 

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



Chapters 

Actions of the United States Relating to Its 
Trade Agreements Program 

UNITED STATES TRADE-AGREEMENT OBLIGATIONS 

On June 30, 1955, the United States was a party to trade agreements 
with 42 countries, which agreements it had negotiated under the authority 
of the Trade Agreements Act, as amended and extended.1 These coun
tries may be considered in two groups. 

1. The first group consists of 32 countries that were contracting parties 
to the General Agreement on Tariffs and Trade on the aforementioned 
date.2 These countries, together with the dates on which the United 
States gave effect to the tariff concessions that it had initially negotiated 
with them, are listed below: 

Country Date Oountrv Date 
Australia ___________________ Jan. 1, 1948 Cuba! ____________________ Jan. 1, 1948 
Austria ____________________ Oct. 19, 1951 J)enmark ___ ________ ____ ___ May 28, 1950 
Belgium 1 __ _____ _ __________ Jan. 1, 1948 J)ominican Republic ________ May 19, 1950 
Brazil! ____________________ July 31, 1948 Finland 1 __ _ _ ______ ___ _____ May 25, 1950 
Burma ____________________ July 30, 1948 France 1 ___________________ Jan. 1, 1948 
Canada 1 _· __ _____ ____ ___ ___ J an. 1, 1948 Germany (Federal Republic)_ Oct. 1, 1951 
Ceylon ____________________ July 30, 1948 Greece ____________________ Mar. 9, 1950 
Chile ______________________ Mar. 16, 1949 Haiti 1- --~------- ----- ----- Jan. 1, 1950 

See footnotes at end of table. 

I For more detailed data on the trade agreements that the United States has concluded 
with foreign countries, see U.S. Tariff Commission, Trade Agreements Manual: A Summary 
of Selected Data Relating to Trade Agreements That the United States Has Negotiated Since 
1934, 1955 (processed) . 

2 Four countries had withdrawn from the General Agreement before June 30, 1955-
the Republic of China, Lebanon, Liberia, and Syria. Czechoslovakia acceded to the Gen
eral 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 
its obligations to Czechoslovakia under the General Agreement. Subsequently, effective 
November 2, 1951, the United States suspended the application of trade-agreement con
cessions to imports from Czechoslovakia. 
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Country Dau 
India ______________________ July 9, 1948 
Indonesia 2 _________________ Mar. 11, 1948 
Italy ___ _________________ __ May 30, 1950 
Luxembourg _______________ Jan. 1,1948 

Netherlands'--------- - - - - - Do. 
New Zealand _______________ July 31, 1948 

Nicaragua ~ ----.--- - -- - ----- May 28, 1950 
Norway ________ ___________ July 11, 1948 

Oountrv Datt 
Pakistan ___________________ July 31, 1948 
Peru ___ ____ ______________ _ Oct. 7, 1951 
Rhodesia and Nyasaland s ___ July 12, 1948 
Sweden'------- - ----------- Apr. 30, 1950 
Turkey'----- - ----------- - - Oct. 17, 1951 
Union of South Africa _______ June 14, 1948 
United Kingdom'----- - ---- Jan. 1, 1948 
Uruguay'---- ~ ----------· ___ Dec. 16, 1953 

1 The bilateral trade agreements that the United States had previously concluded with 
these countries have been either suspended or terminated. 

2 The Netherlands negotiated concessions on behalf of the.Net herlands Indies (Indonesia) 
at Geneva in 19*7. On February 24, 1950, the Contracting Parties recognized the United 
States of Indonesia (now the Republic of Indonesia) as a contracting party to the General 
Ag_i:eement in its own right. . 

3The Federation of Rhodesia and Nyasaland, composed of Southern Rhodesia, Northern 
Rhodesia, and Nyasaland, formally came into existence on September 3, 1953. On October 
30, 1953, it succeeded to the status of Southern Rhodesia as a contracting party to the 
General Agreement, and to the interests of Northern Rhodesia and Nyasaland, to which 
the agreement previously had applied as areas for which the United Kingdom had interna
tional responsibility. 

2. The second group consists of those 10 countries that had trade 
agreements with the United States but which were not contracting parties 
to the General Agreement. These countries, together with the effective 
dates of the respective bilateral trade agreements, are as follows: 

Country Date 
Argentina ___ ______ ___ ____ __ Nov. 15, 1941 

Ecuador'-- ------- ----- - - -- Oct. 23, 1938 
El Salvador_- -------~ ---- -- May 31, 1937 
Guatemala 2 ______ _ ____ _ _ __ _ June 15, 1936 
Honduras ___ _______ ______ __ Mar. 2, 1936 

Country Date 
Iceland __ ______ ___ _________ Nov. 19, 1943 

Iran _~ - - ----- -------- -- --- June 28,1944 
Paraguay __________________ A.pr. 9,1947 
Switzerland 3 _ _______ ______ _ Feb. 15, 1936 

Venezuela•- - -- -- - - -------- Dec. 16, 1939 

I On August 27, 1955, the President issued a proclamation terminating the bilateral trade 
agreement with Ecuador as of January 18, 1956. 

2 The bilateral trade agreement with Guatemala was terminated by joint agreement on 
October 15, 1955 . 

3 A supplementary trade agreement between the United States and Switzerland became 
effective July 11, 1955. 

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

On June 7, 1955, the United States, 16 other contracting parties to the 
General Agreement, and Japan concluded multilateral tariff negotiations 
at Geneva under the General Agreement, for the accession thereto of 
Japan. The United StateS- signed the- Protocol (Includ-irrg Schedule ) 
for the Accession of Japan on June 8, 1955. At the end of the period 
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eovered by this report the tariff concessions that the United States and 
Japan granted to each other, as well as the tariff concessions that the 
United States granted to six other contracting parties that took part in 
the negotiations, had not yet become effective.3 

On June 30, 1955, the end of the period covered by this report, one 
country with which the United States had concluded negotiations for 
tariff concessions under the General Agreement in 1951 at Torquay
Korea-had not yet signed the pertinent protocol. 

During the period covered by this report, the United States continued
as required by section 5 of the Trade Agreements Extension Act of 1951-
to suspend the application to imports from Communist-controlled 
countries or areas of reduced rates of duty and import tax established 
pursuant to any trade agreement. The United States also continued
pur-suant to section 11 of the extension act of 1951-to prohibit the 
entry, or withdrawal from warehouse, for consumption, of specified furs 
that are the product of the Soviet Union or of Communist China.4 

• 
WITHDRAWAL OR MODIFICATION OF TRADE

AGREEMENT CONCESSIONS 

Watches, Watch Movements, and Parts 

On July 27, 1954, the President issued a proclamation modifying the 
concession on watches, watch movements, and parts that the United 
States had granted to Switzerland in the 1936 bilateral trade agreement 
with that country. The concession was modified under the provisions of 
the escape clause in the-bilateral trade agreement with Switzerland, after 
an. escape-clause investigation by the Tariff Commission under the 
provisions of section 7 of the Trade Agreements Extension Act of 1951, as 
amended.5 As a result of the modification, certain of the United States 
rates of duty on imports of watches and watch movements were increased 
50 percent above the rates specified in the trade agreement with Switzer
land, but in no case exceeding the rates of duty originally imposed on 
imports of the specified articles by the Tariff Act of 1930. 

3 Concessions that the United States granted to Japan at Geneva became effective on 
September 10, 1955. For a discussion of the tariff negotiations for the accession of Japan, 
see ch. 4 of this report. 

' For details of United States action under sections 5 and 11 of the Trade Agreements 
Extension Act of 1951, see Operation of the Trade Agreements Program (sixth report), pp. 77 
and 78. 

5 See the section of this chapter on activities under the escape· clause in trade agreements. 

378540-56-8 
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On June 8, 1955, at Geneva, the United States and Switzerland con-. 
eluded a supplementary bilateral trade agreement providing for additional 
tariff concessions by the United States to compensate .Switzerland for the 
increase in the United States rates of duty on watches, mentioned above. 
At the end of the period covered by this report these compensatory 
concessions had not yet become effective.6 

Certain Footwear, Fish Sticks 

Public Law 479, 83d Congress, provided, i~ effect, for increased duties 
on imports of certain footwear, and Public Law 689, 83d Congress, 
provided for increased duties on imports of certain specified fish sticks, 
fillets, and similar products. Conc:essions on these products had been 
granted by the United States in the General Agreement on Tariffs and· 
Trade at Geneva in 1947. Because the changes prescribed by law in the 
duties on these products conflicted with the trade-agreement obligations 
of the United States, the . United States in August 1954 sought and 
obtained permission from the Contracting Parties to renegotiate the 
concessions on these products with th~ countries concerned. · 

At Geneva, in 1955, the United States renegotiated the concession on 
certain footwear with the Netherla:nds and the-United Ki:agdom, and the 
concession on fish. sticks with the United Kingdom and Canada. As a 
result of these renegotiations, the United States modified the concessions on 
certain footwear and fish sticks to conform with the provisions of the laws 
mentioned above, and granted compensatory concessions to certain of the 
countries involved.7 

The increased duty on certain specified fish sticks, fillets, and -similar 
products not containing added oil-20 percent ad valorem if not cooked 
and 30 percent ad valorem if cooked to any degree-became effective on 
July 24, 1955. · The duty applicable under the General Agreement was 
1 cent per pound if in bulk or in containers weighing over 15 pounds each, 
and 12~ per.cent ad valorem if in containers weighing not over 15 pounds 
each. The increased .duty on the specified footwear-35 percent ad 
valorem, based on the American selling price-became effective on 
January 4, 1955. The duty on the specified footwear under the General 
Agreement had been 20 percent ad valorem. Pursuant to the trade
agreement negotiations with Japan at Geneva in 1955, however, the rate 
of duty on all rubber-soled footwear with fabric uppers (including the 
specified fqotwear mentioned above) was subsequently reduced to 20 
percent ad valorem, based on the American selling price. 

6 The supplementary bilateral trade agreement with Switzerland became effective July 11, 
1955. For a discussion of the agreement, .see ch. 4 of this report. 

7 For a detailed discussion of these renegotiations, see the section on renegotiations by the 
United States in ch. 4 of this report. The compensatory concessions became effective on 
July 24, 1955. 
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ACTIVITIES UNDER THE PERIL-POINT PROVISION 

Sections 3 and 4 of the Trade Agreements Extension Act of 1951 set 
forth the statutory requirements regarding the so-called peril-point 
determinations in connection with proposed trade agreements negotia
tions. The peril-point provisions of the 1951 act require the President, 
before entering into any trade-agreement negotiation, to transmit to the 
Tariff Commission a list of the commodities that may be considered for 
concessions. The Commission is then required to make an investigation, 
including the holding of a public hearing, and to 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 competitive products, 
or (2) the minimum increase in duty or additional import restriction that 
may be necessary on any of the listed products in order to avoid serious 
injury or the threat of serious injury to such domestic industry. 

The President may not conclude a trade agreement u_ntil the Commission 
has made its report to him, or until after the lapse of 120 days from the 
date he transmits the list of products to the Commission. If the President 
concludes a trade agreement that provides for greater reductions in duty 
than the Commission specified in its report, or that · fails to provide for 
the additional import restrictions specified, he must transmit to the 
Congress a copy of the trade agreement in question, identifying the articles 
concerr"ied and stating his reasons for not carrying out the Commission's 
recommendation. Promptly thereafter, the Commission must deposit 
with the Senate Committee on Finance and the House Committee on 
Ways and Means a copy of the portions of its report to the President that 
deal with the articles with respect to which the President did not follow 
the Commission's recommendations. 

During the period covered by this report, the Tariff Commission con
ducted three peril-point investigations. On November 13, 1954, the 
Commission instituted a peril-point investigation of the articles contained 
in the President's list of the same date; these articles comprised those 
that were to be considered for possible concessions in the tariff negotia
tions, under the General Agreement, with Japan and other countries at 
Geneva, beginning February 21, 1955. A public hearing was held from 
December 13 to 23, 1954. The Commission submitted its report to the 
President on February 17, 1955. 

On February 21, 1955, the Commission instituted two peril-point 
investigations of the articles contained in the President's two lists of the 
same date. The first of these lists comprised additional articles that were 
to be considered for possible concessions in the tariff negotiations, under 
the General Agreement, with Japan and other countries at Geneva. The 
second list comprised articles that were to be considered for possible 
concessions in tariff negotiations with Switzerland at Geneva; these nego-



106 TRADE AGREEMENTS PROGRAM, EIGIITH REPORT 

tiations were for the purpose of compensating Switzerla:nd for the increase 
in the United States rates of duty on .certain. watches and watch move
ments. A public hearing in connection with. both investigations was held 
from March 28 to April 1, 1955. The Commission transmitted its reports 
on the two investigations to the President on April 8 and April 13, 1955,· 
respectively. 

ACTIVITIES UNDER THE ESCAPE CLAUSE OF TRADE 
AGREEMENTS 

Since 1943 all trade agreements concluded by the United States have 
conta'ned a safeguarding clause, commonly known as the standard escape 
clause. This clause provides, in essence; that either party to the agree
ment 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, either actual or relative, as to cause or threaten
serious injury to the domestic. industry producing like or directly com
petitive articles. 

The Trade Agreements Extension Act ofl951 makes it mandatory for 
an escape clause to be included in all trade agreements that the United 
States concludes in the future, and, as soon as practicable, in all trade 
agreements currently in force. The clause must conform to the policy 
set forth in section 6 (a) of the act. That section provides that no tr~de
agreement concession made by the United States shall be permitted to 
continue in effect when the product involv:ed 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 escape clauses in existing 
trade agreements. 

During the period covered by this report, tile procedure for adminis
tering the escape clause was prescribed by section 7 of the Trade Agree
ments· Extension Act of 1951, as amended, and by Executive Order 10401. 

Section 7 of the Trade Agreements Extension Act of 1951, as amended, 
provides that the Tariff Commission, upon the 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 its own motion, or upon application by ally interested party, 
must promptly conduct an investigation to determine whether any prod
uct on which a trp.de-agreement concession has been granted is, as a 
result, in whole or in part, of the customs treatment reflecting such con
cession, being imported in such increased quantities, either actual or rela
tive, as to cause or threaten serious injury to the domestic industry pro-
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ducing like or directly competitive products. The Commission must 
complete its investigation and make a report thereon within 9 months 
·of .the date the application is received. As a part of each investigation, 
the Commission usually holds a public hearing at which interested parties 
:are afforded an opportunity to be heard. Section 7 (a) of the Trade 
Agreements Extension Act of 1951, as amended, requires such hearing to 
be held whenever the Commission finds evidence of serious injury or 
threat of serious injury, or whenever so directed by resolution of either 
the Senate Committee on Finance or the House Committee on Ways and 
Means. In arriving at its findings and conclusions, the Commission is 
required to consider several factors expressly set forth in section 7 (b) of 
the extension act of 1951, as amended. 

Should the Commission find, as a result of its investigation, the existence 
or the threat of serious injury as a result of increased imports, either actual 
or relative, due in ·whole or in part to the customs treatment reflecting 
the concession, it must recommend to the President, to the extent and 
for the time necessary to prevent or remedy such injury, the withdrawal 
or modification of the concession,. or the suspension of the concession in 
whole or in part, or the estabiishment of an import quota. During most 
of the period covered by this report, the Commission was required to 
transmit to the Senate Committee on Finance and to the House Com
mittee on Ways and Means an exact copy of its report and recommenda
tions to the President within 60 days after the report was transmitted to 
the President, or sooner if the ,President gave effect to its recommenda
tions. The Trade Agreements Extension Act of 1955, which was ap
proved June 21, 1955, requires the Commission to make public immedi
ately its findings and recommendations to the President, including any 
dissenting or separate findings and recommendations, and to publish a 
summary thereof in. the Federal Register. When, in the Commission's 
judgment, there is no sufficient reason to recommend to the President 
that a trade-agreement concession be modified or withdrawn, the Com
mission must make and publish a report stating its findings and con
clusions. 

Executive Order 10401, which is discussed fully in a later section of 
this chapter,8 directs the 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. 

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

As required by section 6 (b) of the Trade Agreements Extension Act 
of 1951, the President on July 8, 1954, and again on January 10, 1955, 

8 See the section on review of escape-clause actions under Executive Order 10401. 
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submitted to the Congress a report on ·the inclusion of eseape clauses in 
trade agreements. 

In his reports, the President stated that escape clauses conforming to 
the policy set forth in section 6 (a) of the extension act of 1951 were in
cluded in all trade agreements in force under the act, except those with 
Ecuador, El Salvador, Guatemala, and Honduras. The President re
ported that the United States had informed Ecuador that it would be 
necessary to amend the trade agreement with ·that country to include an 
escape clause, and that discussions between the United States and Ecua
dor regarding the trade agreement were still in progress. The President 
reported further that, for reasons given in his earlier .reports, no . action 
had been taken to insert escape clauses in the trade agreements with El 
Salvador, Guatemala, and Honduras.9 

Applications for Investigations 

On July 1, 19'54; 10 escape-clause investigations were pending before 
the Tariff Commission. During the ensuing 12 months, the Commission 
instituted 4 additional investigations.10 Of the total of 14 escape-clause 
investigations that were pending before the Commission at one time or 
another during the period' covered by this report, the Commission, as of 
June· 30,. 1955, 'had completed 13 investigations; 11 the remaining investi
gation was in process. The nature and status of 'the individual escape
clause investigations that' were pending before the Commission at one 
time or another during the period July 1, 1954, to June 30, 1955, are shown 
in the following compilation.12 

D See U. S. Congress, Mu.rage from the President of the United States Transmitting Repo/ 
on the lnclu..rion of Escape Clau..ru in Existing Trade Agreement! • • • , H. Doc. 42, 83d 
Cong., 1st sess., 1953. 

io Between April 20, 1948, when the first application for an escape-clause investigation 
was made, and June 30, 1955, the Tariff Commission received a total of 60 applications. 

11 See the section of this chapter on investigations completed. 
12 This tabulation shows the status of only those escape-clause investigations that were 

pending before the Commission at one time ot another during· the period, covered., by this 
report. Lists of applications received before the period covered by this repor_t, and their 
status on various dates, are given in earlier reports on the operation of the trade agreements 
program. For a resume of the status of all escape-clause applications filed with the Com
mission between April 20, 1948, and August 1, 1955, see U. S. Tariff Commission, Inoe.rti
gation.J Under the "Escape Glau.re" of Trade Agreement!: Outcome or Cuffent Statu1 of Appli-. 
cations Filed with the United State1 Tariff CommiJJion for Inoe.rtigation1. Under the "Escape 
Glau.re" of Trade Agreement!, a.r of August 1, 1955 (processed}. 
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Escape-clause investigations pending before the Tariff Commission at one 
time or another during the period July 1, 1954-june 30, 1955 

Commodity 

1. Fresh or froien groundfish 
fillets (second investiga
tion). 

2. Watches, movements, and 
parts (second investiga
tion). 

3. Lead and zinc _____________ _ 

4. Alsike clover seed _________ _ 

Status 

Origin of in11utigation: Application by Massachusetts 
Fisheries Association, Inc., Boston, Mass., and others. 

Application received: May 27, 1953. 
Investigation instituted: June 16, 1953. 
Hearing held: Oct. 20-26, 1953. 
Investigation completed: May 7, 1954. 
&commendation of the Commission: Modification in 

concession recommended to the President. 
/Tote of the Commission: 3-2. 
Action of the President: Recommendation rejected by 

the ·President July 2, 1954. 
Origin of investigation: Application by Elgin National 

Watch Co., Elgin, Ill., Hamilton Watch Co., Lan
caster, Pa., and Waltham Watch Co., Waltham, 
Mass. 

Application received: Sept. 1, 1953. 
Investigation instituted: Sept. 9, 1953. 
Hearing held: Feb. 9-12, 1954. 
Investigation completed: May 28, 1954. 
&commendation of the Commission: Modification in con

cession recommended to the President. 
/Tote of the Commissiori: 4-2. 
Action of the President: Concession modified by Presi

dential proclamation of July 27, 1954. 
Origin of investigation: Application by National Lead 

and Zmc Committee, Salt Lake City, Utah. 
Application received: Sept. 14, 1953. 
Investigation instituted: Sept. 16, 1953. 
Hearing held: Nov. 3-6, 1953. 
Investigation completed: May 21, 1954. 
Recommendation of the Commission: Modification in con

cession recommended to the President. 
TT ote of the Commission: 6--0. 
Action of the President: President deferred action on 

Commission's recommendation July 19, 1954. Rec
ommendation rejected by the President Aug. 20, 
1954. 

Origin of investigation: Application by W.W. Thompson, 
Klamath Falls, Oreg., and others. 

Application received: Nov. 23, 1953. 
Investigation .instituted: Dec. 2, 1953. 
Hearing held: Feb. 16, 1954. 
Investigation completed: May 21, 1954. 
Recommendation of the Commission: Modification in con

cession recommended to the President. 
/Tote of the Commission: 6--0. 
Action of the President: Recommendation accepted in 

part by the President. Concession modified by 
Presidential proclamation of June 30, 1954. Presi
dent on July 14, 1954, requested Commission to con
tinue investigation and to submit supplementary . 
report to him by May 2, 1955. 

Commission ordered investigation continued: Aug. 3, 1954. 
Hearing held: Mar. 10, 1955. 
Investigation completed: Apr. 28, 1955. 
&commendation of the Commission: Further modifica

tion in concession recommended to the President. 
/Tote of the Commission: 5-0. 
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·Escape-clause investigations pending before the Tariff Commission at. one 
time or another during the period July 1, 1954-june 30, 1955-Cbntinued 

4. Alsike clover seed.-Con ___ ._ 

5. Spring clothespins (third 
investigation). 

6. Ground chic<'>rr-.- ----------

7. Screws, commonly called 
wood screws, of iron or . 
steel (third investigation). 

8. Wool gloves and mittens 
and glove and mitten lin
ings of wool. 

9. Glue of animal origin, n. s. · 
p. f., and gelatin, n. s. p. f., 
valued under 40 cents per 
pound. 

10. Bicycles (second investiga
tion). 

Status 

,Action .of the President: Recommendation accepted . in 
part by the President. Concession further modified 

· by proclamation of June 29, 1955. 
Origin .of investigation: Application by Clothespin 

Manufacturers of America, Washington, D. C. 
·Application received: Jan. 7, 1954. 
Investigation instituted: Jan. 25, 1954. 
Hearing held: Apr. 20 and 21, 1954. 
Investigation completed: Oct. 6, 1954. 
Vote of the Commission: 3-3. 
Action·of the President: President decided not to modify 

the concession Nov. 20, 1954. 
Origin of investigation: Application by E. B. Muller & 

Co.,. Port Huron, Mich., and others. 
Application received: Jan. 19, 1954. 
Investigation instituted: Jan. 25, 1954. 
Hearing held: Apr. 27, 1954. 
Investigation co1npleted: Sept. 7, 1954. 
Recommendation of the Com1nission: No modification in 

concession recommended. 
Vote of the Commission: 5--0. 
Origin of investigation: Application by United States 

Wood Screw Service Bureau, New York, N. Y. 
Applicati'on received: Jan. 29, 1954. 
Investigation instituted: Feb. 25, 1954. 
Hearing held: May 26 and 27, 1954. 
Investigation completed: Oct. 28, 1954. 
Vote of the Commission: 3-3. 
Action of the President: President decided not to modify 

the concession Dec. 23, 1954. 
Origin of investigation: Application by American Knit 

Handwear Association, Inc., Gloversville, N. Y. 
Application received: Mar. 29, 1954. 
Investigation instituted: Apr. 12, 1954. 
Hearing held: Sept. 14 and 15, 1954. 
In:Jestigation completed: Dec. 28, 1954. 
Recommendation of the Commission: No modification in 

concession recommended. 
Vote of the Commission: 5-1. 
Origin of investigation: Application by National Associa-

tion of Glue Manufacturers, Inc., New York, N. Y. 
Application received: Apr. 9, 1954. 
Inoestigation instituted: May 5, 1954. 
Hearing held: Oct. 4 and 5, 1954. 
Investigation completed: Jan. 7, 1955. 
Recommendation of the Commission: No modification in 

concession recommended. 
Vote of the Commission: 6--0. 
Origin of in:Jestigation: Application by Bicycle Manu-

facturers Association of America, New York, N. Y. 
Application recei:Jed: June 14, 1954. 
Inoestigation instituted: June 22, 1954. 
Hearing held: Sept. 21-27, 1954. 
lnoestigation completed: Mar. 14, 1955. 
Recommendation of the Commission: Modification in con

cession recommended to the President. 
Vote of the Commission: 4-1. 
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Escape-clause investigations pending before the Tariff Commission at one 
time or another during the period July 1, 1954-june 30, 1955-Continued 

Commodity 

10. Bicycles (second investiga
tion.---Continued 

11. Coconuts _____ ______ ______ _ 

12. Hardwood plywood (except 
Spanish cedar plywood). 

13. Red fescue seed ___________ _ 

14. Ferrocerium (lighter :flints) 
and other cerium alloys. 

Status 

Action of the President: President requested further 
study by the Commission May 11, 1955.1 

Origin of investigation: Application by Coconut Growers 
Association of Rio Grande and Loiza, Puerto Rico. 

Application received: Aug. 27, 1954. 
Investigation instituted: Sept. 1, 1954. 
Hearing held: None. 
Investigation completed: Oct. 25, 1954. 
Recommendation of the Commission: No modification in 

concession recommended. 
Vote of the Commission: 6-0. 
Origin of investigation: Application by Hardwood Ply· 

wood Institute, Chicago, Ill. 
Application received: Sept. 3, 1954. 

· investigation instituted: Sept. 16, 1954. 
Hearing held: Mar. 22-25, 1955. 
Investigation completed: June 2, 1955. 
Recommendation of the Commission: No modification in 

concession recommended. 
Vote of the Commission: 5-0. 
Origin of investigation: Application by Union County 

Seed Growers Association, Le Grande, Oreg. 
Application received: Nov. 15, 1954. 
Investigation instituted: Nov. 23, 1954. 
Hearing held: Mar. 8, 1955. 
Investigation completed: June 22, 1955. 
Recommendation of the Commission: No modification in 

concession recommended. 
Vote of the Commission: 4-0. 
Origin of investigation: Applications by Kent Metal and 

Chemical Corp., Edgewater, N. J., and New Process 
Metals, Inc., Newark, N. J. 

Applications received: Mar. 29, 1955. 
Investigation instituted: Apr. 7, 1955. 
Hearing held: May 17, 1955. 
Investigation in process. 

1 The Commission submitted its supplemental report to the President on July 14, 1955. 
The President accepted the C::ommission's recommendation in part, and modified the 
concession by a Presidential proclamation of August 18, 1955. 

Investigations Completed 
Groundfish.fillets (second investigation) 

On June 16, 1953, in response to an application filed by the Massa'
chusetts Fisheries Association, Inc., of Boston, Mass., and others, the 
Tariff Commission instituted an escape-clause investigation of fresh or 
frozen groundfish fillets. A public hearing was held from October 20 
to 26, 1953_. 

In this investigation, the report on which was submitted to the President 
on May . 7, 1954,13 the Commission found (Commissioners Ryder and 

1a U. S. Tariff Commission, Groundfish Fillets (1954): Report to the President on the Escape
Clause Investigation •.. , 1954 (processed). 
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·Edminster .dissenting)14 that escape-clause relief was warranted. TBe 
Commission found that, in order to remedy the serious injury to the 
domestic industry concerned, it was necessary to impose a duty of 2~ 
cents per pound on imports of the fish covered in the investigation, subject 
to a limitation on the quantity that might be imported. The Commission 
found that imports in each calendar year should be limited to 37 percent 
of the average aggregate annual consumption in the United States during 
.the 5 calendar years immediately preceding the year in which the im
ported fish were· entered. The Commission recommended that the quota 
be allocated among supplying countries on the .basis of the average 
quantities supplied by such countries during specified years. 

On July 2, 1954, the. President declined to accept the recommendations 
of the Commission for an increa~~ ·in, the duty on groundfish fillets .and 
for a quota on imports in any one year. 

Watches, movements., and parts (second investigation) 

On September 9, 1953, in response to an application filed by the Elgin 
National Watch Co., of Elgin, Ill., the Hamilton Watch Co., of Lancaster, 
Pa., and the Waltham Watch Co., of Waltham, Mass., the Tariff Com
mission instituted. an· escape-clause investigation of watches, movementsi 
and parts. A public hearing was held from February 9 to 12, 1954. 

In this investigation, the report on which was submitted to the Presi
dent on May 28,- 1954,15 the Commission found that escape-clause relief 
was not warranted with respect to imports of the articles provided for in 
subdivision (6) of paragraph 367 ('1') or in paragraph 367 (c) of the Tariff 
Act of 1930, or by reason of the customs treatment Feflecting the con
cession granted on articles provided for under subdivision (4) of para
graph 367 (a). The Commission also found (Commissioners Ryder and 
McGill dissenting) that escape-clause relief was warranted with respect 
to the articles subject to duty under subdivisions (1), (2), (3), and (5) 
of paragraph 367 (a) of the Tariff Act of 1930. The Commission further 
found (Commissioners Ryder and McGill dissenting) that, in order to 
remedy serious injury to the domestic industry concerned, it was neces
sary that the rates of duty imposed under subdivisions (1), (2), (3), and 
(5) of paragraph 367 (a) of the Tariff Act of 1930 be increased, for an 
indefinite period, by 50 percent, but in no case in excess of the' rates 
originally imposed under the Tariff Act of 1930. 

On July 27, 1954, the President issued a proclamation modifying the 
import duties on the specified articles in accordance with the Commis
sion's recommendations. 

14 Commissioner McGill did not participate in the Commission's decision in this case, or 
in the prepa,ration of the report. 

uu. S. Tariff COmmission, Watch.ts, Moutments, and Parts (1954): Report to tht President 
on tht Escape-Clause lnr1utigation ••• , 1954 (processed). 
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·Lead and zinc 

On September 16, 1953, in response to an application filed by the 
National Lead and Zinc Committee, of Salt Lake City, Utah, the Tariff 
Commission instituted an escape-clause investigation of lead and zinc. 
A public hearing was held from November 3 to 6, 1953. 

In this investigation, the report on which was submitted to the Presi
dent on May 21°, 1954,16 the Commission found that escape-clause relief 
was warranted with respect to the articles described in paragraphs 391 
and 392 of the Tariff Act of 1930 (except Babbitt metal, solder, lead in 
sheets, pipe, shot, glaziers' lead, and lead wire), and the articles described 
in paragraphs 393 and 394 (except zinc dust and zinc in sheets). The 
Commission found that, in order to remedy the serious injury to the 
domestic industry concerned, it was necessary that rates of duty 50 per
cent above the rates "existing on January 1, 1945," within the meaning 
of section 350 (a) (2) of the Tariff Act of 1930, as amended, be imposed, 
for an indefinite period, on the specified products covered in paragraphs 
391, 392, 393, and 394 of the Tariff Act of 1930, except that in the case of 
old and worn-out zinc fit only to be remanufactured, zinc dross, and zinc 
skimmings provided for in paragraph 394 of the tariff act, the rate should 
be increased to 1% cents per pound. Commissioner Ryder concurred 
in the findings of serious injury with respect to the products covered in 
the investigation, but dissented from the findings with respect to the 
relief recommended. 

On July 19, 1954, the President announced that he was deferring action 
on the Commission's recommendations with respect to lead and zinc. 
On August 20, 1954, he announced that he had rejected the recommenda
tions of the Commission, but that he was "taking affirmative steps at this 
time to strengthen and protect our domestic mobilization base for lead 
and zinc" by an expanded stockpiling program. 

Alsike clover seed 

On December 2, 1953, in response to an application filed by W. W. 
Thompson, of Klamath Falls, Oreg., and others, the Tariff Commission 
instituted an escape-clause investigation of alsike clover seed. A public 
hearing was held on February 16, 1954. 

In this investigation, the report on which was submitted to the President 
on May 21, 1954,17 the Commission found that escape-clause relief was 
warranted. The Commission found that, in order to remedy the serious 
injury to the domestic industry concerned,' it was necessary to impose a 
duty of 4 cents per pound on alsike clover seed imported in any 12-month 
period, beginning July 1, in 1954, and continuing in subsequent years, 

10 U.S. Tariff Commission, Lead and Zinc: Report to the President on Escape-Clause lnou
tigation ..• , 1954 (processed). 

17 U. S. Tariff Commission, Alsike Clooer Seed: Report to the President on Escape-Glawe 
lnoutigation • • • , 1954 (processed). 
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until 1,500,000 pounds had been imported, and to impose a duty of 6 cents 
per pound on imports in excess of that annual tariff quota. Accordingly, 
'the Commission recommended that the tariff concession ·On alsike clover 
seed be modified to permit the application of the rates of duty specified in 
its findings. 
· On June 30, 1954, the President issued a proclamation imposing a duty 
of 2 cents per pound on imports of alsike clover seed during the 12-month 
period beginning July 1, 1954, until 1,500,000 pounds had been entered, 
and a duty of 6 cents per pound on imports in exct:ss of that quantity. 
The President's proclamation modified the Commission's recommendation 
in another respect by limiting the modification of the concession to 1 year; 
the Commission had recommended that the concession be modified for an 
indefinite period. 

On July 14, 1954, in a letter to the Chairman of the Tariff Commission, 
the President requested the Commission to continue its investigation of 
alsike clover seed, and to submit to him, by May 2, 1955, a supplementary 
report indicating whether the Commission then ·considered necessary the 
continuation of the tariff quota on alsike clover seed beyond June 30, 1955. 

In its supplementary report, submitted to the President on April 28, 
1955,18 the Commissio_n recommended that a duty of 2 cents per pound be 
imposed on· alsike clover seed imported in any 12-month period, beginning 
July 1, 1955, and continuing in subsequent years, until 2.5 million pounds 
had been so imported, and a duty of 6 cents per pound on imports in excess 
of that annual tariff quota. 

On June 29, 1955, the President issued a proclamation limiting imports 
of alsike clover seed during each of the two 12-month periods beginning 
July 1, 1955, and July 1, 1956, to 2.5 million pounds dutiable at 2 cents per 
pound, imports in excess thereof during each of the two periods to be duti
able at 6 cents per pound. The President thus modified the Commission's 
recommendation by limiting the effectiveness of his proclamation to the 
next two 12-month periods, or until June 30, 1957. · 

Spring clothespins (third investigation) 

On January 25, 1954, in response to an application filed by the Clothes
pin Manufacturers of America, of Washington, D. C., the Tariff Commis
sion instituted an escape-clause investigation of spring clothespins. A 
public hearing was held on April 20 and 21, 1954. 

The Commission submitted its report to the President on October 6, 
1954.19 Three Commissioners (Commissioners Brossard, Talbot, and 
Schreiber) found that escape-clause relief was warranted and the three 
other Commissioners (Commissioners Ryder, Edminster, and Sutton) 

18 U. S. Tariff Commission, Alsike Clover ·Seed: Suppl~mentary · Rtport to the President on 
Escape-Clause Investigation ... , 1955 (processed). . , 

19 U. S. Tariff Conrmission,. Spring Clothespins.: Report to the Pruident on Escape-Clause 
Investigation •.. , 1954 (processed). 
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made a contrary finding. The Commissioners who found that escape
clause relief was warranted also found that, in order to remedy the serious 
injury to the domestic industry concerned, it was necessary, for an indefi
nite period, to establish, for imports of spring clothespins, an absolute 
annual quota of 450,000 gross. 

In a situation of this kind, section 330 of the Tariff Act of 1930, as 
amended by section 201 of the Trade Agreements Extension Act of 1953 
(Public Law 215, 83d Cong.), requires that the findings and recommenda
tions of each group of. Commissioners shall be transmitted to the President, 
and provides that the findings and recommendations of either such group 
may be considered by the President as the findings and recommendations 
of the Commission. 

On November 20, 1954, the President announced that he had decided 
not to take escape-clause action-with respect to imports of spring clothes
pins. 

Ground chicory 

On January 25, 1954, in response to an application filed by E. B. Muller 
& Co., of Port Huron, Mich., and others, the Tariff Commission instituted 
an escape-clause investigation of chicory, ground or otherwise prepared. 
A public hearing was held on April 27, 1954. 

In this investigation, the report on which was issued on September 7, 
1954,20 the Commission found that escape-clause relief with respect to 
chicory was not warranted and that, accordingly, no sufficient reason 
existed for a recommendation to the President under the provisions of 
section 7 of the Trade Agreements Extension Act of 1951, as amended. 

Wood screws (third investigation) 

On February 25, 1954, in response to an application filed by the United 
States Wood Screw Service Bureau, of New York, N. Y., the Tariff 
Commission instituted an escape-clause investigation of wood screws of 
iron or steel. A public hearing was held on May 26 and 27, 1954. 

The Commission submitted its report to the President on October 28, 
1954.21 Three Commissioners (Commissioners Brossard, Talbot, and 
Schreiber) found that escape-clause · relief was warranted, and the three 
other Commissioners (Commissioners Ryder, Edminster, and Sutton) 
made a contrary finding. The Commissioners who found that escape
clause relief was warranted also found that, in order to remedy the 
serious injury to the domestic industry concerned, it was necessary, for 
an indefinite period, to establish, for imports of wood screws of iron or 
steel (except lag bolts or lag screws), an absolute annual quota of 2,800,000 

20 U. S. Tariff Commission, Chicory, Ground, or Otherwise Prepared: Report on Escape
Clause Investigation .. ., 1954 (processed). 

21 U. S. Tariff Commission, Wood Screws of Iron or Steel: Report to tke President on Escape
Clause Investigation .. ., 1954 (proC'essed). 
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gross-such quota to be allocated among supplying countries as spec.~:fied 

in the Commission's recommendation. As in the spring clothespins 
investigation,. . t;.h~·ft.ndings and recommendation of each group of Com
missioners were transmitted to the. President. 

On December 23, 1954, the President announced that he had decided 
not to modify the concession on wood screws of iron or steel. 
Wool gloves and mittens 

On April 12, 1954, in response to an application filed by the American 
Knit Handwear Association, Inc., of Gloversville, N. Y., the Tariff Com
mission instituted an escape-clause investigation of certain wool gloves 
and mittens and glove and mitten linings of wool. A public hearing was 
held on September 14 and 15, 1954. 

In this investigation, the repqrt on which was issued-on December 28, 
1954,22 the Commission found (Commissioner Brossard dissenting) that 
escape-clause relief with respect to the wool gloves, mittens, and linings 
covered in the investigation was not warranted and that, accordingly, nq 
sufficient reason existed for a recommendation to the President under the 
provisions of section 7, qf the. Trade Agreements Extension Act of 1951, 
as amended. · · 

Glue of animal origin and inedible g~latin 

On May 5, 1954, in response to an applieation filed by the National 
Association of Glue Manufacturers, Inc., of New York, N. Y., ,the Tariff 
Commission instituted an escape-clause investigation of 1=ertain glue of 
animal origin and inedible gelatin. A public hearing was held on October 
4 and 5, 1954. 

In this investigation, the report on which was issued on January 7,, 
1955,23 the Commission found that escape-clause relief with respect to 
the glue and gelatin covered in the investigation was not warranted and 
that, accordingly, no sufficient reason existed for a recommendation to 
the President under the provisions of section 7 of the Trade Agreements 
Extension Act of 1951, as amended. 
Bicycles (second investigation) 

On June 22, 1954, in response to an application by the Bicycle Manu
facturers Association of America, of New York, N. Y., the Tariff Com
mission instituted an escape-clause investigation of bicycles. A public 
hearing was held from September 21 to 27, 1954. 

In this investigation, the report on which was submitted to the President 
on March 14, 1955,24 the Commission found (Commissioner Sutton 

22 U. S. Tariff Commission, Wool Gloves and Mittens and Glove and Mittm Linings of Wool: 
Report on Escape-Clause Investigation ... , 1954 (processed). 

23 U. S. Tariff Commission, Inedible Gelatin and Glue of Animal Origin:. Report on Escape
Clause Investigation ... , 1955 (processed). 
- ~i U. S. Tariff Commission, Bicycles (1955): Report to the President on Escape-Clause 
Investigation .• ., 1955 (processed). 
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dissenting) that escape-clause relief was warranted. The Commission 
found that, in order to remedy the serious injury to the domestic industry 
concerned, it was necessary that the following rates of duty be applied to 
imports of bicycles, for an indefinite period: 

Bicycles with or without tires, having wheels in diameter (measured to the outer 
circumference of the tire)-

Over 25 inches_ ____ __ ___ _ A rate of $3.75 each, but not less than 22~ 
percent nor more than 30 percent ad valorem. 

Over 19, but not over 25 A rate of $3 each, but not less than 22~ percent 
inches. nor more than 30 percent ad valorem. 

Not over 19 inches _______ A rate of $1.877~ each, but not less than 227~ per-
cent nor more than 30 percent ad valorem. 

(Commissioner Edminster dissented in part from this finding.) 
On May 11, 1955, in a letter to the Chairman of the Tariff Commission, 

the President asked the Commission for further Information before decid
ing on the escape-clause action with respect to imports of bicycles. The 
President asked the Commission to consider certain specific questions, 
and to report to him thereon not later than July 15, 1955.25 

Coconuts 
On September 1, 1954, in response to an application filed by the Coconut 

Growers Association of Rio Grande and Loiza, Puerto Rico, the Tariff 
Commission instituted a~ escape-clause investigation of coconuts in the 
shell. No public hearing was held in connection with the investigation. 

In this investigation, the report on which was issued on October 25, 
1954,26 the Commission found that escape-clause relief with respect to 
coconuts was not warranted and that, accordingly, no sufficient reason 
existed for a recommendation to the President under the provisions of 
section 7 of the Trade Agreements Extension Act of 1951, as amended. 

Hardwood plywood 
On September 16, 1954, in response to an application filed by the Hard

wood Plywood Institute, of Chicago, Ill., the Tariff Commission instituted 
an escape-clause investigation of hardwood plywood (except Spanish 
cedar plywood). A public hearing was held from March 22 to 25, 1955. 

25 In the Commission's supplementary report, which was submitted to the President on 
July 14, 1955, a majority of the Commission (Commissioners Brossard, Talbot, and Schreiber) 
expressed the opinion that the more recent information presented in the report indicated that 
the trend in the quantity of imports of bicycles was continuing upward and that the condi
tion of the domestic bicycle industry was continuing to deteriorate. Commissioner Sutton 
did not subscribe to this opinion. See U. S. Tariff Commission, Bicycles (1955): Supple
mentary Report to the President on Escape-Clause lnoestigation ... , 1955 (processed). On 

· August 18, 1955, the President accepted in part the recommendation of the Commission, 
and, by a Presidential proclamation of the same date, modified the concession. 

25 U. S. Tariff Commission, Coconuts in the Shell: Report on Escape-Clause lnoestigation . . . , 
1-954 (prot"essed). 
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In this investigation, the report on which was issued on June 2, '1955,?1. 
the Commission found that escape-clause relief with respect. to the hard
wood plywood covered in the investigation was not warranted and that, 
accordingly, no sufficient reason existed for a· recommendation to the 
President under the provisions of section 7 of the Trade Agreements Ex
tension Act of 1951, as amended. 

Red fescue seed 
On November 23, 1954, in response to an application filed by the Union 

County Seed Growers Association, of Le Grande, Oreg., the Tariff Com
mission instituted an escape-clause investigation of red fescue seed (in
cluding both Chewings fescue and creeping red fescue seed). A public 
hearing was held on March 8, 1955. 

In this investigation, the report on which was issued on June 22, 1955,28 

the Commission found that escape-clause relief with respect to red fescue 
seed was not warranted and that; accordingly, no sufficient reason existed 
for a recommendation to the President under the provisions of section 7 
of the Trade Agreements Extension Act of 1951, as am~nded. 

Review of Escape-Clause Actions Under Executive Order 10401' 

The standard escape clause and section 7 of th,e Trade Agreements Ex-. 
tension Act of 1951, as amended, contemplate that any escape-clap~e. 
action taken by the President with respect to· a particular commodity is 
to remain in effect only "for the time necessary to prevent or remedy" the 
injury. The President, by Executive Order 10401, established a formal 
procedure for review of escape-clause actions. Paragraph 1 of this order 
directs the Tariff Commission to keep under review developments with 
regard to products on which trade-agreement concessions.have been modi
fied or withdrawn under the escape-clause procedure, and to make periodic 
reports to _the President concerning such developments. The first such 
report is to be made in each case not more than 2 years after the original 
action, and thereafter at intervals of 1 year as long as the concession re-
mains modified or withdrawn in whole or in part. , 

Paragraph 2 of Executive Order 10401 provides that the Commission 
is to institute a formal investigation in any case whenever, in the Com
mission's judgment, changed conditions warrant it, or upon the request 
of the President, 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 th!;! domestic industry concerned. 

27 U. S. Tariff Commission, Hardwood Plywood: Report on Escape-Clause Investigation .•• ,, 
1955 (processed). 

28 U. S. Tariff Commission, Red Fescue Seed: Report on [Escape-Clausel Investigation .. ., 
1955 (processed). Commissioner Edminster participated in this investigation and c9ncurred 
in the Commission's finding, but his term of office expired before the report was made public. 
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Upon completion of such investigation, including a public hearing, · the 
Commis§ion is to report its findings to the President. 

During the period covered by this report, the Tariff Commission re
ported to the President, under the provisions of Executive Order 10401, 
on developments with respect to dried figs, women's fur felt hats and hat 
bodies, and hatters' fur. 
Dried figs 

Effective August 30, 1952, after an escape-clause investigation and re
port·by the Tariff Commission, the President modified the concession that 
the United States had granted on dried figs in the General Agreement on 
Tariffs and Trade and increased the import duty on such figs from 2% 
cents to 4U cents per pound. 

As required by paragraph 1 of Executive Order 10401, the Commission 
on August 24, 1954, submitted to the President its first periodic report on 
developments with respect to the dried figs involved in the escape action. 
In its report, 29 the Commission concluded that the conditions of com-· 
petition with respect to the trade in imported and domestic dried.figs ha,d 
not so changed as to warrant the institution of a formal investigation 
under the provisions of paragraph 2 of Executive Order 10401. On 
September 10, 1954, in a letter to the Chairman of the Tariff Commission, 
the P.resident approved the Commission's conclusion. 
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 duty 
specified in the Tariff Act of 1930 for these products. 

4s required by paragraph 1 of Executive Order 10401, the Commission 
on November 24, 1954, submitted to the President its third periodic 
report on developments with respect to the fur felt hats and hat bodies 
involved in the escape action. In its report,30 the Commission concluded 
that the conditions of competition with respect to the trade in imported 
and domestic fur felt hats and hat bodies for women's wear had not so 
changed as to warrant the institution of a formal investigation under the 
provisions of paragraph 2 of Executi.ve Order 10401. On January 27, 
1955, in a letter to the Chairman of the Tariff Commission, the President 
approved the Commission's conclusions. 

As a result of litigation in the customs courts, the escape-clause action 
with respect to women's fur felt headwear has been practically nullified. 

ig U. S. Tariff Commission, Figs, Dried: Report to the President (1954) under Executiue 
Order 10401, 1954 (processed). 

ao U.S. Tariff Commission, Women's Fur Felt Hats and Hat Bodiu: Report to the President 
(1954) Under Executive Order 10401, 1954 (processed). 

378540-56--9 
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In this litigation, importers contended that the P residential proclamation 
that resulted in increased duties on certain women's fur felt headwear 
applied only to such headwear when made from fur felt that had a sepa
rate and independent existence as such. This contention was based on 
the language of the term "composed wholly or in chief value of fur felt," 
in the escape-clause proclamation, the argument being that the word 
"composed" required the application of the "preexisting material" rule 
that had been developed in the customs courts in the interpretation of 
certaiD< tariff provisions. The United States Customs Court sustained 
the importers' contentions, and, upon appeal by the Government, the 
Court of Customs and Patent Appeals affirmed the lower court's judgment. 
A petition for rehearing by the Government was. denied. Since virtually 
all women's fur felt headwear entered under the value brackets covered .• 
by the escape-clause action is made by a continuous process beginning 
with the raw fur, the effect of the court decision was virtually to nullify 
the escape-clause relief. 

Hatters' fur 
Effective February 9, 1952, after an escape-clause investigation and 

report by the Tariff Commission, the President modified the concession 
granted by the United States in the General Agreement on Tariffs and 
Trade on hatters' fur, and imposed on that product a duty of 47~ cents. 
per pound, but not less than 15 percent nor more than 35 percent ad' 
valorem. 

As required by paragraph 1 of Executive Order 10401, the Commission 
on February 4, 1955, submitted to the President its second periodic
report on developments with respect to the products involved in the escape 
action. In its report,31 the Commission concluded that the conditions. 
of competition with respect to the trade in imported and domestic hatters" 
fur had not so changed as to warrant the institution of a formal investi
gation under the provisions of paragraph 2 of Executive Order 10401. 
On March 24, 1955, in a letter to the Chairman of the Tariff Commission, 
the President approved the Commission's conclusions. 

QUANTITATIVE RESTRICTIONS ON IMPORTS INTO THE 
UNITED STATES 

Du·ring all or part of the last half of 1954 and the first half of 1955 the 
United States applied quantitative restrictions to imports of the follow-· 
ing commodities: (1) Cotton, wheat and wheat flour, shelled and blanched 
almonds, shelled filberts, certain dairy products, flaxseed, linseed oil, 
peanuts, peanut oil, oats, rye, and barley, under section 22 of the Agri
cultura'I Adjustment Act, to prevent imports from interfering with 

ai U. S. Tariff Commission, Hatter1' Fur: Report to the Pruident (1955) Undtr Executior 
Ordtr 10401, 1955 (processed). 
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domestic programs affecting the production or marketing of those com_. 
modities; (2) sugar, under the sugar act, to control the quantity of sugar 
supplied from both foreign and domestic sources; and (3) 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 preferential customs treatment accorded Philippine products: 
entering the United States. These restrictions are discussed in detail in 
the following sections of this chapter. 
· Under various legislative acts, the United States also prohibits or re

stricts imports of a wide range of other articles to protect public morals, 
to protect human, animal, or plant life or health; to control the irriporta.:. 
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 discuss.ed 
in the Co~mission's fourth report on the operation of the· trade agree
ments progr~m.32 

Restrictions Under Section 22 of the Agricultural Adjustment 
Act 

During all or part of the period July 1, 1954, to June 30, 1955, the 
United States applied quantitative restrictions (quotas 33) or fees on the 
importation of cotton, wheat and wheat flour, shelled and blanched 
almonds, shelled filberts, certain dairy products, flaxseed, linseed oil, 
peanuts, peanut oil, oats, rye, and barley, under the provisions of section. 
22 of th~ Agricultural Adjustment Act, as amended. 

Sec:tion 22 authorizes the President to restrict imports of any com
modity, 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-· 
eluding a public hearing) and recommendations by the Tariff Commis
sion. The Trade Agreements Extension Act of 1951 (sec. 8) provides 
that, upon report by the Secretary of Agriculture that emergency treat
ment is required.because of the perishability of an agricultural commodity, 

a2 Ch. 7. 
33 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 imperts. 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 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 the Tariff Commission.34 In such circumstances, however, the ·Presi
dent is authorized to take immediate action if he deems it necessary, 
without awaiting the Commission's recommendations. T he Trade Agree
ments Extension Act of 1953 provides further that the President m:i.y 
take immediate action under section 22, without awaiting the Com:. 
mission's recommendations, in any case where the Secretary of Agriculture 
reports to the President that a condition exists requiring emergency. 
treatment. The President's action under this latter prqyision . of taw is 
to continue in effect pending receipt of the report and re~otnmendations 
of the Tariff Commission, when he may or may not modify his action to 
comply with the recommendations of the Commission. 

Cotton and cotton waste (continuing investigation) 

To prevent interference with programs of the Department of Agricul
ture affecting the production or marketing of domestic cotton, the United 

• I 

States in 1939 established import quotas for cotton having a stapie of 
less than 1% inches (except harsh or rough cotton having a staple of less 
than % inch); for long-staple cotton 1% inches and longer; and. for certain 
wastes, consisting of card strips and of comber, lap, sliver, a:rtd rd:ving 
wastes·. In 1940 the restrictions on imports of cotton having a st aple of 
f 1}{6 inches or more were suspended; in 1942, those on imports of card 
s.trips made from cotton having a staple of Hi& inches or more afso ·were 
suspended. In 1946, quotas were imposed on impcrts of harsh ot rough 
cotton having a staple of less than % inch. Supplement al 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 recommendations by 
the Tariff Commission. During the period covered by this report the 
Commission made no investigations relating to cotton under section 22. 
The Commission, however, is continuing to watch developments with 
respect to cotton and cotton waste. · ' 

Wheat and wheat flour (continuing investigation) 
Since May 1941, under the provisions of section 22 of the Agricultural 

Adjustment Act, and in accordance with recommendat ions of 'the TariH 
Commission, the United States has restricted imports of wheat and .wheat 
products, 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 yeilr are limited to 800,000 bushels of 
wheat ·and to 4 million pounds of wheat flour, semolina, and similar wheat 

H Sec. 8 provides for investigation by the Commission (and decision by the 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, which.ever is applicable • . 
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products: 'fhe quotas are allocated by country; in genera:!, they are in 
pr9ppr~ion to imports from the several countries in the 5-year period 
1929-33. Since their adoption in 1941, the basic quotas have not been 
changed, but exceptions have been granted on distress shipments, on 
seed wheat, on wheat for experimental purposes, and on wheat imported 
during the war by the War Food Administrator (virtually all of which 
was used for animal feed). The Tariff Commission is continuing to 
watch developments with respect to wheat, wheat flour, and other wheat 
products. 

On November 29, 1954, in response to an application by the National 
Macaroni Manufacturers Association, the Commission instituted an in
vestigation, under the provisions of section 22, of durum wheat (Class II) 
or flour, including semolina, produced from such wheat. The investiga
·tion was .limited to the remainder of the quota year which ended May 28, 
1955. The applicant requested that existing quota restrictions on wheat 
and wheat :flour be modified to permit over-quota imports of the specified 
products in order to meet the emergency needs of the indu·stry. A public 
hearing was scheduled for January 11, 1955. However, the National 
Macaroni Manufacturers Association informed the Commission that the 
conditions that led the association to request the investigation could not 
be remedied by any action that might result from the investigation, and 
requested that the investigation be discontinued. On January 6, 1955, 
the Commission discontinued and dismissed the investigation. 

Edible tree nuts (continuing investigation) 

i;:>~ ~~Ilg 1955 the Tariff Commission had pending before it a continuing 
investigkt.ion of edible tree nuts, under the provisions of section 22. By 
direction of the President, the Tariff Commission instituted this investi
gation on April 13, 1950. The purpose of the investigation is to determine 
whether almonds, filberts, walnuts, brazil nuts, or cashews are being 
imported, or are practically certain to be imported, into the United States 
under such conditions and in such quantities ~s to render ineffective or 
tend to render ineffective or materially interfere with any of the programs 
undertaken by the Department of Agriculture with respect to almonds, 
filbe.rts, walnuts, or pecans, or to reduce substantially the amount of any 
product processed in the United States from such almonds, filberts, 
walnuts, or pecans. The Commission submitted reports to the President 
in this investigation in November 1950, in November 1951, in September 
1952, and in September 1953. 

The Commission ordered a public hearing in the investigation of edible 
tree nuts under section 22 on June 24, 1954. The hearing was held on 
August 24 and 25, 1954. · In its report to the President on Septembe~ 24, 
19514-;8~ :tlie Commission recommended imposition of a fee of 10 cents per 

• 16 U. S~ ·'Tariff Commission, Edible Tru Nuts: Report to the Pre.Ndent ••. , 1954 (processed)~ 
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p·ound, but not more than 50 percent ad valorem, on imports of almonds 
in exces& of a·n aggregate quantity of 4.5 million pounds during the period 
October 1, 1954, through September 30, 1955, and impositi-0n of a fee of 
10 cents per pound, but not more than 50 percent ad valorem, on imports 
of shelled filberts in excess of an aggregate quantity of 5.5 million pounds 
<luting the period October 1, 1954, through September 30, 19SS .. . By 
.proclamation of October 11, 1954, the President imposed a fee of 10 cents 
per pound on imports of almonds in excess of 5 million pounds during the 
period October 1, 1954, through September 30, 1955, and a fee of 10 cents 
per . pound .on imports of shelled filberts in excess of 6 million pounds 
.during the same period. The President's action thus modified the recom
mendations of the Commission. 

In its report of September 24, 1954, as in its previous reports, the 
Commission advised the President that it was continuing the investiga
tion, and that it would report again if further action was found to be 
necessary to carry out the purposes of section 22 of the Agricultural 
Adjustment Act, as amended. At that time the Commission reported 
findings with respect to almonds and filberts. With respect .to walnuts., 
however, the Commission stated that it would make its report later in 
the marketing year when developments in the trade had cla<ifi.i!d · suf
nciently to enable the Commission to make a finding. 
, · ·on February 24, 1955, the Commission reported to the President that 
walnuts w~re not being imported . and were not likely to be imported into 
the United States during the remainder of the .12-month period ending 
September 30, 1955, under such conditions and in such quantities . a.s to 
render or tend to render ineffective or materially interfere with any pro
gram undertaken by the United States Department of Agriculture with 
respect to walnuts, almonds, filberts, or pecans produced in the United 
States. On March 24, 1955, the President concurred with the Commis
·sion's finding that there was no need for restrictions on imports or w~lnuts 
.?uring the marketing year for walnuts ending on September 30, 1955. 

$helled filberts (supplemental investigation) 

.On May 25, 1955, in response to a letter from the Imported Nut 
Section of the Association of Food Distributors, of New York, N. Y., . the 
Tariff Commission instituted ·a supplemental investigation of shelled 
filberts, whether or not blanched, under the provisions of .section 22. . A 
public hearing was held on June 21, 1955. On June 30, 1955, the end of 
the period covered by this report, the investigation was in process. 

Peanuts (supplemental investigation) 

On November 26, 1954, in response to an application by the National 
Confectioners' Association of the United States; and others, the Tariff 
Commissil1A instituted · a supplemental investigation of peanuts 'under the 
provisions of section 22. The applicants . requested that e~s.ti~g :·~~ota 
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restnct1ons on peanuts under section 22 be relaxed in order to relieve 
~mergency needs of United States users of peanuts. A public. hearing 
was held on January 4, 1955. 

The Commission reported the results of its investigation to the President 
on February 18, 1955.36 The Commission (Commissioners Talbot and 
Schreiber dissenting) recommended that during the remainder of the 
'quota year ending June 30, 1955, there be permitted to be imported an 
aggregate quantity of 48 million pounds of shelled, blanched, salted, 
prepared, or preserved peanuts (including roasted peanuts, but not 
including peanuts not shelled or peanut butter), of sizes averaging in 
repr~sentativ~ samples more than 40 kernels per ounce, subject to a fee 
of 2 cents per pound but not more than 50 percent ad valorem; that after 
.such quantity of 48 million pounds has been entered, imports of such 
peanuts shall be subject to a fee of 4 cents per pound but not more than 
50 percent ad valorem; and that the fees specified be in addition .to the 
other duties imposed on the importation of peanuts. 

On March 9, 1955, the .President issued a proclamation authorizing the 
importation of an additional 51 million pounds of the specified p.eanuts, 
averaging more than 40 kernels per ounce, during the remainder of the 
quota. year ending June 30, 1955, such imports to be subject to an addi
tional fee of 2 cents per pound but not more than 50 percent ad valorem. 
The President thus modified the Commission's recommendation. . The 
~ommission had recommended an increase in the additional fee from 2 
cents to 4 cents per pound on all imports of peanuts after 48 million pounds 
had been entered. The President stated that, because of certain technical 
legal problems attendant on the use of a 4-cent fee in these circumstances, 
he had decided to authorize the importation of 51 million pounds at ,the 
2-cent per pound additional fee. 

Peanuts (second supplemental investigation) 

On March 31, 1955, as a result of information received from the Secre
tary of Agriculture, the Tariff Commission instituted a second supple
mental investigation of peanuts, under the provisions of section 22. In 
his letter, the Secretary of Agriculture indicated that the additional 
quantity of peanuts permitted entry over the basic quota during the 
I"emainder of the current quota year was not sufficient to enable the 
trade to import enough peanuts to meet requirements until supp1ies be
came available from the 1955 crop . A public hearing ,was held on April 
19, 1955. 

The Commission reported the results of its investigation to the President 
on May 5, 1955.37 T~e Commission recommended (1) that the current 

36 U. S. Tariff Commission, Peanuts: Supplentental lnoestigation Unde'I Section 22 ..• , 
1955 (processed). ·· 

37 U. S. Tariff Commission, PeanutI: Second Supplentental lnvutigation Under Section 
22 ... , 1955 (processed). 
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quota year for peanuts be extended through July 31, 1955; (2) that, 
during the remainder· of the current quota year ending July 31, 1955, 
there be permitted to be imported additional quantities of peanuts (with
out regard to size), whether shelled, not shelled, blanched; salted, pre
pared, or preserved {including roasted peanuts, but not including peanut 
butter), unrestricted by quota but subject to the following fees (in 
addition to the regular duties imposed upon the importation of peanuts): 
(a) on peanuts, not shelled, 1% cents per pound, but not more than 50 
percent ad valorem; (b) on all other specified peanuts, 2 cents per pound, 
but not more than 50 percent ad valorem; and (3) that the quota year 
for peanuts be changed to begin hereafter on August 1 in any year. 

By proclamation of May 16, 1955, the President permitted unffm.ited 
quantities of shelled peanuts -of all sizes to be imported into the United 
States or withdrawn from warehouse until July 31, 1955, entries of such 
peanuts to be ·subject to a fee of 2 cents per pound in addition to tlie 
regular duty of 7 cents per pound prescribed by the 11ariff Act of 1930. 
With one exception, the President accepted the recommendations of the 
Tariff Commission. 11he CO\mmission had recommended that imports of 
unshelled peanuts be permitted", out the President's proclamation applied 
only to shelled peanuts,. blanched.,, salted, prepared, or preserved (including· 
roasted peanuts, but nqt including. peanut butfer) , 
Oats (serond investigation) - · · 

On August 23, 1954, at the direction of the President, the Tar.iffi-Com.:. 
mission instituted a second investigation of hulled or unhulled oats, and 
unhulled ground oats, under the provisions of section 22. A public 
hearing was held on September 8, 1954. 

The Commission reported the results of its investigation to the President 
on September 27, 1954.38 The Commission recommended the establish
ment, for imports of hulled and unhulled oats and unhulled ground oats, 
of an aggregate quota of 40 million bushels of 32 pounds each, for the 12-
month period beginning October 1 in 1954 and in subsequent years. 

By a proclamation of October 4, 1954, the President placed in effect, 
for the period October 1, 1954, through September 30, 1955, the quota 
recommended by the Commission. The proclamation, however, specifie~ 
that, of the aggregate quantity. of 40 million bushels, not more than 
39,312,000 bushels could be imported from Canada.39 

Tung oil and tung nuts 
On May 19, 1954, at the direction of the President, the Tariff Com

mission ordered an investigation of tung oil and tung nuts, under the 
. . 

as U. S. Tariff Commission, Oats, Hulled and Unhulled, and Unhulled Ground Offµ: Report 
to the Prnident .•• , 1954 (processed). 

H On September 9, 1955, the President announced that he would not request the Tariff 
Commission tor.investigate, pursuant to section 22, the advisability of imposing an import 
quota on oat~ beyond September 30, 1955. 
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provisions of section 22. A public hearing was held on August 10, ·· 1954. 
The Commission reported the results of its investigation to the Presi

dent on September 30, 1954.40 The Commission recommended the estab
lishment, for imports of tung oil and tung nuts, of an aggregate quota of 
13.4 million pounds for the 12-month period beginning November 1 in 
1954 and in subsequent years, tung nuts to be charged against this quota 
on the basis of 15.9 pounds for each 100 pounds of tung nuts. 

In the light of the undertaking by Argentina and Paraguay to restrict 
their exports to the United States of tung oil and the equivalent in tung 
nuts to totals of 21.8 million pounds and 2.6 million pounds, respectively, 
during the marketing year ending October 31, 1955, the President on 
November 22, 1954, announced that he would not act on the recom
mendations made by the Tariff Commission in its report. 
Barley 

On August 23 , 1954, at the direction of the President, the Tariff Com
mission ordered an investigation of barley; hulled or unhulled, including 
rolled barley and ground barley, and barley malt, under the provisions of 
section 22. A public hearing was held on September 9 and 10, 1954. 

The Commission reported the results of its investigation to the President 
on September 30, 1954.U The Commission recommended imposition 
of a fee of 8 cents per bushel but not more than 50 perc~nt ad valorem on 
imports of the specified products in any 12-month period beginning Octo
ber 1 in 1954 and in subsequent years in excess of an aggregate quantity 
of 22.5 million bushels, such fee to be in addition to the duties impose-cl 
upon such products under the Tari:ff Act of 1930. 

By a proclamation of October 18, 1954, the President limited imports 
of barley from all sources to 27.5 million bushels during the period October 
1, 1954, through September 30, 1955, of which not more than 27,225,000 
bushels could be imported from Canada. The President thus modified 
the Commission's recommendations by establishing an absolute quota 
instead of a tariff quota, by limiting the specified absolute quota to 1 year, 
and by allocating a specified part of the quota to· Canada.42 

Certain manufactured dairy products (cheeses) (supplemental investigation) 

On April 12, 1955, at the direction of the President, the Tariff Com
mission instituted a supplemental inve!?tigation of certain manufactured 
dairy products (cheeses of Italian type made from cow's mi.lk, in original 
loaves), under the provisions of section 22. A public hearing was held 

-40 U. S. Tariff Commission, Tung Nuts and Tung Oil: Report to the President ••. , 1954 
(processed). 

n U. S. Tariff Commission, fla-rley, Hulled or Unhulled, Including Rolled Barley and 
Ground Barley, and Barley Malt: Report to the President .. ., 1954 (processed). 

n On September 9, 1955, the President announced that he would not request the Tariff 
Commission to investigate, pursua.nt to section 22, the advisability of imposing ~n _import 
quota on barley beyond September 30, 1955. 
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on May 10, 1955. On June 30, 1955, the end of the period covered by 
this teport, the investigation was in process. 
Rye 

On May 20, 1955, at the direction of the Pr~sident, the Tariff Com
mission ordered an investigation of rye, rye flour, and rye meal, under 
the provisions of section 22. A public hearing was held on June 14, 1955. 

The Commission reported the results of its investigation to the Presi
dent on June 24, 1955.43 The Commission recommended establishment 
of a quota on rye, rye flour, and rye meal, of 95,200,000 pounds, to be 
·imposed indefinitely for succeeding 12-month periods beginning July 1, 
1955, of which not more than 8,000 pounds might be of rye flour or rye 
meat · 

By proclamation of June 29, 1955, the ·President continued the limita
tion on imports of rye at the current level of 186,000,000 pounds per yeat, 
and limited the effectiveness of his proclamation to the next two 12'-moilth 
periods, or until June 30, 1957. The President's proclamation· also 
provided that 182,280,000 pounds of the quota might be imported from 
Canada, and 3,720,000 pounds from other foreign countries.' Of the total 
permissible imports; not more than 15,000 pounds may be of rye flour 
or rye meal. 

Restrictions Under the Sugar Act 

Beginning with the Sugar Act of 1934 and. con.tinuing 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 domestic 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 Philippines, 
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 (continental United States, Hawqii, Pue.rto 

43 U. s~ Tariff Commission, Rye and Rye Flo'Ur and Rye Meal: Report to the Presideni ••• 
1955 (processed). 
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Rico; ' and the Virgin Islands) and the Philippines are abs0lute qua111:tities, 
and the .. r¢Wainder of the total amount determined each year by the 
Sectetar.y" <.>£Agriculture is allocated proportionately to Cuba (96 percent) 
and tb other foreign countries exclusive of the Philippines (4 percent) .~ 
Hence, any increment in the total estimated requirement as a result of 
expanded consumption would be conferred almost entirely on Cuba un
less, of cou·rse, Cuba would not be able to fill it. The sugar act prevides 
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 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 45 established absolute 
quotas on imports of certain commodities from the Philippines: Rice, 
cigars, filler and scrap 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 all Philippine articles except cigars, filler 
and scrap tobacco, coconut oil, and pearl buttons were to become dutiable 
by gr,,aP,1,;1al steps, beginning July 4, 1954. The four excepted articles 
were 'to b~come subject to declining duty-free quotas in lieu of progressive 
import duties. After July 3, 1974, when the full duties will apply, the 
quotas will no longer be imposed under the terms of the act. Public 
Law 474, 83d Congress, which was approved by the President on July 5,. 
1954, provides for continuance of the duty-free entry of Philippine goods 
into the United States until December 31, 1955. 

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 

0 Before January 1, 1953, Cuba's share of the amount allocated to foreign countries 
other than the Philippines (under the Sugar Act of 1948) was 98.64 percent, and that of 
forei gn countries other than Cuba and the Philippines was 1.36 percent. 

•s The provisions of the Philippine Trade Act were accepted by the Philippine Government 
on J1:1ly 3, 1946. T,he trade agreement between the United States and the Republic of the 
Philippines, based on the Philippine Trade Act of 1946, became effective January 2, 1947. 
The Philippine T;ade Act of -1946 prohibits the United States from entering· into a trade 
agreement with the Philippines under the authority of the Trade Agreements Act, as 
amended. 
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with like articles which are the product of the United States. Thus far, 
no action has been taken under this provision. 

On December 15, 1954, delegations of the United States Government 
and the Republic of the Philippines reached agreement on the revision 
of the 1946 trade agreement between the two countries, concluded pur
suant to the Philippine Trade Act of 1946. The two delegations .agreed 
to recommend, for consideration by their respective Governmen,ts, the 
Tevisions of the agreement that were incorporated in their final .act. At 
'the close of the period covered by this report, · however, these recom
mendations had not been implemented by either Gov~rnment. 



Chapter 6 

Changes in Quantitative Restrictions, Ex
·c4ange Controls, and Tariffs by Countries 
With Which the United States Has Trade. 
Agreements 

INTRODUCTION 

This chapter is divided into two major parts. The first part deals 
with developments with respect to the use of quantitative trade restric
tions and exchange controls by countries with which the United States 
h<i;s tr.~~e agreements; the second part reviews the more important changes 
in tarHlS by these countries. The period covered is from July 1, 1954, to 
June 30, 1955, although developments occurring before the middle of 
1954 are reviewed in some instances, particularly those relating to tariff 
changes. As pointed out below, changes in tariffs have recently assumed 
greater importance than in previous postwar years. 

During the period July 1, 1954, through June 30, 1955, the relaxation 
and removal of quantitative restrictions on imports and exchange controls, 
'noted ' in the Commission's last report, generally continued in Europe 
and other parts of the world. Some countries, which had done much in 
1953-54 to remove quantitative restrictions on imports of dollar goods 
as well as on imports of nondollar goods, did little more in this direction 
in 1954-55. Other countries, which had made little or no progress in 
removing such restrictions during 1953-54 made considerable progress: 
in removiilg ·them during 1954-55. A few countries made little or no 
progress in removing restrictions during either period, and a few others 
actually ·tightened their controls. During 1954-55 there was some 
dampening of the optimistic expectations of 1953-54 regarding the out-' 
look for general currency convertibility in the near future, due mainly
to a deterioration in the balance-of-payments position of the United 
Kingdom and a decline in its gold and dollar reserves. In general ,.. 
however, the preparations for convertibility and a return to multilateral 
1;rade continued, as reflected in a relaxation of trade restrictions and 
exchange controls and in plans for the liquidation of the European 
Payments Union. 

On the other hand, there was a somewhat greater inclination during 
1954-55 for countries to increase-or seek to increase-their import 
duties than there was in earlier years. This situation reflects the fact 
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that, as countries relax quantitative restrictions on imports, tariffs 
again assume a greater degree of importance as a means of maintaining 
at least some of the protection that was formerly provided incidentally 
by other types of trade restrictions. Tariffs that are bound in trade 
agreements (as in the General Agreement on Tariffs and Trade, and in 
the few remaining bilateral trade agreements to which. the 'United States 
is still a party) may nbt be increased by unilateral action. More and 
¥10re, however, countries have insisted on renegotiating at least some 
of their bound rates in order to obtain greater freedom to incte'ase them. 
Nevertheless, the Contracting Parties to the GeneraL.Agr.~e~n:t have 
been able to forestall any widespread departure from the -db.je·etiv.es of 
the agreement. Tariffs that are not bound in a trade agreement may, 
of course, be ahered _by any country without consulting any other country; 
it is in the area of such unbound duties that most of the recent tariff 
changes have occurred. 

The. general provisions of the General Agreement permit the use of 
quantitative restrictions and exchange controls for balance-of-payments 
r easons, but prohibit their use--except under certain specified circum
stances-for the protection of domestic industries. · All contracting 
parties to the agreement are obligated to relax their quanti~atiye controls 
when their external :&nancial positions improve, and to rem:ove. :tli:em 
entirely when the balance-of-payments problems that gave rise to them no 
longer exist. The fact that a number of soft-currency countries have 
reached, or apparently are about to reach, a position where their currencies 
are generally convertible into dollars-and other currencies-accounts {or 
the numerous instances, noted in this report, of relaxations of quantitative 
restrictions on imports, particularly those from the dollar area. Countries 
that effect such relaxations usually state that they ·a.r.e undertaken in 
preparation for a return tc currency convertibility. Feat that their trade 
would be unfavorably affected if they were unable to join with other 
countries in convertibility and the freeing of trade from quantitative 
restrictions is a strong incentive for countries to make preparations ,for 
convertibility. 

DEVELOPMENTS IN 1954-55 WITH RESPECT TO THE USE 
OF . QUANTITATIVE TRADE RESTRICTIONS AND EX
CHANGE CONTROLS 

In 1954, 11 of the 33 foreign countries that are contracting parties to 
the General Agreement on Tariffs and Trade were reported as not re
stricting imports for balance-of-payments reasons.1 These countries are 

I See ch. 3 of. this report, and Contracting Parties to GATT, Baiic lnrtrume.nts •.. , 
Third Supplement, pp. 63 ff. 
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Belgium, Canada, Cuba, Czechoslovakia, the Dominican Republic; Haiti , 
Indonesia, Luxembourg, Nicaragua, Peru, and the Union of South Africa.2 

The essential feature of this policy is the general absence of discrimination 
against imports from the dollar area. 

The remaining 22 contracting parties reported that they maintain re
strictions on imports to safeguard their balance of payments and that they 
e xercise some degree of discrimination as between sources of supply. 
These countries are Australia, Austria, Brazil, Burma, Ceylon, Chile, 
Denmark, Finland, France, the Federal Republic of Germany, Greece, 
India, Italy, the Netherlands, New Zealand, Norway, Pakistan, the Fed
eration of Rhodesia and Nyasaland, Sweden, Turkey, the United King
dom, and Uruguay.3 

Some of the nondollar countries with which the United States has trade 
agreements on a bilateral basis instead of under . the General Agreement 
on Tariffs and Trade restrict imports on a discriminatory basis for balance
of-payments reasons; these countries are Argentina, Iceland, Iran, and 
Paraguay. All of these countries have exchange control and use quanti
tative restrictions to restrict imports; all except Iceland exercise exchange 
.control through multiple-exchange-rate systems. The dollar countries 
with which the United States has bilateral trade agreements, namely 
Ecuador, El Salvador, Guatemala, Honduras, and Venezuela, do not rely 
-0n quantitatiye restrictions to restrain imports for balance-of-payments 
reasons. El Salvador, Guatemala, and Honduras maintain no exchange 
restrictions. Ecuador and Venezuela have exchange control in the form 
-0f multiple-exchange-rate systems; Ecuador prohibits the importation of 
·certain commodities, and Venezuela maintains a . few import restrictions, 
principally for purposes of protection. 

In considering the developments regarding the use of quantitative 
trade restrictions and exchange controls by the countries with which the 
United States has trade agreements, it is helpful to classify the countries 
as follows: (1) Western European countries that are members of the 
-Organization for European Economic Cooperation (OEEC); (2) countries 
of the sterling area-chiefly British Commonwealth countries; (3) various 

3 The United States also maintains no restrictions on imports for balance-of-payments 
reasons . . 

3 Japan, which was not a contracting party to the General Agreement during the period 
covered by this report (it did not become a contracting party until September 10, 1955), 
also rest ricts imports for balance-of-payments reasons and discriminates between sources 
of supply. For a detailed discussion of the negotiations between Japan and other con
tracting parties at Geneva in February 1955, see ch. 4. 
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non dollar countries (other than those in groups 1 and 2); and ( 4) dollar 
countries.4 

The first three of these groups-except as noted below-have in common 
.balance-of-payments problems that result chiefly from shortages of dollar 
exchange. In order to conserve their limited supplies of such exchange 
for their more essential requirements and to build up their dollar and gold 
r.eserves, these countries have long relied heavily on the use of quantita
tive import restrictions (principally quotas and licensing) and exchange 
controls. 6 Only one of these countries-Switzerland-has actually been 
in·a position to operate on a convertible-currency basis. Because of its 
proximity· to and close association. with a large number of countries whose 
currencies are not fully convertible, however, Switzerland retains certain 
restnictions on convertibility. Within the last 2 years some of the other 

'The term "dollar countries" is applied somewhat arbitrarily. The International Mone
tary Fund's Balance of Payments Yearbook, vol. 5, 1947-53 (issued in 1954), does not dis
tinguish. ~he dollar area as a separate group in the presentation of balance-<>f-payments data. 
As stated in the Yearbook, "The definition of that area varies from .country to country, 
depending on the payments arrangements in force between the reporting country and indi
vidual foreign countries, and the definition may change from time to time for anyone ~un-· 
try. However, the classification does provide for showing separately data for the Uni~ed 
States ·and Canada, which ordinarily constitute the main members of the dollar area." 
In the . Fund's International Financial Statistics the Latin American dollar countries are 
listed as Bolivia, Colombi~, Costa RiC"a, Cuba, the Dominican Republic, Ecu'a,dor, El Sal
vado;, Guatemala, Haiti, Honduras, Mexico, Nicaragua, Panama, and Venezuela. The 
United Kingdom exchange-control regulations list as ."American and Canadian account 
countries," in addition to the United States and its dependencies, Canada, and the Latin 
American countries named above, Liberia, the Philippine Islands, and Pacific islands formerly 
under Japanese but now under United States administration. Latin American countries 
listed in .Jnternational Financial Statistics as nondollar countries are Argentina, Brazil, Chile, 
Paraguay, Peni, and Uruguay. In its Fifth Annual Report on Exchange Restrictions (1954) , 
the Fund states that the currencies of five Latin American countries-Colombia, Costa Rica, 
Ecuador, Nicaragua, and Peru-"might appropriately be characterized as in fact substan
tially convertible, although a few restrictive practices remain." In the Commission's present 
report Peru is treated as a nondollar country, and Ecuador and Nicaragua as dollar coun
tries; this follows the Fund's classification in International Financial Statistics. 

a Quantitative restrictions on imports and regulations to control the issuance of foreign 
exchange are closely associated in all systems of trade control. Import quotas and import 
licensing are the devices used by countries to indicate in advance how much of a given com
modity may be imported within a given period, thus affording importers some definite idea 
of how to plan their import programs. These devices are used to supplement exchange 
licensing (an arrangement under which the exchange allocated to importers for purchasing 
foreign goods is limited); they are highly selective and therefore of primary importance in 
enabling· a country to give various degrees of priority to imports regarded as essential to the 
national economy. In some countries, exchange is automatically granted to persons holding 
import licenses; in others a separate exchange license is required. Exchange control has a 
wider application than quantitative trade restrictions have, since it applies to capital trans
actions and other "invisible" transactions , as well as to the trade in merchandise. Ex
change control takes on still another aspect when it is exercised (as in numerous Latin 
American countries) through multiple rates of exchange. 
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countries that have long been called nondollar countries have reached a 
position that places their currency on the verge of full convertibility, but 
still not close enough to this objective to justify the elimination of import 
restrictions and exchange controls. 

Countries whose currencies are generally convertible have no reason to 
employ. quantitative trade restrictions or exchange controls for balance
o(payments purposes. Dollar countries that are parties to the General 
Agreement on Tariffs and Trade-like all other contracting parties to the 
agreement-may not employ quantitative restrictions for protectionist 
reasons, except by special arrangement and under specified conditions. 
These countries, therefore, have been more inclined in recent years to 
resort to their tariffs for protection than have countries that are free to 
take advantage of those provisions of the General Agreement that relate 
to the use of quantitative restrictions for balance-of-payments purposes. 
In particular, countries of Latin America-whether they are dollar or 
nondollar countries-have widely used multiple rates of exchange to con
trol imports and to give priority to certain goods, and also to favor certain 
export commodities. Raising or lowering the rates of exchange applicable 
to various exports and imports has much the same effect as changing the 
rates of duty applicable to them. 

In this report, relatively little attention is given to the details of the 
· mµltiple-exchange-rate systems that are employed by various countries. 
The operation of multiple-exchange-rate systems, which has been dis
cussed · in detail in earlier Tariff Commission reports on the operation of 
the trade agreements program has not changed substantially. In this 
report, attention is centered mainly on the steps that various countries 
have taken during the past year to further the general policy of modifying 
quantitative restnct1ons on imports. These developments, particularly 
as they relate to the relaxation or removal of restrictions, are of interest 
to the United States because of its participation in the general campaign 
for the removal of quantitative trade restrictions. The factors associated 
with increased production in the various countries have enabled them to 
achieve a closer equilibrium in their external balances with each other-as 
in the OEEC countries and the sterling area-and also with the United 
States and other countries that have fully convertible currencies . 
. The general improvement in the balance-of-payments positions and also 

in gold and dollar reserves, which has resulted mainly from increased 
production and growing prosperity, has, however, created some new 
problems for the Contracting Parties to the General Agreement on Tariffs 
and Trade. From 1948 until a year or two ago, contracting parties to the 
General Agreement found it relatively easy to commit themselves to 
tariff reductions because protection against imports was brought about 
principally through exchange controls and quantitative import restric
tions imposed for balance-of-payments reasons. In these circumstances, 

878540-56--10 
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the chief problem of the Contr'acting Parties to the General Agre-ement . 
was to see that contracting parties that employed quantitative restrictions . 
and exchange controls for balance-of-payments reasons adhered to their . 
obligation to relax or remove such restrictions when their external financial 
positions improved. As their positions in this respect improved to the 
point where many of them could and did remove their restrictions,, these 
countries became increasingly aware----because of increased pressur<!,from 
domestic interests for a continuation (in some form) of the protection no 
longer afforded by quantitative import restrictions-that tariffs would 
again .have-to serve their traditional function of being the princ,ipal, pro
tective device. 

Thus the main problem that now confronts the Contracting Parties .to 
the General Agreement is that of discouraging countries from s~eking to 
withdraw tariff concessions in order to have a free hand to increase import 
duties. There has also been a strong tendency for certain countries to 
plead for the right to use quantitative import restrictions for protection 
of domestic industries, especially the so-called hard-core cases. Hard
core import restrictions are those which countries feel cannot be removed 
suddenly-even if a balance-of-payments reason for them no longer 
exists- without serious injury to a domestic industry or branch of agri
ci:ilture that has · become adjusted to the protection they afforded. To 
meet the insistent demand of .certain countries, including the United 
States, for the right to use quantitative restrictions for hard-core cases, 
the Contracting Parties have arranged to grant temporary waivers 
from the obligation to eliminate quantitative restrictions. Each such 
waiver is subject to the concurrence of the Contracting Pa(ties. 

The OEEC Countries 

The countries of Western Europe that are members of the Organization 
for European Economic Cooperation (OEEC) continued in 1954-55 to 
clear most of their payments with each other through the European 
Payments Union, and to make further progress toward the common goal 
of freeing their mutual trade of quantitative restrictions. The further 
reopening of commodity markets to priva.te trading and the spread of 
currency arbitrage were important steps dating from the preceding 
period (1953-54) in the movement toward general currency convertibility. 
The introduction of currency arbitrage (that is, currency trading on a 
multilateral basis) 6 by a number of OEEC countries since 1953 has made 
it possible for these countries to reduce their dependence on the Payments 
Union in making settlements with each other, thereby reducing the gross 
amounts that had to be settled through EPU. It is apparent that, if 
arbitrage arrangements were extended to cover all member countries of 

9 See Operation of the Trade Agreements Program (seventh report), p. 146. 
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OEEC, they would take over most of the functions of the Payments 
Union. 

Actually, it is the intention of OEEC that currency convertibility will 
be restored by developments of this kind, but not all members are yet in a 
position to make such arrangements for their currencies. . Although the 
Swiss franc is convertible, and although the currencies of West Germany 
and the Benelux countries could be made convertible to the same extent, 
these and other countries refrain from launching the experiment untii 
the United Kingdom is in a position to take the lead in convertibility. 
In mid-1954, when the United Kingdom's gold and dollar reserves reached 
a peak of more than 3 billion' dollars, it seemed probable that the pound 
sterling would be freed of restrictions in the near future. Since then the 
British reserves have declined and the United Kingdom has been faced 
with a worsening of its trade balance. In the circumstances it has hesi
tated to attempt convertibility. 

EPU has been renewed on a yearly basis since the close of its first 
year of operation in mid-1951. At the time of each renewal, some changes 
have been made in operational procedures in order to create conditions 
more favorable to its success. When EPU was further extended on July 
1, 1955, it was with the understanding that its operations would be 
terminated by the close of the ensuing year. Since EPU was originally 
established for a group of countries with inconvertible currencies, the 
attainment of convertibility by some members of the group means that 
they no longer have reason to remain in the Payments Union; in fact, 
such countries are anxious to .withdraw from the Union as soon as they 
can make arrangements for satisfactory liquidation and final settlement. 
Such countries could, however, continue . to be members of OEEC and 
to participate in its work toward the relaxation of quantitative trade 
restrictions and the attainment of its other objectives. 

OEEC countries that are not yet ready to undertake convertibility, or 
countries that might find the maintenance of their currencies on a con
vertible basis difficult, would still need to retain at least some of the 
settlement privileges and other benefits provided by EPU. To meet the 
needs of these countries, arrangements have been made to set up a 
European Monetary Agreement to succeed the Payments Union on its 
liquidation. The new monetary agreement provides for the establish
ment of a European Fund · and a multilateral system for settlements. 
The main function of the European Fund, as "residual legatee" of EPU, 
would be to extend credit-in somewhat the same way that credit has 
been extended under EPU-to those countries that need it. Funds 
remaining after the liquidation of EPU, as well as additional funds sub
scribed by members, would constitute the resources of the new fund. 
These resources would supplement credits available from the Inter-
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national Monetary Fund, which in themselves would not be adequate for 
the large-scale operations that might be necessary. 

In preparing for general currency convertibility, the OEEC has pursued 
the correlative objective of the relaxation ·of barriers to the mutual trade 
of its members. From the beginning, OEEC has worked on the principle 
that restoration of convertibility and, :r.el¥l!ftion of quantitative restric
tiom originally adopted for balan-cl!:.of-pa;y1mei:its reasons should go hand 
in hand. Most of the OEEC countries ·have removed quantitative 
restrictions on the greater part of their trade with each other,7 and a 
few have applied the same degree of tradtdiberalization to imports from 
the dollar area as they apply to imports from other OEEC countries . 
.Although the removal of restrictions on both· nondollar and dollar imports 
has proceeded at an uneven rate among the OEEC countries, on the whole 
imports into Europe in 1954-55 were less restricted by licenses, quotas, 
and p.rohibitions than during any earli$!r period since the beginning of the 
postwar efforts to restore trade to a multitat~ral basis. Although balance
of-paymen ts considerations have continued to dictate widespread dis
crimination against dollar imports, the amount of such imports restricted 
by quota and licensing requirements has declined greatly since 1953. 

In early 1955, the only OEEC countries that still maintained quanti
tative restrictions on all dollar imports ·were Austria, France, Norway; 
Portugal,8 and Turkey. Even these countries appear to have been fairly 

· 1~beral in administering their contr'ols ,-01¥' ·imports from dollar sour.ces. 
They have not, however, always been as liheral-with respect to certain 
commodities-as their dollar position seemed to justify. 

As their balance-of-payments positions in dollars improved and as their 
gold and dollar reserves increased, most of the OEEC countries volun
tarily relaxed their quantitative restrictions on dollar goods. In only a 
few instances did they relax their restrictions on particular commodities 
because of the special insistence of the United States, Canada, or other 
hard-currency countries. Self-interest-.,.particularly the desire to prepare 
as rapidly as possible for the return t:o 'currency convertibility-generally 
dictated the relaxation of the restrictions. · 

7 As of March ·15, 1954, Belgium-Luxembourg, Denmark, the Federal Republic of 
Germany, Greece, Ireland, Italy, the Netherlands, Norway, Portugal, Sweden, Switzerland, 
and the United Kingdom had removed quantitative restrictions from 75 percent or more 
of their private imports from other OEEC countries, and so.me of these countries had 
liberalized more than 90 percent. Austria, France, ar:id Iceland had much lower percentages 
of liberalization on OEEC imports at this time, but subsequently increased their percentages, 
as did some of the countries which already exceeded 75-percent liberalization. Turkey had.· 
comptetely withdrawn its liberalization measures in 1953. See Operation of the Trade 
Agreements Program (sixth and seventh reports), ch. 5, for. a discussion of trade-liberalization 
measures taken by the OEEC countries since the establishment of the European P:iyments 
Union in 1950, together with a review of the operati<;m of the Payments Union. . 

8 The United States is not a party to any trade agre~lnent with Portugal, either ~nder 
th: General Agreement on Tariffs and Trade or on a bilateral basis. 
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Several countries considerably relaxed their restrictions on dollar im
ports in 1953-54, and consequently there was less scope for action in this 
respect during 1954-55. For example, in 1953-54 the three Benelux 
-countries-Belgium, Luxembourg, and the Netherlands-eliminated al
most all of their discriminatory treatment of dollar goods by extending 
the same degree of import liberalization to imports from the dollar area 
as to those from OEEC countries. In 1954-55, they further relaxed their 
exchange controls. Complete elimination of these controls by the Bene
lux countries awaits primarily the reestablishment of convertibility of 
·other national currencies. 

After the 50-percent devaluation of its currency in April 1953, Greece 
removed its quantitative restricti0ns 'on virtually all imports, and elimi
nated its multiple-currency practices. Except for the relatively small 
amount of trade represented by the commodities still under restriction, 
Greece by early 1953 had eliminated its discriminatory treatment of im
ports, and thereby had pla~ed most dollar goods on a competitive basis 
with goods from nondollar sources. The resulting automatic increase in 
its ad valorem rates of duty and the comparable upward adjustments in 
its specific rates of duty that took place immediately after the devalua
tion made it easier to dispense· ... W:ith quantitative restrictions, and Greece 
continued in 1954-55 to adhere to the policy of making little use of such 
restrictions.9 Instead, Greece centered its attention mainly on internal 
credit controls as a means of discouraging certain imports. 

By the end of 1954, Switzerland's liberalization of dollar imports from 
quantitative restrictions had reached 98 percent, compared with 86 per
cent for the Benelux countries and about 60 percent for West Germany. 
Switzerland employs few of the . trade . restrictions that other European 
-countries utilize. It has no overall system of exchange control, although 
exchange transactions actually are controlled with respect to countries 
with which Switzerland has bilateral trade and payments agreements and 
with respect to countries that restrict their own payments. Switzerland 
maintains full currency convertihility for residents, and actually could 
maintain it for nonresidents, but has refrained from adopting converti
bility because of the lack of full convertibility in other countries. In 
general, Switzerland's trade controls represent standby arrangements 
that are kept in force for bargaining purposes and for dealing with special 
circumstances. Import licenses are granted without quantitative restric
tions (quotas) for all except a fe~ commodities that are subject to control, 
including ·particularly certain agricultural imports. 

During .1954-55 no· important new developments with respect to quan
titative restrictions on imports from the dollar area occurred in France, 
Iceland, Norway, and Turkey. Developments with respect to the United 

9 Greece has been in the rather unusual ·position ~f having greater payments difficulties 
in relation to European countries than in relation to the dollar area. · 
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Kingdom are discussed in the section of this chapter on the sterling area. 
Some OEEC countries that had been slow·to{remove quantitative restric
tions on dollar goods in 1953-54-notably Austria, Denmark, Italy, and 
Sweden-made some progress in this direction during 1954-55, or were 
preparing to relax restrictions. In line with its policy in 1953-54, the 
Federal Republic of Germany continued its wide-scale liberalization of 
dollar imports. The developments with respect to the five countries last 
mentioned are discussed below. 

Austria 

~:µstria did little more in 1954-55 than in 1953-54 to remove quantita
tive restrictions on imports from the dollar area, although it appeared to 
be preparing to accord more liberal treatment to dollar goods. In 1953-54 
Austria had shown a decided unwilliJ,lg~~si; to relax its restrictions on 
dollar imports, despite a period of prosp~rity and an improvement in its 
external financial position, including a betterment of its gold and dollar 
position. Rather, Austria's relaxation of trade restrictions and exchange 
controls was more favorable to other OEEC countries, with which it con
ducts most of its trade. United States protests to Austria against dis
criminatory treatment of dollar imports-:-which the United States re
garded as unjustified in view of Austria' s greatly improved dollar position, 
which in turn was due in considerable degree to United States financial 
aid-brought some relaxation of the licensing restrictions on specific com
modities before the middle of 1954. 

During the ensuing year it was reported that Austria planned to relax 
restrictions on imports from the dollar area considerably, but no exten
sive improvement occurred during the period covered by this report. The 
only instance since World War II in which Austria completely freed the 
importation of a United States product from quantitative restrictions 
occu.rred in October 1954, when it removed the restrictions from imports 
of United States automobiles, and ma.de available the dollar exchange 
necessary to pay for them. At the same time, Austria considerably re
duced the duty on imports of automobiles. As of December 1 ~ 1954, 
Austria further increased the percentage of liberalization of its imports 
from OEEC countries from 75 percent to 83 percent. This and earlier 
libe_raliz~tion measures that affected imports from OEEC countries in
duced Austrian importers to give preference to imports from these coun
tries, so that total imports from the OE~C area increased. 

Denmark 

During 1953- 54 Denmark administratively relaxed some of its severe 
quantitative restrictions on imports from -the ·dollar · area, but not to die 
extent that seemed warranted by its doltar :poshinn. DuTing ·that ye~r it 
issued import licenses liberally for a considerable number of dollar raw 
materi~ls and semimanufactures required by Danish producers, but this 
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acti0n~ w.as administrative in character, and did not represent a complete 
removal of the restrictions on such imports. 

In 1954-55, however, Denmark gradually removed the licensing require
ments applicable to a wide range of dollar commodities.10 At first, in 
December 1954, it began to grant licenses freely-on an administrative 
basis-for imports on which it expected shortly to remove licensing 
requirements entirely. In February 1955, Denmark published a list of 
commodities that could be imported freely-that is, without license
from the dollar area or from OEEC countries, and another list of com
modities that could be imported without license from OEEC countries 
only. It was estimated that, by this action, Denmark removed licensing 
requirements for about 38 percent of all its imports from the dollar area 
(1953 basis). In addition, Denmark listed a number of commodities for 
which 1 licenses were to be granted liberally for imports frbrn dollar arid 
OEEC areas, and a number for which licenses would be granted liberally 
for imports from OEEC countries only. The import-license requirement 
for commodities on these two lists was retained. 

Denmark was able to relax its restrictions on dollar imports because 
Danish exports to the dollar area had been increasing rapidly for many 
months, as a result of which its dollar balance had increased. However, 
the country's total foreign-exchange position was far from satisfactory, 
and it continued to deteriorate. In March 1955, in an effort to ·improve 
the country's foreign-exchange position, Denmark adopted a number of 
new fiscal measures designed to curtail consumer purchasing; these meas
ures included new sales taxes and higher import duties on a number of 
co'ri.s,l!mer goods. In addition, Denmark has at various times adopted 
measu,res· to restrict bank credit, curtailed public and private building 
activities, and reduced defense expenditures-all with a view to combating 
its foreign-exchange crisis. 
Federal Republic of Germany 

The progress that \.Vest Germany has made toward currency converti
bility and in relaxing its re~trictions on dollar and nondollar imports has 
been particularly striking. In November 1954 and May 1955, West 
Germany took additional action, beyond that taken before mid-1954, to 
relax its quantitative restrictions on dollar imports. 

In November 1954, the Federal Republic added 1,800 commodities to a 
previous list of 2,000 items that could be imported into West Germany 
from dollar countries without quantitative restriction (the previous list of 
2,000 items resulted from a liberalization in February 1954). In May 

10 The principal items of interest to the United States on which Danish import restrictions. 
were relaxed included unmanufactured tobacco; cotton; asphalt; lumber; ·paper; many 
~hemicals; various tools and instruments; sewing machines; agricultural machinery; textiles; 
textile machines; printing, packing, and other machines; machine tools; and certain classes. 
of transformers. 
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1955, 600 additional commodities, including about 100 agricultural and 
food products, were added to the list of commodities freed of quantitative 
restrictions when imported from dollar sources. Thus, between February 
1954 and May 1955, a total of 4,400 dollar commodities out of about 6,000 
items in the West German tariff schedule were freed from quantitativ:e 
restnct10ns. Between these two dates West German imports from the 
<lollar area, calculated on a monthly average basis, increased about 60 
percent aoove the monthly average for 1953. Discriminatory resii;ict;ions 
by West Germany on imports of coal from the United States had· le-d to 
.complaints by the United States in 1953-54,11 but the grounds for these 
·complaints declined as West Germany increased its import quota for 
United States coal in 1954 and again in 1955. 

The above-mentioned moves by the Federal Republic to relax restric
tions on dollar imports were largely voluntary, and reflected the Govern
ment's belief that the additional competition from dqllar imports would 
stimulate and benefit the country's economy. The objective of the 
Government is to achieve the same level of liberalization from quantita
tive restrictions for imports from the dollar area as for imports from 
OEEC countries. 

W·eS:t Germany's foreign-exchange holdings have continued to i:-~~li~;~~e 

despite the relaxation of import restrictions and exchange-control r~gula
tions. The increase iri gold and dollars has been particularly noteworthy; 
late in 1954 about 75 percent of West Germany's foreign-exchange 
reserves consisted of gold and dollars, compared with 60 percent at the 
end of 1953. 
Italy 

Soon after the European Payments Union began operations in July 
1950, Italy-which had heavy surpluses with the Payments Union
removed virtually all its quantitative restrictions on imports from other 
OEEC countries. Even when it subsequently became a debtor to EPU, 
and when other countries imposed severe quota restrictions on imports of 
Italian goods, Italy did not reimpose these quantitative res.trictions. On 
the other hand, Italy long required licensi~g for all imports from the 
dollar area, except for about 65 commodities that were regarded as 
·essential and that were not available except in dollar countries. The 
United States regeatedly insisted that the Italian restrictions were not 
justift~d in the l~ght of the steady improvement in Italy's dollar position, 
but the Italia;Il Government did nothing en a substantial scale · to relax 
restrictions on dollar goods until August 1954. · At that time Italy added 
some 500 commodities- almost entirely raw materials and semimanu
factures-to its existing short list of liberalized imports (those not requir
ing-·~ vaH?af.ed 'import license) from the dollar area. The principal items 
on the ~ew ,list that were of interest to the United States were coal and 

11 See Operation of the Trade Agreements Program (seventh report), p. 161. 
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deFiiV.;ltiyes, oil and derivatives, and ferrous and nonferrous ores. Cotton 
and wheat, which constitute the two largest single import items from the 
United States, were not on the list. 

In May 1955, however, Italy entered into an agreement with the United 
States to purchase about 50 million dollars' worth of surplus United 
States commodities, including cotton, wheat, and tobacco. Payment for 
these commodities is to be made in Italian currency. From the total 
funds thus made available to the United States, an amount equivalent to 
20 million dollars is to be set aside for the procurement in Italy of goods 
and services for United States aid programs in other countries, for meeting 
administrative expenses incurred in Italy by the United States Govern
ment, and for the purchase in Italy of strategic materials for the United 
States. The remaining funds in lire (equivalent to 30 million dollars) are 
to be:loa:ned to the Italian Government for 40 years, for use in promoting
development projects in Italy. 

Italian officials expressed the view in 1954 that full convertibility for 
the lira was still quite distant, but that a limited form of convertibility 
might be undertaken in cooperation with other OEEC countries. In 
recent years, the great bulk of Italian trade has been with OEEC countries. 
Sweden 

Until 1954 Sweden did not consider its dollar position strong enough 
to jus~ify any extensive relaxation of its quantitative restrictions on 
imports from the dollar area. From 1947 until 1954, Sweden had main
tained severe restrictions on dollar imports; it had given priority to 
imports of essential raw materials, fuel, and capital goods, and had per
mitted- United States manufactured goods only limited acces.s to the 
Swedish market. 

·Sweden's relaxation of import restrictions on dollar goods in 1954 was 
officially represented as a preliminary step toward the expected return 
to freely convertible currencies. Effective October 1, 1954, licensing 
requirements were entirely removed for purchases in dollar countries. 
against payment in United States dollars; the commodities affected 
covered about 45 percent of total Swedish imports in 1953. This new 
dollar "free list" (that is, list of commodities free of restrictions), which 
included certain raw materials, semimanufactures, and a large number of 
finished goods, 12 includes a majority of the commodities on which Sweden 
had granted concessions to the United States in the General Agreement 
on Tariffs and Trade. 

On another, a so-called transit-dollar, list (which includes tobacco and 
tobaeco products, fresh fruits, coal and coke, tires and tubes for auto-

12 Induded in the dollar free list were almost all chemical products, all hides and skins, 
rubber products, wood products, all paper except newsprint, textile raw materials, hats, 
shoes, all iron and steel manufactures, most types of machines and apparatus, musical 
instruments, dried fruit, canned fish, and rice. 
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mobile assembly, ·and numerous other products), Sweden arranged to 
issue licenses freely for goods originating in the dollar area under certain 
conditions with regard to payment. Payment for these listed dollar 
goods purchased in nondollar countries must be made in dollars obtained 
through triangular transactions with nondollar countries. If the listed 
dollar goods are purchased in dollar countries, payment is made in 
"transit dollars," that is, in dollars obtained from Swedish commercial 
banks at a .premium. Later in 1954, automobiles and some other com-:
modities were added to the transit-dollar list. In January 1955 a · few 
materials (including asbestos, bauxite, gypsum, mica, and cement) were 
transferred from the transit-dollar list to the dollar import free list. After 
the removal or relaxation of the restrictions mentioned above, imports 
into Sweden from the dollar area increased considerably. 

The Sterling Area 

Although · the total balance-of-payments surplus and the gold and 
dollar · holdings of the countries of the sterling area declined sharply in 
the second half of 1954,13 most of these countries nevertheless continued 
to relax their quantitative restrictions on imports from both the soft-

. currency countries and the dollar countries. The principal developments 
in certain of the sterling-area countries are summarized below.. · 
The United Kingdom 

The maintenance of its gold and dollar reserves at a level high enough 
to warrant a new attempt at currency convertibility-without the · 
dangers which made the 1947 attempt a failure-is the ever-present 
concern of the United Kingdom. The high level of the United Kingdom's 
reserves in 1953 and early 1954 led to the general feeling in the United 
Kingdom and other countries that convertibility could be undertaken in 
the near future. In the second half of 1954 and early 1955 the situation 
with respect to the United Kindgom's balance of payments and its gold 
and dollar reserves deteriorated badly, so that the prospect for converti
bility was again retarded. Fear of adding to the United Kingdom's 

ia The total sterling-area balance-of-payments surplus with the rest of the world (not 
counting defense aid) deteriorated from 325 million pounds sterling in 1953 to 7 million 
pounds (prelimin.ary,estimate) in 1954. Of this decline of 318 million pounds, the United 
Kingdom accounted for 153 million pounds (from a surplus of 44 million pounds in 1953 to 
.a deficit of 109 million pounds in 1954), and the rest of the sterling area accounted, for.;165 
million pounds (from a surplus of 281 million pounds to a surplus of 116 million pqunds). 
Most of the deterioration occurred in the second half of 1954. The United Kingdom's 
holdings of gold and United States and Canadian dollars increased from 2,518 million dollars 
in December 1953 to 3,017 million in June 1954; by December 1954 they had declined to 
2,762 million, and by June 1955 to 2,680 million. For external financing and the S·!rengthen
ing of its .rc;serves, the United Kingdom .had available.160 million pounds sterling .(cu,rr.ent 
~urplus plus defense aid) in 1954, compared with 217 million pounds in 1953. Gold reserves 
absorbed 87 million pounds in 1954, compared with 240 million pounds in 1953. 
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dollar-import liability increased rather than slackened. Nevertheless, 
the United Kingdom continued its policy of gradually removing restric
tions on dollar imports; at the s.ame time it sought to discourage an 
increase in imports, and even to reduce them, by adopting more stringent 
controls on internal credit. 

As of early 1955, the United Kingdom still virtually prohibited imports 
of consumer goods requiring dollar payment. A wide range of consumer 
goods is admitted from the doll~r area under the British token-import 
plan, but the quantities remain very small, despite frequent extensions 
of the plan.14 During 1954 some relaxation-in the form of larger quotas
was permitted on commodities not covered by the token-import plan, 
such as coffee, machinery, chemicals, newsprint, woodpulp, and tobacco. 
Many raw materials still are subject to severe import restrictions, or 
resale restrictions. These restrictions apply particularly to dollar com
modities that are traded on the commodity markets (such as cotton, 
grain, and vegetable oils) and that cannot be sold abroad by United 
Kingdom traders except for dollars. Imports of minor raw materials, 
semifinished textiles, special types of steel, and dyestuffs are among 
those that are restricted by quota limitations. 

During the second half of· 1g.54•the United Kingdom relaxed its -import 
restrictions on a number of dollar commodities, but it did so only in the 
light of its existing or prospective balance-of-payments position. The 
Board of Trade promised favorable consideration of applications for li
censes to import machinery from the dollar area provided it was convinced 
that such imports would reduce domestic costs and that similar machinery 
was not available from nondollar sources. More favorable consideration 
also was to be given to applications to import certain chemicals from the 
dollar area if such chemicals were not available from domestic sources. 
After announcing that canned salmon would revert to private purchase, 
the United Kingdom permitted private imports of canned salmon from the 
United States and Canada subject to specific licenses issued under an un
a llocated quota, effective October 1, 1954. In August 1954 restrictions 
were eased on the importation from the dollar·area of plywood and certain 
other boards manufactured from softwood. Open individual import li
censes for these products were made valid without limit as to quantity, 
value, or period of validity. ln De.cember 1954 the United Kingdom 
amended its import-licensing restrictioqs on various fiber boards by mak-

a The British token-import plan was established with tlie United States in 1946 to enable 
eligible United States manufacturers or firms to export to the United Kingdom token ship
ments of specified commodities, the importation of which from dollar sources is generally · 
prohibited. Definite quotas are establi~h~d for each commodity or group of commodities. 
The plan was extended through 19SS on the same general basis as for 1954, but a few items 
previously dropped from ·the list of token-import commodities were restored for 1955. 
There also was some expansion in the type of firm eligible to participate in the plan. 
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ing such imports admissible from any source, including the United States, 
without individual licenses. 

United Kingdom restrictions on dollar imports were further relaxed in 
the first half of 1955, but such relaxations; like those of 1954, were limited 
to only a few special products. An additional quota for hardwood from 
the dollar area was announced in January 1955. The reopening of the 
London copra market to private traders was announced early in 1955 (un
der arrangements similar to those already in effect for rubber, le~d, zinc, 
tin, and copper); United Kingdom traders thus became eligible to purchase 
copra for dollars or any other currency, and to resell it for sterling. This 
action was regarded as an exchange-control relaxation of some importance, 
because it permits United Kingdom traders to buy copra for dollars in the 
Philippines-which is a dollar country-and to resell it for dollars in the 
United States. 

Beginning in April 1955 certain hides and skins, cotton !inters, certain 
unwrought ferroalloys, and certain naval stores could be imported freely 
into the United Kingdom from any country without regard to licensing 
procedures. About the same time new and more liberal arrangements 
were announced for licensing the importation of lard from all countries. 
Lard originating in the sterling area could now be imported freely without 
licensing. Lard from all other. sourees could li>e imported under open in
dividual license, although imports of lard originating in the United States 
were made subject to the condition that licenses for such lard would be 
honored only at such time as funds of the United States Mutual Security 
Agency-(MSA) were no longer available for the purchase of lard direct from 
the United States. That is, license holdef.s-,w0u1d be required to purchase 
United States lard under MSA procurement .authorizations until all such 
authorizations were used up, after which they would be able to purchase 
it when consigned from any country. 

Arrangements affecting United Kingdom purchases of United States sur
plus agricultural commodities under the Mutual Security Act of 1953 also 
were made early in 1955. Purchases in specified dollar totals were author
ized for a number of commodities, including tobacco, prunes, lard, cotton-, 
seed oil, certain canned fruits, certain fruit juices, cooked poultry, and beef. 
Licenses are granted for the importation of these commodities, with valid
ity for a specified period of time, in order to control their distribution. 
The United Kingdom also concluded a new agreement with the United 
States to import 250,000 tons of coal from the United States against pay
ment in sterling, an arrangment that makes it possible for the United 
Kingdom to purchase the coal without drawing on its existing dollar resour
ces. The purchases are authorized under the:Mutual Security Act, which 
specifies that the sterling received bythie· Utritetl'States will be used to.make 
~uch purchases as may be agreed upon between the two Governments 
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In May 1955 the United Kingaom further relaxed the restrictions on a 
number of imports from nonsterling, nondollar countries; this relaxation 
principally affected its trade with other OEEC countries. The relaxa
tion-on most iron and steel products not previously freed of restrictions, 
on hops, phosphate fertilizers, certain chemicals, and ,some minor machin
ery items-was made by shifting these commodities from the list of com
modities subject to individual.lice:nsing (or licensing under quotas agreed 
to in bilateral trade agreements) to open general license, covered by global 
quotas. The effect of this change was to increase the United Kingdom's 
liberalization of OEEC imports to 85 percent. 
Other sterling-area countries 

During 1954-55 the trend in most of the overseas sterling countries 
was toward a general relaxation of ·quantitative restrictions on their 
imports from all countries, including the dollar countries. The out
standing exception to this more liberal policy was Australia; despite its 
general objective of eliminating such restrictions, Australia felt obliged 
by external financial reversals and poorer prospects to restrict imports 
still further. The other sterling-area countries generally ·were able to 
relax restrictions because of an 'improvement in ·their foreign balances 
and in their foreign-excha.nge :reserves. Ceylon adhered closely to its 
policy of regulating imports mainly by increasing or lowering import 
duties. The outstanding changes during 1954-55 in the application of 
nontariff import controls by Australia, Burma, New Zealand, Pakistan, 
India, the Federation of Rhodesia and Nyasaland, and the Union of South 
Africa are discussed below. 

Australia.-ln view of the prospect that imports in 1954-55 would be 
much greater than they were in 1953-54-with a resulting further deteri
oration in its balance Cif payments unless steps were taken to curb the 
trend-Australia tightened its import restrictions on October 1, 1954; 
it further tightened them on April 1, 1955. The Government emphasized 
that the more stringent restrictions were not intended to be a substitute 
for, or an adjunct to, protective tariffs, but were nece~sary solely because 
of the balance-of-payments deficit. Australia was anxious not to 
give the impression that it had abandoned its policy of abolishing its 
import restrictions-a policy that it (and the other Commonwealth 
countries) had adopted in 1952. 

Under the Australian system of quantitative restrictions and exchange 
control, the importation of all commodities is prohibited except under 
license. Licenses issued for imports from the dollar area are restricted 
to goods classified as essential, including raw materials, industrial supplies, 
and capital equipment. Licenses for imports from all other countries are 
granted freely for certain commodities, such as those regarded as essential. 
For other commodities licenses are issued either on a quota basis, or on a 
"no quota" basis (licensable without restriction), subject to administrative 
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decision (for example, machinery and capital equipment for which control 
by quota is inappropriate). 

EaPly iR---1-%4--mes~ of the commodities listed under the special classi.:. 
fication of essential goods . were transferred to the no-quota basis and 
the remaining few, .to an administrative basis·; the former special classi
fication ·Of essential items was deleted· faiom . .the import-licensing schedule. 
It soon developed, however, that unoer thiidiberalization measure some 
importers were overbuying (speculative ·stockpiling) goods placed in the 
no-quota category. Effective October 1, 1954, therefore, the Govern
ment again placed some of the good.s on a quota basis; these goods· included 
unassembled automobiles, unmanufactured tobacco, carpets, chemicals, 
certain steel products, machinery, machine tc>ols, and sewing machines. 
The. new quotas on these goods, however, were somewhat larger than 
they had been before April 1, 1954, when _,the quotas on them were 
removed. Commodities such as ra;v cotton,, crude rubber, nitrate of 
soda, and rock phosphates continued . to be .licensed administratively on 
a no-quota basis. Although the restrictions were introduced on October 
1, 1954, they were not expected to reduce· the volume of imports appre
ciably until after the middle of 1955-that is, .u.ntil after orders placed · 
abroad under the previous and more liberal licensing arrangements were 
filled . 
. The additional restnct1ons on Australian .imports that became effec

tive on April 1, 1955-the beginniQ.g of the new licensing ' yea-~were 
ordered because of a further deteridration in Australia's trade balimce 
and foreign-exchange reserves. Quotas were reduced on those goods . 
subject to quota, so that total spending on imports in the more.essential 
category was reduced by 15 percent, and OIJ. those in the less essential 
categories, by one-third. Imports subject to administrative control 
(those on a no-quota basis) were reduced by 20 percent. Moreover, 
import licenses were to be issued on nondollar goods on a quarterly 
basis instead of on a 6-month basis, · as they fprmerly were ; licenses for 
doUar goods continued to be severely ' controlled within a qoa-rterly ex
change budget. As there was no change in the existing tight restrictions 
on dollar imports, the effect of the increased restrictions-although 
they were applicable to nondollar goods in general-was concentrated 
mainly on imports from the United Kingdom. 

Burma.-Burma's program of internal economic development calls for 
a continuing heavy flow of imports of capital goods, in addition to the 
regular types of consumer goods required by .the retail trade. Exports 
of rice are, for Burma, the principal source of foreign exchange. The 
general policy of the Burmese Government is . not to restrict imports· of 
goods that are required for the country's program of rehabilitation and 
reconstruction, and not to be particularly concerned if there is a budgetary 
deficit while the program is in process. Burma depends mainly on 
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foreign Joans for its developmental program; it regards any deterioration 
that may develop in its external-payments position and in its :foreign
exchange reserves as a normal accompaniment of building up the national 
economy. 

Despite this attitude, Burma does restrict some imports when its 
extern·al-.payments position deteriorates badly-as it did in the. latter 
part of 1954 and early 1955-or when it wishes to curb speculative activity 
in foreign buying. In March 1955 _Burma acted to curb importers who 
had placed orders abroad far in excess of those that the Government 
regarded as necessary for the country's requirements. The action con
sisted of ordering a 50-percent reduction in all outstanding import licenses, 
except those for goods intended for industrial purposes or for private or 
personal use. The Government also suspended all open general import 
licenses and, instead, .required individual import licenses. It soon 
modi.fied these orders, however, by, exempting holders of hard-currency 
import licenses from the earlier ruling that permitted only a 50-percerit 
utilization of outstanding licenses, and reestablished open generaJ ,licenses 
for imports of 35 commodities from countries other than Communist 
China and dollar countries. The original restrictive measures were 
further liberalized when the Government decided that the sharp business 
practices which prompted the restrictions had been sufficiently curbed. 

New Zealand.-ln 1952 New Zealand abolished import licensjng for 
most irnports from soft-currency countries but, in order to c.ontrol im
ports from these countries, introduced a system of exchange allocations, 
Under this system importers were granted an annual basic allocation of 
foreign exchange that they could use freely, subject to obtaining ' impor~ 

licenses when such licenses were required. The allocations were increased 
from time to time. Application was required for exchange in excess of 
the basic allocation . Import licenses were required for imports from 
soft-currency sources of goods competitive with New Zealand products; 
for virtually all imports from the dollar area, from Eastern European 
cotint-ries, and from some other countries; and for most automobiles 
regardless of source. Additions were frequently made to the list of items 
that could be imported without license from soft-currency and haerd
currency sources. 

During 1954 New Zealand's external financial position improved to 
such an extent that the Government decided to abolish-effective at the 
end of thi;: year-the system of exchange allocation described above. 
Licensing was retained for imports from soft-currency countries of goods 
that are competitive with New Zealand products, and for imports of auto
mobiles from all countries. The list of goods free of licensing regardless 
of origin-including numerous manufactured products of interest to 
United States exporters-was expanded · at various times during 1954. 
Early in 1954 it appeared to be ~ew Zealand's intention to permit a wider 



15@ TRADE AGREEMENTS PROGRAM; EIGIITH REPORT 

range of imports from the dollar area than had been possible u'nder the 
former system of rigid controls-a system that had led to a denial of 
licenses for dollar imports if the goods could be obtained from nondollar 
sources. However, diminished export earnings and increased expendi
tures for imports later in 1954 led to unusually high monthly deficits in 
New Zealand's balance of payments. Although this situation prompted 
the Government to force a restriction of commercial credit, it did not 
seem to indicate any immediate change in New Zealand's policy of con
tinuing to relax import restrictions. 

/ndia..-lndia's new policy of regulating imports by the use Of tariffs 
rather than by the use of quantitative restrictions was implemented at 
various times during 1954-55.16 As a rule the duties were increased on 
items on which quotas were enlarged, but in some instances the increased 
quotas 'were accompanied by no changes in duties or by a reduction 
of the duties.' In a few instances quotas were entirely removed when 
the increased duties were applied. India · maintains separate quotas for 
some commodities imported from soft-currency countries and for other 
commodities imported from hard-currency countries; for still other 
commodities, it maintains quotas open to all sources. 

For the second half of 1954, India enlarged its import quotas for about 
60 commodities from all sources, and reduced the quotas for about 38· 
items. The increases in quotas for dollar imports-plus the establish
ment of small quotas on a few items formerly not importable from the 
dollar area-were largely offset by lower quotas for other items. A 
number of commodities were kept under open general license until 
September 30, 1954; this action permitted importers to import freely 
without applying for individual licenses. Later in 1954, India established 
some new open general licenses for imports from soft-currency countries-

. effective through September 30, 1955-to replace those that had expired 
on September 30, 1954. It also established a new open general license, 
permitting unrestricted imports from all countries except the Union of 
South Africa; however, a number of items that were formerly on this 
schedule were removed from the provisions of open general licensing, and 
two were added. All except one of the items removed could still be 
imported from the dollar area under individual licenses. Import duties 
were increased on several of the items and lowered on a few others. 

India's import program for the first half of 1955 provided for an overall 
increase in imports. Larger quotas were established for several essential 
items from the dollar area, and quotas were established for a few dollar 
items that had not previously been under quota. Holders of soft-currency 
licenses for some commodities were permitted to use part of their quota 
for imports from dollar countries. The removal of a few items from 
open general licensing, and the reduction of quotas on a number of com~ 

is See the later discussion of Indian tariff changes. 
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modities from both hard-currency and soft-currency areas, still left 
India's general import policy for the first half of 1955 more liberal than it 
had been in 1954. Some quotas were reduced for frankly protectionist 
reasons, including those on woolen fabrics, certain drugs and medicinei;, 
certain motor vehicle parts, and certain chemicals. 

In 1954 and 1955 India also increased its export quotas on tea, peanuts; 
raw wool, and several other important export commodities; some export• 
duties were reduced. These actions were in line with lndia'-s · stated 
policy of augmenting its foreign-exchange resources by more liberal and 
aggressive export policies, which in turn would permit. a continuation of 
its more liberal import policy. 

Pakistan.-ln announcing its import program for the second half of 
1954, Pakistan ·added a few items to the list of goods that might be 
imported under license from the dollar area, including asbestos sheets and 
manufactures, office equipment, some mineral oils, new automobiles, 
unmanufactured tobacco, and secondhand clothing. On the other hand, 
it deleted a few items that formerly could be imported from dollar sources, 
including electric lamps, parts of household refrigerat0rs, marine diesel 
engines, internal combustion engines for road vehicles, and fountain pens. 
On the whole, these changes represented little alteration in Pakistan's 
policy of severely restricting imports, especially those from the · dollar 
area. During the period July- December 1954, only 55 items were 
licensable from dollar sources and approximately 270, from nondollar 
sources. 

Pakistan's treatment of dollar imports during the first half of 1955, 
however, represented a great improvement over that in the preceding 
6-month period. The distinction between the dollar area and the non
dollar area as sources of imports was abolished, except with respect to 
some items specifically listed in bilateral trade agreements with France 
and Japan that were to be imported from these countries. The new list 
contains 311 items .that may be imported from any source without dis:.. 
crimination. The list includes some of the items that had been deleted 
from the import list in 1954, as well as a considerable variety of other 
industrial equipment and consumer goods. 

Pakistan has conclu-ded special arrangements with the United States 
for commodities imported {inder the American-aid program. Special 
import permits are granted for imports of these goods; instead of paying 
for the goods in foreign exchange, importers pay for them in rupees that 
ue deposited in special accounts in the State Bank of Pakistan. Com
modities that may be imported under the aid program include iron and 
;teel, chemicals, machinery and machinery parts, lubricants, vegetable 
)ils, airplanes, jeeps, parts for motor vehicles, refrigerators, drugs and 
nedicines, dyes, raw cotton, raw wool, raw tobacco, and a variety' of 
:otton products. 

378540-5tl--11 



152 TRADE AGREEMENTS PROGRAM, EIGHTH REPORT 

· ·In. June 1954, Pakistan introduced a special export incentive plan
later somewhat modified-whereby exporters of specified commodities are 
permitted to retain between 20 and 30 percent of their foreign-exchange 
,receipts for use in payment for . certain imports. The plan, which was 
to remain in force until March 31, 1955, was intended to promote exports 
forwhich it was difficult to find a foreign market., such as rosin, turpentine, 
tobaceo" feathers, ·and pottery. Commodities not included in the list of 
products eligible for this plan _were jute, cotton; wool, hides· and skins, 
and tea. 
'1 J Fe.de.r.ation of Rhodesia and Nyasaland.-The Federation .of Rhodesia 
and Nyasaland imposes no restrictions on imports from countries of the 
'sterling :.area; its · system of import controls applies only to .nonsterling 
cdunfries. Effective- July 1, 1954, the Federation significantly relaxed 
its,-;quantitative restrictions on imports from the dollar area and other 
noris.terling -sources. It placed many commodities .that were formerly 
i;ubj.ect to·nonsterling exchange quotas on two lists; ' oneJist consists of 
goods that may be imported freely from any nonsterling source and the 
bther, of goods that may be iID:ported only from designated OEEC 
countries. Items on these lists .remain subject to license, but are licensed 
freely: For · items still subject to nonsterling currency quotas; · the 
Federation established new exchange allocations for the second .half of 
1954 . 

. For the first 6 months of 1955, the Federation further relaxed its im
port restnct1ons. A number of commodities, including steel, agricultural 
machinery, and photographic equipment, were added to the list of goods 
that may be imported from any country without exchange-quota restric
tions, although they are still subject to license. The allocation of total 
dollar exchange for imports from the dollar area, although only about 
30 percent as large as that for the second half of 1954, was somewhat 
greater than the amount actually imported from the dollar area during. 
July-December 1954. Smaller exchange allocations also were made 
for imports from nondollar, nonsterling sources. 

Union of South Africa.-South Africa removed its discriminations 
against imports from the dollar area in 1953, but continues to restrict 
total imports to a level that will not place too-great a strain on its foreign
exchange reserves. It follows the policy of . removing quantitative 
import restrictions gradually and on a selective basis, while still retain
ing the overall machinery of import control so that the restrictions may 
be quickly relaxed or tightened, depending on the country's foreign
exchange position. Import controls are maintained, at least to some 
extent, because of the Government's fear that it would be disastrous to a 
large sector of domestic industry if the protection afforded by the con
trols were removed rapidly. 
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South Africa's gold and foreign-exchange reserves increased sub
stantially during 1954 and the first half of 1955. Although imports of 
merqhandise increased in 1954, the increase was more than offset by 
increased gold production, increased merchandise exports, and an in
creased inflow of foreign capital. In view of the improvement . in its 
reserves and foreign balances, South Africa early in July 1954 increased 
the foreign-exchange allocations for consumer goods then held by South 
African importers. Originally, exchange quotas for consumer goods 
had been fix~d at 25_percent of imports in 1948; in Mar~h 1954, they were 
increased to 40 per:cent, and in July 1954, to 45 percent. For the fiscal 
year beginning April 1, 1955, the exchange quota for consumer goods 
was increased to 53~ percent of imports in 1948. Addit ional exchange 
quotas also were granted "in July 1954 for such ·nonconsumer goods as 
farm tractors and other farm machinery and spare parts for the motor
vehicle-assembly industry. The exchange quotas for 'these commodities 
also were further increased for the fiscal year beginning April 1, 1955. 

In 1953 South Africa h~d established, in addition to its existing list 
of consumer goods for which import permits were issued, a "priorities" 
list that included a few consumer goods the importation of which it 
wished to encourage. Increased imports were encouraged by the use of 
an "exchange bonus" plan. Under this plan, importers who held im
port permits for consumer goods on the regular, or nonpriority, list were 
allowed to double their exchange allocations if they wished to import 
goods on the priorities list. That is, they were permitted to convert 
their regular consumer-goods permits to priority-list permits at the ratio 
(based on the value of the permits) of 1 South African pound to 2 pounds. 
In July 1954, South Africa added to the priority import list a considerable 
number of commodities that were in short supply, and the imports of 
which it wished to encourage by the exchange-bonus plan. 

In November 1954, South Africa further relaxed its import restriction~ 
by rerp.oving several items from . the "prohibited" list and adding them 
to the list of goods that may be imported under permit; the items in
cluded all textile piece goods, toys, jewelry, blankets, rugs, shawls, 
radios, watches, and film projectors. Other items for which import 
permits were formerly required were placed on the list of goods for 
wh.ich no import permits were required (the "free" list) . Additions to 
this list included raw wool, coffee, tea, cotton, and textile trimmings. 

The further increases in exchange allocations for consumers' goods and 
industrial equipment for the fiscal year beginning April 1, 1955-which 
have already been mentioned-plus more liberal import licensing for 
other goods, were expected to make possible a large increase in the value 
of import licenses allocated for the year. Although increased imports 
were expected to result in a considerable decline in South Africa's gold 
and foreign-exchange reserves, the country's balance-of-payments posi-
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tion was considered sufficiently strong to accommodate the decline without 
undue strain on the reserves. The removal of discrimination against 
dollar imports at the beginning of the fiscal year that ended March 31, 
1954, did not appear to· have resulted during that year in any marked 
shift to the importation of goods from the dollar area. 

Nondollar Countries Other Than Countries in OEEC or the 
Ster.ling Area 

During the period July 1, 1954, to June 30, 1955, the United States 
had trade agreements with 9 nondollar countries, exclusive of those that 
a'te members of the Organization for European Economic Cooperation or 
are in the sterling area. The 9 countries are Argentina, Iran, and Para
guay (countries with which the United States has bilateral trade agree
ments) and Brazil, Chile, Finland, Indonesia, Peru, and Uruguay (which 
a~e contracting parties to the General Agreement).16 These countries are 
classified as nondollar countries because of their shortage of dollar ex
change, which results in the imposition of restrictions on dollar payments. 
The restrictions, which vary greatly from country to country, reflect the 
fact that the currencies of these countries are not freely convertible into 
dollars. Although Peru's trade and payments a.re relatively .. free of 
restrictions, and although its currency has been described as substantially 
convertible,17 Peru still falls short of being a dollar country in the sense · 
that Veneztiela, Cuba, and several other Latin American countries are 
dollar countries. 

All of these nondollar countries-except Finland-operate multiple
exchange-rate systems.18 The systems are particularly elaborate fa 
Argentina, Brazil, Chile, Paraguay, a·nd Uruguay, and in those countries 
the rates are frequently altered. Some of the countries rely more heavily 
than do others on differential exchange rates as a means of according. 
preferential treatment to certain imports and exports. Peru maintains 
no quantitative restrictions on imports, except for automobiles, which are 
admitted on a quota basis. All the other countries apply quantitative 

ie Japan-also a nondollar country-did not become a contracting party to the General 
Agreement on Tariffs and Trade until September 10, 1955. Japan maintains restrictions on 
imports to protect its balance of payments, and discriminates between sources of supply as 
permitted under article XIV of the General Agreement. In its trade with the dollar area 
Japan does, however, adhere to the principle of nondiscrimination between countries within 
the area. Much of its trade with countries other than those in the dollar area is conducted 
on the basis of bilateral agreements. Its control over imports is exercised through the 
allocation of foreign exchange and through the issue of individual import licenses. 

17 International Monetary Fund, Fifth Annual Report on Exchange Restrictions, Was·b
ington, 1954. 

is For transactions involving exchange for travelers, Finland has rates representing a 
premium of approximately 50 percent over the official rate, but for other transactions it has 
a single-rate structure. 
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restnct1ons to most commodities regardless of their origin. The types 
of restrictions employed vary considerably from country to country, but 
they all have much the same effect. Argentina requires exchange licenses 
and makes wide use of global quotas. Brazil requires import licenses for 
virtually all private imports, and grants such licenses freely to holde;rs of 
exchange certificates that are purchased at auction; some private i~ports, 
.and all public imports, are subject to different control regulations. Chile 
prohibits the importation of certain luxury goods and goods of a type 
produced in Chile. All permitted imports are .subject to license and to 
individual quotas; the quotas are fixed on the basis of the exchange avail
.able. Finland allocates import licenses to individual importers on the 
.basis of, .past imports.. Indonesia requires a combined import and ex
change license; it also makes other demands on importers, incl~ding 
pay.tpent of an advance deposit for the exchange requested and payment 
of a special import levy. Iran prohibits · a long list of imports. Non~ 

. prohibited imports are subject to license and proof that payment will be 
made according to regulations. lr~n formerly placed exchange quota 
limitations on permitted imports, but removed these limitations in De
cember· ,l?,5f. Paraguay requires, for a,ll imp~rts, an exchange co~tract 
which is, in effect, an import and exchange license; the importation of 
items listed as nonessential is restricted. Uruguay requires licenses for 
virtually all imports, and fixes global exchange quota·s for various cur
rencies according to their availability. 

In this report no attempt is made--except for Brazil and Chile--t~ 
review in detail the developments. that occurred during 1954-55 in these 

"nondollar countries with respect to changes in exchange rates and quan
titative import restnct1ons. In general, these c:ountries made little 
change in their policies of severely restricting imports from the dollar 
area and from other areas with which they W_!!re experiencing exchange 
difficulties. Some of the more important developments in Finland, 
Peru, and Uruguay are noted briefly below. ~ 

During the first half of 1955, Finland relaxed a few of its restrictions 
on such dollar imp~rt~ as robacco and oil, but tightene.d those on imports 
of automobiles; it was planning, however, to introduce further measures 
of trade liberalization. During 1954 Peru's imports fr:om the dollar area 
declined as a result, in part, of unfavorable exchange rates. As its 
balance-of-payments position and its foreign-exchange reserves improved, 
Peru temporarily Jifted i~s eµi.bargo on imports of automobiles and replaced 
the embargo with an import quota; it also relaxed somewhat· its controls 
on import credits. Uruguay liberalized its import restrictions in 1954, 
and again early in 1955, by establishing quotas . for various classes of 
goods, Substantial qubtas were allocated to the United States and 
Canada and to certain nondollar countries, including the Soviet Union 
and other Communist countries. In some instances, where no exchange 
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was provided for imports from the United States-as for essential goods
exchange provided for imports from nondollar sources probably would be 
used for imports from the United States through "switch" operations. 
Brazil 

The natur~ of Brazil's import-control system is largely determined. by 
its reliance on bilateral trade and payments agreements-:-arrangeinents 
that create barriers to multilateral trade and payments. Brazil's _basic 
problem is inflation that has resulted from high internal spending and 
the continuous creation of bank credit. As long as this situation remains 
uncorrected, export sales require special stimulation and imports must 
be curbed. M_ultilatera.l trade is virtually impossible under these condi
tions, a~d consequently Brazil conducts its trade and payments on . a 
bilateral basis. Multiple rates of exchange are employed a·s a principal 
means of trade control. Export _proceeds in the various 'currencies·mu·st 
be surrendered to the authorities at specified rates of exchange, and pay
ments to countries with which Brazil has payments agreeme_nts are made 
through special accounts. Payments to countries with which Brazil 
has no payments agreements are usually made in United States dollars or 
other. freely convertible currencies. Import licenses are required for 
virtually afl private imports as a prerequisite for obtaining a license ·to 
purchase the necessary exchange. Import . licenses are granted freely 
to holders of exchange certificates purchased at auction; most impo.rts 
are subject to the _purchase of exchange certificates at auction, arid 
these certificates are prerequisites for obtaining exchange at the official 
rate. Exchange is allocated for imports according to their degree of 
essentiality. Export licenses are required for all exports except exports 
of coffee, which require special authorization. Export licenses are 
granted without limitation except when payment is to be made in an 
inconvertible currency, or for certain other reasons. 

Brazil relies principally on exports of coffee for its earnings of dollar 
exchange, but uses much of this exchange to purchase petroleum products. 
The country has long been at a great disadvantage because of the lack 
of sufficient dollar exchange to meet the heavy demand for it; conse
quently it maintains severe restrictions on imports of dollar and other 
hard-currency goods. Convertible-currency receipts expected to accrue 
in any half-year period are severely budgeted, and are allocated to the 
various categories of imports according to their degree of essentiality. A 
large part of the available exchange is sold to importers at auction in the 
form of dollar-exchange certificates. Dollar-exchange certificates sell at 
a high premium over the official rate of exchange; the premiums vary 
with the category of goods ·for which they are used. The amount of 
dollar-exchange certificates sold at auction is controlled by the Govern
ment, and any substantial variation in the amount sold is accompanied 
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by changes in the premium. The general -tendency during 1954-SS~was 
for the premiums to increase as the year progressed. 

Early in 1955, Brazilian import- and export-licensing regulations were 
extended to June 30, 1956. In anticipation that it might decide to dis
continue, in whole or in part, the system of auctioning exchange ·certificates 
that entitle holders to obtain import licenses, the Government established 
an alternative system that would permit some or all imports to be paid 
for with foreign exchange obtained in the free market. 

In April 1955, Brazil made a slight · concession to the principle of 
multilateralism, and moved away from its strict adherence to bilateralism; 
by officially recognizing switch t .ransactions· in a few commodities. These 
commodities-hog bristles, shellac, and certain gums and fibers-actually 
are imported by Brazil from European countries, although they orig
inate elsewhere. The recognition of switch transactions is evidenced· by 
the requirement that applications for import licenses . for these articles 
must show the true country of origin, and must be accompanied by an 
exchange-commitment certificate for the · currency of the country from 
which they are actually imported. 
Chile 

In its import program for 1954, .Chile increased by 15 to 20 percent 
the number of commodities that were denied import permits. It provided, 
however, for the admission of prohibited items under certain specified 
conditions, such as proof that they are not available from domestic 
sources and proof that they are esseO:ti:ai. .Articles specified in inter
national agreements were specifically excepted from the prohibition.19 

As pointed out in the Commission's last report,2° the United States 
had objected to the high degree of discrimination against Uni.ted St;ates 
goods that Chile's exchange-rate structure p,roduced. The discrimination 
resulted from the fact that, whereas the banking rate for the free United. 
States. dollar (corresponding to the par value) was fixed at 110 pesos 
per dollar, the rates for other currencies were allowed to fluctuate, thus 
creating a multiplicity of effective cross rates for these currencie.s t~at 
were not related to the United States dollar-peso. rate. On account of 
this rate structure, most nondollar currencies came to be quoted at. 
rates equivalent to about 236 pesos t~ the dollar, and some as hig~ 
as 250 pesos to the dollar. Since most of Chile's imports and exports 
of goods and services are at the fixed dollar rate or the fluctuating non:-

u See Operation of the Trade Agreements Program (seventh report), p. 206. The ·iist of 
prohibited imports issued by Chile early in 1954 included iron ingots, special chemicals; 
wood of all classes, furniture of all kinds, rubber products, and many other products. The 
official reason given for the prohibitions was the serious decline in Chile's foreign~chaiige 
reserves. . Conditions are specified for the admission of items on the prohibited li'st, includ~ 
ing proof that adequate domestic supplies are not available. · · 

20 See Operation of the Trade Agreements Program (seventh report), p. 193 . 
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dollar rates, the ever-widening spread between these two sets of rates 
tended to divert an increasing share of Chile's export trade to nondollar 
countries·. To a large extent this situation was corrected in November 
1954, when Chile changed the banking rate from 110 pesos to 200 pesos 
per United States dollar, 21 and established a ceiling for the . exchange 
i:ates for other currencies at the equivalent of 200 pesos per dollar. The 
removal of the artificial differential between dollar and nondollar exchange 
rates would, of course, tend to shift Chile's exports back to the dollar 
area, thus providing greater opportunity for the sale of dollar goods 
in Chile. 

Early in 1955, Chile established a special fund for imports · of certa~n 
essential commodities at· a more depreciated rate of exchange than the 
free· banking -rate of 200 pesos per United. States dollar. It also pro
vided a: special premium rate for certain marginal export commodities
that is, commodities for which it was difficult to :find markets abroad. 
In its exchange budget for 1955 Chile made special provision for the re
payment of accumulate~ arrears in its external payments, as well as the 
usual provisions for current imports. A total of about 425 million dollai;s 
(equivalent) was to be made available for imports, invisibles, and the 
aettlement of pending obligations. · This ·figure was somewhat . smaUer 
than the corresponding figure for 1954. In May 195.5, Chile prohibiteq 
the unportation of automobiles, except those importedr by .diplomats. 

Dollar Countries 

The United States has trade agreements with 10 countries that may 
be classified as dollar countries because their currencies are freely con
vertible into United States dollars. Five of the agreements-those 
with' Ecuador, El Salvador, Guatemala, Honduras, and Venezuela
are on a bilateral basis; the agreements with Canada, Cuba, the Dominican 
Republic, Haiti, and Nicaragua were concluded under the General 
Agreement on Tariffs and Trade. 
· Although these count~ies have convertible currencies and therefore 

are not free--as are countries with inconvertible currencies-to apply 
quantitative restrictions for balance-of-payments reasons, some of them 
may nevertheless feel the need from time to time for measures to dis
courage imports in the interest of maintaining a closer degree of equi
libriUm in their foreign balances. For example, internal credit restric
tions, by curbing inflationary tendencies, tend to restrict the demand for 
imports and to place or retain exports on a more competitive basis in 

. 21 Certain -exchange operations were excepted from the 200-peso rate (as they also had 
been for the 110-peso rate), including special compensation arrangements with certain 
countries for specified groups of. exports which have their. own effective rates, also capital 
transactions and other invisible transactions not directly related to trade and some minor 
specified transactions effected through the free market. 



JULY 1954-JUNE 1955 159 

foreign markets. Some countries restrict imports of certain commodities 
in the interest of conserving foreign exchange by ordering an increase in 
import duties; duties also are sometimes reduced when the foreign
exchange position appears to warrant the action. •Measures designed to 
expand export income may, of course, ·reduce the necessity of curbing 
imports. Changes in tariff duties-whether for this reason or for other 
rea.sons-are discussed in the following section. 

TARIFF CHANGES BY COUNTRIES WITH WHICH T.HE 
UNITED STATES HAS TRADE AGREEMENTS 

The Commission's seventh report on the operation of the trade agree
ments program, which covered the period July 1953-June 1954, pointed 
out that no great change had taken place in the level or application of 
customs tariffs during 1953. As reported by the Contracting Parties to 
the General Agreement on Tariffs and Trade in International Trade, 1953,H 
there had been a distinct trend during 1952 toward the imposition of 
.higher protective and fiscal duties ill the unbound sectors of the tariffs 
of the contracting parties to the General Agreement and in the tariffs of 
other countries. In 1953 there were more increases in duties than there 
were reductions, but the tendency to increase the protective incidence of 
tariffs throughout the world was less pronounced than it was in 1952. 
During the early months of 1954, however, there appears to have been 
a resumption of the trend toward higher tariffs, although generally on. a 
moderate scale. Many countries made selective adjustments in their 
rates of duty, but these adjustments did not substantially alter the 
general level of their tariffs. 

In International Trade, 1954,zs the Contracting Parties to the General 
Agreement reported that the general trend toward higher tariffs, noted 
in the earlier part of 1954, had continued throughout that year. The 
commitments pf the contracting parties to maintain bound rates of duty 
or bindings of duty-free treatment were instrumental, as in previous 
years, in maintaining stability in the wide sector of customs tariffs cov
ered by the General Agreement. In certain unbound items in the 
tariffs of con-tracting parties and other countries, however, there were 
important modifications in rates of duty. Most of these changes were 
increases in rates of duty designed to protect domestic producers from 
the effects of increased competition from imports, particularly those 
reflecting the "export drives" of many countries. In numerous instances, 
on the other hand, rates of duty were reduced to facilitate the importa• 
tion of raw materials and industrial equipment by domestic producers
particularly those engaged in production for export. 

22 Sales No.: GATT/1954-3 , Geneva, 1954, pp. 85-90. 
23 Sales No.: GATT/1955-3 , Geneva, 1955, pp. 95-105. 
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The situation with respect to tariff changes by individual countries may 
conveniently be reviewed by considering the countries, not on the basis of 
whether they are or are not contracting parties to the General Agreement, 
but on the basis of their association with other countries in the same 
groupings as were used in discussing quantitative restrictions and exchange 
controls, namely: (1) Western European countries that are members of 
the Organization for European Economic Cooperation (OEEC); (2) 
countries of the sterling area; (3) various nondollar countries (other than 
those· in groups 1 and 2); and (4) dollar countries. Actually, the first two 
groups embrace most of the countries with which the United States has 
trade-agreement obligations under the General Agreement. For the 
purposes of this report, . however, this fact is less important than is the · 
fact that countries in the OEEC and the sterling area pursue much the 
same policies, largely on a cooperative basis, in trying to solve their trade 
~.rid financial problems. The other .nondollar countries have, in common 
with the countries of the European Payments Union and the sterling area, 
a shortage of dollar exchange. They are not, however, organized in any 
io'rmal manner, as are the two groups just named, to handle their dollar 
problem on a cooperative basis. The dollar countries other than the 
United States-of which Canada is by far the most important in inter
~~tional trade-simply constitute a group of countries which do not have 
th.e palance-of-payments problems that the nondollar countries do. 
'_ The fact that a country did not increase its tariffs in 1954-55 or in 
either recent periods may in .some instances reflect the existence of many 
rates of duty that are.already so high as to be highly protective of domestic 
industry or even virtually prohibitive of imports. The trade affected by 
increases of duties in countries where the rates are low may be much less 
th~n the trade affected by the maintenance of existing high tariffs in 
other countries. Conversely, a considerable reduction of tariff rates 
t4at are already relatively high may mean less, as far as the amount of 
trade affected is concerned, than a slight reduction of low rates .of duty . 
Therefore it is difficult to make generalizations about the tariff changes 
noted below, except to point out that there has been a general tendency 
~uring the past year toward tariff increases. The discussion concerning 
tariff changes in individual countries is intended to give a fair indication 
of the· trend in each country without, however, undertaking to give many 
details regarding the extent of the changes. 

Questions relating to adjustments in duties or other charges on imports 
that have been brought to the attention of the Contracting Parties to the 
General Agreement on Tariffs and T rade are discussed in chapter 3 of this 
report; references to these questions in the present chapter are mainly 
incidental to the discussion of related matters. The more difficult 
questions at issue before the Contracting Parties arose because certain 
countries had imposed taxes or other charges on imports in alleged 



JULY 1954-JUNE 1955 161 

violation of the General Agreement. In some other instances the 
Contracting Parties were called upon to consider alterations in rates of 
dutrbound in the agreement, such as applications for increases in rates to 
compensate for currency dev:aluations. 

The OEEC Countries 

The United States has trade agreements with 15 countries that are 
members of the Organization for European Economic Cooperation.24 

Seven of these countries-Austria, · Denmark, Greece, Italy, Sweden; 
Switzerland, and Turkey-either have completed or have had under 
preparation major revisions of their tariff structures. Some of the 
revisions relate mainly to changes in tariff nomenclature. Turkey has 
already adopted the Brussels Nomenclature,25 and Austria, Greece, Italy, 
and Switzerland have been revising their tarifis to conform more or less 
to this nomenclature. Changing to the Brussels Nomenclature does not 
necessarily involve major changes in tariff t reatment. Most of the 
countries that' have adopted that nomenclature, however, have inst ituted 
concurrently a large-scale shift from specific to ad valorem rates of duty. 
Such a shift requires authorization from other interested parties (from the 
Conti-acting Parties to the General Agreement for countries that partici
pate in the agreement) when bound specific rates are changed to an ad 
valorem basis, in order to insure that the effective rates of duty willnot 
be increased. Generally speaking, howeve~, countries that undertake to 
shift their import duties from a specific to an ad valorem basis undertake 
at the same time to increase many of their rates of duty-for protectionist 
reasons, to compensate for changes ih price levels and currency devalua
tions, or for revenue purposes. Although a country-whether or not it 
is undertaking a general tariff revision-is free to increase rates of duty 
that are not bound in trade agreements, it is not free to increase bound 
rates. Authoriza·tion to increase rates bound in the General Agreement 
must be obtained from the Contracting Parties. The same requirement 
applies to bindings of charges on imports other than import duties. 

During 1954 and 1955, most European countries continued to rriake 
routine upward or downward adjustments in individual import duties, as 

u These countries a.re Austria, Belgium, Denmark, France, tlie Federal Republic of 
Germany, Greece, Iceland, Italy, Luxembourg, the Netherlands, Norway, Sweden, Switzer
land, Turkey; and the United Kingdom. The United States has trade agreements under 
the General Agreement with all of these countries extept iceland and Switzerland; its 
agreements with Iceland and Switzerland are on a bilateral basis. Ireland and Portugal 
also are members of OEEC, but the United States has no trade agreement with either of 
these countries. The tariff changes of the United Kingdom are discussed in the section of 
this chapter on the sterling area. 

26 The Brussels Nomenclature is so called because it was prepared by an intern~tional 
committee that met in Brussels, Belgium, in 1949-50. The new nomenclature represents a 
systematic and common terminology to which existing national tariffs may be adapted . . 
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they did in previous years. Those countries that .were undertaking 
reyisions of their tariff schedules did not wait for completion of the 
revisions before making-or seeking authorization to make-such changes 
in rates of duty as seemed to them urgent. For some of the OEEC 
countries, the actions reported as having been taken can be briefly stated. 
During 1954 or 1955, Belgium, Denma·rk, and the Netherlands increased 
some import taxes to compensate for internal taxes that are levied on 
similar domestically produced goods. The Benelux countries· exempted 
a number of educational, scientific; or cultural items from import duties, 
in conformity with the obligation of members of the United Nations 
Educational, Scientific, and Cultural Organization (UNESCO) to accord 
duty-free entry to such goods. In Turkey's new tariff, which becarpe 
effective in June 1954, most of the rates that had not been bound in the 
General Agreement were increased. Permis·sion to change bound specific 
r~tes to ad valorem rates was obtained by Turkey from the Contracting 
Parties to the General Agreement. The effective rates of duty on the 
Turkish items that are bound in the agreement do not appear to have 
been affected by the change from· a specific to an ad valorem basis. 
Iceland levied a ta:m of 100 percent of the f. o. b. value on permits issued 
for imports of. Cf<ftain automobiles; on automobiles imported under · 
bilateral. trade agreements with Czechoslovakia and the Soviet Union 
the tax rate was set at 60 percent. The new tax, which was established 
for the period from August 17, 1954, to the end of the year, was in addition 
to the existing tax of 35 percent ad valorem on automobile import permits. 

Actions taken by other OEEC countries with respect to tariff~ and 
related matters were somewhat more extensive than the actions of the 
countries mentioned above, and are therefore discussed in detail below. 
Austria 

On May 1, 1955, Austria's new customs tariff, which had been in 
preparation for several years, became effective. Known as "the 1955 a-d 
valorem tariff law," it superseded the tariff legislation of 1924. The 
revised law represented a general shift from specific import duties to a 
uniform ad valorem system of rates of duty, based on the Brussels Nomen• 
clature. 

Before the new tariff law became operative, Austria had made frequent 
revisions of individual tariff rates by administrative action, with a general. 
tendency to increase the rates of duty as quantitative restrictions were 
relaxed on imports from other OEEC countries. On the other hand, 
Austria had from time to time reduced or waived duties temporarily 'on 
long lists of raw materials needed for domestic industries and on com
modities not produced domestically, such as special types of pig iron, 
certain petroleum products, agricultural equipment, and industrial 
machinery. Of special interest to the United States was the approxi
mately 50-percent reduction (to 20 percent ad valorem) in the Austrian 
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duties on passenger automobiles in October 1954, followed in J arruary 
1955 by a like reduction in the duties on light delivery trucks and on 
complete chassis for automobiles and trucks. Simultaneously, the 
Austrian Government removed quantitative restrictions on imports of 
such vehicles payable in dollars and made dollar exchange available 
upon the purchasers' application. This was the. first time since World 
War II that Austria had completely removed the restrictions on the 
importation of any United States product. 

Austria imposes an equalization tax on imports which, in effect, is 
the general sales tax applied to imports. The objective of the tax on 
imports.· is .to··"equalize" the tax burden on domestic and imported goods, 
As in the case of the general sales tax, the norma•l rate of the equalization 
tax is 5;25 percent of the invoice value of the product plus the import 
duty. For certain essential items, such as grain and flour, the rate is 
1.8 percent. Items may be removed from .or added to the list of goods 
subject to the equalization tax hy ministe'rial' action. This action has 
been a convenient and flexible means of varying the import charges on 
individual· items in accordance with changing economic requirements 
and the objectives of trade policy. 

Austria also imposes a tax on all imports and exports for the purpose 
of raising additional revenue for administrative expenses connected with 
the conduct of its foreign trade. In July 1954, Austria modified its 
legislation-. on this tax · by authorizing a maximum rate of 0.3 percent. 
France 

On the whole" France has higher tariffs than any other member country 
of the Organization for European Economic Cooperation; 26 and it makes 
frequent changes, either upward or downward, in individual tariff rates 
and in other charges on imports. Many of the changes represent tem., 
porary suspensions of ·import duties or taxes, or reimpositions of such 
duties or t;axes. after periods of suspension. For example, France sus-; 
pended the import duties on certain dyes for the period July 1 to December 
31, 1954. In September 1954, it reestablished the import duties, which 
had. previously been suspended, on certain chemicals, thermoplastics, 
and glass products. In October 1954 the import duties on certain chemi
cals; paper-pulp sheets, and musical keyboards were suspended tem
porarily; and those on certain electric-light fixtures were reestablished. 
In November 1954 France restored the duty on synthetic fiber yarns, 
temporarily suspended the duties on some volatile oils, and reduced the 

20 In a document issued in 1953 by OEEC (Economic Conditions in France, Paris, p. 25), 
the French protective system is characterized as follows: "The basic source of France's 
difficulties is undoubtedly protection which surpasses that of any other Member countries 
•• " The existing French tariff protects both agric~lture and a wide range of industry. 
The effects of this generally high tariff have been aggravated by the more radical results of 
import quotas." 
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duty on seed potatoes. In January 1955, some duties that had pre
viously been suspended were restored, and some dutiable items were 
transferred to the free list. 

French taxes of various kinds, which are applicable to imports (and 
usually to similar domestic products) also undergo frequent alteration. 
Effective July 1, 1954, France exempted .a number of agricultural and 
fishery products from the "transaction" tax it levies on domestic sales 
and imports, and provided for deductions from the "value added" 
tax-also levied on domestic sales and imports-that applies to certain 
preserved foods. Deductions from this tax were authorized to avoid 
double taxation on agricultural and fishery products incorporated in the 
preserved foods. In August, various categories of imports already 
exempt from. import duties were exempted from the new "value added" 
sales tax.27 

French measures to provide further aid to domestic exporters, which 
were inaugurated in July 1954 and took the form either of reimbursement 

. of social security and payroll taxes or of a fl.at-rate rebate, or both, were 
e~tended to exports of some products previously excluded from any form 
of export aid. Later in the year the fl.at-rate rebates. of 8.72 and 5.45 
percent ad valorem on the various types of exported products were 
reduced to 7.50 and 4.20 percent, respectively. Eixed rebates to ex
porters of meat and wine, which differ from those applicable to the 
exports entitled to the rates of 7.50 and 4.20 percent, also were reduced. 

Federal Republic of Germany 

The principal tariff changes that the Federal Republic of Germany 
made during the period covered by this report occurred in March 1955, 
when it reduced the import duties on 700 items in the industrial sector 
of its tariff schedule.28 By legislative action permanent reductions 
were made in the rates of duty on fewer than 50 items, including chemi
cals, articles of magnesium, aircraft, and clocks and parts. Most of 
the permanent reductions in rates of duty on chemicals, articles of mag
nesium, and aircraft were from 40 percent to 30 percent ad valorem. 
Most of the rates on other items affected by the permanent reductions, 
which were formerly about 12 or 15 percent ad valorem, were reduced 
to 10 percent; the duties on a few items were eliminated. 

By administrative action temporary reductions in duties were made 
on the remaining items in the list of 700, to be effective until March 31, 

t7 French actions with respect to certain other taxes on imports that have resulted in 
complaints to the Contracting Parties to the General Agreement alleging violation of the 
agreement are discussed in ch. 3. These taxes are the "statistical and customs control 
tax," the "stamp tax," and the "special temporary compensation tax." 

28 The industrial sector of the German tariff includes 3,663 tariff positions, of which 59~ 
are duty free and another 718 dutiable items are bound by agreement. The 700 items on 
which the duty reductions were made were from the remaining 2,346 items: 
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1956. The items include chemicals, rubber products, wood· products; 
paper products, textile fibers, headwear, stones and earths, ceramics1 

iron and steel products, machinery, articles of nickel, aluminum; lead, 
zinc, and various other products. The old rates rarely exceeded 20 or 
25 percent ad valorem. Typical reductions were from 25 percent to 
20 percent, from 20 percent to 18 or 15 percent, and from 15 percent to 
10 percent; some items were placed on a temporary free list. The rates 
of duty on the relatively small number of items in the German schedule 
of the General Agreement were not changed. 

West Germany's action in reducing the duties on the 700 items was a 
result of a recommendation by the OEEC, and was designed to reduce 
West Germany's large export surplus with the European Payments 
Union.29 The items selected for 'the reductions consisted for the most 
part, however, of commodities in which West Germany has a small import 
trade but an expanding export market, of goods destined for further 
manufacturing, or of products on which the rate of duty exceeded 30 
percent ad valorem, which is above the average rate in the German 
tariff. The temporary reductions were generally made on the assumption 
that within a year or two there would be sufficient domestic production 
of the commodities listed. 

In July 1954, as a result of bilateral discussions with Norway, West 
Germany reduced its import duties on sprats and herrings. This a·ction 
resulted from a complaint by Norway to the Contracting Parti.es that ilie 
German rates on these items were out of line with the lower rates on 
sardines. 

Because of the several types of assistance that are given to exporters; 
and the numerous provisions for meeting the requirements, West Ger
many's system of promoting and aiding the country's export trade Is 
highly complex. One form of export incentive-the so-called dollar
retention plan-was officially marked for abandonment by the end of 
1955.30 During the crucial period of postwar reconstruction, the Federal 
Republic· imposed export taxes on many products. In 1954, however, 
the export taxes on numerous products were abolished. As of early 
1955 the principal German export aids consisted of turnover tax exemp
tions (or refunds of the turnover tax) to exporters, certain income-tax 
privileges that are extended to exporters, and export financing facilities 
and guaranties. Simplified regulations for West Ge;man exports . per-

29 For some time before West Germany reduced the duties on the 700 items, there had 
been a growing concern that the increased hardening of the German currency (that is, its 
.approach to convertibility) might lead other countries· to restrict· their imports of German 
products. This concern led West Germany to adopt the policy of placing more emphasis 
on promoting imports and less on promoting exports as a means of forestalling restrictive 
.action by other countries. 

30 See Operation of the Trade Agreements Program (seventh report) , p. 158. 
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tain::iing . to . procedures controlling terms of payment, export proceeds, 
customs clearance, and other matters became effective December 1, 1954. 
In October 1954 a new Federal Office for Industry and Trade was estab
lished to administer regulations and controls in the fields, of exports, 
impbrts, and other phases of international trade and finance. 

Greece· 
Some of the actions that Greece took in' 1954 and i955 with respect to 

its' tariff represented changes resulting · from the 50-percerit devaluation 
of the drachma in April 1953. As a result of the devaluatio"n there was 
an automatic ris~ in the ad valorem rates of duty. In October '1954 
Gr~ece increased by 50 percent the specific duties on 21 Items 31 to com
pens~t.e, in par.t for the devamation, althougli }t sought to minimize the 
iricrease in specific duties on certain items, su.ch as essential foodstuffs. 
Th~se changes did not, however; represent a g.eneral revision of the 
Greek tariff (which is still in process), but were merely readjustments 
made necessary by the c;urrency devaluation. The increases in ad valoiem 
and specific duties were made in conformity with ~n authorization of 
October 1953 by the Contracting Parties to the General. Agreeine~t~ 
The Greek turnover tax, which had applied equally to imported and 
dom~stic products, was increased pn imported gooas but not on domestic. 
The increase was made to compensate for a t

0

ax levied on all wages that 
ha& no .. counte:r:part for imported prodJ~ts. 
, A(s<;>. i_n October 1954 Greece exernpte';l from duties and impor~ t~xes 
certain machinery and other equipment and fuel for small seagoing craft, 
and temP.orarily reducea the rates of duty on imports of coarse grains. for 
livestock.. . In February 1955 Greece changed a few other import duties; 
thes~ changes included an increase in the duty on fresh apples and a 
reduction in the duty on cottonseed. 

Italy 
After World War II Italy undertook an extensive revision_ of its ta.riff 

structure. Almost all the rates of duty in the new tariff, which was. based 
on the· Brussels Nomenclature, were on an ad valorem basis. Although 
the new tariH was made public in July 1950, it was not then placed in 
effect because of the fear that the revised duties, which were generally 
high, would restrict imports to a greater extent than was desirable at the 
time . . Instead, the Government applied special temporary rates of duty 
to most items-rates not so high as to be unduly restrictive of imports. 

In 1951, when it was in a strong creditor position with the European 
Payments ui{ion, Italy removed virtually all its quantitative restrictions 
on imports from other OEEC countries in an effort to encourage imports 
from those sources. It also decreed a temporary reduction of one-tenth 

81 Including prepared mustard; locks, padlocks, keys, anc! doorknobs and handles; certain 
alcoholic beverages; certain household appliances; oilcloth; and motorcycles and sidecars. 
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i·n almost all customs duties; the reduced rates applied to imports from 
all countries without discrimination. Even after its shift from a creditor 
position to a highly adverse debtor position with EPU, Italy still adhered 
to the policy of not curtailing imports. Rather, it sought to reduce its 
trade deficit by expanding its exports, and to purchase increased quanti
ties of foreign raw materials for use in its export industries. Italy did, 
however, change some of its import duties in 1953, reducing or suspending 
a few rates and increasing a few others. Early in 1954 it placed on the 
free list machinery for exploiting natural gas resources and for the eco
nomic development of the southern part of the country. In 1954-55 It;ily 
confined its efforts at trade liberalization mainly to the relaxation of 
quantitative import restrictions on goods from both dollar and nondollar 
countries. 

In July 1954 Italy established a compensatory import tax payable when 
imported goods clear the customs. This new tax is designed to compen
sate the Italian treasury for revenue it has lost by the refund of the already 
existing general turnover and transactions tax (usually 3 percent ad 
yalorem, c. i. f. 32) payable on certain Italian exports. The new compensa
tory tax ranges from 1 to 4 percent ad valorem and is usually applied to a 
particular commodity at the same rate at which the general turnover and 
transactions tax is refunded when the same commodity is exported from 
Italy. The new tax is levied on 1,004 tariff items or subitems, of which 72 
items are taxed at 4 percent ad valorem, 281 at 3 percent, 381at2 percent, 
and 270 at 1 percent. Manufactured goods generally' are subject to the 
~igher rates, and basic raw materials, t? the lower rates. 
Switzerland 

Switzerland is not a contracting party to the General Agreement on 
Tariffs and Trade; its trade agreements, including its trade agreement 
~ith the United States, are on a bilateral basis. This situation has no 
special significance in connection with Switzerland's collaboration with 
Western European countries in the Organization for European Economic 
Cooperation. More important is the fact that Switzerland can operate as 
a hard-currency country. However, because of its close association with, 
and proximity to, a large number of countries the currencies of which are 
not fully convertible, Switzerland has maintained a position of less than· 
full convertibility. It maintains full convertibility for residents, but 
restricts convertibility for nonresidents to residents of countries that 
maintain convertible currencies. Such nonresidents, together with Swiss 
residents, may convert any amount of Swiss francs into dollars or any 
other currency, and may use the proceeds for imports from or capital 
exports to any country. 

Switzerland employs relatively few quantitative trade restrictions; 
the restrictions it does maintain consist mainly of quotas on agricultural 

s2 Cost, insurance, and freight. 

378540-56-12 
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products, which are employed for protectionist purposes. The Govern
ment relies chiefly on its tariff to pi:otect the country's agriculture and 
industry; from time to time it levies additional or supplementary fees on 
imports. Early in 1954, for example, the Swiss Government substantially 
increased the "price supplement fees" on imports of wheat, rye, barley, 
oats, corn, and other coarse feeds. 

Switzerland also levies an import sales tax. Effective May 1, 1955, it 
increased the import sales tax on a number of items, and reduced it on 
others. The increases in the tax ranged from about 30 percent to more 
than 100 percent on items such as hides and skins, serums and vacdnes, 
certain automobiles, and electric ignition and starting equipment for 
automobiles. The reductions -ranged from about 6 percent to 25 percent 
on items such as nylon hose, spinning machinery, coal, and airplanes. ' 

The Sterling Area 

During 1954-55 imports into countries of the sterling area 33 continued 
to be restricted mainly by quantitative restrictions that had been imposed 
for balance-of-payments reasons during and after World War II. The 
existing import duties are, of course, effective in limiting imports into 
each country of the sterling area not only from each other, but also 
from countries outside the area. Without the existing quantitative 
limitations on imports, however, the impo.rt duties would not in themselves 
restrict imports to the levels regarded by the various countries as low 
enough to safeguard their foreign-exchange balances and their reserves of 
nonsterling currencies- especially gold and dollars. There is also a 
further limitation in the scope for tariff changes in the fact that many 
rates of duty and the duty-free status of many commodities are bound 
against increase under the General Agreement on Tariffs and Trade. 
Changes in tariff treatment, therefore, are limited to unbound items and 
to the relatively few bound items on which changes are made as a result of 
renegotiation under the agreement. Even within the limited area ·of 
unbound tariff status the number of changes in duties was relatively small 
in 1954- 55. Export duties and nontariff charges on imports are rare in 
the countries of the sterling area. 

The Government of Pakistan established a Tariff Board in 1953, and 
the board has since been engaged in consolidating the country's various 
import charges in a new tariff structure. On the recon:imendation of its 
Tariff Board, P akistan has increased the duty on diesel engines and has 
imposed protective duties on bicycle tires, iron furniture, and electric 

33 The sterling area consists of all the countries of the British Commonwealth (except 
Canada), Burma, Iceland, Iraq, Ireland, Jordan, and Libya. The United States has trade 
agreements with all of these countries except Iraq, Ireland, Jordan, and Libya. The agree
ment with Iceland is on a bilateral basis; the other agreements are under the General Agree
ment on Tariffs and Trade. 
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fans. The Federation of Rhodesia and Nyasaland, which was established 
in 1953, has since been engaged in creating a tariff system for the new 
Federation. The Federal tariff is not expected to become effective before 
the second half of 1955; in · the meantime, the old tariffs of Southern 
Rhodesia and Nyasaland remain in effect. 

Most other countries of the sterling area made relatively few changes 
in their tariffs during 1954-55. The United Kingdom temporarily 
suspended its import duties on certain iron and steel products imported 
for further manufacture. It reduced the number of goods subject to the 
suspensions in March 1954, but extended the lists in August and November 
1954 and in January 1955. The suspensions of January 1955, which 
apply to a wide range of iron and steel products, were to remain in force 
until September 1955. In April 1955 the United Kingdom announced 
that it intended to introduce legislation to permit the imposition of 
antidumping and countervailing duties. New Zealand suspended all 
customs duties on certain iron and steel products from April 22 through 
December 31, 1955. These products enter free of duty from the United 
Kingdom under the British preferential tariff, and at 20 percent ad 
valorem for most items if imported from the United States and other 
most-favored nations. The duties on imports from non-British sources 
were suspended because the United Kingdom was unable to supply New 
Zealand's requirements. Early in 1955 New Zealand also extended, until 
the end of 1955, the suspension of import duties on coniferous lumber, 
and until June 30, 1955, the suspension of the duties on cement. The 
duties on these products were originally suspended in 1952. In October 
1954, Burma increased its import duties on fabrics and enameled ironware. 

The changes in import duties recently made by Australia, India, 
Ceylon, and the Union of South Africa-changes somewhat more extensive 
or complex than .those made by other coµntries of the sterling area-are 
discussed separately below. 

Australia 
Australia's customs tariff is characterized by very high protective 

duties. In many instances the rates applicable under the British prefer
ential tariff are highly protective, and the higher rates that apply to the 
same products when imported from non-British countries are virtually 
prohibitive. 

The Australian Tariff Board reguiarly conducts comprehensive 
inquiries into the protective needs of various domestic industries and 
evaluates those needs in relation .to the Australian economy as a whole. 
In October 1954 it recommended increases in the duties-for protectionist 
reasons-on certain textiles, forged knives, iron tubes, and other items. 
The Tariff Board also recommended that the Australian Government 
make provision for the protection of domestic industries against imports 
of goods entered "at less than reasonable cost." On the other hand, the 
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Tariff Board frequently recommends r:eductions or suspensions of the 
duties on materials that are required 'by domestic industries protected 
by high duties. 

Early in 1954, as a result of recommendations by the Tariff Board, 
Australia increased its import duties on a number of commodities, in:clud~ 
ing acetone, certain floor coverings, transmission chains, certain tools, 
spectacles, butyl alcohol, cotton sheeting, ·certain papers and paper prod"' 
ucts, some motor vehicle assemblies and pa~ts, certain high-voltage elec
trieaLswitches and circuit breakers, and titanium oxide and titanium-white 
for use in the manufacture of paints. Duties were reduced on butyl 
acetate and on c.ertain cork and gasket items. The increases in .duties 
were designed to protect domestic industries. For. example, the inter
mediate tariff rates, which apply to imports from the United States, were 
increased from 12~ percent ad· valore.i:n to 4G-4E percent on ·those types 
of ·high-voltage switchgear now made in Australia; the British preferential 
rate, ·formerly free, became 22~ percent ad valorem. Types of high
voltage switchgear not,made in Australia remained dutj;able at 12~ per
cent. ad valorem under the intermediate tariff, aild·free .of: duty under the 
British preferential tariff. The intefinediate rate on.titanium oxide and 
titanium ·white was increased from 12~ percent ad valoi:em to a specific 
rate of :48 Australian pounds (equiv.aleatto 107.52 United States dollars) 
per Jong ton; the British preferential rate (formerly free} was set at 28 
Australian pounds per long ton (62.72 United States dollars). : .The 
objective with respect to these items, and also to .some other import items, 
was . to ·increase the degree ·of protection against imports from British 
sources as well as against imports from the United States and other non
Biiitish countries. 

CeYlon 
Ceylon depends heavily on both export and import duties as a source 

of revenue, and tends to alter its rates of duty in accordance with fiscal 
· considerations. In 1954-55 it expected to raise about 27 percent of its 
revenue from export duties, 23 percent from import duties, and most of 
the remaining 50 percent from internal taxes. Effective in July 1954, 
Ceylon reduced a number of its import duties (both British preferential 
rates .and most-favored-nation rates), including those on several items of 
interest to United States exporters. The items on which the duties were 
reduced included machinery for making safety matches, glass-blowing 
machines, components and parts for . radios, dyes and dyestuffs, marine 
diesel engines~ and sporting equipment. Dairy equipment and poultry
farming apparatus were exempted from duty. Import duties on eggs 
and automobiles were increased. In February 1955, lower import duties 
became effective on chlorinators, nonhousehold refrigerators and com
ponent parts, and machinery not elsewhere specified, if imported for use 
in essential industrial development. Partly to make up for the expected 
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loss of revenue from the lower import duties, Ceylon increased the export 
duties on tea and cocoa. The export duty on pepper, however, was 
reduced. 

India 
In general India has recently undertaken to follow a policy of gradually 

abolishing quantititive restrictions on imports and of using the tariff 
instead as a means of regulating imports. This policy is reflected in mo.re 
liberal import quotas, but also in higher rates of duty for protectionist 
purposes in some instances; some duties have been reduced. Fiscal con
siderations rather than protection are apparent in some of the recent 
duty increases. 

A number of concessions that India has granted in the General Agree
ment on Tariffs and Trade have been renegotiated with the interested 
contraC:ting parties in order to permit the imposition of higher rates of 
duty. In 1953 India requested permission from the Contracting Parties 
to renegotiate a limited number of the tariff concessions that it had granted 
at Geneva in 1947 and at Torquay in 1951. The request was granted, 
and in 1954, as a result of the renegotiations, India withdrew the conces
sions it had originally granted to France on wines, to the Federal Republic 
-0f Germany and to Czechoslovakia on dyes, to Czechoslovakia on glass 
beads, and to the United States on safety-razor blades. India then in
creased the duties on these items, and 'granted compensatory concessions 
to the intetested contracting parties. The compensatory concessions 
included reductions in the Indian rates of duty on high-speed alloy or 
special steel useCl in the manufacture of small tools, on electric hearing 
aids; and on raw materials for the plastics industry. The existing rates 
of duty on some other items, irrcludingmilk foods fodnfants, antibiotics, 
and certain tires, were bound against increase. 

In pursuance of its policy of relaxing quantitative restrictions and in
creasing 1 duties, India in September 1954 granted more liberal import 
quotas-for both hard- · and soft-currency areas-and simultaneously in
creased the duties on a number of commodities. The items of principal 
interest to the United States that were treated in this way included fruit 
juices, toilet articles, wearing apparel, safety razors and blades, and play
ing cards. The reason given for the increase in the duties was not to grant 
more protection to domestic industries, however, but to raise additional 
revenue to replace revenue lost when the export duties on certain commod
ities were · reduced or removed. At the same time India increased the 
quotas and slightly reduced the duties on toys, games, and sporting goods. 
Some import quotas were liberalized without any changes being made in 
the import duties on the liberalized imports. These quotas included those 
on silk hosiery, sanitary ware, watches and parts, .educational toys, musical 
instruments, smokers' requisites, and certain sporting goods. 
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In May 1955, India lowered its import duties substantially on several 
specialized categories of cotton textiles not made in India. The new rates, 
which are to remain in effect for 1 year, are subject to review at the end 
of that period. The margins of preference in favor of British imports were 
not changed. The reduction in the duties-especially the reduction in the 
preferential rates-was interpreted as a gesture of good will to the Lanca
shire textile industry, which had protested against the continuation of 
high Indian duties on Lancashire textiles, when Indian textiles were 
permitted to enter the United Kingdom duty free . 
.Union of South Africa . 

The tendency of the Union of South Africa to increase import duties on 
more and more commodities in 1953-54 was noted in the Commission's 
seventh report on the operation of the tr;tde agreements program.34 The 
movement for higher duties, which is motivated by the desire for greater 
protection to domestic industry, continued in i954-55. The South 
African Parliament has followed the practice of making direct increases in 
duty rates, and also of establishing "suspended duties," which may be 
levied in addition to the regular customs duties, and "special suspended 
duties," which may be levied in addition to the regular duties and the 
~uspended duties .. . The suspended duties, when employed, apply to the 
intermediate rat!!s, to which imports from the United States and other 
most-favored nations are subject. The special suspended duties, however, 
do not apply to imports from the United States and other countries that 
are accorded most-fav<xed-nation .tariff rates in South Africa as a result of 
trade agreements. These special duties were originally established at the 
end of 1~53 on a number of textile items, for application to imports from 
countries that do not benefit from most-favored-nation rates established 
in trade agreements; they were directed primarily at imports from Japan. 
In September 1954 suspended duties were established_ for certain hosiery 
items, and in October 1954 special suspended duties were imposed on 
cotton piece goods and sheeting and various clothing and haberdashery 
items. 

In July 1954, South Africa revised its regular rates of duty-mostly 
upward-on a number of tariff items, effective immediately or, in some 
instances, retroactively to April and May 1954. The commodities in
cluded mineral and table waters; bags; binder twine; metal bolts, nuts, 
etc.; pipe fittings; sheet glass; vegetable oils; rubber tires and tub~s; 
alder and birch plywood; woodpulp; a variety of paper boards; wrapping 
paper; and machinery, apparatus, appliances, and implements for agri
cultural purposes. 

In August · 1954, South Africa imposed dumping duties on specified 
products imported from several countries-on metal bolts and nuts and 
wood screws from Austria, France, and the Federal Republic of Germany; 

34 See Operation of the Trade Agrument.r Program (seventh report), pp. 189-190. 
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on electric motors from Belgium; on hotplate controls (switches) from 
the Federal Republic of Germany; and on hardboard from Belgium 
and France. 

Nondollar Countries Other Than Countries in OEEC or the 
Sterling Area 

Most of the countries in this group of nondollar countries 35 have 
made very few changes in their import duties in recent· years. Even in 
those countries in which tariff changes have been more numerous-as in 
Chile, Peru, and Finland-they have not been particularly important or 
widespread. The general lack of emphasis by these countries on changes 
in import duties as a means of controlling their trade is due chiefly to the 
fact that they rely on other methods. Besides employing exchange 
controls and quantitative restrictions for balance-of-payments reasons, 
most of the countries in the nondollar group employ elaborate systems 
of multiple exchange rates to control the amount and direction of their 
foreign trade. The changes they make in exchange controls, quantitative 
restrictions, and multiple exchange rates, therefore, are more indicative 
of the trends in the trade policies of these countries than are changes in 
tariff treatment. Import duties on, and duty-free treatment of, com
modities that have been bound against increase in trade agreements are, 
of course, not subject to change without the consent of other contracting 
parties, but the importation of such commodities may be restricted for 
balance-of-payments reasons. Alterations in the effective rates of 
exchange, which occur with great frequency in some countries, change 
the incidence of rates of duty and therefore tend to impair or nullify even 
the bound rates. The · abolition of multiple exchange rates would, of 
course, help to prevent this indiscriminate impairment of trade-agreement 
obligations. The International Monetary Fund has been endeavoring 
to persuade member countries to abolish multiple-exchange-rate systems, 
or at least to reduce the number of rates and to simplify their systems. 

During 1954-55 no significant changes in i.mport duties were made by 
Argentina, Brazil,36 Paraguay, and .. Uruguay, or by Indonesia and Iran. 

Chile 
In October 1954, Chile increased its import duties on some 550 tariff 

items by restoring-on most of the items-duties that had previously 
been suspended, and by increasing the duties on a smaller list of items. 
The general classes of products on which the duties were reimposed 

35 The nondollar countries, other than those in OEEC and the sterling area, with which 
the United States has trade agreements are Argentina, Brazil, Chile, Finland, Indonesia, 
Iran, Paraguay, Peru, and Uruguay. ' 

36 For Brazil's action under the General Agreement on Tariffs and Trade with respect to 
certain internal taxes and compensatory tariff concessions, see ch. 3. 
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included crude minerals; coal and coke; raw wool; hides and skins; 
grains; fruits and vegetables; fresh and pickled meats; leaf tobacco; 
yarns of cotton, wool, and silk; cotton cloth; a wide variety of chemicals 
and chemical products; fertilizers; paints; soaps; certain metal products; 
motors; railroad cars and coaches; turbines; autom·obifo chassis; solid 
tires; glass; cardboard, and paper in au forms; and scientific instruments. 
Rates of ·duty were increased on varnishes, plastics, iron and steel bars, 
a wide variety of hardware items, metal w;ire, . electric batteries, pneu
matic tires, phonographs, and mechanical toys: · .. 

Peru 

During 1953 and early 1954, Pe,ru iiicreased i'ts import duti!!s on a con
siderable number of rubber manufactures, some textile and plastics goods., 

· yarns, soluble glass, a long list of paper products, and numerous other 
products.. In addition, Peru continued to collect a unified surtax amount
ing to about 13 percent of the c. i. f. value of imports. The stated purpose 
of the increases in duty was to give added protection to domestic manufac
turers. During the second half of 1954 and the first half of 1955, Peru 
continued its policy of making .the duties on a number of manufactured 
goods more protective. In October 1954 greatly increased duties became 
effective for a number of cotton fabrics and manufactur-es, and in January 
1955 the import duties on phonograph records were · increased sharply. 
The unified surtax applicable to imports was not. changed. Increases in 
duty were not applied to items on which Peru had granted conces·sions 
under the General Agreement. 

In March 1955, Peru levied a new 10-percent ad valorem surtax on 
the c. i. f. value of imports of jewelry, luxury articles for personal use, 
and decorative or ornamental articles. A retail · sales tax formerly 
applicable to such articles was removed, .thus leaving. the new surtax 
applicable only to imported goods. The tax was applied in order to favor 
domestic manufacturers of luxury goods, and also to restrict the outflow 
of foreign exchange. 

Commodities that are regarded as essential and that are not produced 
in Peru in sufficient quantities to fill domestic requirements have, in 
numerous instances, received the benefit of duty reductions. In t954 
drugs and raw materials for the domestic pharmaceutical industry were 
exempted from payment of import duties and additional import charges, 
except the import tax of 6 percent ad valorem. In October 1954, some 
agricultural machinery, implements, and equipment were exempted from 
payment of import duties and additional customs surcharges, except a 
7~-percent consular fee. In November 1954, the same exemptions were 
applied to certain items imported specifically for use in the Peruvian 
mining industry. 
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Finland 

In 1949 Finland devalued its currency and, by employing a "co
efficient," increased the average level of its unbound specific duties to 
about 10 times that at the beginning of 1939. Effective January 1, 1955, 
the unbound specific duties in the Finnish tariff generally were increased 
by 50 percent (from 10 times to 15 times the level in 1939) in order to 
return these duties to approximately their 1939 level of effectiveness. 
Ad valorem rates of duty or rates of duty bound in the General Agreement 
were not affected by this change. 

Finland also wished to increase (by not more than 70 percent) the 
specific rates of duty bound against increase in its schedule of concessions 
under the General Agreement on Tariffs and Trade. In order to do this, it 
asked for the concurrence of the Contracting Parties that the proposed 
increase would not cause impairment of the concessions. Application for 
permission to increase the bound specific duties was made to the Con
tracting Parties at their Ninth Session in 1954. Although the Contracting 
Parties authorized Finland to make the proposed adjustments, action was 
postponed by Finland pending the conclusion of negotiations with Benelux 
and the United Kingdom, both of which had indicated that certain of the 
proposed increases in duty would impair concessions listed in Finland's 
schedule.37 

Restrictions on imports of automobiles have been particularly severe 
in Finland, even under the improved dollar position of the country. 
Finland imposes a "price equalization surcharge" on imported passenger 
automobiles. Before February 1955 the surcharge was 30 percent of the 
f. o. b. value of cars weighing less than 14,000 kilograms and 100 percent 
for heavier cars. On February 14, the surcharge was changed to a scale 
of rates on six weight classifications, beginning at 30 percent of the f. o. b. 
value of cars weighing less than 1,000 kilograms, and amounting to 135 
percent of the value of cars weighing more than 1,700 kilograms. 

Dollar Countries 

As pointed out in the section dealing with quantitative restrictions and 
exchange controls, the dollar countries with which the United States has 
trade agreements 38 have no reason on balance-of-payments grounds to 
restrict imports from any source. Some of them apply restrictive internal 
credit controls in the interest of curbing the demand for imports, thereby 
safeguarding their balance-of-payments position, and some increase their 
import duties for the same reason. In general, however, the tariff policies 

87 See ch. 3. 
as The dollar countries with which the United States has trade agreements on a bilateral 

basis are Ecuador, El Salvador, Guatemala, Honduras, and Venezuela; the others with which 
it has trade agreements-Canada, Cuba, the Dominican Republic, Haiti, and Nicaragua
are contracting parties to the General Agreement on Tariffs and Trade. 

•,., 
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of these countries are guided by considerations of protection or revenue. 
Even in these respects the emphasis varies considerably from country to 
country. 

During 1954-55 Cuba, the Dominican Republic, El Salvador, Haiti, 
and Nicaragua made no significant changes in tariffs or other charges 
on imports. Venezuela sharply increased import duties on a number of 
tariff classifications of wearing apparel in August 1954, and on textiles in 
September 1954. Numerous changes~many of them of a routine admin
istrative nature-were made in import duties and other charges on imports 
by Canada, Ecuador, Guatemala, and Honduras; these changes are 
discussed below. 

Canada 

The Canadian tari~ provides different and higher rates of duty for 
certain products of "a class or kind made in Canada." 39 Upon a ruling 
that a given article of a class or kind made in Canada is entitled to the 
benefits of the provision, the import duty is automatically increased to a 
higher level if the tariff so provides. For certain industrial machinery, 
a ruling that it is of a class or ~ind made in Canada automatically triples 
the duty. All goods that are determined to be of a class,or kind ma.de in 
Canada are also subject to antidumping action if they are sold to Canadian 
importers at prices less than those at which they are sold to th.e same 
class of customer in the home market. Applications for increased tariff 
protection through administrative action under the "made in Canada" 
provisions of the Canadian tariff have greatly increased in the last year 
or two, reflecting more intensive competition from imports in the Canadian 
market, particularly those from the United States and Western European 
countries. 

Effective in December 1954, the Canadian Department of National 
Revenue ruled that certain types of self-propelled industrial cranes were 
entitled to the benefit of the "made in Canada" provision, and the duty 
on such cranes was therefore increased from 7% percent to 22}~ percent 
ad valorem. Canadian duties on imports, from the United States and 
other most-favored nations, of certain types of coin-operated soft-drink 
vending machines and deep-well pumps were also found to be entitled 
to the benefits of the "made in Canada" provision, and the duty on these 
items also was increased from 7% percent to 22% percent ad valorem, 
effective in January 1955. The Department of National Revenue made 
a similar ruling for certain types of ball and roller bearings (effective 
December 6, 1954); this ruling did not affect the regular rate of duty, 
but it did make such bearings subject to the special, or dumping, duty 

39 An Order-in-Council of 1936, by which "made in Canada" rulings are made, provides 
that "articles shall not be deemed to be of a class or kind made or produced in Canada unless 
a quantity sufficient to supply 10 percent of normal Canadian consumption of such article 
is so made or produced [in Canada]." 
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ordinarily applied to foreign goods sold in Canada at less than the fair 
market value in the country of export. 

Changes in Canadian import duties during 1954-55, or proposals for 
changes, other than those noted above, included both increases and reduc
tions in duties; some temporary arrangements for duty-free entry were 
extended. For example, during that period Canada extended the period 
of duty-free entry for various automobile parts imported from the United 
States and other most-favored nations, and from British Commonwealth 
countries. This treatment, which had been in effect since September 1, 
1952, was due to expire on October 31, 1954; it was extended for the 
period November 1, 1954, to December 31, 1955. Appeals to the Cana
dian Tariff Board for tariff protection against increased imports resulted 
in the levying, in June 1955, of higher duties on canned fruit mixtures 
.and on ethylene glycol (used in ... the-making of antifreeze). The duty' on 
finished antifreeze, however, was reduced. A reduction in the rates of 
duty was ordered also for canned peaches and for fresh melons other than 
cantaloupes and muskmelons. 

Numerous changes in import duties were proposed in the Canadian 
Government's budget plans, as they were presented to Parliament by the 
Finance Minister on April 5, 1955. Proposals were made for lower duties 
on articles of interest to the United States, including poultry-processing 
equipment, certain equipment for use in the commercial processing of 
food, and certain automobile and aircraft.parts of a class or kind made 
in Canada. Free entry was proposed for certain automobile and air
craft parts of a kind not made in Canada, · and for a number- of other 
articles, including ~weetpotato plants, brooders, machines and tools for 
use with tractors on the farm, certain types of gloves for X-ray operators, 
dental chairs and units, prescription shoes for defective feet, and certain 
ships for the commercial fishing industry. The budget message approved 
the levying of a duty on certain plastics (polyethylene resins ·and resins 
of the phenolaldehyde type-at present free of duty) and the adjust
ment of the rates of duty on the higher manufactured forms. It was 
indicated that the Canadian Tariff Board would be asked to review and 
bring up to date the sections of the tariff on chemicals and primary iron 
and steel, and to consider the tariff on potatoes in view of numerous 
objections to the present treatment which makes potatoes dutiable only 
from June 15 to July 31 of each year. 

Ecuador 

The bilateral trade agreement between the United States and Ecuador 
dates from 1938. Since 1942 the United States and Ecuador have 
exchanged many notes regarding Ecuador's repeated failure to abide by 
its obligations under the agreement. Ecuador's violations of the agree
ment ha;,e consisted mainly of increasing the import duties or other 
charges on many articles on which Ecuador had granted concessions in 
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the agreement. -Similarly, Ecuador has increased its import duties on 
many nonconcession items in order to increase the protection accorded 
the Ecuadoran industries. The United States Government had antici
pated that the revision of the Ecuadoran tariff schedule, which was in 
progress for a considerable time and which finally became effective on 
January 1, 1954,40 might result in a cessation of Ecuador's :violations of 
its tr!l.de-agreement obligations. · It became apparent, however, that 
the new tariff did not improve the situation, as it incorporated almost 
~ll the .additional import charges that the United States had so long 
protested as being in violation of the agreement. The United States, 
therefore, notified Ecuaelor that it would terminate · the agreement on 
July 18, 1955. Ecuador first tried to persuade the United · Statei> to 
r.everse its 'decision, but,_ failing in this, it strongly urged the United 
States to postpone -termination of the agreement.41 The United States 
then specified January 18, .1956, as .the date on which it won1d termittate 
the agreement. 

The new; Ecuadoran customs tariff and customs statute, which became · 
effective January 1, 1954, ·involved some changes in customs nomencla
ture and placed aU import and export diJties on a specific b~sis. One'of 
the main obj.ectives of the new tariff was to simplify customs· adminis
trative procedures and the collection of duties. ·. :Provision was made. for 
.new. or strengthened controls over the invoicing of impor.ts. The new 
law_: gave the Monetary Board of the Central Bank of Ecuador additional 
powers with respect to -these control measures, and authorized it to sug
gest changes in import duties in accordance with domestic interests, in
cluding such changes as might be necessary to check unfavorable•tend
encies in the country's balance of payments. The Monetary Board makes 
its recommendations to the executive authority through the Foreign 
Trade Council. 

On the ·basis of these powers, the Monetary Board and the Foreign 
Trade. Council soon began to recommend changes in both the import and 
export duties that had been established in the new customs tariff. In 
March 1954 import duties were increased on a considera,ble number of 
items, including bakeiry products, hard liquors, wines and other alcoholic 
beverages, paints and varnishes, certain cosmetics, leather and leather 
goods, shoes and ha ts, certain types of glass and glassware, and the 
heavier weight classifications of automobiles and station wagons. At the 

•o The revision was made with the assistance of a technical·mission of the United Nations. 
fl Ecuador was particularly concerned because the termination of the. agreement would 

result in a return .to the preagreement United States duty of 25 percent ad valorem (which 
had been reduced to 12~ percent ad valorem in the agreement) on panama hats, an impor
tant Ecuadoran export to the United States. Ecuador desired more time to consider what 
could be done to adjust itself to the situation that would result from termination of the 
agreement, including consideration of the possibirity-strongly urged by the United States
that Ecuador become a contracting party to the General Agreement on Tariffs and Trade. 
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same time, the import duties were reduced on powdered and condensed 
milk, glucose, pharmaceuticals, certain types of newsprint and paper, 
jute and cotton bags, some types of jars and glass containers, and auto
mobiles of lighter weight. Duty-free status was accorded such formerly 
dutiable articles as books, magazines, newspapers, maps, sheet music, and 
records. Export duties were increased on bananas, coffee, and cacao. 
Strong complaints were made by local interests against some of the in
creases in duties, and the authorities subsequently reduced some of the 
rates that they had increased. They also reduced a few rates of duty 
and increased some rates that had not been changed since the new tariff 
became effective at the beginning of 1954. 

By a decree of July 16, 1954, Ecuador revised the rates of duty on 30 
tariff items; on some items the rate of duty was changed and on others 
the classification was changed. Rates of duty were increased on certain 
types of automobile tire casings, cereal starches, asphalt tiles and bricks, 
and sewing machines. Provision was made for duty-free entry of air
craft and aircraft motors and parts for use by companies opera-ting in 
Ecuador. Duties were reduced on "camelback" (used principally in re
capping tires), specified paper products, fire extinguishers, iron and steel 
b'eds, some iron and steel hand tools, raw hjdes and skins, some phono
graph records, and other products. 

A decree of October 1954 increased the-import duties on a number of 
items, 'including spices (except vanilla), toilet soap, essential and volatile 
vegetable oils (except turpentine), fruit syrups, motorcycles, and rubber
insulated electric wires and cables. A few reductions in duty were placed 
in effect, including those on artificial essences or extracts for carbonated 
drinks, and toothpastes and toothpowders. 

In November 1954 Ecuador also increased its consular invoice fees, 
which are levied on the f. o. b. value of imported merchandise. During 
1954, the first year of the operation of the new customs tariff, Ecuador 
gradually eliminated a stringent requirement of advance deposits on im
ported merchandise (prerequisite to the issuance of import permits), but 
by the end of 1954 the old system had been substantially restored. 

In February 1955, Ecuador increased the import duties on passenger . 
automobiles. The increases were accompanied by a departure from the 
recently established policy of employing only specific duties; the new 
rates are assessed on a specific basis by weight, plus an ad· valorem rate 
applied to the factory export list price. The duties on used automobiles 
were reduced. No changes were made in the rates of duty on other 
vehicles. 
Guatemala 

The 1936 bilateral trade agreement between the United States and 
Guatemala l_i.as long been a source of dissatisfaction to both countries; 
this dissatisfaction has been reflected in the desire -of both countries to 
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terminate the agreement.42 The United · States has protested what it 
considers to be numerous violations of the agreement by Guatemala, but 
Guatemala has claimed that the actions against which the United States 
has complained have been made necessary by Guatemala's desire to 
revise its foreign-trade policy in a more protectionist direction. Guate
mala took numerous actions in violation of the agreement-some of which 
it claimed were not actually violations-and became increasingly restive 
at having its freedom of ac:t\on bound in any way by the agreement. 

Guatemala's actions in violation of · the· agreement, as previously re
ported,43 have consisted mainly of the imposition of quantitative re
strictions on imports of concession items from the United States. Guate
mala .has, however, also violated the a~reement with respect to charges 
on some imports. In November 19'52, · for example, it levied a tax on 
importers that the United States protested as being in violation of the 
agreement. The tax amounted to 6 percent of the total customs duties 
and surcharges paid by importers on all imported merchandise except 
gasoline and lubricants. The United States protested that imposition 
of this tax violated article 1 of the bilateral trade agreement, which 
provides that all articles. grown, produced, or manufactured in. the 
United States and enumerated in Gu.atemala's schedule of concessions shall 
be exempt from ordinary customs duties in excess .of those set forth in 
the schedule, and fr.om all . other duties, taxes, . fees, ox: charges imposed 
in connection With such importation. Guatemala replied that .it did not 
regard the tax in question-which 'it. considers essential to its plan for 
the country's economic development-to be a violation of the agreement. 
It took the position that the tax is not a tax on imports as such, but 
represents a "contribution" from importers for the purpose of improving 
port facilities. Guatemala, therefore, refused to accede to United 
States requests that the tax be removed. 

In February 1954, Guatemala imposed a 100-percent import-duty 
surcharge on the products of 11 countries (except products declared es
sential) with which it had a highly u'nfavorable balance of trade in 1953. 
This aj:tion, which was based on a decree of 1947, was designed to correct 
large imbalances with countries with which Guatemala has no commercial 
agreements. The countries were Austria, China, Colombia, Finland, 
Hong Kong, Hungary, Japan, Liechtenstein, Spain, Switzerland, and 
Venezuela. 

Guatemala's treatment of imported products that it considers essential 
~o . the country's economy or to the welfare of consumers has in general 
been lenient. In July 1954 the Government abolished a road-construc
tion tax on imported gasoline (equivalent to 20 cents per gallon) because 
the high price of gasoline had come to be considered a factor in increasing 

42 The agreement was terminated by mutual consent on October 15, 1955. 
~a See Operation of tht Trade Agreemmt.r Program (sixth report) , pp. 152-154. 
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the cost of living and a deterrent to production and economic development. 
In September 1954 Guatemala reduced the duties on many items to the 
levels that prevailed before they were increased in 1953. These reduc
tions in duty, made in an effort to reduce living costs, applied to numerous 
types of consumers' goods, including wearing apparel and articles for 
personal use, textiles, prepared foods, alcoholic beverages, crude vegetable 
oils, plumbing and other building supplies, and tob.acco products. At the 
same time, Guatemala made numerous other changes in its tariff, such 
as changes in nomenclature, the rescinding of some special types of duty 
treatment, and the addition of new items. It also established a special 
commission to completely revise the Guatemalan tariff system and rates 
of duty, and to effect other reforms for the protection of domestic in
dustries and the benefit of the national economy. In April 1955 the 
Government, by decree, increased the duties on specified assembled 
trucks and buses, and on bodies for trucks and buses. Protection to 
domestic manufacturers and assemblers of .such automotive equipment was 
the stated purpose of these increases. 
Honduras 

The new Honduran import tariff, which became effective on April 15; 
1955, is a complete revision of the tariff of 1934. The new tariff, which 
provides for higher and more extensive import duties, is designed to 
increase Government revenues and to curtail imports of commodities 
regarded as nonessential. The new tariff was also represented as a 
halance-of-payments control measure, made necessary by the sharp 
decline in receipts of foreign exchange resulting from lower coffee prices 
and reduced exports of bananas and gold. The United States-Honduras 
trade agreement of 1936 was not affected by the tariff revisions. 
·· In the revision, the tariff nomenclature was radically changed, and 
many more items than before were made subject to ad valorem rates of 
duty. The ad valorem rates in the old tariff ranged from 2 percent to 
30 percent, the majority of them being 10 percent. The rates in the 
new tariff range from 5 percent to 300 percent, the majority of them being 
either 25 percent or SO percent. Most of the ad valorem duties, which 
are 1evied on the f. o. b. value, port of export, apply to items such as 
jewelry, watches, textiles, shoes, furniture, and miscellaneous manu
factured goods. The general level of specific rates of duty is also con
siderably higher in the new tariff, although the upper extreme of the 
specific duties is not so high under the new tariff as it was under the old 
one. The specific duties apply 'principally to food products, raw mate
rials, and bulk commodities. 

The general increase in the level of duties under the new tariff is not 
so great as appears from a simple comparison of the old and new duties, 
because numerous extra taxes or other additional charges on imports 
that were formerly collected separately have been abolished and incor-
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porated in the new rates of duty. The old separate charges thus abolished 
as separate charges and incorporated in the new rates include the I-percent 
ad valorem road tax, and a number of specific charges'-a toll tax, a 
customhouse improvement tax, a waterworks tax, and taxes on imports 
of gasoline and other petroleum fuels. Not incorporated in the new 
rates of duty, but still collected separately, are the service fees for wharf
age, portage, and stowage. 

The various separate charges now incorporated in the import duties 
formerly applied only to imports on which Honduras did not grant 
concessions to the United States in the 1936 trade agreement. · The items 
on which Honduras granted concessions to the United States in the 
agreement-comprising almost 15 percent of total Honduran imports-' 
are not affected by the higher import duties established in the new 
tariff. These include, among others, automobiles and tires, .cotton 
hosiery, canned goods, and pharmaceutical products. A special schedule 
was set up in the new tariff for the guidance of Honduran customs agentS' 
in administering the agreement between Honduras and the 1United States. 
The schedule stipulates the rate to be applied, which is the rate granted 
in the agreement plus the 10-percent surcharge on duties that was previ
ously applied to trade-agreement items as a .separate charge.44 

Honduras would like to increa.se the duties· now bourid in the agree-
merit, and ·the United States has- expressed a willingness -to renegotiate 
the agre.ement rates within the framework of the General Agreement on 
Tariffs and Trade. Honduras has been unwilling, however, to-. apply for 
accession to the General Agreement. 

« For example, the Ho.nduran duty on "cotton hosiery, whether or not mercerized, but not 
embroidered,'' is bound in the agreement at: 0. 72 lempiras per gross kilogram. Incorporation 
of the 10-percent surcharge in the regular duty brings the rate on such cotton .hosiery in the 
new schedule to 0.792 lempiras per gross kilogram. 
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