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Preface

This report, the 19th issued by the United States Tariff Commig-
sion on the operation of the trade agreements program, relates to the
period from January 1, 1967 through December 31, 1967. The report is
is made pursuant to section 402(b) of the Trade Expansion Act of 1962
(76 Stat. 902), which requires the Commission to submit to the
Congress, at least once a year, a factual report on the operatibn of
the trade agreements program. 1/

During the year covered by this report, the Kennedy Round of
multilateral trade-agreement negotiations was successfully concluded.
In recognition of the importance of this evént; the 19th report pre-
sents a comprehensive account of the major problems and issues en-
countered by the contracting parties at the Kennedy Round negot;atigns
and the principal results achieved.

Other important developments, during 1967, discussed herein
relate to: actions by the United States affecting its obligations
under the trade agreements program; actions and programs initiated
under the GATT to implement the General Agreement on Tariffs and
Trade; and the major commercial policy developments in countries with

which the United States has trade agreements.

1/ The first report in this series was U.S. Tariff Commission,
Operation of the Trade Agreements Program, June 193k to April 1948,
Rept. No. 160, 24 ser., 1949, Hereafter that report will be cited
as Operation of the Trade Agreements Program, lst report. The 24,
3d, and succeeding reports of the Tariff Commission on the opera-
tion of the trade agreements program will be cited in similar short
form,
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The Trade Expansion Act of 1962 provided the legal framework
for conduct of the trade agreements program during the year under
review.

This réport was. prepared principally by Eleanor M. Hadley,
John F. Hennessey, Jr., Magdolna Kornis, Peter R. Kressler, and

George C. Nichols.
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Chapter 1

U.S. Actions in Connection With the Trade
Agreements Program

At the close of 1967, the United States had trade-agreement obli-
gations in force with nearly three-fifths of the nations of the world.
The obligations had resulted primarily from the joint membership of
the United States and its respective trading partners in the General
Agreement on Tariffs and Trade (GATT ). The remaining obligations
had been incurred through bilateral agreements that were still oper-
ative between the United States and certain individual countries; most
of the bilateral trade-agreement partners ﬁere in Latin America.

During 1967, five countries acceded to.full membership in the
GATT. The Kennedy Round of tariff negotiations was concluded in June
1967 after the participants had agreed to reduce sugstantially im-
port duties on industriai products and to increase access for‘aggi-
cultural commodities. During the Kennedy Round, an International
Grains Arrangement and an Antidumping Code were concluded and the
Long-Term Arrangement in Cotton Textiles (LTA) was renewed. During
1967, trade in automotive products continued to expand between the
United States and Canada, stimulated by the automotive products agree-
ment that had been in effect between the two countries since 1965.
During the year 16 groups of workers filed petitions for adjustment
- assistance under the Automotive Products Trade Act (APTA). 1In the
year under review, the United States contracted new bilateral agree-

ments and extended existing agreements in cotton textiles with nine

countries. Also during 1967, the U.S., Tariff Commission conducted a



number of investigations under the escape-clauée provisions of the
Trade Expansion Act of 1962 (TEA) and an investigation under section
22 of the Agricultural Adjustment Act of 1933. These developments

are discussed in detail in the sections that follow.

STATUS OF U.S. TRADE-AGREEMENT OBLIGATIONS

In recent years, U.S. trade-agreement obligations have origi-
nated both multilaterally andvbilaterally. Multilateral obligations
were contracted through U.S., participation in the GATT, and the bi-
latersal fhrough'U.S. hegotiations with individual countries. Obliga—
pions contracted under multilateral arrangements have predominated.
dbligations assumed under bilateral agreements in recent years have
‘been limited, primarily because of the accession to GATT membership
of former bilateral partners of the_Unitedlstates.

At the end of 1967, the United States had trade-agreement obli-
gations in force ﬁith 79 countries. Of these countries, 75 had
"mutual trade-agreement commitments with the United States as a re-
sult of their common membership in the GATT; 72 of them were full
cbﬁtracting parties,.ljg/ and the remaining three were provisional

contracting parties. §/ The United States also had trade-agreement

1/ The term "contracting parties," when used without initial capi-

tals (contracting parties) refers to member countries of the GATT,
acting individually; when used with initial capitals (Contracting
Parties), it refers to member countries acting as a group.

2/ Obligations with Switzerland resulted from both its full member-
ship in the GATT and a bilateral trade agreement with the United
States.

g/ Obligations with Iceland resulted from both its provisional mem-

bership in the GATT and a bilateral trade agreement with the United
States.



obligations in force through bilateral agreements with four non-

members of the GATT.

During 1967, five countries acceded to full mem-

bership in the GATT; three of them--Argentina, Barbados, and Poland--

already had trade-agreement commitments in force with the United

States. }/

The 79 countries with which the United States had trade-agreement

obligations in force on December 31, 1967, are identified below:

GATT--Full Contracting Parties 1/

Argentina 2/ Finland Kuwait Sierra Leone

Australia France Luxembourg South Africa

Austria Gabon Madagascar Spain

Barbados 2/ Gambia Malawi Sweden

Belgium Germany (Federal Malaysia Switzerland

Brazil Republic) Malta Tanzania

Burma Ghana Mauritania Togo

Burundi Greece Netherlands

Cameroon Guyana New Zealand Trinidad and

Canada Haiti Nicaragua Tobago -

Central African India Niger Turkey
Republic Indonesia Nigeria Uganda

Ceylon Ireland 2/ Norway United Kingdom

Chad Israel Pakistan Upper Volta

Chile .. Italy Peru Uruguay

Congo (Brazzavillé) Ivory Coast Poland 2 Yugoslavia

Cyprus Jamaica Portugal

Dahomey Japan Rhodesia

Denmark Kenya Rwanda

Dominican Republic  Korea 2/ Senegal

See footnotes at end of tabulation.

l/ Argentina had been a provisional contracting party to the GATT,
and also had a bilateral trade agreement in force with the United
States; before achieving its independence in 1966, Barbados had been
a Crown Colony of the United Kingdom, which had previously accepted
the rights and obligations of the GATT on behalf of Barbados; since
1959, Poland had been participating in the work of the Contracting
Parties under a special arrangement.



GATT--Provisional Contracting Parties

Iceland 3/ | Tunisia United Arab Republic

Bilateral Trade Agreements L/

Argentina 5/ Honduras 6 Switzerland 7/
El Salvador 6/ Iceland 3 Venezuela
. Paraguay 6/

;/ Czechoslovakia was also a full contracting party to the General
Agreement; in October 1951, however, with the permission of the Con-
tracting Parties, the United States had suspended its obligations to
that country.

In May 1962, the United States suspended the application of its
trade-agreement rates of duty to all products of Cuban origin, until
such time as the President decided that Cuba was no longer dominated
by the foreign government or foreign organization controlling the
. world Communist movement.

2/ Acceded during 1967.

§/ On Sept. 4, 1967, the Contracting Parties, in accordance with
Article XXXIII of the General Agreement, decided that Iceland could
accede fully to the General Agreement. By the close of the year,
however, Iceland had not yet acceded to full membership.

E/ The United States also had in force a preferential agreement with
the Philippines, concerning trade and other matters. This agreement
was concluded as a result of special legislation enacted during a
transitional period following the institution of Philippine independ-
ence; it was not negotiated within the framework of the reciprocal
trade-agreement program, which was inaugurated by the Trade Agree-
ments Act of 1934 and was continued by the Trade Expansion Act of
1962. (See "Philippine Trade Agreement Revision Act of 1955," Public
Law 196, 8Uth Cong. (Treasury Decision 53965; also Treaties and Other

International Acts Series 3348, U.S. Dept. of State, Sept. 6, 1955).)
2/ The governments of the United States and Argentina agreed, on

Dec. 27, 1967, that the bilateral agreement between the 2 countries
would remain in effect until the consolidated schedule of the United
States (Schedule XX) had been completed and so proclaimed by the
President of the United States. '

§/ The schedules of concessions and the provisions relating to them
were terminated in January 1961 for Honduras, in June 1962 for E1
Salvador, and in June 1963 for Paraguay.

Z/ The bilateral agreement between Switzerland and the United
States, contracted in 1936, was still in force at the close of 1967.



U.S. trade-agreement obligations were not materially increased
by the aforementioned accession of five countries to full membership
in the General Agreement during 1967. Four of these countries--
Argentina, Ireléhd, Korea and Poland--acceded under Article XXXIII of
the General Agreement; which provides the customary procedure for be~
coming a full contracting party. Barbados, on the other hand. écceded
under Article XXVI, which permits a contracting party to sponsor the
accession of a former territory on whose behalf it had previously ac-
cepted the rights and obligations of the General Aéreement. 1/

The accession by Argentina to full membership in the GATT did not
cause any significant change in U.S. or Argentine import duties on
commodities traded between the two countries. g/ Argentina had been a
provisional member of the GATT for several years before 1967, and had
concluded a bilateral trade agreement with the United States in l9hl.

Similarly, the accession of Poland to full membership in the
GATT resulted in no change of import duties on commodities traded be-

tween that country and the United States. ;/ In 1960, Poland had

1/ Before achieving its independence in 1966, Barbados had been a
Crown Colony of the United Kingdom. On Feb. 2, 1967, the United
Kingdom advised the Contracting Parties that Barbados had acquired
full autonomy in the conduct of its external commercial relations and
was thereby qualified to become a full contracting party to the GATT.

g/ During the course of the Kennedy Round, Argentina made a number
of concessions involving reduction of certain rates of duty. These
reduced rates, however, had been in effect for the United States,
under the U.S.-Argentine bilateral agreement. In October 1967, the
United States formally accepted the accession of Argentina to full
membership in the GATT.

3/ As one of the countries that engage in state-trading, Poland did
not maintain a conventional tariff system and could not, upon its-
accession to full membership in the GATT, grant any effective duty
concessions to the contracting parties. Accordingly, Poland, under
the terms of its accession, agreed to increase by 7 percent annually
the value of its imports from other members.



been granted most-favored-nation treatment by the United States. l/
During 1967, a number of countries participated in activities
sponsored under the General Agreement, either on a de facto basis g/
or under special grrangement. Such participation served to establish
limited trade;agreement relations between these countries and the
United States: At thé close of 1967, eight countries--Algeria,
Botswana, Congo (Kinshasa), Lesotho, the Maldive Islands, Mali,
Singapore, and Zambia--were applying the Geneéal Agreement on a de
facto basis; Cambodia had been participating in the work of the Con-

tracting Parties from November 1958, under a special arrangement sim-

‘ilar to a provisional accession.

TRADE~-AGREEMENT NEGOTIATIONS
During 1967 the United States participated in two types of
trade-agreement negotiations--those involved in concluding the
Kennedy Round and-those té satisfy claims for compensation that arose
from the adoption of the Tariff Schedules of the United States in

1963. 3/ The Kennedy Round negotiations are the subject of Chapter IV

1/ See U.S. Tariff Commission's Operation of the Trade Agreements
Program, l4th report, p. 66, and 15th report, p. 1k,

27 In November 1960 the Contracting Parties had established a pol-
icy whereby the provisions of the General Agreement could be applied
for a period of 2 years, subject to reciprocity, to a newly independ-
ent country to which, as a territory, the General Agreement had pre-
viously been applied. During the 2-year transition period, such a
country could negotiate its future relations with the contracting
parties to the (eneral Agreement. In some instances, the Contracting
Parties extended the de facto status beyond 2 years.

;/ The Tariff Schedules of the United States (TSUS) became effec-
tive on Aug. 31, 1963. The revised schedules replaced those origi-
.nally set forth in the Tariff Act of 1930, as amended. For back-
“ground on the TSUS, see Operation of the Trade Agreements Program,

16th report, pp. 45 46, 1Tth report, pp. 4-5, and 18th report (pro-
cessed ), pp, 9-12.




of this report; they will not be discussed further here. The compen-
satory negotiations are treated in the following paragraphs.

On June 30, 1967, the United States signed interim agreements
with Canada, the United Kingdom, and Jgpan that terminated the remain-
ing stages of some of the concessions that had been granted in the
compensatory agreements with those countries. These concessions had
covered commodities on which concessions were subsequently granted in
the Kennedy Round negotiations.

The agreement with Canada terminated the remaining stages of the
concessions that had been granted under the Interim Agreement of
December 17, 1965 on the following products; hardboard and building
board, ferrosilicon, locks and padlocks, steam and vapor-generating
boilers, producer-gas and water-gas geherators, air conditioning-
machines and parts, radio-television-phonograph pombinatiéns, air-
craft and spacecraft parts, and game machines, including coin aﬁd
disk-operated types. The agreement with the United Kingdom termi-
nated the remaining stages of the Interim Agreement of April 5, 1966,
on aircraft and spacecraft parts, and articles of unspun fibrous
vegetable material and ivory. The agreement with Japan terminated
the remaining stages of the concessions that had been granted under
the Interim Agreement of September 6, 1966, on the followiné commodi=
ties: ferrosilicon,locks and padlocks, radio-television-phonograph
combinations, ceramic sanitary ware and parts, mirrors, pipe tools
and parté, screwdrivers, compound optical microscopes, projectors

other than motion-picture projectors, toy figures of animate objects



‘and toys with a spring mechanism, slide fasteners and parts, cigar and
cigarette lighters, mechanical pencils, articles of sponge, foam rub-
ber or plastic, and rubber or plastic toys for pets.
AIMPLEMENTATION OF THE U.S.-CANADIAN
AUTOMOTIVE AGREEMENT

By December 31, l967, the U.S.-Canadian Automotive Agreement had
beeﬂ in effect for 3 years. The agreement had;provided for limited
' free trade in motor vehicles and original equipment parts; such treat-
ment had been accorded by Canada in January 1965 and by the United
States in becember 1965 (retroactive to January).

The total two-way trade in automotive products‘i/ between the
United States and Canada was substéntially~gréater in 1967 than in
any of the 3 preceding yeérs; in terms of value, thell967 trade was
approximatély 50 percent greater than that in 1966, and about 350 per;
cent greater than in 1964, In 1967, the value of U.S. exports of
automotive products to Canada was 4O percent larger than in 1966,
while the value of U.S. imports of similar products from Canada was
70 percent greater. The U,S. export balance of trade in automotive
products with Canada in 1967 was about 17 percent smaller than in
1966, and 25 percent smaller than in 196k,

When the Congress enacted the Automotive Products Trade Act in

1/ The trade data given in this section relate to U.S.-Canadian
trade in all automotive products--both those that were duty-free under
the agreement and those that were dutiable (e.g., replacement parts).
Data are available on duty-free U.S. imports of automotive equipment
from Canada, but are not available on duty-free Canadian imports of
automotive equipment from the United States.



1965, l/ it had established procedures whereby firms or groups of
workers could apply for‘adjustment assistance to offset dislocationsg
resulting from the implementation of the agreement. Sixteen petitions
for such assistance were filed in 19672 gll by groups of workers.
Decisions on 14 of these petitions were rendered before the close of
the year. In nine instances, the respective groups of workers were
certified as eligible for assistance, while in four they were found to
be ineligible. One petition was terminated without prejudice.
U.S. and Canadian Production and Trade
In Automotiwve Products

During 1967, production and employment in the Canédian automotive
industry increased to a recora high level, while production and em=-
ploymenf in the U.S. automotive industry continued to decline. - By con-
trast, during the séme year, the valué of both U.S. and Canadian_ex-
ports of automotive products to one another rose substantially,
although the increase in Canadian exports of such products to the
United States was proportionately much the g?eater.

The U.S. prodﬁction of motor vehicles totaled 9.0 millién units
in 1967--the lowest annual output during the 5-year period 1963-67.
The Canadian production of motor vehicles, on thé other hand, rose to
947,000 units,.from 902,000 units in 1966, 847,000 in 1965, and
671,000 in 1964. As a result, the Canadian share in the aggregate

number of motor vehicles assembled in the two countries increased to-

l/ This act granted the President of the United States the authority
to carry out the agreement.
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néarly 10 percent in 1967, compared with about 8 percent in 1966, and
7 percent in 1965 and 196L. l/ Canada's increased share in the com-
bined output of asseﬁbled motor vehicles in the two countries was
attributable, in considerable part, to the implementation of the U.S.-
Canadian automotive agreement. Another contributing factor has been
the mbre rapid rate of growth in recent years of the Canadian than of
the U.S. consumer market for automotive products.

The aveiage monthly employment in the U.S. motor vehicle.and
equipment industry increased from 798,000 workers in November 196k4 to
894,000 ih November 1966 (i.e., by 12 percent) but decreased to
849,000 workers in November 1967 (i.e., by 6 percent). Meanwhile,
the average monthly employment in the Canadian automotive industry.
rose from 75,000 to 87,500 workers, or by 17 percent.

In 1967, the total two-way trade in automotive products between
the United Stateé ahd Canada was valued at more than $3.3 billioﬁ,
compared with $730 million in 1964, $1.1 billion in 1965, and $2.2
billion in 1966. Although both U.S. exports of automotive products
to Canada and Canadian exports of similar products to the United
States rose substantially, the Canadian increase was proportionately
much‘greater.

In 1967, U.S. exporté of motor vehicles and parts to Canada were

valued at $1.8 billion. The value of such exports had increased from

1/ Canada's share of the value of the combined 2-nation production
of motor vehicles was materially less than the percentages shown in
the text, as Canadian-assembled vehicles incorporated a considerable
proportion of parts made in the United States, while U.S.-assembled

vehicles included only a negligible proportion of parts made in
Canada. ‘
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$654,000 in 196k, $860,000 in 1965, and about $1.3 billion in 1966..
The corresponding Canadian exports to the United States were valued
at nearly $1.6 billion in 1967, compared with only $76,000 in 1964,
$2h7,00Q in 1965, and $889,000 in 1966: Accordingly, the net U.S. ex- .
port balance in its automotive trade with Canada declined to $239 mil-
lion in 1967 from $422 million in 1966, $613 million in 1965, and $578
million in 1964, the yéar immediately preceding that in which’the
agreement became effective. l/

Iﬁ 1967, Canada continued to be the principal foreign market for
U.S. exports of automofive products, as well as the primary supplier
of U.S. imports of these commodities. Duriné fhat year, Canada took
61 percent of U.S. exports of automotive products, compared with 52
percent in 1966 and Ll percent in 1965. Conversely, Canada supplied
61 percent of U.S. imports of such products compared with 48 percent

in 1966 and 27 percent in 1965.

1/ U.S. and Canadian statistics on U.S.-Canadian trade in automo-
tive products differ materially. These differences arise largely from
the fact that both countries measure imports that enter duty-free under
the agreement more carefully than they measure exports that enter the
other country duty-free. U.S. import statistics on such-trade, for
example, are prepared in accordance with the import classifications
established by the Automotive Products Trade Act, which identify all
free entries resulting from the agreement. U.S. export classifica-
tions, however, do not separately identify some exports of automotive
parts. Hence, statistical series on the U.S. export trade balance in
automotive products with Canada differ, depending on whether they are
based on U.S. data, Canadian data, or a combination of the two. The
figures in the text were derived from U.S. import and export statis-
tics. For other series, see Second Annual Report of the President to
the Congress on the Operation of the Automobile (sic) Products Trade
Act of 1965, Committee on Finance, U.S. Senate, May 21, 1968.
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Action on Petitions Filed

The Automotiwve Products Trade Act of 1965 had provided that firms
or groups of workers could apply to the Automotive Agreement Adjust-
ment Assistance Board for compensation for dislocations attributable
to the implem§ntation of the agreement. In 1967, 16 groups of workers
filed petitions under the Automotive Products Trade Act, requesting
determination of their eligibility to apply for adjustment assistance.
No firms filed pétitions for assistance during the year.

The petitions filed during 1967 were as follows:

1. The International Association of Machinists and Aero-
space Workers, Local No. 1268, on behalf of a group of
workers at the Rockwell-Standard Corporation, Lyon Di=-
vision, Adrian, Michigan, in January 1967.

2, The UAW International Union, Local No. 368, on behalf
of a group of workers at Eaton, Yale & Towne, Inc.,
Spring Division, Detroit, Michigan, in February 1967.

3. The United Steel Workers of America, AFL-CIO, on be-
half of a group of workers at Eaton, Yale & Towne,
Inc., Lackawanna, New York, in February 1967.

4. The UAW International Union, Locals Nos. T2 and 75,
on behalf of a group of workers at the American Motors
Milwaukee Body Plant, Milwaukee, Wisconsin, in March

1967.

5. The UAW International Union, Local No. 72, on behalf
of a group of workers at the American Motors Corpora-
tion, Kenosha, Wisconsin, in March 1967.

6. The UAW International Union, Local No. 7, on behalf
of a group of workers at the Chrysler Jefferson Plant,
Detroit, Michigan, in March 1967.

7. The UAW International Union, Local No. 435, on behalf
of a group of workers at the General Motors Wilmington
Assembly Plant, Wilmington, Delaware, in April 1967.
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The UAW International Union, Local No. 664, on behalf
of a group of workers at the General Motors Chevrolet
Assembly Plant, Tarrytown, New York, in April 1967.

The UAW International Union, Local No. 664, on behalf
of a group of workers at the General Motors Fisher
Body Plant, Tarrytown, New York, in April 1967.

The UAW International Union, Local No. 314, on behalf
of a group of workers at the Eorg-Warner Corporation,
Long Manufacturing Division, Detroit, Michigan, in
June 1967.

The UAW International Union, Local No. 307, on behalf
of a group of workers at Eaton, Yale & Towne, Stamp-
ing Division, Detroit, Michigan, in June 1967.

The UAW International Union, Local 31lhk, on behalf

of a group of workers at the Borg-Warner Corporation,
Long Manufacturing Division, Detroit, Michigan, in
August 1967. '

The UAW International Union, Local No. 586, on behalf of
a group of workers at the Rockwell-Standard Corporation,
Bumper Division, Mishawaka, Indiana, in August 1967.

The UAW International Union, Local No. 314, on behalf of
a group of workers at the Borg-Warner Corporation, Long.
Manufacturing Division, Detroit, Michigan, in November

1967.

The United Glass and Ceramics Workers of North America,
AFI-CIO-CIC, Local No. 1, on behalf of a group of workers
at the Pittsburgh Plate Glass Company, Works No. 4, Ford
City, Pennsylvania, in November 1967. :

The United Glass and Ceramics Workers of North America,
AFL-CIO-CLC, Local No. 12, on behalf of a group of workers
at the Pittsburgh Plate Glass Company, Works No. 1,
Creighton, Pennsylvania, in November 1967.

These petitions were filed with the Automotive Adjustment Assist-

ance Board, which is comprised of the Secretaries of Commerce, Labor,

and Treasury. The President had delegated to the Board the responsi-

bility of determining the eligibility of petitioners for adjustment
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,assistancé. In accordance with the.procedures established in the act,
the Tariff\Commissian was requested by the Board Lo conduct an inves-
tigation of the facts relating to esach petition and to prepare a re-
port, which would assist it in making its determlnatlon. By fhe close
of 1967, the Board had made determinations w1th respect to the first
13 petitions llsted above, along with an earlier petition filed late
in 1966. 1/ In nine cases, the Board determined that the operation of
the‘agreement had been the primary factor causing the actual threat-
ened unemployment or underemployment of the petitioning workers, and
found the‘petitioners;eligible for adjustment assistance, In four
cases, the Board determined that the operation of the agreement had
not been the primary factor; accordingly, the petitioners were not
found to be eligible.for adjustment assistance. In one case, the
Board, in Jﬁly 1967 without prejudiée, terminated its investigation.
The Aumber.df workers certified by the Board as being eligible
to apply for adjustment assistance is estimated to have been 290 at
the Roclkwell Standard Corporatiaon, 44O at the Eaton, Yale & Towne,
Inc., plants. in Detroit and Lackawanna (N.Y.), 315 at the American
Motors Corporation plants in Milwaukee and Kenosha (Wisc.), 265 at
the Chrysler Jefferson Plant, 115 at the Tarrytown (N.Y.) plants of
the General Motors Corporation, and 8 at the oil cooler plant of the
Long Manufacturing Division of the Borg-Warnér Corporation in

Detroit; these constituted a total of more than 1,400 workers.

1/ Petition filed on behalf of a group of workers at the Borg-
Warner Corporation, Memphis, Tenn., in December 1966.
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Approximétely 2,500 workers had been certified as eligible for such
benefits betweén tﬁe time that the adjustment procedure had gone into
force and the close of 1967.

The APTA provided that assistance to workers could»bé in the forn
of unemployment compensation (trade re;djustment), training; and relo=
cgtion allowance. i/ By December 31, 1967, the total payments under
the act made by the Federal Government had amounted to more fhan $3
million, virtually all of it in the form of unemployment compénsation.

PARTICIPATION IN THE LONG-TERM COTTON
) TEXTILE ARRANGEMENT

. During 1967, the United States continued ifs participation in
the Long-Term Arrangement (LTA) Concerning Trade in Cotton’f |
Textiles. g/ At the Kennedy Round concluded during the year,iﬁhe LTA
was extended for an additional 3-year period'(i.e., until 1970); the
negotiations relating to the extension are discussed in Chapter‘h.
Poland acceded to the LTA, thus raising its total membership to 31
nations. The United States maintained bilateral agreements concern=-
ing cotton textiles with 22 countries, the majority of which were
also participants in the LTA. The total quantity of U.S. imports of
cotton textiles‘of the type covered by the LTA was somewhét smaller:

in 1967 than in 1966.

17 Adjustment assistance to firms could consist of technical, fi-
nancial, or tax assistance,

g/ For a more detailed account of the history and provisions of
the LTA, and of earlier U.S. participation, see Operation of the
Trade Agreements Program, 15th, 16th, 17th, and 18th Reports.

{
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On December 31, 1967, the participants in the LTA numbered 31, in-

eluding the following countries:
Group I--Industrialized countries

Australia Finland Netherlands

Austria ' France Norway

Belgium Germany (Federal Republic) Sweden

Canada Italy United Kingdom
Denmark Luxembourg United States

Group II--Developing countries

.

China, Republic Israel: Portugal

of (Taiwan) Jamaica Spain
Colombia Korea, Republic of Turkey
Greece - Mexico United Arab
Hong™ Kong Pakistan Republic
India . Poland

Group III--Industrialized - exporter country
Japan -
‘Poland acceded to the agreement during 1967. Colombia, Mexico, and
the Republic of China were participants in the LTA, although not con-
tracting parties-to the GATT.

During 1967, the United States imposed restraints i/ under

1/ A restraint is defined as a restriction of imports of cotton
textiles classified in a specified category or group of categories
from a single country to the level requested by the importing coun-
try, thus a country may impose more than one restraint against imports
from a given country at one time. Under the LTA, trade in cotton tex-
tiles have been subdivided into 64 categories for administrative pur-
poses., Under article 3, a participant in the LTA whose market is
experiencing, or is threatened with, disruption by imports of cotton
textiles may request another participant to restrict its exports of
such products to a designated level; the minimum annual level that
may be requested is the equivalent of actual exports (or imports) of
the products concerned during the year terminating 3 months before the
month in which the request is made. If the exporting country does rot
comply with the request within 60 days, the importing country is
authorized to restrict entry of the products concerned to the level
requested, i.e., to impose a restraint.
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article 3 of the LTA on imports of cotton textiles from 3 countries.
(Brazil, Malaysia,'and Romanié). At the close of the year, the United
States was imposing 12 such restraints, involving imports under 18
catégories; at the beginning of the yegf, 17 restraints were being
imposed, iﬁvolving imports under 18 categories. No restraints under
article 3 were imposed against U.S. exports of cotton textiles during
1967.

During 1967, the United States had in force bilateral agreements
with 22 countries gnder article L of the LTA. 1In recent years the
agreements under article 4 have given rise to @ost of the restraints
on imports of cotton textiles into the Unitea States. Extensidns‘of
previous agreements or new agreements entered into forée'during 1967
for nine countries (Jamaica, Japan, Republic of Korea, Mdlta,.MeXiéo,
Pakistan, Poland, Portugal, and Spain), and on January 1, 1968?'for
three countries (Philippines, United Arab Republic, and Yugoslavia).
Nearly all of these bilateral agreements contained ovéfall limita-~
tions affecting total U.S. imports of 6L cateéories of cotton

textiles ;/ and fixed specific ceilings on U.S. imports of certain.

cotton textiles from the varlous countries concerned. For the most
part, the agreements were valid until the termination of the LTA;
hence, their effective pefiods'ranged from 1 to 4 years. In éddition,
the agreements provided for an annual increase of 5 percent in the im-
port quotas and generally authorized transfer of quotas, to the extent

of about 5 percent, from one category to another.

l/ The agreements with India, Italy, and Japan limited only certain
categories.
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Most of the restrictions during 1967 on U.S. imports of cotton
textiles pursuant to the LTA were imposed in accordance with the terms
of these bilateral agreements. it the close of 1967, the United
States had such agreements concerning cotton textiles in effect with

the following 22 countries:

China, Republic  Jamaica 2/ Poland 2/
of 1/ Japan 2/ Portugal 2/
Colombia 1/ Korea, Republic Ryukyu Islands 1/4/
- Greece of 2/ Singapore b/
Hong Kong Malta 2/ Spain 2/
India Mexico 1/2/ Turkey
Israel " Pakistan 2/ United Arab Republic 3/
Ttaly Philippines 1/3/4/  Yugoslavia 3/

Not a contracting party to the GATT.

Latest agreement entered into force during 1967.

Latest agreement was to enter into force on Jan. 1, 1968.
Not a participant in the LTA.

S

In 1967, U,s.,impbrﬁs of cotton textiles of the type covered by
the LTA wére equivalent ;/ to nearly 1.5 billion square yards of
cloth, which was lower than the record level of 1.8 billion in 1966,
but higher than the;l.3 billion level of 1965. The most marked de=-
cline in 1967 occurred in the imports of cotton yarn, from an equiva-
lent of 418 million square yards in 1966 to 170 million in 1967. 1In
1967, U.S. imports of cotton fabric were more than 10 percent lower
than in 1966, while those of cotton wearing apparel and miscellgneous

cotton textiles wegre only slightly lower.

}/ Frequently, the statistics on U.S. general imports of cotton tex-
tiles are reported in units other than square yards, such as number of
pounds, or in metric measures. For comparative purposes, the U.S.
Department of Commerce has converted such statistics into their
square-yard equivalents, using a uniform set of conversion factors for
items not reported in square yards.
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The record level of U.S. imports of éotton textiles in 1966 was
attributable'fo heévy defense and military requirements during that
year; this demand was suppliéd largely from dqmestic prodpction. To
replace the largeyvolumes of domestic stocks diverted from the U.S.
commercial market; the Goverﬁment permitted the entry of an unusually
Qigh volume of imborted cotton textiles by raising the restraint level
for several LTA participants during that year. This action &;d not
constitute an important factor, however, in the domestic market durihg
1967. |

During 1967, as in the 3 preceding years, U.S. imports of tex-
tiles of man-made (synthetic) fibers continﬁedﬁto increase. 1In that
yéar, such imports were equivalent in value to nearly'two-thirdé of
the imports of cotton textiles, compared with less than a thi#d éf-
such value in 1964. Synthetic-fiber te#tiles, though competitive with

cotton textiles, were not subject to import restraints.

GOVERNMENT ACTIONS AFFECTING TRADE-AGREEMENT ITEMS
During 1967, the Tariff Commission conducted a number of inves-
tigations under the escape-clause provisions of the Trade Expansion
Act of 1962 (TEA), as well as one investigatioﬁ under section 22 of
the Agricultural Adjustment Act of 1933. Meaqwhiie, the Offige of
Emergency Planning (OEP) conducted several infestigations under the
national securipy provisions of the TEA.

The imposition of import restrictions has been authorized by cer-

tain U.S. legislative provisions to: (1) protect domestic industries
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being‘injured by increased imports resulting from trade-agfeement con-
cessions; (2) prevent interference with agricultural programs of the
U.S. Government; or (3) prevent the impairment of national security.
In addition, governmental assistance of various kinds has been made
available thrquh other provisioné to firms or groups of workers that
established that they have been injured by increased imports resulting
from trade-agreement concessions. Generally, an investigation by an
agenéy of the Federal Government is required before imports can be re-
stricted or adjustment assistance granted; the procedures invoked vary
with the felevant statupe. Several such investigations were conducted

.during 1967. The circumstances relating to these investigations are

~discussed in the remainder of this chapter.

The Escape Clause 1/

During 1967, the Tariff Commission conducted three investigations
under the escape-clause provisions of trade-agreement legislation;‘it
also made several reports reviewing economic conditions in industries
producing articles that were ﬁhe subject of earlier escape-clause
acﬁions. Escape~clause investigations are conducted under the provi-

sions of section 301(b) of the Trade Expansion Act (TEA) of 1962, 2/

1/ Since 1943, all trade agreements concluded by the United States
have included a safeguarding provision commonly known as the standard
escape clause. This clause provided, in essence, that either party
to a trade agreement could modify or withdraw its concessions if in=-
creased imports resulting from the concessions caused or threatened
~ injury to the domestic industry producing like or directly competi-
tive articles.

g/ For a detailed account of the provisions of the TEA and the Ex-
ecutive orders establishing procedures for its operation, see the
appendix to Operation of the Trade Agreements Program, 17th report,
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During 1967, all the escape-clause investigations were insti-
tuted under the provisions of section 30L(b)(1) of the TEA. The arti-
cles with which these investigations were concerned and the dates on

which the respective investigations were initiated are shown below: l/

Eyeglass frames and mountings~~--====-- Apr. 7, 1967
Barbers' chairs--=meemememcomccamacam—— July 21, 1967
BrOOMCOr === === e mm e e Sept. 27, 1967

By the end of the year, the Commission had released its report
on one of these investigations; the other two investigations were
still pending. In the investigations concerning eyeglass frames and
mountings, the Commission unanimously found (October 6, 1967) that
the articles in question were not being impofted, as a result in ma-
jor part of trade-agreement concessions, in such increased quantities
as to cause or threaten serious injury to the domestic industfy pro-
ducing like or directly competitive articles. By December 31, 1967,
however, the final reports of the Commission dn barbers' chairs énd
broomcorn had not been released.

During 1967, the Tariff Commission submitted several reports to
the President reviewing escape-clause actions; all of these actions
had been taken under the provisions of section 351(d)(3) of the TEA.
Formal procedure for the review of escape-clause actions, involving
Commission investigqtions, had been established by the TEA. Section
351(d)(1) of that act requires the Commission to report annually to
the President on developments in domestic industries in whose interest

escape-clause action had previously been taken; sections 351(d)(2)

1/ For more detailed information, see Fifty-first Annual Report of
U.S. Tariff Commission, TC Publication 227, 1968, p. 2.
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and (3) require the Commission, under specified circumstances, to
advise the President of ﬁhe probable economic effect on the industry
concerned of a reduction or termination of an escape action taken by
him pursuant to section 351 of the TEA or section 7 of the Trade
Agreements Extension Act of 1951. }/

| During 1967, the Commission submitted four reports under the
provisions of section 351(d)(3), following investigations and hearings
conducted to determine whether or not escape-glause action should be
allowed to terminate on October 11, 1967, for the articles concerned.
The articles on which such reports were made and the dates on which

the reports were submitted to the President, were as follows:

Cotton typewriter-ribbon cloth-=-=—-ea-a- May 11, 1967
Wilton and velvet carpets and rugs—----=- Sept. 5, 1967
Drawn or blown flat glass (sheet. glass)=-- Sept. 8, 1967
Stainless-steel table flatware--eecmc-cea- Sept. 21, 1967

Following receipt of these four reports, the President permitted
the escape actions on cotton typewriter-ribbon cloth and on stainless-
steel table flatware to terminate on October 11, 1967. Termination
qf these actioné restored the concession rates, effective immedi-
ately. g/v On the same date, however, the escape-clause rates on
Wilton'and vélvet carpets and rugs and on drawn or blown flat glass
(sheet glass) were extended to January 1, 1970, by Presidential Proc-

lamations 3815 and 3816, respectively. Earlier in the year, the

1/ Most of the investigations that had been completed by the end of
1967 under the provisions of section 351(d)(2) had been initiated at
the request of the President. .

2/ The concession rate is the duty or dutles in force on an im-
ported commodity before escape-clause action is taken; it is restored
when this action is terminated.
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escape-clause rates on sheet glass, which had been in effect from
1962, had beeﬂ redﬁced by Presidential Proclamation 3762 of
January 11, 1967. l/ Also oﬁ the latter date; the concession rates
on watch movements and parts, which had been increased by Presideﬁtial
Proclamatiop 3062 of July 27, 195h, had been restored, effective im-
mediately, by Presidential Proclamation 3761.
vAction Under Section 22 of the Agriculturai
' Adjustment Act

In 1967, the Commission conducted an investigation under section
22 of the Agricultural Adjustment Act of 1933, as amended, involving
imports of certaiq dairy products. In June,‘if reported its findings
in thié investigation. | |

Undef section 22 of the Agricultural Adjustment Act, as émended,
the President is authorized to restrict imports of any agricultural
commodity, by imposing either fées or quotas within spécified iimits,
whenever such imports render or tend to render ineffecfive, or mate-
rially interfere with, programs of the U.S. Department of Agriculture
relating to agricultural commodities or products thereof. The Tariff
Commission is required, under section 22, to conduct an investigation,
when so directed by the President, and to make a report ahd recom-
mendation to him. |

On April 7, 1967, the President requested the Commission to con-

duct an investigation under subsections (a) and (d) of section 22 of

1/ The increased rates of duty had been terminated by the President
on” imports of certain types of sheet glass and reduced on the remain-
ing types concerned, on Jan. 11, 1967.
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the Agricultural Adjustment Act, as amended, to determine whether
certain types of cheese and other dairy products were being imported,
or wére practically certain to be impcrted, into the United States
under such conditions and in such quantities as to render or tend to
rehder ineffegtive, or materially interfere with, the price-support
programs of the U.S. Department of Agriculture for milk and butterfat,
and to determine related questions. The Commission reported to the
Preéident on June 15, 1967, upon completion of its investigation.

The. Tariff Commission unanimously found that the dairy products
concerned in the investigation were not being imported into the United
States iﬁ'such quantitiés as to render ineffective, or materially in-
- terfere with, the*price-éupport programs of the Department of
'Agriculfure, buﬁ that certain types of cheese and other dairy prod-
ucts wefe.pracﬁically certain to be imported in sufficient quantities
fo interfere with such price-support programs.. Accordingly, the
Commissioﬁ recommended that the President issue a proclamation pur-
,suaﬁt to section 22(b) of the Agricultural Adjustment Act, as amended,
establishing.quantitative limitations on imports of certain specified
dairy products; on June 30, 1967, the President followed this recom-
mendation by issuing Proclamation 3790, effective June 30, 1967, l/

The Presidential proclamation placed quotas on imports of a

1/ For a detailed description of the findings and recommendations
of the U.S. Tariff Commission on imports of these articles, see the
Commission's report entitled "Dairy Products--Report to the President
on Investigation No. 22-26 Under Section 22 of the Agricultural
Adjustment Act, as Amended," TC Publication 211, Washington, D. C.,
June 1967. '
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number of dairy products that had been entering the United States in
high volume; tﬁis was the first time that quotas had been imposed on
imports of these types of daify products. 1/ U.S. imports of dairy
products had increased considerably in recent years; they had risep
from a total of 900 million pounds (milk equivalent) in 1965 to 2.8
billion pounds in 1966; they were estimated 2/ at more than 4 billion
pounds in 1967. The prodlamation was expected to reduce annual im-
ports of dairy products to about 1 billion pounds (milk equivalent),

or to about 25 percent of the 1967 volume of imports.

National Security Investigations
During 1967, the Office of Emergency Planning (OEP) terminated
one investigation that it had been conducting under the national secu-
rity provisions of the Tréde Expansion Act of 1962. It also initiated
one new investigation during the year, and continued work on two.
others that had been started before 1967. The OEP had. not concluded

any of the three investigations by December 31, 1967.

1/ For a number of years, the United States had imposed absolute
quotas on imports of a variety of dairy products under the provisions
of the Agricultural Adjustment Act, as amended. Such quotas under
section 22 were first imposed in 1953, although imports of some dairy
products had been subject to quota previously, under the provisions
of the Defense Production Act and under the Second War Powers Act;
quotas on imports of butter substitutes and other articles containing
more than 45 percent of butterfat were established-in 1957. Most of
the quotas in force at the close of 1967 on imports of dairy products
were imposed in 1953; the products involved included butter, and
certain types of milk and cheese. Quotas had been increased on Edam
and Gouda cheeses and Italian-type cheeses in 1960, on blue-mold
cheese in 1962, and on Cheddar cheese in 1966.

2/ Annual total for 1967 estimated by the U.S. Department of
Agriculture on the basis of actual quant ity imported in the first 6
months of the year.
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Under section 232 of the TEA, the Director of the OEP, upon the
request Qf the head of any'departmenf or agency, upon the application
of an interested party, or upon his own motion, is required to conduqt
an investigation to determine the effects of impbrts of an article
upbn the national security. If he is of the opinibn that imports of
such an article are threatening to impair the national security, he
is to advise the President accordingly; if thg President is in agree-
ment, he is required to take whatever action that may be necessary to
control the entry of such article.

On Jénuary 11, 1967, the OEP announced that it had terminated its
investigation to determine whether imports of watches, movements and
parts were threatening to impair the national security. Although the
OEP had concluded its investigation in November 1966, the relevant
formal announcement was made at the time when the Presidential proc-
lamation was released. On the same date, the President also took
action on £he escape~-clause restrictions that had been imposed on im-
ports of such products. 1/

The OEP investigation concerning imports of watches, movements
and parts had been undertaken in April 1965, at the request of -the
President; it had followed an earlier investigation that had been con-
cluded in February 1958 by the Office of Defense Mobilization-~the
predecessor of the OEP, The 1967 investigation was conducted as a

new and independent examination of the problem and took into account.

l/ See p. 23 for an account of earlier escape-clause action on im-
ports of watch movements and parts.
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many factors that had arisen after 1958, such as changes in military
techniques and requirements. As in the earlier investigation, howeyer,
the OEP concluded that the level of U.S. impofts 6f such products did
not threaten to impair the national security.

On April 17, 1967, the Director of the OEP announced that a
public hearing would be held to complete an investigation of the na-
tional security implications of controls on imports of asphalt and
asphalt produced from imported crude and unfinished oils. ~This in-
vestigation had been preceded by a full feview within the Governmént
of the domestic issues involved, l/ during whiqh it wés concluded that
-the nétional security would not be impaired by liberaiization of the
controls on imports of asphalt for use without furthef réfining. The
procedure used in this investigation marked the first tiﬁe that a
modification of the prograﬁ.g/ was recommended in advance of thg pub-
lic hearing, but it had been followed because it was félt that prdmpt
action was required to avoid possible undesirable consequences dur-

ing the period in which public views were being obtained.

.

1/ The Secretary of the Interior sought to assure that adequate sup-
plies of finished asphalt would be available and that U, S. asphalt re-
fineries would be protected from market dislocations and other econo-
mic hardships. To this end, inquiries were made to determine whether
import restrictions that had been imposed earlier on crude and un-
finished petroleum could be relaxed to permit the entry of these prod-
ucts in quantities sufficient to meet requirements for the production
of asphalt, without detriment to the national security.

g/ The mandatory petroleum import control program was initiated in .
1959. In 1964, an unsuccessful attempt had been made to exempt from
import controls the asphalt.content of crude and unfinished petroleum;
such exemption was rejected by the OEP, which held that the import
brogram was adequate to meet the national requirements. (See Opera-
tion of the Trade Agreements Program, 16th report, pp. 50-51.)
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The President, following the recommendation of the Director of
the OEP, amended Proclamation 3279 of March 1959, which had assigned
to the Director of the OEP the respunsibility for determining the
national security implications of imports of petroleum and its primary
derivatives, ?o give the Secretary of the Interior discrétionary
authority to.placé asphalt products imported intq the United States l/
under the general type of control applicable to imports of residual
fuei oil into District I (the East Coast States.)_g/ The proclamation
required. that the Secretaries of State, Defense, Treasury, Interior,
Commerce,‘and Labor would be consulted and that other agencies, such
as the Deﬁartments of Justice and Transportation, would partici?ate.
As of December 31, 1967, this investigation was still under way.

wa investigations, initiated by the OEP in earlier years, were
still iﬁ brogress at the close of 1967; one was concerned with the
quotas that nad been imposed by the United States on imports of crude
petroleum; unfinished oils, and finished petroleum products. ;/

Under the requirement to keep the President informed of circumstances

that might necessitate further action, the OEP, at the request of the

1/ Includes Puerto Rico.

2/ Investigations of the national security implications of imports
of petroleum and its primary derivatives are authorized under sec-
tion 6(a) of Presidential Proclamation 3279 of March 10, 1959, as well
as under section 232 of the Trade Expansion Act of 1962,

3/ These quotas were the only such restrictions that had ever been
imposed under the national security provisions of trade-agreement
legislation., (See Operation of the Trade Agreements Program, 15th
report, pp. Th-75; 16th report, pp. 50-51; l7th report pp. 16-17; and
18th report (processed), p. 26. '
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Secretary of the Interior, had initiated in April-l965 an investiga-
tion to deterﬁine,whether the controls on imports of residual fuel pil
intended for use as fuel shoﬁld be continued or eliminated. The other.
investigation was concerned with the effect of imports of textileston
the national security. Under the natignal security provisions of the
?rade Agreeﬁents Extension Act of 1958, this textile investigation had

been initiated in 1962 by the Director of Civil Defense Mobilization.






Chapter 2

Operation of the General Agreement on Tariffs and Trade

INTRODUCTION

This chapter describes the principal developments during 1967
relating to the General Agreement on Tariffs and Trade (GATT), with
the exception of the Kennedy Round, which is treated separately in
chapter IV. vThese developments are presented under the following
headings: (1) Activities in the interest of less developed countries;
(2) regional economic arrangements; (3) actions relating to GATT
obligations;.and (4) other developments relating to the General
Agreement.

The Contracting Parties }/ held their 2kth Session in November
1967. Once a year, these GATT members meet in full session to re-
view the many actions by members coming under the purview of the
General Agreement and to take joint action on various problems.
During the intersessional period, the work of thé Contracting Parties
is carried on by a Council of R<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>