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Foreword

This, the 12th report of the U.S. Tariff Commission on the
operation of the trade agreements program, covers the period from July 1,
1958, through June 30, 1959. The 12th report has been prepared in
conformity with the provisions of seétion 350(e)(2) of the Tariff Act
of 1930, as amended, which 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.

During the period covered by the 12th report, the Contracting

‘Parties to the General Agreement on Tariffs and Trade (GATT) did not
| sponsor any multilateral tariff negotiations of the Geneva-Annecy-
Torquay type. Shortly before the close of the period covered by the
report, however, they decided to hold a general tariff conference,
beginning in September 1960, for the purpose of negotiating with the .
member states of the European Economic Commuﬁity, with countries that
desire to accede to the General Agreement, with contracting parties.
that desire to negotiate new or additional c¢oncessions, and with

contracting parties that desire to fenegotiate concessions in their

1/ Sec. 350(e)(1) of the Tariff Act of 1930, as amended, requires the
President to submit to the Congress an annual report on the operation
of the trade agreements program. ‘In accordance with this requirement,
the President on June 25, 1959, transmitted to the Congress his Third
Annual Report of the President of the United States on the Trade Agree-
ments Program. The requirements for the reports by the Tariff Commis-
sion and the President were added to sec. 350 by sec. 3(d) of the
Trade Agreements Extension Act of 1955.




existing schedules. During the perlod covered by the 12th report, the
United States concluded limited trade-agreement negotiations under
article XXV of the General Agreement with Brazil and under article
XXVIII or the 1955 Declaration bn Continued Application of Schedules,
with Australia, Austria, Finland, the Netherlands, and New Zealand.
The report describes these négotiations and analyzes the changes that
they made in the schedules of concessions of the respective countries,
The 12th report also covers other important developments during
'1958-59 with respect to the trade agreements program. These include
the major developments relating to the general provisions and
administration of the General Agreement; the actions of the United
States relating to its trade agreements program; and the mejor commercial
" policy developménts in countries with which the United States has trade

agreements.
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Chapter 1

U.S. Trade Agreements Leglslation

During the peribd covered by this report l/ the United States
conducted its trade agréements program under the provisions of the
Trade Agreements Act of 193k, 2/ as amended, the Trade Agreements
Extension Act of 1951, 2/ as amended, the Trade Agreements Extension
Act of 1958, 4/ Executive Order 10082 of October S, 1549, and
Executive Order 107Lh1 of November 25, 1957.

PROVISIONS OF THE TRADE AGREEMENTS EXTENSION
ACT OF 1958
The Trade Agreements Extension Act of 1958, which was approved

by the President on August 20, 1958, extends from the close of

1/ The first report in this series was U.S. Tariff Commission,
Operation of the Trade Agreements Program, June 193l to April 19L8,
Rept. No. 160, 2d ser., 19L9. Hereafter that report will be cited
as Operation of the Trade Agreements Program, 1st report. The 2d,
3d, and succeeding reports of the Tariff Commission on the operation
of the trade agreements program will hereafter be cited in a similar
short form. Copies of the Commission's 8th, 9th, and 11th reports
on the operation of the trade agreements program may be purchased
from the Superintendent of Documents, U.S. Government Printing Office,
Washington 25, D.C. The other reports in the series are out of print.

2/ L8 stat. Sh3.

3/ 65 Stat. 72. ,

L/ Public Law 85-686 (72 Stat. 673).

For the provisions and legislative history of the Trade Agreements
Act of 193L and the subsequent extension acts, see Operation of the
Trade Agreements Program as follows: 1st report, pt. II, ch. 23 2d
Teport, ch. 2; 3d report, ch. 2; hth report, ch. 2; 6th report, ch. 2;
7th report, ch. 2; 8th report, ch. 13 9th report, ch. 1j 10Oth report,
ch, 1; and 11th report, ch. l.




June 30, 1958, until the close of June 30, 1962, the period during
which the President is authorized to enter into foreign trade agreements

~under section 350 of the Tariff Act of 1930, as amended. Y
Authority To Reduce Rates of Duty

The Trade Agreements Extension Act of 1958 provides that the
President may, pursuant to trade agreements, reduce the rate of duty
on an article to the lowest rate resulting from the applicatioﬁ of any
one of three alternative methods. Under the first method the rate
of duty on an article may be/£educed by as much as 20 percent of the
rate applicable on July 1, 1958. Under the second method the rate of
duty existing on July 1, 1958, may be reduced by 2 percentage points,
except that no duty may be entirely removed. Under the third method
_any rate of duty may be reduced to 50 percent ad valorem or, for a
specific or compound rate of duty, to a rate or combination of rates

equivalent to 50 percent ad valorem.

1/ Sec. 350 of the Tariff Act of 1930, as amended, is commonly
referred to as the Trade Agreements Act of 193L, as amended.



Under the provisions of the extension act of 1958, the rate of
duty on an article on July 1, 1958, determines which of these three
methods would result in the maximum permissible reduction. Thus rates
of less than 10 percent ad valorem may be reduced in greatest degree
by employing the second method (reduction by 2 percentage points);
and those between 10 percent and 62-1/2 percent, by the first method
(reduction by 20 percent). For rates exceeding 62-1/2 percent the
maximum permissible reduction would be accomplished by using the third
method (reduction to 50 percent ad valorem, or its equivalent). ;/

In applying the second éﬁd third methods of rate reduction, in
which the permissible reduction is stated in ad valorem terms, the
base rate must, of course, also be stated on an ad valorem basis. The
law specifies, therefore,'that for specific and compound rates of duty,
jts provisions shall apply on the basis of the ad valorem equivalents
of such rates of duty during a period determined by the‘President to
be representative.

The Trade Agreements Extension Act of 1958 provides that, regardless
of the method that is employed in reducing a rate of duty, the reduction

may be effected in not more than four annual stages. Separate stages

l/ The first and second methods would give identical results if
applied to a rate of exactly 10 percent ad valorem, and the first and
third methods, if applied to a rate of exactly 62-1/2 percent ad valorem.



must be at least 1 year apart, and the last stage must not be later

than 3 years after the first stage. In no stage may the reduction exceed
10 percent of the base rate of duty under the first method, 1 percentage
point under the second method, or one-third of the total amount of the
reduction under the third method.

Even though a rate of duty may have been increased after July 1,
1958 (as, for example, by termination of a bilateral trade agreement),
it may be reduced to the same level as if it had not been so increased,
because, under the provisions of the Trade Agreements Extension Act of
1958, the rate of duty existihg on July 1, 1958, is without exception
the base for determining the permissible reductions in duty. In
situations of this kind the limitations on the amount of the reduction
that may become effective at one time are either those set forth above
or one-third of the total permissible reduction, whichever is the
greater.

Unlike the 1955 extension act, which forbade the use of any of the
rate-reducing authority under the first alternative after the expiration
of the period of extension of authority to enter into trade agreements,
the 1958 act permits utilization of the full amount of the authority
provided by any one of these alternatives to carry out any trade
agreement entered into during the h—&ear period ending June 30, 1962.
The reductions may be put into effect at any time during that period or
thereafter, except that no part of any decrease may come into effect

for the first time later than June 30, 1966.



Authority to Increase Rates of Duty

The Trade Agreementé Extension Act of 1958 authorizes the President
to increase by as much as 50 percent any rate of duty in effect on July
1, 1934. Under legislation in effect before the Trade Agreements Exten-
sion\Act of 1958 was approved, the President had the authority to increase
by as much as 50 percent any rate of duty in effect on January 1, 1945.
The new act also provides that a specific rate of duty existing on
July 1, 1934, may be converted to its ad valorem equivalent based on
the value of imports of the article concerned during the calendar year
1934, and that an ad valorem rate of duty not in excess of 50 percent
above such ad valorem equivalent may be imposed on the article.

The trade agreements législation in effect before passage of the
extension act of 1958 forbade the transfer of any article from the duti-
- able to the free list, or vice versa. The President, therefore, had no
authority to impose an import duty on an article that had been bound on
the free list in a trade agreement. 1/ The extension act of 1958 con-
tinues the prohibition against transferring an article from one list to
the other; but authorizes the President--in carrying out the escape-
clause provisions of the trade agreements legislation--to impose a duty
not in excess of 50 percent ad valorem on any article not otherwise

subject to duty. Imposition of such a duty, of course, would be only

for the time necessary to prevent or remedy serious injury or the threat

thereof to the domestic industry concerned.

1/ The President was not prohibited, however, from imposing quantita-
tive restrictions on imports of such an article.



Escape-Clause Provislons

The Trade Agreements Exteﬁsion Act of 1958 continues the escape~
clause provisions of thé Trade Agreements Extension Act of 1951, as
amended, but makes certain changes in the escape-clause procedure.

Section 7 of the Trade Agreements Extension Act of 1951, as amended
(which established a statutory escape-clause procedure), provides that
the Tariff Commission, upon the request of the President, upon resclution
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 any interested party, must promptly
conduct an investigation to determine whether any product on which a
trade-agreement concession has been granted is, as a result, in whole
or in part, of the customs treatment reflecting such concession, being
imported in such increased quantities, either actual or relative, as to
cause or threaten serious injury to the domestic industry producing
like or directly competitive products. 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 & result of its investigation, the
existence or threat of serious injury as a result of increased imports,
elther actual or rélative, 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 establishment
of an import quota.

The Commission mqst immediately make public its findings and
recommendations to the President, including any dissenting or separate
findings and recommendati;ns, and must 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 Commission must make and publish
a report stating its findings and conclusions.

The Trade Agreements Extension Act of 1958 reduces from 9 months to
6 months the period within which the Tariff Commission is to make a
report in an escape-clause investigation. It aleo makes an important
change in the escape-clause procedure by providing that the Congress may
override the President's rejection in whole or in part of a Tariff
Commission recommendation for escape-clause action. Under earlier
legislation the President was merely required to report to the Congress,
stating his reasons, when he did not follow ghe Commission'é recommenda-
tion in an escape-clause ciuse. The new law continues the requiremen£
that the President make such a report to the Congress. It provides,
however, that the Congress may, by adopting a concurrent resolution by a
two-thirds vote in each House, override the President's rejection of a
Tariff Commission recommendation for escape-clause action. Within 15

days after the Congress adopts such a resolution, the President is

required to place in effeet the Commission's recommendation.



Peril-Point Provisions

The Trade Agreements Extension Act of 1958 continues the statutory
requirements for so-calléd peril-point determinations in connection with
proposed trade-agreement negotiations, but makes certain changes in and
additions to the peril—poiné procedure. The peril-point provisions of
the Trade Agreements Extension Act of 1951, as amended, 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, in the course of which it must hold a public hearing,
and to report its findings to the Presidemt 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 the duty
or the additional import restrictions that may be necessary on any of the
listed products to avoid serious injury to such domestic industry. The
President may not enter into a trade agreement until the Gommission has
submitted its report to him or until the expiration of the period
specified for completion by the Tariff Commission of its peril-point
investigation, Should the President conclude a trade agreement that
provides for greater reductions in duty than the Commission specifies in
its report, or that fails to provide‘for the minimum increase in duty or
the additional import restrictions specified, he must transmit to the
Congress a copy of the trade agreement in question, identifying the

articles concerned and stating his reason for not acting in accordance with

the Tariff Commission’s findings.



The Trade Agreements Extension Act of 1958 increases from 120 days
to 6 months the period specified for the Tariff Commlssion to complete
a peril-point investigation. The act also requires that the Commission
promptly institute an escape-cleuse investigation with respect to any
article on the President's list upon which a tariff concession has been
granted, whenever the Commission finds in a peril-point investigation
that an increase in duty or additional import restriction is required to
avoid serious injury to the domestic industry producing like or directly
competitive articles. | )

The extension act of 1958 further provides that in a peril-point
investigation the Commission shall, to the extent practicable and wi;h—
out excluding other factors; ascertain for the last calendar year pre~
ceding the investigation the average invoice price at which a listed
foreign article was sold for export to the United States, and the average
prices at which the like or directly competitive domestic articles were
sold at wholesale in the principal markets of the United States. Moreover,
the Commission is required, also to the extent practicable, to estimate
for each article on the President's list the maximum increase in annual
imports which may occur without causing serious injury to the domestic

industry producing like or directly competitive articles.
National Security Provision

The so-called national security amendment enacted in section 7 of
the Trade Agreements Extension Act of 1955 provided that whenever the

Director of the Office of Defense Mobilization 1/ has reason to believe

1/ Now the Office of Civil and Defense Mobilization (OCDM).
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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 bellef, he shall cause an immediate investigation to be made to
determine the facts. If, on the basis of such investigation and of
findings and recommendations made in connection therewith, the President
finds that the article is being imported in such quantities as to
threaten to impair the national security, he shall take such action as
he deems necessary to adjust imports of the article to a level that will
not threaten to impair the nétional security.

The Trade Agreements Extension Act of 1958 continues the national
security provision of the éxiension act of 1955, with certain changes
and additions. The Director must make an investigation upon request of
the head of any department or agency, upon application of any interested
party, or upon his own motion. The second investigation by the President
is elimihated, but the final decision as to the need for action is
made by the President. The scope of the provision is enlarged to
include authority to restrict imports of derivatives of the articles which
are the subject of a request for investigation, in addition to imports
of the articles themselves. A new section added to the national security
provision directs the. Director of tge Office of Defense and Civilian
Mobilization 1/ and the President, in_the light of the requirements of
national security and without excluding other relevant factors, to
consider domestic production needed for projected national defense

requirements, the capacity of domestic industries to meet such require-

1/ Now the Office of Civil and Defense Mobilization (OCDM).
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ments, existing and anticipated availabilities of the human resources,
products, raw materials, and other supplies and services essential to
the national defense, the requirements of growth of such industries
and such supplies and services (including the investment, exploration,
and development necessar§ to assure such growth), and the importation
of goods in terms of their quantities, availabilities, character, and
use as those affect such industries and the capacity of the United
States to meet national security requirements.

In their administration. of the national security provision, the
extension act of 1958 dire;ts the Director of OCDM and the President
to recognize the close relgtion of the economic welfare of the Nation
to the national security, and to take into consideratioﬁ the impact of
foreign competition on the economic welfare of individual domestic
industries. It also directs them to consider, without excluding other
factors, any substantial unemployment, decrease in revenues of govern-
ment, loss of skills or investment, or other serious effects resulting
from the displacement of any domestic products by excessive imports;
in determining whether such weakening of the internal economy may impair

the national security.
Other Provisions

Section 9 of the Trade Agreements Extension Act of 1958 grants the
Tariff Commission broader subpena powers than those provided in earlier
legislation. Under section 333 of the Tariff Act of 1930 such powers
had been aveilable to the Commission only in certain types of investi-

gations; under the provisions of the new act they may be invoked "in
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connection with any investigation authorized by law."

Section 7 of the Trade Agreements Extension Act of 1958 establishes
the rules that shall go;érn the Congress in considering concurrent reso-
lutions to override Presideétial rejections of Tariff Commission
recommendations in escape-clause cases. The Trade Agreements Extension
Act of 1958 makes such resolutions highly privileged, and establishes
procedures designed to expedite their consideration by the Congress.

PROPOSED LEGISLATION CONCERNING U.S. PARTICIPATION
IN THE ORGANIZATION FOR TRADE COOPERATION

At their Ninth Session in 1954-55, the Contracting Parties to the
General Agreement on Tariffs and Trade negotiated an Agreement on the
Organization for Trade Cooperation (0TC). The principal function of the
proposed organization was to be the administration of the General Agree-
ment . E/ On March 21, 1955, the United States signed the Agreement on
the OTC--subject to approval by the U.5. Congress. In a special message
to the Congress on April 1L, 1955, the President recommended that the
Congress enact lezislation authorizing U.S. membership in the proposed
OTC. 1In response to the President's recommendation, House bill 5550 was
introduced in the House of Representatives on April 1lu, and was referred
to the Committee on Ways and Means. 'E/ Although the committee reported
favorably (with amendments) on the bill during the second secsion of the

8L4th Congress, the House of Representatives did not act on it.

1/ For a detailed discussion of the proposed Organization for Trade
Cooperation, see Operation of the Trade Agreements Program, 8th report,
pp. 20-27.

2/ For the legislative history of H.R. 5550 and a discussion of its

provisions, see Operation of the Trade Agreements Program, 9th report,
pp. 7-8.




On January 10, 1957, and on April 3, 1957, in messages to the Con-
gress, l/ the President again recommended that the Congress enact legis-
lation providing for U.S. membership in the proposed Organization for
Trade Cooperation. In response to the President’s recommendation, House
bill 6630 was introduced in the House of Representatives on April L, 1957,
and was referred to the Committee on Ways and Means. g/ By August 30, 1957,
the end of the first session of the 85th Congress, the House Committee on
Ways and Means had not reported on the bill. At the beginning of the second
session of the 85th Congress in January 1958 the President in his message
to the Congress did not again recommend the enactment of legislation
authorizing U.S. membership in OTC, nor was such a recommendation in-
cluded in the admdnistratioﬁ's proposals for extending the President's
authority to negotiate trade agreements. By the time the 85th Congress
adjourned, the House Committee on Ways and Means had not reported on
House bill 6630, and the bill therefore lapsed. No bills proposing
U.S, membership in the OTC were introduced in the Congress during the

period covered by this report.

1/ H. Doc., 1 (B5th Cong., 1st sess.), 1957; H. Doc. 146 (B5th Cong.,
1st sess.), 1957.

2/ For a discussion of the provisions of H.R. 6630, see Operation of
the Trade Agreements Program, 10th report, pp. 7-8.




Chapter 2

Developments Relating to the Operation of the
General Agreement on Tariffs and Trade

INTRODUCTION

The General Agreement én Tariffs and Trade (GATT), the most
important and most comprehensive agreement that the United States has
entered into under the provisions of the Trade Agreements Act, is a
multilateral agreement to which the United States and 36 other countries
are now contracting parties. 1/ The General Agreement consists of two
parts: (1) The so-called general provisions, which consist of numbered
articles that set forth rules for the conduct of trade between
contracting parties, 2/ and (2) the schedules of tariff concessions
that have resulted from the various multilateral negotiations sponsored
by the Contracting Parties. On June 30, 1959, the following 37 countries
were contracting parties to the General Agreement: Australia, Austria,
Belgium, Brazil, Burma, Canada, Ceylon, Chile, Cuba, Czechoslavakia,
Denmark, the Dominican Republic, Finland, France, West Germany, Ghana,
Greece, Haiti, India, Indonesia, Italy, Japan, Luxembourg, the Federation
of Malaya, the Netherlands, New Zealand, Nicaragua, Norway, Pakistan,
Peru, the Federation of Rhodesia and Nyasaland, Sweden, Turkey, the
Union of South Africa, the United Kingdom, the United States, and
Uruguay. Three additional countries--Cambodia, Israel, and Switzerland--

although not contracting parties to the General Agreement on June 30,

1/ For the earlier history of the General Agreement, see Operation of
the Trade Agreements Program: 1lst report, pt. II, ch. 3; 2d report,
pp. 19-21; 3d report, pp. 31-32; and 5th report, pp. 23-26.

2/ The term "“contracting parties," when used withou? in?tigl.capitals
(contracting parties), refers to member countries acting individually;
when used with initial capitals (Contracting Parties), it refers to the
member countries acting as a group.

b
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1959, were participating in the work of the Contracting Parties,
pending their full accession to the agreement.

At the close of the period covered by this report, the General
Agreement embraced the eriginal agreement 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, the Torquay
Protocol of 1951, under which 4 other countries acceded; and the
Protocol of Terms of Accession of Japan, under which that country
acceded in 1955. Indonesia, on behalf of which the Netherlands
negotiated concessions at‘Geneva in 1947, became an independent con-
tracting party in 1950. Ghana and Malaya became contracting parties
in 1957 after they were sponsored by the United Kingdom under the
provisions of article XXVI. At one time or another during the period
commencing with the Geneva Conference in 1947 and ending June 30, 1959,
a total of 41 countries became contracting parties to the General
Agreement. Four of these countries--the Republic of China, Lebanon,
Livberia, and Syria, all of which became contracting parties to the
agreement as a result of negotiations at Geneva in 1947 or at Annecy
in 19L49--have since withdrawn from it.

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 June 30, 1959, the Contracting Parties
met in 14 regular sessions. From the time that the ad hoc Committee for
agenda and Intersessional Business--now called the Intersessional Com-

mittee--was established in 1951, it has held one or more meelings each year.
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The 13th Session of the Contracting Parties, which was held in
Geneva from October 16 to November 22, 1958, was attended by representa-
tives of all 37 contracting parties to the General Agreement., The
following 18 countries that were not contracting parties were repre-
sented by observers: Argentina, Cambodia, Colombia, Costa Rica, Ecuador,
Iran, Israel, Libya, Mexico, Panama, the Philippines, Poland, Portugal,
Switzerland, Tunisia, the United Arab Republic, Venezuela, and
Yugoslavia. 1/ The United Nations, the International Labor Organization;
the Food and Agriculture Organization, the International Monetary Fund,
the Organization for European Eéonomic Cooperation, the Council of
Europe, the European Economic Community, the European Coal and Steel
Community, the Customs Cooperation Council, and the League of Arab States
were also represented by observers,

The 14th Session of the Contracting Parties was held in Geneva from
May 11 to 30, 1959. With minor exceptions, the representation at the
~1l4th Session was the same as that at the 13th. Cambodia and Switzerland,
which had been represented by observers during most of the 13th Session,
participated in thg work of the Contracting Parties at the 1l4th Session.
Israel was represented at the 1l4th Sessioh by an observer until May 29,
when 1t became a participant in the wo?k of the Contracting Parties.

El Salvador and Spain, which were not present at the 13th Session, were
represented by observers at the 1l4th Session.

The following discussion of the principal developments relating to

the General Agreement during the period covered by this report is

1/ Cambodia and Switzerland were represented by observers until shortly
before the end of the 13th Session, at which time they were invited to
participate in the work of the Contracting Parties.
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divided into four sections: (1) Items arising from the operation of
the agreement; (2) tariffs and tariff negotiations; (3) other
.developments relatingvto the agreement; and (4) status and administra-

tion of the agreement. The first section--items arising from the

operation of the agréement——considers deviations from the General
Agreement by contracting parties either under specific provisions for
such deviations or as bréaches of the rules of the agreement. These
deviations may be divided into the following four categories; (a)
Deviggions with respect to whic¢h interested contracting parties have
complained to the Contracting Parties under the provisions of article
XXIIT; 1/ (b) waivers of obligations that the Contracting Parties
have granted under article XXV; (c) releases from obligations that
the Contracting Parties have authorized under article XVIII; and

(d) import restrictions that contracting parties impose for balance-
of-payments reasons, under the provisions of articles XII, XIV, and

XVIII. 2/

1/ Unless otherwise specified, the numbers of the articles of the
General Agreement‘'as used in this chapter are those of the amended
agreement. The third protocol of amendment, which amended pts. II and
III of the agreement, entered into force for two-thirds of the
contracting parties on Oct. 7, 1957. For the General Agreement as so
amended, see Contracting Parties to the General Agreement on Tariffs
and Trade, Basic Iustruments and Selected Documents: wvol. III, Text
of the General Agreement, 1958, Sales No.: GATT/1958-5, Geneva, 1958,

2/ For the texts of discussions, resolutions, and reports of the 13th
Session, see Contracting Parties to GATT, Basic Instruments ., o .,
7th supp., Sales No.: GATT/1959-1, Geneva, 1959.




18
ITEMS ARISING FROM THE OPERATION OF THE GENERAL AGREEMENT

Complaints

Article XXIII of th; General Agreement provides that if any
contracting party considers:that any benefit accruing to it under the
agreement 1s being nullified or impaired by the action of another con-
tracting party, it may bring the alleged impairment to the attentioﬁ of

~the contracting party concerned. If this action does not result in an
adjustment that is satisfactory to both contracting parties, the matter
may be referred to the Contracting Parties for examination and appropri-
ate recommendation. Matters brought before the Contracting Parties in
this manner are known as complaints,

At their 13th and l4th Sessions in 1958 and 1959 the Contracting
"Parties considered a total of eight complaints. By June 30, 1959, the
close of the period covered by this report, two of these complaints had
been settled. One complaint that had been made but not settled at the
12th Session was not discussed at the 13th and l4th Sessions and thus
remained unsettled; this complaint related to the increase by the United
States of its rate of duty on spring clothespins. 1/

Complaints settled June 30, 1 , |

French discrimination against imported agricultural machinery
(art, III).--During their 12th Session the Contracting Parties considered
the United Kingdom!s complaint that France had violated the provisions of

article III of the General Agreement which require that no less favorable

1/ See Operation of the Trade Agreements Program, 1lth report, pp. 30-3l.
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treatment be given to products of foreign origin than to domestic
products. A law of April 10, 1954, authorized the French Government to
‘reimburse domestic purchasers of agricultural machinery for 15 percent
of the cost of such machinery, up to a maximum of 150,000 francs. The
complaint arose because a decree of August 5, 1957, eliminated reim-
bursement for purchases of imported agricultural machinery. 1/ Sweden,
which joined the United Kingdom in the complaint, stated that the
discrimination against imported agricultural machinery constituted a
threat to Swedish exports of machinery.

At the 12th Session the‘Contracting Parties decided that the dis-
cussions which had been taking place between the interested contracting
parties should be continued, and that the results should be reported to
the Contracting Parties before the session ended. By the end of the 12th
Session the problem had not been resolved. The French representative
stated, however, that a proposal to reestablish subsidies for purchasers
of foreign agricultural machinery would be submitted to his Government.
The Contracting Parties agreed that if the matter was not settled
satisfactorily by‘the interested contracting parties, it could be referred
to the Intersessional Committee,

At the 13th Session of the Contracting Parties the French repre-
sentative announced that the decree of August 5, 1957, which had given
rise to the complaint, had been declared null and void by an ordinance
of September 24, 1958. He also stated that French purchasers of foreign

agricultural machinery were being reimbursed for those sums to which they

1/ Elimination of the reimbursement on imported agricultural machinery
was authorized by a law of June 26, 1957.
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had been entitled during the period that the decree of August 5, 1957,

was in effect, The representatives of the United Kingdom and Sweden
expressed their satisfaction with the action taken by the French
Government .,

Ttalian discrimination apainst imported agricultural machinery

(art, III).--Early in their ich Session the Contracting Parties
examined a complaint by the United Kingdom concerning Italian discrimi-
nation against imported agricultural machinery. The United Kingdom was
joined in the complaint by Denmark and Sweden. Under a law of Jﬁly 25,
1952, Italy had established a rgvolving fund to enable Italian farmers
to purchase domestic tractors and other agricultural machinery on
especially favorable credit terms. Funds were not made available,
however, for the purchase of imported agricultural machinery. The
representative of the United Kingdom stated that the Italian restriction--
aside from the discrimination it involved--impaired the value of the
concession on wheeled tractors which Italy had granted to the United
Kingdom in 1956, but which had not yet become effective. The Contracting
Parties agreed that the interested contracting parties should continue
their discussions‘and that, if nécessary, the Contracting Parties would
égain examine the matter later in the session.

By the end of the 12th Session the problem had not been resolved.
The Contracting Parties therefore ag?eed that if it was not settled
before the next meeting of the Intersessional Committee it would be
examined by that Committee. At the April l§58 meeting of the Inter-

sessional Committee the United Kingdom reported that it had not reached
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agreement with Italy, and requested that the matter be examined by a
panel. This procedure was agreeable to Italy, and the Intersessional
Committee therefore referred the complaint to a panel for examination.

At their 13th Session the Contracting Parties examined the panel's
report. The United King&om and Italy informed the Contracting Parties
that, should the panel's recommendation be adopted by the Contracting
Parties, they would hold further bilateral consultations in an effort to
resolve the problem. On October 23, 1958, the Contracting Parties
adopted the panel's report and recommended that Italy consider the
desirability of extending éo purchasers of foreign agricultural machinery
the same credit facilities available to purchasers of domestic agricul-
tural machinery. As a resuit of this recommendation the United Kingdom
and Italy renewed their bilateral discussions.

On November 20, 1958, the United Kingdom and Italy informed the
Contr;cting Parties that they had réached an agreement based on the
panel's recommendation. The representative of the United Kingdom stated,
however, that although agreement had been reached it did not involve
amendment of those provisions of the Italian law that had given rise to
the discrimination. He nevertheless requested the Contracting Parties to
remove the complaint from the agenda, subject to the reservation that the

United Kingdom might resubmit it should the occasion arise.

Complaints not settled by June 30, 1959

Reduced freight rates on shipments of paper products to South Africa

(art. VI).--At their 13th Session the Contracting Parties considered a

complaint by the Union of South Africa under the provisions of article V1
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of the General Agreement. The complaint concerned the reduction of
freight rates by certain shipping companies engaged in transporting
paper products to South Africa. Article VI of the General Agreement
condemns dumping if it causes or threatens material injury to an estab-
lished industry or materiall& retards the establishment of a domestic
industry of a contracting party.

The representative of South Africa informed the Contracting Parties
that his Government was greatly concerned about the reduced freight rates
because they jeopardized the existence of the country's paper-producing
industry. The South African Go#ernment had originally granted tariff
protection to this "infant" industry after an investigation revealed
that there were excellent prospects that it would develop into an
economically sound project. Some time after South Africa had granted
tariff protection to its paper industry, certain shipping companies
reduced their freight rates on shipments from a contracting party which
was an important exporter of paper products to South Africa. The lower
freight rate applied only to those types of paper products on which South
Africa had increased its rates of duty. The lower freight rate resulted
in greatly increased imports of paper products into South Africa. More-
over, since the lower freight rate w;s being applied to shipments from
only one contracting party, other conﬁracting parties that exported paper
products to South Africa lost part of their share of the South African
market for such products. In an attempt to maintain their share of the
market, exporters in these other GATT countries had reduced their export
prices to such a degree that they were now dumping their goods on the

South African market.
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In explaining the "freight dumping® problem to the Contracting

Parties, the South African representative emphasized the need for action

to counteract the effscts of the reduced freight rates. He stated that 4
since South Africa had not granted any tariff concessions on the paper
products that were being:imported in increasing quantities, it was free

to increase the duties on those products. However, it did not desire to

do so because of the time required to obtain parliamentary authority

for such increases. For these reasons, the South African representative
stated, the most appropriate course of action for his Government would

be to impose a countervailing duty equal to the difference between the
"normal" freight rate and the freight rate that was actually being charged.
He stated that such action would apply only to commodities carried by
shipping companies that had lowered their freight rates. The proposed
countervalling duty was to be temporary, and would apply only until such
time as the freight rates reverted to their "normal® levels. The South
African representative requested that, should the Contracting Parties
concur in South Africa's proposed action, a working group be established
to investigate and report on the situation. The Contracting Parties
agreed to this proposal and established a working group to examine the
problem of reduced fréight rates.

On November 20, 1958, the Contracting Parties discussed the report of
the working group. Some members of the working group stated that, because
of the limited time available, it would not be possible for their
governments tq consider all the issues that might be involved should the
Contracting Parties concur in the action proposed by South Africa. The

working group noted, however, that on the basis of the facts presented,
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the levyiﬂg of countervailing duties by South Africa would be less
restrictive of international trade than would increased rates of duty
on paper products. The working group concluded that, since the 13th
Seséion was almost over, the most practical solution would be for the
Contracting Parties to note that the plenary discussions had revealed a
wide measure of support for South Africats proposed action. The Con-
tracting Parties approved.the conclusions of the working group.

French stamp tax on imports (art. II).--The French stamp tax on

imports, which is levied in addition to the regular import duties, was
originally designed to defray the costs of clearing imported commodities
through the customs., Article II of the General Agreement authorizes

such taxes by providing that a contracting party shall not be prevented
from imposing fees or other charges on imports commensurate with the cos£
of services it renders in connection therewith. At the Ninth Session of
the Contracting Parties in 1954-55 the United States complained that
_.France had increased its stamp tax beyond the allowable limits. The
matter was temporarily resolved, however, when the French representative
noted that France had not increased the tax--and did not intend to increase
it--beyond the point necessary to meet the cost of services rendered, as
authorized by the General Agreement. 1/

In August 1955, despite this expréssed intention, France increased
the tax from 2 percent to 3 percent, with the specific provision that the
increase in the proceeds from it be abplied to the budget for agricultural
family allowances. The United States immediately complained to the

Contracting Parties that France's action was inconsistent with its obliga-

l/ See Operation of the Trade Agreements Program, 8th report, pp. 34-36.
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tions under the General Agreement. When the matter came before the
Contracting Parties at their 10th Session, the French representative
agreed that the incregse in the tax violated the agreement. But, he
stated, France had decided on the increase under exceptional circum-
stances; it had been nec;ssary to finance his country's program of
agricultural family allowances, and there seemed to be no possibility
of financing such allowances by normal methods. Also, he noted, the
increase in the level of protection involved was small and did not seem
to be of such a nature as to seriously damage the interests of the
contracting parties or to alter the channels of trade. He assuréd the
Contracting Parties, however, that his Government would adjust the tax
as soon as possible.

At the 11th Session the French delegate informed the Contracting
Parties that the draft of his country's Finance Act for 1957 provided
for the reduction of the stamp tax from 3 to 2 percent. The Contracting
Parties requested the French Government to inform them when the measure
had been approved. As approved by the French National Assembly on
December 29, 1956, however, the Finance Act continued the stamp tax‘at
the rate of 3 percent.

At the 12th Session, when the Contracting Parties again considered
the U.S. complaint, the French representative stated that in the appropri-
ation bill for 1958 his Government would again seek to have the tax rate
reduced from 3 to 2 percent. Once aéain, however, the Finance Act, as
approved by the French National Assembly, continued the stamp tax at the

rate of 3 percent.
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At the 13th Session in 1958 the French representative informed the

Contracting Parties that no finance committee existed and th&t the Gov-
»ernment, which was then rul?ng by decree, was directly responsible for
drawing up the budget. He stated that, in view of this circumstance,
there was every reason to beliéve that the stamp tax would be reduced to
2 percent by the end of 1958, By the end of the l4th Session in May
1959, however, the French stamp tax had not been reduced, and the Con-
tracting Parties therefore retained the U.5. complaint on their agenda
for future consideration.

French subsidization of exports of wheat and flour (art. XVI).--At

its meeting in April 1958 the Intersessional Committee considered a
complaint by Australia that Francé had subsidized exports of wheat and
flour since 1953 and that, by so doing, France was obtaining more than

an equitable share of the world trade in those products. Australia
complained that the subsidy, which it claimed was contrary to the pro-
visions of article XVI, had distorted the pattern of trade in wheat and
flour, and that if France continued the subsidy Australia might be forced
out of its traditional export markets for these commodities,

Since France had indicated during bilateral consultations with Aus-
tralia that it did not intend to modify the subsidy, the Intersessional
Committee referred the complaint to a pahel. Af@er hearing statements by
France and Australia, the panel adjourned so that the two contracting
parties ﬁight resumse bilateral\consuitations. These consultaﬁions having
proved unsuccessful, the panel reconvened, examined the Australian’ complaint,

and submitted a report to the Contracting Parties.
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On November 21, 1958, during their 13th Session, the Contracting

Parties discussed the panelt's report. The panel found that, as a result
_of-French subsidies on wheat and flour, Australia had suffered direct
damage and that Francé; contrary to the provisions of article XVI, had
obtained more than an equitable share of the world trade in these prod-
- ucts. To remedy this situation, the panel recommended that in granting
future subsidies France provide that they operate in such a manner as not
to createvadverse effects on the markets for wheat and flour. To this
end the panel suggested that France consult with Australia béfore French
exporters enter into new contracts for the exportation of wheat and flour.
The Contracting Parties adopted the panel's report and approved its
recommendation. The French representative stated that he would call the
recommendation to his Government's attention, and the Australian repre-
sentative expressed his country's hope that, as a result of the
recommendation, the problem could be solved.

Ttalian measures in favor of domestic production of ships! plates

(art. III).--Shortly before the Contracting Parties convened for their
13th Session, Ausﬁria submitted a complaint concerning the Italian
measures designed to stimulate domestic production of ships! plates.
Austria stated that pursuant to a law of July 17, 1954 (the Tambroni
law), Italy grants tax remission and other tax benefits to the Italian
shipbuilding industry when it uses domestically produced ships' plates,
but does not extend these benefits to the industry when it employs
imported ships! plates. According to Austria, Austrian exports of ships!
plates to Italy had steadily declined since the law of July 17, 1954,

becar » effective. The Austrian Government stated that its attempts to
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consult with Italy on this matter had been unsuccessful, and it therefore
requested that the problem be placed on the agenda for the 13th Session.
On November 3, 1958, during their 13th Session, the Contracting
Parties examined the Aust;ian complaint and heard statements by the
representatives of Austria aqﬁ Italy. The Italian representative stated:
that in the opinion of his delegation the decline in, and ultimate
cessation of, Austrian exports of ships' plates to Italy had resulted
from the recession in the shipbuilding industry. The Austrian delegate
agreed that the recession was partly responsible for this development,
but stated that the other important factor involved was the tax remission
granted by the Italian Government. The Austrian delegate stated that
Austria and Italy had recently entered into consultations and therefore
requested that the complaint be retained on the agenda. The Chairman of
the Contracting Parties agreed to this procedure and invited the inter-
ested contracting parties to report the results of their consultations.
On November 20, 1958, the Austrian and Italian delegates informed
the Contracting Parties that agreement had been reached and requested
that the matter be dropped from the agenda. On April 20, 1959, however;
Austria notified the Contracting Parties of a new development. According
to Austria the Italian Government had on January 26, 1959, submitted a
draft law modifying the Tambroni law in such a way as to extend the
benefits being granted to domestic producers of ships' plates and other
articles to producers of articles in the other five member countries of

the European Coal and Steel Community. 1/ Austria therefore proposed

1/ The member countries of the European Coal and Steel Community are
Belgium, France, West Germany, Italy, Luxembourg, and the Netherlands.
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further consultations with Italy and requested that the matter be placed
on the agenda for the 1l4th Session. During the 14th Session Italy
‘stated that it would consult with Austria but suggested that the con-
sultation be held at a later date. The Contracting Parties did not,
therefore, discuss the matter during their lith Session.

Ttalian subsidization of exports of flour (art. XVI).--During

September 1958 the Intersessional Committee considered a complaint by
Australia concerning Italian subsidization of exports of flour. The
Australian representative stated that as a result of such subsidization
Italy was obtaining a disprbﬁortionate share of the world trade in flour--
to the detriment of Australian exports. Australia and Italy had entered
into bilateral consultations in July 1958, but had not reached a satis-
factory solution to the problem. At the request of the Australian
representative the Intersessional Committee suggested that both countries
continue their bilateral consultations and agreed that should no satis-
factory agreement be reached by the 13th Session the matter could be
examined by a panel during that Session.

In November 1958, during the 13th Session, the Italian representative
infgrmed the Contrécting Parties that his country had revised the type of
assistance granted to exporters of flour, but that his delegation had not
yet received the text of the new régulations. He stated that his delega-
tion would not object to having the matter referred to a panel if the
complete text of the revised regulations had not been received before the
close of the 13th Session. The Contracting Parties agreed to follow this
procedure and urged the interested parties to continue their bilateral

negotiations.
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U.S. reatrictions on imports of dairy products (art. XI).--In 1951,

at the Sixth Seasion of the Contracting Parties, Denmark and the Nether-
‘lands,‘supported by Australia, Canada, France, Italy, New Zealand, and
Norway, complained that U.8. restrictions on imperts of qertain dairy
products violated the provisions of article XI, which require the general
elimination of quantitative restrictions on imports. These countries
maintained that the restrictions in question impaired concessions that
the United States had granted under the General Agreement. They therefore
céntended that the complaining parties were entitled--in retaliation--to
request suspension of certain of their obligations to the United States,
as provided for in article XXIII. Accordingly, at their Seventh Session
in 1952 the Contracting Parties authorized the Netherlands to limit imports
of wheat flour from the United States to 60,000 metric tons a year. At
their Eighth Session in 1953 the Contracting Parties requested the United
States to report annually on the import restrictions in question. 1/

In 1958, during the 13th Session of the Contracting Parties, the
United States submitted the fourth annual report on its import restrictions
~on dairy products. 2/ The Contracting Parties adopted the report and
again authorized the Netherlands--as they have each year since 1952--to
limit imports of wheat flour from the United States to 60,000 metric tons

for the calendar year 1959.

;/ See Operation of the Trade Agreements Program: 5th report, pp. 32-33;
éth report, pp. 43-45; 7th report, pp. 59-61; &th report, pp. 59-62; 9th
report, pp. 16-17; 10th report, p. 18; and 1lth report pp. 29-30.

2/ The report that the United States submitted to the 13th Session on
its restrictions on imports of dairy products was incorporated in the ,
more comprehensive report that the United States submitted to the Contract-
ing Parties under the terms of the sec. 22 waiver granted to the United
States in 1955. That report is discussed in the section of this chapter
that relates to walvers. :
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Waivers of Obligations Granted at the 13th and 1l4th Sessions

Article XXV of the General Agreement provides that in exceptional
circumstances not elsewhere provided for, the Contracting Parties may
walve an obligation imposed on a contracting party by the General
Agreement. Any such waiver of an obligation must, however, be approved
by a two-thirds majority of the votes cast, and such majority must com-
prise more than half of the contracting parties. This exception to the
general voting procedure, which provides for a majority vote of the
representatives present and voting, emphasizes the importance that the
Contracting Parties attach/to the waiving of an obligation imposed on a
contracting party by the General Agreement.

The waiver that the Cantracting Parties granted to Brazil at their
12th Session to permit that country to place its new tariff in effect, as
well as certain waivers granted to New Zealand and to the Federation of
Rhodesia and Nyasaland, are discussed in the section of this chapter on
tariffs and tariff negotiations. Not discussed in this report are the
waivers granted at the Ninth Session to Czechoslovakia and‘New Zealand,
relieving those countries of certain of their cbligations under the
exchange-agreement provisions of article XV. At the 12th Session these
two countries were relieved of their obligation to submit an annual
report as required by the terms of the waiver. In the future, Czechoslovakia
and New Zealand will submit reports only after they have taken action
that has a significant effect on the application of the General Agreement
or that is incénsistent with the principles of the International Monetary

Fund Agreement.
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Chilean import charges (art. IT)

At their 1lth Session the Contracting Parties considered a request
made by Chile for a waiver of its obligations under article II, so that
it might take additional steps to halt inflation, to increase govern-
mental receipts, and to improve its balance-of -payments position.

Chile stated that because actions previously teken to achieve these ends
had proved ineffectual it was requesting permission to impose surcharges
on imports. The imposition of such surcharges was to be accompanied

by other steps designed to ameliorate its economic and financial situation.

The Contracting Parties appointed a working party to examine Chile's
request. As a result of the working party!s recommendations, the
Contracting Parties, pursuant to the provisions of article XXVi5, granted
Chile a waiver of its obligations under paragréph 1 of article II to
permit it to impose surcharges on imports. The surcharges, which ars to
be maintained by Chile only to the extent necessary to correct its
economic and financial difficulties, are to be eliminated before
January 1, 1961.

Peruvian import charges (arts. I and II)

In June 1958lthe Intersessional Committee convened to discuss a
communication from Peru concerning its proposed action to arrest a
serious decline in its foreign exchaﬂge reserves resulting from balance-
of -payments problems. FPeru stated that it had already consulted the
International Monetary Fund about this problem and that the IMF had
recommended certain corrective measures. Some of thése measures, in
Peru's opinion, implied the need to increase import duties rather than

to restrict expenditures for nonessential products by imposing
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quantitative restrictions on imports. Peru considered Lhat the
revenue derived from import duties was necessary to insure the success
. of the country's stabilization program, Moreover, Peru did not desire
to impose quantitative restrictions because experience had shown that,
once imposed, they are diffilcult to eliminate. Peru believed, there-
fore, that it would be preferable to increase its customs revenue and
that this could best be accomplished by imposing supplementary charges
on all imports.

Inasmuch as Peru's need for increased customs revenue had arisen
from the country's balance-of-payments difficulties, Peru believed that
the Contracting Parties should consider its problem under the provisions
of article XII. The Intersessional Committee agreed on Peru's need to
solve its problem, but could not agree that recourse to article XII
would be appropriate for the particular remedial action Peru proposed
to take. Article XII deals with the application and intensification
of import restrictions to alleviate balance-of-payments difficulties.
It does not, however, provide for unilateral increase of bound rates of
duty, and more than half of Peru's imports by value consist of commodi-
ties for which thé rates of duty have been bound. Having been unable to
resolve the problem, the Intersessional Committee recommended that the
Contracting Parties consider the ﬁatter at their 13th Session. Subse-
quently, Peru informed the Contracting Parties that it had made its
supplementary charges on imports effective on June 9, 1958, and that

later in June it had increased those charges.,
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In discussing the problem of Peiuvian import surcharges at their 13th
Session in 1958, the Contracting Parties agreed that the fundamental issue
was whether the General Agreement is flexible enough to permit a country
with serious balance-of-payments difficulties to overcome its problems by
adopting measures other than import restrictions when immediate corrective
action 1s necessary. On the one hand, article XII permits a contracting
party to impose restrictions to safeguard its balance-of-payments position.
Peru, however, did not desire to employ such restrictions, because once
imposed they would be difficult to eliminate; moreover, recourse to such
restrictions would be contrary to Peru's traditional liberal trade and ex-
change policy. On the other hand,lPeru desired to impose import surcharges.
Although imposition of such surcharges would be less restrictive of inter-
national trade than the imposition of quantitative restrictions, such action
did not appear to be compatible with the provisions of the General Agreement.
To resolve this conflict between article XII and the spirit of the General
Agreement, thé Contracting Parties--at the suggestion of the United States--
established a working party to examine the problem.

The working party reported its findings to the Contracting Parties
during their 13th Session. According to the working party, the import sur-
charges levied by Peru were not permitted by article XII and, moreover, were
inconsistent with article II insofar as they applied to commodities on which
Peru had negotiated concessions with other contracting parties. The working
party also found that Peru's action violated article I because the surcharges
did not apply to imports from neighboring countries with which Peru had
bilateral agreements, resulting in a widening of the margin of preference.
The working party found, however, that Peru's action was less restrictive of

international trade than the measures provided for under article XII. It
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therefore recommended that the Contracting Parties act under the provisions of
article XXV:5, and that they waive the provisions of articles I and II to the
extent necessary to permit Peru to continue its emergency measures until its
adverse balance-of-payments position shall have been corrected.

The Contracting Parties approved the decision of the working party and
granted Peru a waiver of its obligations under articles I and II. The
waiver will remain in effect until June 8, 1961, or until such time as Peru
eliminatés its import surcharges--whichever occurs first. Should Peru impose
the quantitative restrictions on imports which it had originally declined to
impose, the waiver would immediately cease to be operative. The Contracting
Parties also requested Peru to submit an annual report of its actions under

the waiver.

Reports on Existing Waivers of Obligations

Australiats special customs treatment of products from Papua
and New Guinea (fifth annual report) (art. I)

At their Eighth Session in 1953 the Contracting Parties granted
Australia a waiver of its most-favored-nation obligations under article
I of the General Agreement, to permit Australia to assist in the economic
development of the.territories of Papua and New Guinea., 1/ The waiver
permitted Australia to accord duty-free treatment to primary products
imported‘from the specified territories without regard to the rates of
duty on like products imported from any other contracting party, so long
as the primary products were not subject to Australian concessions under

the General Agreement.

l/ See Operation of the Trade Agreements Program, Tth report, pp. 32-34.
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At the 10th Session of the Contracting Parties Australia requested
and was granted a supplementary waiver which permitted it to accord
duty-free treatment to iméorts of certain forest products from Papua
and New Guinea, whether or not these products were subject to Australian
tariff concessions under the General Agreement. At the 11lth Session
the original waiver was expanded to include not only primary products
but also products which are substantially derived from primary products. l/

Australia's fourth amual report on the walver, submitted early in
the 12th Session, stated that the country had taken no new actions under
the waiver during the preceding year. DBefore the close of the 12th
Session, however, Australia notified the Contracting Parties that it
intended, under the terms of the waiver, to grant duty-free treatment
to imports of passion-fruit juice produced in the territories of Papua
aﬁd New Cuinea and to increase the rate of duty on passion-fruit juice
imported from other countries. Australia also announced that, as a
result of this proposed action, it was prepared to consult, as required
by the terms of the waiver, with any contracting party which considered
that these tariff changes threatened substantial injury to its trade
with Australia. Australia also notified the Contracting Parties that
it intended, under the provisions of article XXVIII, to withdraw the

existing concession with respect to passion-fruit pulp.

1/ See Operation of the Trade Agreements Program, 10th report, pp.
22-23.
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Between the 12th and 13th Sessions Australia notified the Con-
tractine Parties that, under the provisions of the waiver, it intended
to increase its import duties on unshelled peanuts, peanut kernels, and
veneers.

In its fifth annual‘report, submitted at the 13th Session in 1958,
Australia notified the Contracting Parties of the actions it had taken
under the waiver since submission of its fourth annual report. These
actions consisted of increases in the most-favored-nation rates of duty
for the products mentioned above (passion-fruit juice, passion-fruit
pulp, unshelled peanuts, péanut kernels, and veneers). On the last day
of the 13th Session Australia requested of the Contracting Parties
permission to increase its import duty on unshelled almonds; permission
was granted on the same day.

To clarify their original intention and to prevent misinterpreta-
tion, the Contracting Parties, at their 1lith Session, further amended
the terms of the waiver they had granted to Australia by agreeing that
the waiver does not preclude increases in most-favored-nation rates
where only the primage duty is bound in the Ausﬁralian schedule. l/

Belgian quantitative restrictions on imports
(third annual report) (art. XI)

On May 16, 1955, Belgium requested that, for a period of 7 years,
the Contracting Parties waive its commitments under article XI of the
General Agreement to permit the retention of a number of quantitative

restrictions that it had imposed on agricultural products when it was

1/ As employed by Australia, Tprimage" means a baslic, or primary,
ad valorem revenue duty.
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free to resort to such restrictions for balance-of-payments reasons.
Article XI requires the general elimination of quantitative restric-
tions on imports from or exports to other contracting parties. Bel-
gium's request for the waiver pointed out that because of conditions
prevailing in Belgium's agricultural system--primarily the high cost of
agricultural production--removal of the restrictions would subject
Belgian agriculture to damaging competition from the Netherlands.

Rather than grant Belgium a waiver for a 7-year period under the
provisions of article XXV, the Contracting Parties granted a waiver
for a 5-year period under the terms of the so-called hard-core decision
of 1955. l/ Because of the exceptional circumstances surrounding the
harmonization of the agricultural policies of the Benelux countries,
the Contracting Parties~-pursuant to the provisions of article XXV--
extended until December 31, 1962, their concurrence with respect~to
those restrictions that Belgium would not be able to eliminate ﬁnder'
the terms of the hard-core decision.

At the 13th Session of the Contracting Parties, Belgium submitted
a third annual réport on its quantitative restrictions. E/ The report,

which listed the products for which Belgium had either eliminated or

1/ See Operation of the Trade Agreements Program, Oth report, p. 47
This decision recognizes that for some countries persistent balance-
of-payments difficulties make quantitative restrictions necessary over
a period of years, and that the sudden elimination of such restrictions
would make adjustments difficult. The decision, therefore, provides
for a temporary waiver of the obligation to eliminate quantitative
restrictions where their immediate removal would result in serious
injury to a domestic industry or a branch of agriculture. The decision
provides, however, that no such waiver shall be granted for a period of
more than 5 years.

2/ For a discussion of Belgium's first and second annual reports, see

Qperation of the Trade Agreements Program: 10th report, pp. 23-2L;
and 11lth report, pp. 34-35.
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relaxed restrictions since submission of its second annual report,
stated that, as requested by the Contracting Parties, Belgium had
examined the possibility of establishing a schedule to pradually elimi-
nate its quantitative restrictions. Belgium had concluded; however,
that it could not establish such a schedule because of the problems
that had arisen since the entry into force of the Common Market Treaty.
The report emphasized, however, that Belgium was applying its quanti-
tative restrictions to imports from other contracting parties in a
nondiscriminatory manner.

The Contracting Partieg referred Belgium's third annual report to
a working party for examination. In its report the working party again
found that Belgium's progreés toward eliminating its quantitative
restrictions was disappointing and that in many instances Belgium had
not offered satisfactory reasons for maintaining such restrictions on
specific products. The working party also expressed concern because
the report did not include a detailed program for progressively
eliminating the restrictions, and stated that it could not accept
Belgium's contention that establishment of the European Economic
Community had lessened that country's responsibilities under the hard-
core waiver. In conclusion, the working party stated that there was
not adequate information in Belgium's annual report to enable the
working party to determine whether Belgium had complied fully with the
conditions of the waiver. The working party therefore recommended
that the Contracting Parties again request Belgium to present evidence
that it was complying with the terms of the waiver. The Contragting

Parties adopted the working party's report.
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Central American free-trade area (art. I)

In August 1952 the Central American Committee on Kconomic Coopera-
tion, under the guidance of the United Nations Economic Commission for
Latin America (ECLA), commenced work on a program for a gradual and
limited integration of tﬁe economies of five Central American countries.
In March 1956, by utilizing the services of an ad hoc commission, the
Committee completed a draft treaty for a multilateral free-trade area
and for economic integration of the five countries. Included in the
arrangements are Nicaragua--a contracting party to the General Agree-
ment--and four countries that'are not contracting parties--El1 Salvador,
Costa Rica, Guatemala, 'and Honduras.,

When it submitted its annual report on its free-trade-area treaty
with El Salvador to the Contracting Parties at their 11th Session,
Nicaragua also submitted for approval a draft Multilateral Central
American Free Trade and Ecoﬁbmic Integration Treaty and a draft Regu-
lation for the Integration of Central American Industries. The draft
treaty for the Central Aﬁerican free-trade area--the first step toward:
formation of a customs union--provided for a list of articles that
would be exempt from any intra-area customs duties, restrictions, or
control measures, and for the harmon;zation of customs duties imposed
on imports into the area of those items and the raw materials employed
in their manufacture.

Under the provisions of the draft treaty, a commission on Central
American trade would--among its other functions--recommend additions to
the list of free-trade products and take steps toward the unification

of the customs regulations of the participating countries. Both the
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expansion of the list of free-trade products and the equalization of
duties would be studied by the commission with respect to their effect
on the products of the industries selected to come under the industrial-
integration regulations.” Under thc provisions of the regulation for
industrial integration, khe new "integrated" industries would be accord-
ed financial assistance, tax exemptions, aﬁd other forms of assistance.
The products of these new industries would then automatically be added
to the list of free-trade commodities.

When Nicaragua submit?ed the five-nation free-trade-area treaty
to the Contracting Parties for approval, it requested that they make a
decision similar to that of October 25, 1951, which recognized Nicara-
gua's right to the benefits of article XXIV with respect to its free-
trade-area treaty with E1 Salvador. l/ Nicaragua stated that such a
deqision would release it from its obligation to extend to other con-
tracting parties the same treatment it proposed to grant to the other
four Central American countries concerned. The Contracting Parties
unanimously approved these arrangements and requested that Nicaragua

“
undertake to complete the formation of the five-nation free-trade area
within 10 years from the date the treaty enters into force.

At the 13th Session of the Contracting Parties in November 1958,
Nicaragua reported that the Multilateral Céntral American Free Trade
and Economic Integration Treaty and the agreement concerning the
Regulation for the Integration of Central American Industries had been

signed by the five interested countries on June 10, 1958, but that

1/ For a discussion of the waiver relating to the Nicaragua-ELl Sal-
vador free-trade area, see the section of this chapter on the Nicaragua-
El Salvador free-trade area.
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the instruments had not yet entered into force. WNicaragua reported
that the treaty differed in certain respects from the draft submitted

" to the Contracting Parties at their 1lth Session. The changes related
to various suggestions offeréd by the Contracting Parties when they
had originally discussed the‘draft treaty. The treaty included a more
precise definition of the operation of the transitional period, as well
as minor changses in the list of commodities for which it provides free
movement . Nicaragua reported that the treaty would enter into force
when ratified by three of the %nterested countries and that Nicaragua
would thereafter provide the Contracting Parties with an annual report
on progress under the treaty. The treaty became effective for El Salva-
dor, Nicaragua, and Guatemala on June 2, 1959, shortly after the close
of the 1lLth Session. At the close of the period covered by this report
Costa Rica and Honduras had not ratified it.

European Coal and Steel Community (sixth annual report)
~ (arts. I and XIII)

On April 18, 1951, six contracting parties to the General
Agreement--Belgium, France, West Germany, Italy, Luxembourg, and the
Netherlands--concluded a treaty constituting the European Coal and
Steel Community (ECSC), as well as a convention providing for certain
transitional arrangements connected with its establishment.l/ The six
participating countries then requestgd the Contracting Parties to wailve
their moSt—favored-nation commitments under article I of the Gensral
Agreement and their commitments regarding the nondiscriminatory appli~

cation of quantitative import restrictions under article XIII. At

1/ For the texts of the treaty and the convention, see European Coal
and Steel Community, Treaty Constituting the European Coal and Steel
Community and Convention Containing the Transitional Provisions, 1951.
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their Seventh Session in 1952 the Contracting Parties granted such a
waiver. In effect,vthe waiver permitted the member countries to form
‘a limitéd customs union for the purpose of establishing a common

market within the Comm@hity for coal, iron ore, scrap iron, and steel
products. The waiver also required the Community to submit reports to
the Contracting Parties on progress made in implementing the treaty. 1/
These reports were to be submitted annually until the termination of

the Community's transitional period on February 10, 1958,

In April 1958 the European Coal and Steel Community submitted to
the Intersessional Committee the sixth and final report on its waiver;
the report covered the period from September 1, 1957, to February_lo,
1958, 3/ The report pointed out that the harmonization of external
duties had resulted in a lower average tariff for the Community than
there would have been had the members of the Community acted individu-
ally within the framework of the General Agreement. The sixth annual
rebort--like those previously submitted--included statements on prqduc-
tion, trade, and prices. The Intersessional Committee took note of
the Community's final report and submitted it to the Contracting
Parties--together with the Committee's own comments--for their consider-
ation at the 13th Session.

l/uﬁbr the text of the waiver and the report of the working party
that considered the problem, see Contracting Parties to GATT, Basic
Instruments . . ., lst supp., Sales No.:GATT/1953-1, Geneva, 1353,
pp. 17-22 and 85-93, ‘

2/ For a discussion of the Commmnity's previous reports, see Operation
of the Trade Agreements Prog}ggz Tth report, pp. 65-69; 8th report,
pp. 6L=-673 9th report, pp. 23-25; 10th report, pp. 25-27; and 11th
report, pp. 37-38.
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At their 13th Session the Contracting Parties adopted the report
of the Intersessional Committee and expressed their appreciation to the
" member states of the Coal and Steel Community for their cooperation
during the Community's transitional period. They also expressed the
hope that the Community's Hiéﬁ Authority would continue to send observers
to the sessions of the Contracting Parties.

Franco-German treaty on the Saar (first annual reports) (art. I)

On October 27, 1956, representatives of France and West Germany
(the Federal Republic of Germany) signed a treaty applying to the
Saar the basic law of the Federal Rerublic, and providing for special
treatment of the trade between the Saar and France and between the
Saar and West Germany. The treaty entered into force on Janwary 1, 1957.
Because some of the provisions of the treaty conflict with the
provisions of article I of the General Agreement, France and Wgst
Germany on May 2L, 1957, requested that, as provided in article XXV:5(a)
of the General Agreement, the Contracting Parties waive the obligations
of the two countries under the provisions of article I, insofar as is
necessary for them to implement the provisions of the treaty.

The Saar treaty provides for a transitional period which will end
not later than December 31, 1959. During this period the monetary and
customs union that existed between France and the Saar before 1957 will
continue in effect. The treaty also provides, during the transitional
period, for special treatment by West Germany of producté originating
in the Saar, and for duty-gree importation into the Saar of capital
equipment originating in Wegﬁ Germany. A waiver by the Contracting

Parties of the provisions of article I is necessary because these

oy
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provisions of the Saar treaty involve discrimination against imports from
third countries. Waiver of the provisions of article I is also necessary for
administration of thé Saar's définitive economic system. This necessity
results from the treaty provision that after the transitional period there

is to be duty~-free 1mpo;tation into the Saar of products originating in

the franc area, and duty-free entry into France of products originating

in the Saar. The volume of trade is to be limited in both directions

by quotas based on trade between France and the Saar in 1955.

After examining the matter at their 12th Session, the Contracting
Parties granted France and West Germany a waiver of their obligations
under article I of the General Agreement. The waiver provides that
France and West Germany shall each submit an annual report on their actions
under the terms of the waiver and that they shall consult with the
Contracting Parties when requested to do so.

At the 13th Session of the Contracting Parties in 1958, France and
West Germany submiﬁted their first annual reports under the waiver.

West Germany rseported that, except for products over which the Eurdpean
Coal and Steel Community has jurisidction and for certain items speci-
fied in an annex to the Community's first annual report, products
originating in the Saar were being admitted free of duty into West
Germany. In addition, certain commodities were being admitted duty-
free, but subject to quota. In its amnual report, France stated that
it had issued import permits for the duty-free importation into the
Saar of certain capital equipment originating in West Germany. France
also reported that lists of annual tariff quotas between the Saar and

the French franc area had been drawn up for use upon the expiration of
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the transitional period. The Contracting Parties took note of the two

reports.

" Italy's preferential customs treatment of Libyan products
(sixth annual reports) (art. 1)

At their Sixth Sessioé in 1951 the Contracting Parties granted
Italy a waiver of its most-favored-nation obligations under article I
of the General Agreement. The waiver, which permitted Italy to accord
duty-free entry to a specified list of products of which Libya is
Italy's principal foreign supplier, was intended to facilitate the
development pf Libya's eoonomy'during its transition to an independent
status. At their Seventh Session in 1952 the Contracting Parties
requested Italy to submit an annual report on the development of Italian-
Libyan trade, and requested Libya to submit an annual report oh Libyan
economic development. }/ The waiver, originally granted for a period
of 1 year, was extended at the 7th Session; at the 10th Session in
1955 it was further extended to DecemberVBl, 1958.

The sixth annual reports of Italy and Libya, submitted to the Con-
tracting Parties at their 13th Session in 1958, indicated increased |
Italian imports of Libyan products since 195, and a substantial devel=-
opment of the Libyan economy. Italian imports from Libya in 1957 were
nearly double those of 1956, and the prospects for increased trade
between the two countries in 1958-5? were encouraging. At their 13th

Session the Contracting Parties also considered Italy's request for

1/ See Operation of the Trade Agreements Program: 7th report, pp.
31-32; Bth report, pp. 33-3L; Jth report, p. 25; 10th report, pp.
27-28; and 1llth report, pp. 38-39.
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extension of the waiver, which was to expire on December 31, 1958.
The sixth annual reports and the Italian request were referred to a
working party for fuither study.

The Contracting Parties considered the report of the working
party on the Ttalian wai&er late in the 13th Session. They adopted
the report of the working party and, in accordance with that group's
recommendation, extended the waiver to December 31, 1961, subject to

certain changes in the schedule of products covered by it.

Luxembourg's quantitative restrictions on imports
(third annual report) (art. XT)

On May 17, 1955, Luxembourg requested the Contracting Parties to
grant it a waiver of its obligations under article XI of the General
Agreement (requiring the general elimination of quantitative restrictions
on imports) to permit it to maintain certain restrictions on imports of
agricultural products. Luxembourg's economic structure, the request
pointed out, is based primarily on the steel industry and agriculture,
agriculfure being a vital branch of the national economy, However,
Luxembourg'!s agriculture is in a precarious position and can be main-
tained in a satisfactory position only with the support of the state,
Consequently, Luxembourg desired permission to maintain quantitative
réétrictions on imports of certain‘agricultural products of which Bel-
gium and the Netherlands are the principal suppliers. At a meeting of
an intersessional working party, the representative of Luxembourg made
it clear that his country's need for agricultural protection was struc-

tural in nature, and could not be regarded as transitional or temporary.
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For this reason Luxembourg requested the waiver pursuant to ﬁrticle XXV,
rather than under the hard-core decision of March 5, 1955, l/

At their 10th Session the Contracting Parties granted Luxemhourg
a wailver permitting it to continue its existing restrictions, with the
understanding that it would éctively pursue the harmonizing of its
agricultural policy with the policies of Belgium and the Netherlands,
would adopt all measures necessary to make its agriculture more com-
petitive, and would relax, as far as practicable, the restrictidns
then in force. The walver has no time limit.

In its first and second annual reports, submitted to the Contract-
ing Parties in 1956 and 1957, Luxembourg reported that its agricultﬁral
position, and therefore its need for the waiver, had not changed sub-
stantially. In its third annual report, submitted to the Contracting
Parties before their 13th Session in 1958, Luxembourg reported that the
difficulties with which its agriculture was faced had become more pro-
nounced. The report stated that these adverse conditions were in part
caused by the increasing disparity between income in agriculture and
that in other sectors of the economy. Luxembourg reported that it
intended to relax its quantitative restrictions gradually as conditions
become more favorable. The Contracting Parties did not review Luxem-

bourg's second and third annual reports during its plenary sessions.

1/ For a discussion of the relationship between Luxembourg's request
for a waiver and the trade restrictions of Belgium and the Benelux
Union, see Operation of the Trade Agreements Program, 1lOth report,
pp- 28"29-




L9

Nicaragua-El Salvador free-trade area (seventh annual
report) (arts. I and XI11)

At their Sixth §ession in 1951 the Contracting Parties approved a
wailver relating to the Nicaragua-il Salvador free-trade area. The
wailver freed Nicaragua ﬂ;om its most-favored-nation obligations with
respect to the products covered in its treaty with El Salvador, whidh
became effective August 21, 1951. Under the terms of the treaty, each
country agreed to accord reciprocal duty-free treatment to specified
products originating in the other country.

In its seventh annual' report to the Contracting Parties, which it
submitted at the 13th Session, ;/ Micaragua noted that--as in previous
years—-both Nicaragua and El Salvador were satisfied with the development
of trade under the free-trade treaty. The report noted that the decline
in trade which had occurred during the years 1955 and 1956 had been
reversed and that both imports and exports had increased substantially
in 1957.

United Kingdom obligations with respect to products entered free
of duty from Commonwealth countries (filth annual report) (art. I)

At their Eighth Session in 1953 the Contracting Parties granted
the United Kingdom a waiver of its obligations under the provisions of
article I of the General Agreement, which forbid increases in margins

of preference. The waiver permitted the United Kingdom to alter margins

T/ Inasmuch as Ll Salvador is not a contracting party to the General
Agreement, only Nicaragua is obliged to report to the Contracting Parties
on developments under the waiver. For the origin of the waiver, see
Operation of the Trade Agreements Program, 6th report, p. 50.
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of preference accorded to Commonwealth countries by increasing rates of
duty on imports of unbound items from non-Commonwealth countries without
imposing comparable dutiéé on those items when imported from Common-
wealth countries. The waiver applied only to items on which no conces-
sions were in effect under the General Agreement at the time it was
‘granted.

At the Ninth Session of the Contracting Parties in 1954-55 the
United Kingdom requested, and was granted, an amendment to the ﬁaiver
permitting it to increase margins of preference on items on which con-
cessions were in effect under the General Agreement at the time the
wailver was approved, but which had subsequently been removed or modified
in a manner consistent with the agreement. In requesting an amendment
to the waiver, the United Kingdom stated--as it had in requesting the
original waiver--that it desired to accord itself greater protection
only in a limited number of instances where the need for tariff protec-
tion had been demonstrated, and that it did not intend to use the waiver
to divert trade to the Commonwealth. l/

In submitting its fifth annual report under the margin-of-prefer-
ence waiver at the 13th Session, the United Kingdom noted that since
the 12th Session in 1957 it had invoked the waiver with respect to the
most-favored-nation rates of duty on antimony metal and oxldes. The |
United Kingdom had notified the Contracting Parties of these proposed
changes in January 1958, and the new rates of duty became effective on

March 21, 1958.

1/ See Operation of the Trade Agreements Program: 7th report, pp.
27=30; 8th report, pp. 30-32.
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Durins tho Interval botween the 13th and 1ith Sessions the United
Kingdom notifiod tho Contracting Partics that, pursvant to the terms of
the waiver, it proposed to increase the rates of duty on certain cut,
flowers. The Netherlands, as the United Kingdom's principal supplier of
these products, suggested that the two countries enter into consultations.
The United Kingdom declined to do so and, on March 17, 1959, made effec-
tive the increased rates of duty.

During the 1hth Session of the Contracting Parties the United King-
dom stated that it declined to consult on the matter because there was
little likelihood that the increased duties would result in a substan-
tial diversion of trade. The Netherlands questioned the United Kingdom's
right to make such a decisién unilaterally and stated that it should be
made by the Contracting Parties. Both contracting parties agreed to
consult on the matter, and the Netherlands stated that if no satisfactory
solution was reached it would again refer the matter to the Contracting
Parties.

Special problems of the dependent overseas territories of the
United Kingdom (fourth annual report) (art. I)

During the Ninth Session in 195L-55 the United Kingdom submitted
te the Contracting Parties a proposed amendment to the General Agreement
that would broaden the scope of action by a contracting party in assist-
ing the economic development of its dependent territories. The United
Kingdom desired such an amendment because it believed its social and
political responsibilities to dependent territories’could not otherwise
be fulfilled under the provisions of the General Agreement. Because of
the broad scope of the proposed amendment, however, and because its

adoption would be tantamount to recognizing as permanent a problem
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they regarded as transitional, the Contracting Parties did not favor
_the proposed amendment. They decided, instead, to waive certain of

- the United Kingdom's obligations under the agreement, in order to

permit the United Kingdom to accord to its dependent overseas territories
treatment commensurate with’its responsibilities as it recognized

them, l/

In submitting its fourth annual report under the dependent over-
seas territories waiver at the 13th Sessioh, the United Kingdom stated
it had taken no action under the terms of the waiver since submission
of its third report at the 12th Session.

U.S. restrictions on imports of agricultural products
(fourth annual report) (arts. II and XI)

Article XI of the General Agreement forbids a contracting party
to impose nontariff restrictions on its imports from other contract-
ing parties. Article II forbids imposition .of an import fee in excess
of the rate of duty set forth in the appropriate schedule of concessions.
These articles have been particularly significant to the United States
because 1t maintains governmental programs with respect to several
agricultural products and, on various occasions, has found it necessary
to restrict imports of such.products and to apply increased rates of
duty on them to effectively carry out'its domestic programs. Use of
the agricultural exception by the United States has been of considerable

concern to those countries that export agricultural products to the

1/ For a more detailed discussion of the United Kingdom's dependent
overseas territories waiver, see Operation of the Trade Agreements
Program, 8th report, pp. 76-78. For the text of the walver, see
Contracting Parties to GATT, Basic Instruments . . ., 3d supp., Decis-
ions, Resolutions, Reports, etc., of the Ninth Session, Sales No.:
GRTT/I955-2, Geneva, 1955, pp. 2i~25.
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United States, and to those that have granted tariff concessions to the
United States in return for concessions granted to them on agricultural
products.

U.S. programs for agricultural products have taken various forms.
Some of the programs have been designed to control production; some, to
assist in the orderly marketing of agricultural commodities for domestic
consumption and export; some, to provide for the disposal of surplus
commodities; and some, 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 thése programs have had the effect of maintain-
ing domestic price levels for agricultural products above the duty-paid,
laid-down prices of comparable imports, they have tended to stimulate a
greater quantity of imports than would have prevailed had there been no
domestic programs. .Such stimulation of imports tends to incréase
the cost of relevant programs and to interfere with the realization of
their objectives. To provide for such contingencies, section 22 of the
U.S,ngricultural Adjustment Act, as amended, authorizes the President
to restrict the importation of commodities by imposing either fees or
quotas (within specified limits) if such importation tends to render
ineffective or materially interfere with the agricultural commodity
programs of the U.S. Department of Agriculture. Section 22, as amended
by the Tfade Agreements Extension Act of 1951, specifically provides
that no trade agreement or other international agreement heretofore or

hereafter entered into by the United States shall be applied in a manner

inconsistent with the requirements of section 22.
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To resolve the differences between its domestic legislation and
the provisions of the General Agreement, the United States--at the Ninth
Session of the Contractiﬁg Parties in 1954-55-~requested a waiver of its
commitments under articles II and XI of the General Agreement, insofar
as such commitments might b; regarded as inconsistent with action it is
required to take under section 22. }/ Besides establishing certain
rules of procedure and certain conditions as to consultation, the waiver,
which the Contracting Parties granted to the United States at the Ninth
Session, requires the United States to report annually on the actions
it takes thereunder.

At the 13th Session of the Contracting Parties,vheld during October
and November 1958, the United States submitted its fourth annual report
under the waiver. The report, which covered the period 1957-58, pre-
sented an explanation of U.S. action with respect to each of the com-
modities that were under restrictive import controls during that period.
The report noted that since the preparation of the third annual report,
actions taken under the provisions of section 22 had included the ter-
mination of one import control (that on short harsh cotton), the modifi-
cation of two other import controls (those on long-staple cotton and
tung oil), and the establishment of two new import controls (those on
tung oil and élmonds). According to the United States, import controls

under section 22 were then in effect for eight products or groups of

products. 2/

1/ See Operation of the Trade Agrecments Program, oth report, pp.
L3=L7.

2/ Import restrictions on almonds terminated on Sept. 30, 1958, thus
reducing to seven the number of products or groups of products under
control.
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The report also described positive steps that the United States
had taken to reduce surpluses of certain agricultural commodities,
‘These actions included reductions in price-support levels, continuation
of the acreage-reserve programs for cotton and wheat, continuation of the
soil-bank program, continuation of acreage allotments and marketing
quotas at the lowest permissible levels, and administration of programs
to expand domestic and foreign consumption.

After digcussing the U.S. report, the Contracting Parties referred
it to the working party on agricultural waivers for further examination.
The working party noted th; reduction in the price levels for most com-
.modities still subJect to control, but expressed concern that such con-
trols had not been relaxed’and that a better balance between supply and
demand had not been achieved for the products involved. The working
party placed special emphasis on the role of price policies in the agri-
cultural adjustment programs and expressed its belief that--because of
their effect on production and consumption--high support prices were the
primary cause of the continued imbalance between the supply of and
demand for agricultural products.

The Contracting Parties adopted the report of the working party and
approved its recommendation that the Nétherlands be permitted to con- .
tinue to limit to 60,000 metric tons its imports of wheat flour from

the United States during 1959. 1/

o ;/ See the discussion in this chapter on U,S. restrictions on imports
of dairy products. :
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Releases From Obligations

Article XVIII of the General Agreement brings together those pro-
visions of the General Agyeement that are most directly related to the
problems of underdeveloped countries and the special procedures available
to such countries for promoting the establishment of new industries and
protecting their external financial positions.

To promote the establishment of a new industry, and thus raise
standards of living, éection A of article XVIII permits a contracting
party to withdraw or modify a concession in its schedule of the General
Agreement after negotiating with éontracting parties that have a substan-.
tial interest therein. Section B of article XVIII authorizes underdevel-
oped countries to employ import restrictions for balance-of-payments
reasons, provided such restrictions do not exceed the restrictions
necessary to protect their monetary reserves. The provisions for the use
of such restrictions require all underdeveloped countries that apply new
restrictions or intensify existing restrictions to consult with the
Contracting Parties. 1/

Section C of article XVIII provides that, if a contracting party
finds that governmental assistance is necessary to establish a particular
industry but that no measure consistent with the other provisions of the
General Agreement is practicable to attain that objective, it'must notify

the Contracting Parties of the measure it proposes to take.

%/ Import restrictions imposed for balance-of-payments purposes under
art. XVIII are discussed in the section of this chapter on examination

of quantitative restrictions imposed for balance-of-payments reasons.
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The Contracting Parties may then request the contracting party to con-
sult with them concerning its proposed actions. Section D of article
XVIII provides that ghould the Contracting Parties concur in the proposed
measure, the contracting party shall be released from its obligations
under the relevant provisions of the other articles of the General Agree-
ment to the extent necessary to permit it to apply the proposed measure,
If, after consultation, the Contracting Parties do not concur in the
proposed meaéure, a contracting party shall nevertheless be free to
deviate from the relevant provisions of the General Agreement 90 days
after it has notified the Cdntracting Parties of its proposed actions.

First annual review of actions under article XVIII

‘Paragraph 6 of article XVIII provides that the Contracting Parties
shall review annually all actions taken under sections C and D of that
article.

During the first half of 1958 Ceylon became the first country to
obtain a release under the provisions of the revised article XVIII. 1/
The release that the Contracting Parties granted to Ceylon permitted that
country to take action with respect to imports of cotton textiles, Erown
corks, and bicyclé tires and tubes. Ceylon's release also permitted it to
increase the coverage of a previously granted release on sarongs and
sarong cloth, and extended the time limit for the previously granted
releases on tea chests and other chests; including fittings and shooks.

At the 13th Session, in accordance with the procedures established

by the Contracting Parties, Ceylon submitted a report of the action it had

1/ Ceylon, Cuba, Haiti, and India previously had been granted releases
under the original art. XVIII.
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taken under the releases it had been granted at the 12th Session. Ceylon

reported that, in most instances, insufficient time had elapsed since the
releases had been granted to properly assess the benefits derived from
them. Ceylon's report w;s referred to a panel established to review the
releases granted under artiéle XVIII:C and D. In its report to the
Contracting Parties the panel stated that the annual review of releases
served a useful purpose and provided an opportunity for the Contracting
‘Parties to review actions taken under the releases, once they had been
granted. The Contracting Parties approved the panel'!s report on the first
annual review under article XVIII.

Releases from obligations considered at the 13th Session

In October 1958 Ceylon notified the Contracting Parties that it
proposed to take additional actions. under section C of article XVIII as
an aid in establishing domestic industries. The proposed actions would
affect the importaion of toothbrushes, electric light bulbs, and saris
made of cotton mixed with other materials. The last-named item was
covered by the extension of a release that the Contracting Parties had
granted to Ceylon at their 1lth Session. |

At their 13th Session the Contracting Parties referred this matter
to a panel én article XVIII. 1/ The panel recommended that with respect
to the specified commodities that were not the subject of a concession to
_any of the contracting parties, the Contracting Parties releéée Ceylon
from its obligations under the relevant provisions of the General Agree-
ment. The panel further recommended that the Contracting Parties

authorize the Intersessional Committee to grant Ceylon a release for the

1/ This same panel participated in the first annual review under
art. XVIII discussed above.
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remaining commodities after it had consulted with contracting parties
having a substantial interest therein. The Contracting Parties adopted
the panel's report and approved its recommendations.
Examination of Quantitative Import Restrictions Imposed for
Balance-of-Paymehts Reasons (Arts. XI-XV, XVIII)

Articles XI through XV and section B of article XVIII of the General
Agreemént deal with the problem of the use of quantitative restrictions
on imports in.trade between contracting parties. Article XI prohibits a
contracting party from imposing nontariff restrictions--such as quotas,
licensing systems, or other quantitative control measures--on its imports
from other contracting parties. Article XII, however, permits certain
exceptions to this general }ule for those contracting parties that are
faced with balance-of-payments difficulties. Article XVIII:B contains
similar provisions for underdeveloped countries. Article XIII sets forth
the general rule that any quantitative restriction applied pursuant to the
provisions of the agreement must be nondiscriminatory in nature, but
article XIV permits certain exceptions to this rule for countries faced
with balance-of-payments difficulties that are regarded as transitional
in character. Article XV recognizes the interrelationship--in balance-of-
payments problems--of quantitative restrictions on imports that are within
the jurisdiction of the Contractiﬁg Parties and of exchange problems that
are within the jurisdiction of the International Monetary Fund. It dqes
this by providing for consultation between the two organizations and by
delineating the sphere of action of each in balance-of-payments problems,

In essence, these six articles of the General Agreement impose on

contracting parties an obligation to forego the use of quantitative re-~
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strictions on imports except in the most compelling circumstances,
Although articles XII, XIV, and XVIII:B make it clear that balance-of-
payments difficulties may justify the resort to quantitative restrictions,
these articles also proviée that a contracting party that resorts to such
restrictions must consult, in certain instances, with the Contracting
Parties regarding the nature'and extent of the restrictions and their
Justification. Furthermore, article XIV requires the Contracting Parties
to prepare an annual report on the discriminatory applicaﬂion of the
quantitative restrictions permitted by the provisions of that article.
Contracting parties wishing to apply discriminatory import re-
strictions may do so under the provisions of paragraph 1(b) of article
XIV of the General Agreement. Under the provisions of this paragraph,
deviation from the provisions of article XIII is permitted to the same
extent that it is permitted under article XIV of the Articles of Agree-
ment of the International Monetary Fund or under paragraph 6 of article
XV of the General Agreement, both of which provide for special exchange
agreements. If, on March 1, 1948, a contracting party was applying--for
balance-of-payments reasons--import restrictions that were not in.aqcord‘with
rules of nondiscrimination as set forth in article XIII, but which devi-
ations would not have been permitted in their entirety under paragraph
1(b) of article XIV, it could nevertheless elect to continue to apply such
restrictions under paragraph 1(c) of that article, and could adapt such
deviations to changing circumstances. If a contracting party did not
wish to be bound by the provisions of paragraphs 1(b) and 1(c) of article
*XIV of the General Agreement, and had signed the Protocol of Provisional
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