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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.
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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-
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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

Application before July 1, 1948, it could elect to be governed
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by the provisions of annex J to the General Agrecement.

By electing to.be bound by the aforementioned provisions of annex J,
a contracting party has the advantage of being permitted to
apply restrictions tha{ are not permitted to members of the Internat.isual
Monetary Fund under paragraph 1(b) of article XIV of the General Agree-
ment. In return, it must consult annually with the Contracting Parties
on these discriminatory restrictions, and must adhere to the limiting
requirements of annex J. By deciding to apply certain of its restrictions
under the provisions of pafagraph 1(c), a contracting party has the advan-
tage of being permitted to do so, when it is not permitted to do so under
paragraph 1(b) as a member of the International Monetary Fund. In return
it must consult annually with the Contracting Parties on those restric-
tions that exceed the limits set forth in paragraph 1(b). This latter
alternative is useful to those contracting parties that wish to distin-
guish between the discriminatory restrictions they apply for balance-of-
payments reasons under the International Monetary Fund Agreement-fon
which they may not wish to consult with the Contracting Parties--and those
they apply for other reasons. These contracting parties, therefore, have
an advantage in that only the discriminatory restrictions they apply under
paragraph 1(c) of article XIV of the General Agreement become the subject
of the required consultations. 1/

General review of restrictions under articles XII and XVIII:B

Articles XII and XVIII:B of the General Agreement permit, for balance-

of-payments reasons, certain exceptions to the general rule that prohibits

1/ For a further discussion of these options (the so-called Havana and
Geneva options), see Operation of the Trade Agreements Program, 2d report,
pp. 22-23.
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a contracting party from imposing quantitative restrictions on imports.
These articles also provide that, on a date to be determined by the
Contracting Parties, they shall review all restrictions maintained under
these articles. |

At the 12th Session of tée Contracting Parties in 1957 a working
party on balance-of-payments questions recommended that the review of all
balance-of-payments restrictions maintained under articles XII and XVIII:B
begin on January 2, 1958, and be completed at the 13th Session. The work-
ing party also recommended that a report on this review be submitted to the
Contracting Parties at their 13th Session. The purpose of the review was
to provide a factual study of the scope of the quantitative restrictions
applied by the contracting parties as a whole, as well as the level,

" method, and effect of the restrictions applied by them individually.

" Although several contracting parties had not yet accepted the protocol
amending article XII, and were therefore not required to participate in
the review, the working party felt that the review would be of such general
interest that they probably would wish to associate themselves with it.

The Contracting Parties accepted the report of the working party on balahce
of payments and approved its recommendations.

The working party on balance of payments began the general review of
all restrictions maintained under articles XII and XVIII:B during the first
part of 1958. The results of this review were incorporated in a draft re-
port prepared by the Secretariat of ﬁhe Contracting Parties; the draft
report was then submitted to the working party on balance of payments for
their examination. The report covered changes in the world balance-of -

payments situation, the use of import restrictions, methods and procedures
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employed, and the particular restrictions maintained by 26 individual
countries.

At their 13th Session the working party on balance of payments
notified the Contracting Parties that because of the comprehensive
coverage of the draft repogﬁ mo%e time would be necessary to examine it.
The working party on balance of payments submitted a final draft of the
general review of all restrictions maintained under articles XII and
XVIII:B to the Contracting Parties at their 1l4th Session in 1959. The
review noted the improvement that had taken place in the international
payments situation since 1948, but emphasized that the improvement had
generally been limited to industrialized countries. Although there had
been a gradual but continuous relaxation of import restrictions, such
relaxation was more noticeable in industrialized countries; little prog-
ress had been achieved by countries producing primary materials. The
Contracting Parties approved the working party's report. A separate
part of the working party's report which reviewed the particular quan-
titative restrictions being maintained by 25 individual contracting
parties was also examined by the Contracting Parties during their lutﬁ
Session.

Consultations under articles XII and XVIII:B

Besides the general review discussed above, articles XII and
XVIII:B of the General Agreement provide for consultations under varying
circumstances with respect to guantitative restrictions that are applied
for balance-of-payments purposes under these articles. Two major cir-

cumstances may give rise to such consultations. First, a contracting

party is required to consult with the Contracting Parties when it applies



6l

new restrictions or intensifles existing restrictions. 8Second, all
contracting parties that apply import restrictions under article XII

must consult annually with the Contracting Parties; if the restrictions
are being applied under article XVIII:B, the contracting parties applying
them must consult every 2 years. In either instance the consultations
are to cover the nature of the individual country's balance-of-payments
difficulties, possible alternative corrective measures, and the effect

of the particular country's restrictions on the economies of other
contracting parties.

Annual consultations undér.article XII are to begin 1 year after the
general review of quantitative restrictions mentioned above. Biannual
consultations for those contracting parties that are in the underdeveloped-
country category and that elect to apply their quantitative restrictions
under article XVIII:B are to begin 2 years after the general review.
Inasmuch as the general review of quantitative restrictions began in
1958, the first annual consultations under article XII began in 1959 and
the first biannual consultations under article XVIII:B will be held in 1960,

In October 1958, during the 13th Session of the Contracting Parties,

a working party on balance-of-payments import restrictions was established
to suggest arrangements and procedures for carrying out the annual and
biannual consultations. In its repoft to the Contracting Parties the
working party noted that 26 contracting parties wil be required to consult--

14 countries under the provisions oflarticle XII and 12 countries under the
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provisions of article XVIII:B. 1/ The working party fecommended that

the Contracting Parties appoint a committee on balance-of-payments
restrictions tc conduct the consultations during 1959. The working party
also recommended that the consultations not be held with all 14 countries
simultaneously, but that the consultations be held in three rounds, during
each of whic. several contracting parties would consult. The working
party further recommended that the consultations be completed in time

for discussion of them by the Contracting Parties af their 15th Session
in the fall of 1959.

The Contracting Parties adopted the working party's report on
arrangements and procedures and appointed a committee on balance-of-
payments restrictions. The committee held the first round of consulta-
tions—-those .with France, New Zealand, the Union of South Africa, and
the United Kingdom--during the 14th Session of the Contracting Parties
in May 1959. Consultations were not held with the Netherlands, as
originally planned, because of that country's announcement in February
1959 that its external financial position no longer justified main=

tenance of quantitative restrictions for balance-of-payments reasons.

1/ The 13 countries required to consult annually under art. XII are
Australia, Austria, Denmark, Finland, France, Italy, Japan, New Zealand,

Norway, the Federation of Rhodesia and Nyasaland, Sweden, the Union of
South Africa, and the United Kingdom. The l4th country-~the Netherlands--
eliminated all quantitative restrictions maintained for balance-of-payments
purposes in February 1959 and so notified the Contracting Parties, thereby
obviating the need for consultation.

The 12 countries that fulfill the requirements of par. 4(a) of art.
XVIII and are required to report biannually under art. XVIII:B are Burma,
Brazil, Ceylon, Chile, Ghana, Greece, India, Indonesia, the Federation of
Malaya, Pakistan, Turkey, and Uruguay. This list of contracting parties
resorting to art. XVIII:B was approved by the Contracting Parties on
Nov. 22, 1958.
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Discussed by the Contracting Parties, but not incorporated in the report
because the consultations had already been completed, was the significant
relaxation of impbrt restrictions announced by the United Kingdom on

May 29, 1959. The Contracting Parties approved the working party's
reports on the consultations with the four countries mentioned above.

Consultations under article XIV

Article XIV of the General Agreement provides for exceptions to the
rule of nondiscrimination in the imposition and administration of quanti-
tative restrictions. Paragraph 1(g) of that article requires contracting
parties that maintain such discfiminatory quantitative restrictions to
consult annually with the Contracting Parties if the restrictions are
being applied pursuant to the provisions of paragraph l(c) of article
XIV or pursuant to the provisions of annex J. Such consultations concen-
trate on the technical details of the restrictions, such as their dis-
criminatory effects.

In 1958 seven contracting parties initiated consultations under
paragraph 1(g) of article XIV. These countries were Australia, Ceylon,
Ghana, Malaya, New Zealand, the Federation of Rhodesia and Nyasaland,
and the United Kingdom. When the Contracting Parties convened for their
13th Session, the consultations with New Zealand had already taken place.
As for the consultations with the United Kingdom, the Contracting Parties
approved the Intersessional Committee's suggestion that substantive
discussions with that country begin early in 1959. The Contracting
Parties agreed to establish a working party on balance-of-payments restric-

tions to conduct the five remaining consultations during the 13th Session.
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Late in the 13th Session the working party reported the results of
to consultations to the Contracting Parties. The chairman of the working
party stated that there had been a full exchange of views on the restric-
tions currently maintained by the countries concerned. He also stated
that shortly after the cqﬁsultations with Ceylon were completed, that
country had notified the working party that it had eliminated its
remaining discriminatory restrictions on imports from the dollar area.
The chairman of the_working party declared that six countries would now
be obliged to consult during 1959 under paragraph i(g) of article XIV
and that these consultations would take place at three times during
that year. The Contracting Parties adopted the working party's report
on the consultations and its report on procedures for the 1959 consul-
tations. They also approved the terms of reference for the committee
on balance-of-payments restrictions which was to conduct the 1959
consultations under article XIV:1(g).

During the 1l4th Session in 1959 the committee on balance-of-payments
restrictions consulted with New Zealand and the United Kingdom on the
discriminatory aspects of their restrictions. The committee noted that,
despite New Zealand's balance-of-payments difficulties, that country's
import program for 1959 was less discriminatory than the program for
1958, The committee also discussed with the United Kingdom that countryfs

discriminatory import restrictions against the dollar area.
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Ninth annual report on discriminatory application of quantitative
import restrictions (art. XIV)

Paragraph 1(g) of article XIV requires contracting parties that are
applying discriminatory quantitative r;strictions under paragraph 1(c) of
article XIV or under annex { to enter into annual consultations with the
Contracting Parties. Besides these consultations, which must be initiated
by the contracting parties, paragraph 1(g) of article XIV requires the
Contracting Parties to report annually on these same discriminatory
quantitative restrictions and, in addition, on those being applied pur-
suant to the provisions of paragraph 1(b) of article XIV.

At their 13th Session the Contracting Parties decided that the
general review of quantitative restrictions under articles XII and XVIII:B
would also include an examination of the discriminatory aspects of such
restrictions. l/ In the course of their general review, the Contracting
Parties noted that there had been a significant reduction in ﬁiscrimination,
compared with the earlier postwar years, and that, generally speaking, there
was less discrimination in the application of quantitative restrictions
than at any time since 1946. The Contracting Parties approved the general
review, which incorporated the ninth annual report on discriminatory
application of quantitative import restrictions.

West German import restrictions

After completing the article XII consultations that took place before
the opening of the 12th Session and after considering the findings of the
International Monetary-Fund, the working party on balance of payments

. agreed that West Germany was no longer entitled to impose quantitative

1/ See the section of this chapter on general review of restrictions under
arts, XII and XVIIT:B.
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restrictions for balance-of-payments reasons. To comply with this decision
and with the requirements of article XI, the West German delegate pre-
sented his country's program for liberalizing such restrictions. Many of
the delegates at the i2th Session felt that the proposed program did not
adequately satisfy West Gérmany's oblijations under the General Agreement,
and the West German delegate therefore agreed to transmit their opinions

to his Government. After discussing the proposed West German program,

the Contracting Parties postponed consideration of it until the April

1958 meeting of the Intersessional Committec.

At the Intersessional Committee meeting in April 1958 the West German
delegate stated that certain of West Germany's remaining import restrictions
were required by his country's marketing laws and, moreover,; were consist-
ent with West Germany's reservation to the Torquay Protocol and the
March 7, 1955, decision of the Contracting Parties. As for the remaining
restrictions that are not required by the marketing laws, West Germany
did not wish to apply for a waiver because the current conditions that
require such restrictions might prove to be permanent in nature. The West
German representative stated that his country was prepared to enter into
consultations with'contracting parties which felt that continued applica-
tion of the West German restrictions had impaired benefits to them under
the General Agreement,

The Intersessional Committee expressed disappointment that West Germany
had confirmed its intention to maintain the import restrictions in question,
since they are no longer authorized under article XII of the General Agree-
ment. The Committee felt that the issue involved a fundamental principle,

disregard of which would undermine the very structure of the General
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Agreement and threaten the multilateral trading system that the Contract-

ing Parties had endeavored to establish. The Committee felt, therefore,
that should West Germany find that immediate removal of the remaining
import restrictions present§ insurmountable difficulties it should apply
for a hard-core waiver or for a waiver under article XXV.

In an effort to resolve the problem, the Intersessional Committee
reactivated the working party on West German import restrictions that
had functioned during the 12th Session, and directed it to determin;
whether the continued application of import restrictions by West Germany
was contrary to the terms of the General Agreement. The majority of the
working party considered unacceptable West Germany's contention that the
restrictions in question were consistent with West Germany's reservation
to the Torquay Protocol. After the working party had reported, the U.S.
representative stated that there was no justification under the General
Agreement for continued application by West Germany of its remaining
import restrictions, and that its contention concerning its reservation
to the Torquay Protocol could not be accepted by most of the contracting
parties. He further urged that West Germany utilize agreed procedures to
reconcile its position with the provisions of the General Agreement. He
also stated that the Contracting Parties would be warranted in finding
at their 13th Session that further délay by West Germany in removing its
remaining import restrictions, or in reconciling its position with the

provisions of the General Agreement, would constitute a circumstance
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serious enough to justify the apolication of the provisions of article
WXITT:0. Y/

The Intersessional Committee adopted the report of the working party
on West German import restrictions and, by a rollcall votc, approved the
U.S. recommendation. 2/ The.Committee also recommended that West Germany
reconsider its position and notify the Contracting Parties at the 13th
Session of the action it had taken to eliminate the remaining restrictions.

At the 13th Session the West German representative informed the
Contracting Parties of West Germany's impending action Qi£h respect to
the elimination of certain import restrictions. He stated that his
country soon would liberalize {ts import restrictions on certain industrial
products and, after January 1, 1960, would maintain only a relatively
small number of such restrictions. Existing import controls on certain
agricultural commodities and processed foods would also soon be liberalized.
For some of the remaining restrictions on industrial commodities, he stated,
West Germany intended to apply for a hard-core waiver. Because of his
country's marketing laws, he stated, restrictions on certain other

commodities would be maintained for some time.

l/ Par. 2 of art. XXIII provides that, under certain circumstances, the
Contracting Parties may authorize a contracting party that is adversely
affected by the actions of another contracting party to suspend the
application of its concessions to the trade of that contracting party.
The Contracting Parties may authorize such action when a contracting party
nullifies or impairs any benefit accruing to another contracting party,
or when the attainment of any objective of the agreement is being impeded
and no adjustment between the interested contracting parties can be
effected. Should a contracting party so suspend its concessions, the
other affected contracting party is then free to withdraw from the General
Agreement.

g/ Twenty-one countries voted in favor of the U.S. recommendation, six
abstained, and six others (the members of the Buropean Economic Community)

voted against it.
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The U.S. delegate expressed regret that the proposed West German
actions were so limited in scope and that so much discrimination would
still remain. The Indianvdelegate stated that certain of West Germany's
restrictions struck at the very basis of the obligations that contracting
parties had assumed under the General Agreement. The Norwegian delegate
stated that other countries employed protectivé devices but that their
actions, unlike West Germany's, had been authorized by the Contracting
Parties. Several contracting parties expressed the opinion that West
Germany should remove all of its remaining quantitative restrictions as
promptly as possible or apply for a hard-core waiver or for a waiver under
article XXV.

The West German representative expressed his country's desire to
resolve its problem of quantitative restrictions within the framework of
the General Agreement. To that end the Chairman of the Contracting Parties
proposed that interested contracting parties enter into consultations with
West Germany, as provided for by article XXII. The Contracting Parties
approved this procedure. Referring to his country's previous request for
a waiver for certain nonagricultural products under the hard-core decision
of March 5, 1955, the West German representative suggested that, in view
of the impending consultations, action on the request be deferred until the
14th Session.

At their l4th Session the Contracting Parties noted that West Germany
had consulted with 12 other contracting parties, but that no agreement had
been reached on the presentation of the results of such consultations to
the Contracting Parties. The Contracting Parties therefore established a

working party to consider the problems and to make recommendations.
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When it submitted its report to the Contracting Parties the working

party also submitted a draft declsion for their consideration. The draft
decision specifically referred to groups of commodities listed in five
annexes (annexcs A thréugh E) to the West German program for liberalizing
import restrictions. The Qorking party noted West Germany's intent to
undertake alditional liberalization with respect to commodities listed in
annex A, to eliminate--within a period of 5 years--restrictions on
commodities listed in annex C (as well as to submit annual reports on 1its
progress in eliminating those restrictions), and to insure that actions
taken under the country's marketing laws are consistent with the provisions
of the General Agreement. The draft decision also specified that restric-
tions maintained on commodities listed in annex D be administered without
restriction as to quantity and source of supply, that restrictions on
commodities listed in annex E be kept under review in order to. liberalize
as many of the products as possible, and that restrictions on items listed
in annex B be eliminated as soon as possible. Besides the above-mentioned
provisions, the draft decision provided that West Germany consult anngally
with the Contracting Parties on its application of the decision and tﬁe
progress achieved in eliminating the restrictions on the commodities listed
in annexes A through E. The first such consultation was scheduled to begin
at the 15th Session.

In discussing the draft decision in a plenary session of the Contract-
ing Parties, several contracting parties expressed disappointment that the
decision did not specify more definite requirements to eliminate impert
restrictions. New Zealand stated that the proposed waiver would permit

West Germany to retain restrictions on a wide range of commodities for
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3 years and that there was little assurance that the country's policies

would be less restrictive at the end of that period. Australia, Brazil,
Denmark, and other contracting parties expressed varying degrees of |
dissatisfaction with the draf? decision. However, because the decision
reflected an attempt to make West Germany's position more acceptable to
the Contracting Parties, a majority of the contracting parties stated

that they would vote in favor of the draft decision. The United States
also pointed out imperfections in the draft decision, but stated that it
too would vote in favor of approval. The Contracting Parties approwed
the draft decision 1/ for a period of 3 years and declared that interested

contracting parties still had recourse to article XXIII.

Extension of the hard-core decision of March 5, 1955

In their so-called hard-core decision of March 5, 1955, the Contract-
ing Parties decided that when a contracting party was no longer entitled
to maintain quantitative import restrictions to safeguard its balance-of-
payments position it could request the Contracting Parties to release it

from its obligation to immediately eliminate such restrictions. The

decision provided that the Contracting Parties might approve a contractiﬁg
party's continuation of such restrictions to the extent necessary to
overcome the transitional problems involved in eliminating them. Under the
decision, application of such restrictions could be continued for a maximum
of 5 years. However, the decision stipulated that requests for continﬁed

application of restrictions must be submitted to the Contracting Parties

1/ The draft decision was approved by a vote of 30 to- O. Approval of the
decision provides West Germany with a hard-core waiver of its obligations
under art. XI for a period of 3 years for those items listed in annexes B,
D, and E, but does not affect the application of provisions relating to non-
discrimination under art. XIII.
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not later than December 31, 1957.

At the 12th Session in 1957 Austria proposed that the deadiine for
applications under the provisions of the hard-core decision be extended.
According to the represenﬁgtives of Austria and other contracting parties,
some of the contracting parties were still applying restrictions for
balance-of-payments reasons and would not be obligated to eliminate them
for some time after the deadline provided in the hard-core decision.

If the deadline in the hard-core decision were not extended, these
countries would not be able to avail themselves of the transitional pro-
vision for continued application of restrictions.

After discussing the problem, the Contracting Parties decided to
extend until December 31, 1958, the deadline for requests for the
continued application of restrictions for transitional reasons. At their
13th Session in 1958 the Contracting Parties extended the deadline an
additional year--until December 31, 1959--and agreed to review the problem

again during 1959.
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TARIFFS AND TARIFF NEGOTIATION3

Plans for Future Tariff Reductions

At the beginning of their 13th Session, held at Geneva from
October 16 to November 22,-1958, the Contracting Parties held a series
of ministerial meetings, at which the United States was represented by
Mr. C. Douglas Dillon, Under Secretary of State for Economic Affairs.

At these meetings the United States proposed that arrangements be

made to hold a fifth general round of tariff negotiations beginning in
mid-1960. Y/ The United States also suggested that such negotiations
be completed before January i, 1962, the date when the treaty for the
European Economic Community requires member states to take the first
step in adjusting their national external tariffs to the Community's
common external tariff. At the conclusion of the ministerial meetings,
the ministers agreed that it would be desirable to hold a fifth
general round of tariff negotiations and recommended that the Con-
tracting Parties consider the matter.

Dﬁringrtheir plenary session the Contracting Parties discussed the
proposal for a new round of tariff negotiations. The U.S. delegate
stated that such‘negotiations would be timely, inasmuch as negotiations
with the European Economic Community, as well as certain other negotiations,
were already contemplated. General tariff negotiations beginning in 1960
could therefore be combined with a variety of negotiations that otherwise
would have to be conducted separately. The Norwegian delegate stated that

inasmuch as many contracting parties had not found acceptable proposals

ions were held at
1/ The four previous general rounds of tariff negotiat

Geﬁéva in 1947, at Annecy in 1949, at Torquay in 1950-51, and at Geneva
in 1956.
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for automaticity in tariff reductions, his country appreciated the U.S.
proposal for a further round of tariff nepotiations on a product-by-
product basis. 1/ Since the U.S. proposal had the general approval of
the contracting partieé; the Contracting Parties appointed a committee
to examine it and to suggest rules and conditions, as well as a time and
place, for the proposed neéotiations.

On the basis of the committee'!s recommendation, the Contracting
Parties decided at their lith Session in May 1959 to hold a general
tariff conference beginning in September 1960. The conference will
embrace four types of negotiations: (1) Negotiations by contracting
parties for new or additional concessions; (2) renegotiations with the
member states of the European Economic Community pursuant to article
XXIV:6; (3) renegotiations of concessions in existing schedules pursuant
to article XXVIII:1: and (4) negotiations with countries that desire to
accede to the General Agreement. The tariff conference will consist of
two phases. The first phase, from September 1960 to the end of that
year, will be concerned with renegotiations (items 2 and 3 above); the
second phase, beginning in January 1961, will be concerned with negotia-
tions with contracting parties for new or additional concessions and

negotiations with countries that desire to accede to the General Agree-

ment (items 1 and 4 above).

1/ For a discussion of the proposals for automaticity in tariff reductions,
seé Operation of the Trade Agreements Program, llth report, p. 54

1



78

European Economic Community

In June 1955, with a view to more closely integrating their economies,
the si:: members of the Europeag Coal and Steel Community--Belgium, France,
West Germany, Italy, Luxembourg, and the Netherlands--agreed to study the
possibility of creating a customs union, to be known as the European Common
Market, as well as a European community for the exploitation of atomio energy
(Euratom), The efforts of these countries culminated in the signing of
treaties for the Common Market and Furatom in Rome on March 25, 1957, 1/

In November 1956, at their Ilﬁh Session, the Contracting Parties
discussed the problems associated with the creation of the Common Market
and the proposed European free-trade area. At that time some of the
contracting parties expressed concern that, without proper regulation,
the common external tariff of the Commén Market might become more pro-
tective than were the former tariffs of its individual members. The
Contracting Parties noted that the six contracting parties concerned
were prepared to submit the Common Market Treaty to them for considera-
tion before its ratification, in accordance with the procedures set
forth in article XXIV of the General Agreement. The Contracting Parties
directed the Intersessional Committee to follow the developments with
respect to the Common Market and to repoft on them at the 12th Session.

‘Becaﬁse of the rapid progress that the six countries made in draft-
ing and signing the Common Market Treaty, the Intersessional Committee

met in April 1957 to discuss preparations for consideration of the treaty

1/ The Netherlands, the last member country to ratify the treaty for
the Luropeun Lconomic Community, did so on Dec. S, 1957. The treaty
entered into force on Jan. 1, 1958,
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by the Contracting Parties. 3everal members of the Commitihee expranoed
the opinion that if the Contracting Parties did not definltively con-
sider the treaty at an early date there might not be an opportunity for
such consideration before it ratification. The Committee establiched

a procedure whercby individual contractineg parties might submit questions
concernine the treaty to the members of the Common Market; the members
were to submit their answers to the lptersozsiOﬂnl Committee at its
meeting in September 1957. The Committee also decided that after it

had considered these answers it would recommend procedures for definitive
consideration of the Common Market Tréaty by the Contracting Parties--
either at a special session or at their 12th Session. Ag a result of
these questions and answers, thc Interzessional Committee submitted a
report to the Contracting Parties on some of the issues involved and
made some procedural suggestions for further examination of the treaty.

Barly in the 12th Sesscion the Contracting Parties extended the
authority of the Intersessional Committee to examine the Common Market
Treaty, so that the Committee might determine what additional factual
material was necessary for its examination; they also instructed the
Committee to report its findings to the Contracting Parties before the
ministerial meetings scheduled during that session.

During the ministerial meetings at the 12th Session the ministerial
representatives gave preliminary consideration to the relationship of
the Furopean lLconomic Community to the General Agreement on Tariffs and
Trade. Following this consideration the Contracting Parties established
a committee--composed of representatives of the contracting parties--to

examine this relationship and to determine the most effective means of
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rimplementing the interrelated obligations that participating countrieé
have assumed in the two agreements. To examine the problem in greater
detail, the committee established four subcommittees to consider the
following subjects relating “to the Common Market Treaty: (1) Tariffs
and plan and schedule; (2) éuantitative restrictions; (3) trade in
agricultural products; and (L) the association of overseas territories.

Because of the lack of time at the 12th Session, the subcommittees
reached no definite conclusions on the treaty. For this and other
reasons, the main committee rgcommended to the Contracting Parties that
the treaty be further considered by the Intersessional Committee. It
also recommended that, for the purpose of examining the treaty between
the 12th and 13th Sessions, the Intersessional Committee be composed of
representatives from all the contracting parties. At their 12th Session
the Contracting Parties adopted the recommendations of the committee and
also briefly discussed the trade aspects of the European Atomic Energy
Community Treaty.

At its meeting in April 1958 the Intersessional Committee continued
its examination of the provisions-of the Common Market Treaty. So that
it might consider the proposed procedures for the European Economic
Commmity's tariff negotiations with, other contracting parties, provided
for under article XXIV:6 of the General Agreement, the Committee asked the
Community to provide it--before July 1, 1959~--with a copy of its common
external tariff and certain other related information. After discussing
matters such as the common external tariff, quantitative restrictions, the
agricultural provisions, and the association of overseas territories, the
. Committee concluded that it was more important to give immediate attention

to the specific and practical problems involved in the creation of the
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Common Market than to questions concerning the compatibility of the

Common Market Treaty with article XXIV of the General Agreement. The
Committee also concluded that the procedures set forth in article XXIT,
which provide for joint cogsultations by contractinpg parties, were
appropriate for dealing with questions concerning the association of
overseas territories with the Common Market. The Committee noted the
statement of the European Economic Community that formation of its
agricultural policy would require several years, and suggested that the
Community continue to keep the Contracting Parties informed of its
progress in developing such a policy.

At the 13th Session of the Contracting Parties in 1958 the contract-
ing parties generally agreed with the Intersessional Committee's conclu-
sion that it would be preferable to defer judgment on the compatibility
of the Common Market Treaty with article XXIV of the General Agreement
and that specific proplems should be dealt with under the consultation
provisions of article XXII as they might arise. To that end, the Contracte
ing Parties approved the Intersessional Committee's recommendation on
procedures for copsultations under article XXII. ;/ Pursuant to these
procedures the Contracting Parties held consultations during the 13th
and 1lith Sessions on the effect of association of overseas territories
with the European Economic Community on the trade in bananas, cocoa,
coffee, sugar, tea, and tobacco. During the 1lith Session, Australia
advised the Contracting Parties that it had requested the member states
of the Community to consult with respect to the trade in lead, zinc,

and aluminum.

1/ See Gontracting Parties to GATT, Basic Instruments . . ., [th supp.,
Sales No.: GATT/1959-1, Geneva, 1959, p. 2L.
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Proposed [uropean Free-Trade Area

By June 195G a movement was under way within the Organization for
Furopean lconomic Cooperation (OGEC) to form an association embracing
not only the members of the Buropean Common Market, but also members of
OELC who were not included'in the Common Market. The OEEC decided that
such an association should take the form of a European free-trade area,
within which the six-member Common Market would function as a single
member.

At its April 1957 meeting the Deputy Secretary General of OEEC
informed the Intersessional éommittee that on February 13, 1957, the
Council of Ministers of OEEC had decided to begin negotiations to
establish a free—trade area. At their 12th Session the Contracting
Parties directed the Intersessional Committee (1) to keep informed ¢n
the free-trade area negotiations; (2) to act on behalf of the Contract-
ing Parties at such negotiations; and (3) to report to the Contracting
Parties at their 13th Session in October 1958.

At its April 1558 meeting the Intersessional Committee was informed
that negotiations'for the proposed free-trade area were being conducted
at the ministerial level by an intergovernmental committee, which had
been established by an OLREC resolution of October 17, 1957. Since the
negotiations for the proposed free-trade area were far from complete,
the Intersessional Committee could not be supplied at that time with
any definitive information. The Contracting Parties were similarly
informed at their 13th Session in October 1958. They were Informed,
however, that OEEC would report to them any future developments con-

cerning the negotiations for a free-trade area.
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At the end of the period covered by this report the movement toward
a 17-nation lluropean free-trade area, as origlnally envisioned, had
virtually been replaced by a movement toward a more limited free-trade
area (referreﬁ to as the "OQuter Seven"), the member countries of which
would be Austria, Denmark, Norway, Portugal, Switzerland, Sweden, and

the United Kingdom.

Franco-Tunisian Customs Union

At the Ninth Session of the Contracting Parties in l95h—5§\France
announced that--under the appropriate provisions of the General Agree-
ment--France and Tunisia integded to join in a customs union. The pro-
posed customs union was established on June 3, 1955, under the provisions
of article II of the Economic and Financial Convention signed by the two
countries in Paris. By January 1, 1956, the date on which the convention
entered into force, the Franco-Tunisian Customs Union was substantially
complete. Most of the quotas that applied to trade between the two
countries had been abolished, and, with certain exceptions, Tunisia
was applying the French customs tariff to imports of goods from third
countries. 1/

At their 11lth Session, France notified the Contracting Parties that
the formation of the Franco-Tunisian Customs Union had been completed.
Accordingly, the Contracting Parties could take no action on it at
that time under article XXIV of the Géneral Agreement, which provides
for reports and recommendations by the Contracting Parties relating to

a "proposed" customs union. It was therefore suggested that examination

1/ For further details of the Franco-Tunisian Customs Union, see
Operation of the Trade Agreements Program, 10th report, pp. h3-Lb.
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of the treaty constituting the Customs Union take place under the
provisions of article XXV, and that il involve examination of the
treaty and supporting information in the light of the provisions of
article XXIV. The Contractin~ Parties directed the Intersessional
Committee to examine the treaty and report to them at their 12th
Session in 1957. Because the proposed Common Market Treaty provided
for the association of Tunisia with the Common Market, the Interses-
sional Committee--at its April 1957 meeting--agreed to defer its
examination of the treaty until the 12th Session of the Contracting
Parties. At their 12th Session the Contracting Parties postponed
examination of the treaty until the 13th Session, at which time they

dropped the item from their agenda.

Latin American Uconomic Integration

The Latin American countries have long desired to accelerate their
economic development by progressively integrating their economies. To
assist them in achieving this objective the United Nations Lconomic
Commission for Latin America (LCLA) has made a number of studies and
has proposed a nﬁﬂber of measures that those countries might adopt. As
a result of these proposals, of cooperation by Latin American countries,
and of encouragement by the Organization of American States and the
Organization of Central American States, some progress has been made
toward the goal of economic integration in Latin America.

At their 13th Session in 1958 the Contracting Parties were informed
that on October 31, 1950, a majority of the latin American cﬁuntries
had signed a joint declaration (the so-called Rio Declaration). The

declaration states the intention of Latin American countries to
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promote trade expansion within the area, to cooperate more closely in
economic matters, and ultimately to join in a regional market. Braril
and Chile informed the. Contracting Parties that they intended to
conclude arrangements witg Argentina i/ looking toward the integration
of the economies of the three countries, and that other Latin American
countries could adhere to these arrangements when they were in a
position to dé so. Brazil and Chile undertook to notify the Contracting
Parties of further developments with respect to the proposed arrange-
ments. The Contracting Parties noted the statements made by Brazil and
Chile and reminded them that’fhe proposed arrangements should be com-
patible with the spirit and objectives of the General Agreement.

At the 1Lth Session, Brazil, Chile, and Uruguay informed the Con-
tracting Parties that, together with Argentina, they had examined several
alternative solutions to the trade problems that face them and had
prepared a draft of a free-tréde-area arrangement. They stated that
the draft arrangement had been examined by other interested Latin
American countries and tbat when a final draft had been agreed upon .
it would be opened for sign;ture by Latin American countries and then
submitted to the Contracting Parties for their consideration.g/

Application of the General Agreement to
New Countries (Art. XXVI:5(c))

Under the provisions of paragraph 5(c) of article XXVI of the
General Agreement; a country that acquires full autonomy in the conduct
of its commercial relations and other matters, and to which the provisions

of the General Agreement have applied before its independence, may be

1/ Argentina is not a contracting party to the General Agreement.
2/ For a detailed discussion of developments with respect to the
Latin American regional market, see ch. L of this report.
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sponsored as a contracting party by the céuntry that grants it inde-
pendence. Three countries have become contracting parties to the
General Agreement under this provision--Indonesia in 1950 l/ and Ghana
and Malaya in 1957. Questions have arisen, however, concerning the
application of the General Agreement to certain other countries that
have recently attained their independence. Tor example, because of the
lapse of time since several customs territories became independent from
France, some contracting parties have questioned whether those territories
could becomé contracting parties in their own‘right through the sponsor-
ship provision of article XXVI and, therefore, whether the Cbntracting
Parties should continue to apply the provisions of the General Agreement
to the trade of those territories.

To eliminate this uncertainty about the application of the provisions
of the General Agreement, the Contracting Parties at their 13th Session
revised the sponsorship procedure. They agreed to establish a specific
time limit for sponsorship of each newly independent country at the
first regular session following notification that the particular customs
territory had acquired commercial autonomy. Until the specified time
limit expires, contracting parties will be obligated to apply the
General Agreement to the trade of that territory, provided the terri-
tory continues to apply the General‘Agreement to the contracting parties,

As a result of this revision of the sponsorship provision, the

Contracting Parties agreed at their 12th Session that the time limit

1/ Indonesia became a contracting party under the provisioﬁs of the
original art. XXVI:li(c), which are identical with those of the revised
art. XXVI:5(c). '
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for sponsorchip of Laos and Cambodia would end 2 weecks after the be-
ginning of the 13th Session in 1958, and for that of Tunisia, 2 weeks
after the beginnins of the 14th Session in 1959. l/

At their 13th Session the Contracting Parties noted that Laos was
no longer applying the General Agreement to contracting parties and
that contracting parties therefore were no longer obliged to apply the
General Agreement de facto with respect to Laos. The observer from
Cambodia stated that his Government had decided to accede to the
General Agreement, but that it would do so under the provisions of
article XXXIII rather than under those of article XXVI. Accession
under the latter article would have required Cambodié to assume certain
obligations that had originally been negotiated on its behalf by France
and that would now be difficult for Cambodia to assume. Cambodia stated
that it desired to enter into negotiations with the Contracting Parties,
with a view to accession to the General Agreement, as soon as its new
customs tariff was introduced in its National Assembly. Inasmuch as
Cambodia desired to continue to apply the provisions of the General
Agreement, it requested the Contracting Parties to continue to recognize
the de facto application of the General Agreement between contracting
parties and itself. On November 17, 1958, the Contracting Parties
agreed to the Cambodian request and invited Cambodia to take part in the
work of the Contracting Parties--subject to the restriction that
Cambodia would not possess full voting rights until such time as it

acceded to the General Agreement under the provisions of article AXKIIT.

1/ France proposed the accession of Laos and Tunicia snortly before
the 11th Session of the Contracting Parties, but withdrew the proposal
from the agenda before the Contracting rarties acted on it. See Opera-
tion of the Trade Agreements Program, 10th report, p. L.
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During the lhth Session, Tunisla asked the Contracting Parties to
extend the period during which they had previously recommended that
~contracting parties continue to apply the General Agreement de facto
to Tunlsia. Tunisia stated that it was considering the gquestion of
accession to the General Aéreement and that it would clarify its posi-
tion on the matter at the 15th Session. The Contracting Parties agreed
to the Tunisian request and extended the time limit to 2 weeks after
the beginning of the 15th Session.

Proposed Accession of Israel

On March 26, 1959, Israel formally requested permission to accede
to thé General Agreement under the provisions of article XXXIII. At
the 1hth Session of the Contracting Parties there was almost unanimous
endorsement of Israel's request for accession. The Contracting Parties
therefore established a working party to determine the conditions under
which Israel might accede to the agreement.

In its report, which it submitted to the Contracting Parties late
in the 1lhLth Session, the working party stated that, before agreeing
on the terms for Israel's accession, it would be desirable to await
the outcome of tariff negotiations between contracting parties and
Israel, which would be held during the general multiiateral negotiations
scheduled for 1960-61. Because it would be some time before Isfael
could complete these negotiations and accede definitively to the General
Agreement pursuant to article XXXIII, the working party submitted a
draft declaration on Israel's provisional accession. The declaration,
which the Contracting Parties approved on May 29, 1959, was then opened

for acceptance by the contracting parties. Under the terms of the
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declaration, commercial relations between the signatory pgovernments and
7srael shall, with certain exceptions, be based on the provisions of the
general Agreement. The declaration will become effective with respeotﬁ
to Israel and each signatory contracting party 30 days after it is
accepted by Israel and the particular contracting party. At the time
they approved the declaration, the Contracting Parties also approved a
decision inviting Israel to participate in the work of the Contracting
parties. The decision will continue in effec£ until Israel accedes to
the agreement pursuant to article XXXIIT after tariff negotiations
scheduled for 1960-61 or until December 31, 1961, whichever occurs first.

Proposed Accession of Poland

On March 31, 1959, Poland formally expressed its desire to accede
to the General Agreement in accordance with the provisions of article
YXXTIII. At the 1lhth Session of the Contracting Parties the Polish
observer requested that, should the fact that Poland's economy is based
on principles different from those of most contracting parties preclude
its becoming a full member, Poland be permitted to accede as an "agssociate
member. OSeveral contracting parties called attentign to the desirability
of closer cooperaﬁion between Poland and contracting parties to the
General Agreement. The Contracting Parties, therefore, established a
working party to consider arrangements for such a relationship, and
directed it to submit its recommendation to the Contracting Parties at
the 15th Session in the autumn of 1959.

a

Proposed Accession of Switzerland”

On September 15, 1950, Switzerland asked the Contracting Parties

to consider--at their 1lth Session--its provisional accession to the

General Agreement. Switzerland recognized the existence of certain
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special problems in connection with its accesslion, but preferred to
defer their solution until after it had acceded by making several reser-
.Vations to the general provisions of the agreement. The Swiss Government
pointed out that tariff negotiations, which are usually prerequisite to
accession, would be possible after the Swiss Federal Council and the
Swiss Parliament had approved a revision of the Swiss customs tariff.
The Contracting Parties approved Switzerland's request that it be per-
mitted to undertake tariff negotiations with a view to provisional
accession to the General Agreement, and directed the Intersessional
Committee to arrange for them. They also directed the Intersessional ‘
Committee to establish a,negotiations committee to draft the declaration
relating to Switzerland's provisional accession.

At the 13th Session of the Contracting Parties in 1958, Switzeriand
reported that it had concluded negotiations with a number of contracting
parties. On November 22, 1958, therefore, the Contracting Parties
opened for signature a Declaration on the Provisional Accession of the
Swiss Confederation to the General Agreement on Tariffs and Trade. }/
This declaration, to be signed by:Switzerland and those contracting
parties that wish to do so, provides that trade between the signatories
and Switzerland w1ll be governed by the terms of the deolaratlon. The
declaratlon also prov1des for entry 1nto force of the tariff concessions
that result from the negotiations mentloned above., The terms of the
declaration include all the provisions of the General Agreement, but

are subject to.certain reservations by Switzerland and to such reserva-

l/ For the full text of the declaration, see Contractlng Parties to
GATT, Basic Instruments . . ., 7th supp., Sales No.: GATT/1959-1,
Geneva, 1959, pp. 19-21. By decision of the Contracting Parties at their
1hth Session, the declaration is to be open for signature by Switzerland
and contracting parties until the end of the 15th Session.
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tions as may be made by other contracting parties bhat sipn the decla-
ration. i/ The Contracting Parties decided that the prorisions of the
declaration will be effective until December 31, 1961--subject to the
possibility of extension hy mutual consent of the parties to the
declaration--or until such time as Switzerland accedes to the General
Agreement, whichever occurs first. On November 22, 1958, the Contract-
ing Parties also adopted a resolution inviting Switzerland to participate
in the work of the Contracting Parties. 'The resolution will remain in
effect until Switzerland accedes to the General Agreement under article
XXXTII or until December 31; 1961, whichever occurs first--subject to
the possibility of extension by the Contracting Parties. Switzerland
accepted the in&itation and Eegan to participate in the work of the
Contracting Parties at the end of the 13th Session in 1958.
Proposed Accession of Yugoslavia

At their 13th Session the Contracting Parties considered Yugoslavia's
application for "associate" membership in the General Agreement. Yugoslavia
declared that in due course it intended to become a full member, but:
stated that its present position precluded assumption of all the obliga-
tions of the agreement. It was therefore requesting that it be considered
for “associate" membership, and that the terms of such membership be
agreed upon by itself and the Contracting Parties. The Contracting Parties
appointed a working party to considervthe terms on which Yugoslavia

might be brought into association with the Contracting Parties.

1/ For the Swiss reservations, see ibid., 7th supp., Pp. 13-20; 5%th
supp. Sales No.: GATT/1957-1, Geneva, 1957, pp. LO-L6; and Operation of
the Trade Agreements Program, 1Oth report, pp. Lhi=L6.
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At the lith Session in the spring of 1959, the working party sub-
mitted a draft declaration on relations between Yuposlavia and contracting
parties to the General Agreement. The draft declaration provided that
contracting partiea sigﬁing it would accord Yurposlavia the treatment pro-

vided for in the General Agreement to the same extent that Tuposlavia

-

accorded such treatment to contracting parties. On May 25, 1959, by a
vote of 32-0, the Contracting Parties approved the declaration. The

declaration will enter into force when it has been accepted by Yugoslavia
and two-thirds of the contracting parties. On May 25, 1959, the Contracting
Parties also decided that, when the declaration enters into force, they
will invite Yugoslavia to participate in the sessions of the Contracting

Parties.
Brazilian Tariff Negotiations

At the 10th Session in 1955 Brazil advised the Contracting Parties
that it intended to submit a draft of a new customs tariff to the Brazilian
Congress; the draft tariff was submitted to the Congress in 1956. According
to Brazil, its old tariff did not provide sufficient revenue or protection,
and the nomenclature was confusing and obsolete. For these and other
raasons, Brazll had been forced to impose quantitative restrictions on‘

imports and to adopt exchange controls,

At the 11th Session of the Contracting Parties, Brazil requested and

was granted, under the provisions of article XXV, a waiver from the pro-
visions of paragraph 1 of article IT so that it might place its new tariff
in effect. Under the terms of the waiver, Brazil was relieved of the
obligation to rensgotiate existing tariff concessions before it made
effective the somewhat higher rates of its new tariff., However, Brazil
'was directed to conduct such renegotiations within 1 year from the time

its new tariff entered into force. The Contracting Parties also estab-
lished a tariff renegotiations committee to arrange for the renegotiations

and to consider questions of general concern to them.
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Shortly before the 12th Session, Drazil notified the Inbersessional
Committee that its new tariff had entered into force on Auwmust 1h, 1957.
Because the tariff repegotiationn would not begin for several months, it
appeared that the Brazilian tariff concessions resulting from the rene-
gotiations might not becqﬁe effective before August 1li, 1958, as provided
in the waiver. Inasmuch as the Contracting Parties would not be in
session at that time, the Tariff Negotiations Committee requested the
Intersessional Committee to extend the deadline if so requested, and
the Contracting Parties authorized the latter to do so. On July 10, 1958,
the Intersessional Committee extended the time limit to July 31, 1959; at
their llith Session in 1959 the Contracting Parties further extended the
time limit to the close of the 15th Session.

At the 13th Session of the Contracting Parties the Tariff Negotiations
Committee submitted to the Contracting Parties a draft protocol relating
to the negotiations for establishing a new Brazilian schedule to the
General Agreement.. The Committee proposed that the protocol, as well as
the schedules to be annexed thereto, be opened for signature on
December 31, 1958, Negotiations completed after the protocol had been
opened for signatdre were to be annexed to it by means of procés--verbaux°
The Contracting Parties approved the protocol and agreed that it would
be opened for signature on December 31, 1958,

In May 1959, during the 1llth Session of the Contracting Parties,
the chairman of the Tariff Negotiations Committee reported that Brazil's
bilateral negotiations with 17 interested contracting parties had been

concluded.



ol
Revision of New Zealand's Tariff

Since 1955 New Zealand has been engaged in revising its customs
tariff. At the 12th Session of the Contracting Parties in 1957 the New
Zealand delegate stated that while New Zealand could comply with all the
other provisions of article-XXVIII of the General Agreement, because of
the legal procedures that his country must follow in revising its tariff
it could not comply with the provisions related to timing. The procedure
under article XXVIII of the General Agreement contemplates that negotia-
tions with interested parties be conducted before a revised tariff becomes
effective. 1/ In New Zealand, é new tariff is placed in effect--without
prior announcement or publication--by a resolution of the parliamentary
Committee on Ways and Means at the same time that a bill ratifying the
resolution is introduced and considered at a parliamentary session. Under
New Zealand law, therefore, negotiations with interested contracting parties
cannot be conducted, as required by article XXVIII, before the tariff
becomes effective. The New Zealand delegate stated that as soon as the
new tariff becomes effective his Government will enter into negotiations
with affected cqntracting parties and, if need be, offer them compensatory
concessions.

At their 12th Session the Oontracting‘Parties authorized New
Zealand to place the revised tariff iﬁ effect at the same time that it
was submitted to the New Zealand Parliament. They decided, however;
that before the new tariff entered into fofce, New Zealand should advise
interested contracting parties of the modified or withdrawn items and of

the compensatory concessions it proposed. They also decided that New

1/ See the section of this chapter on continued application of
schedules.
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Zealand should promptly thercafter enter into negotiations with
interested contracting parties and complete such negotiations before
the beginning of the 13th Session.

At the 13th Session of the Contracting Parties, New Zealand
reported that unforeseen éiroumstances had prevented the application of
its revised tariff and that, consequently, the required negotiations had
not taken place. New Zealand therefore requested the Contracting Parties
to extend the time limit for completing the negotiations until the end
of the 15th Session in 1959. The Contracting Parties approved New
Zealand's request.

Tariff of the Federation of Rhodesia and Nyasaland

On December 3, 1955, the Contracting Parties authorized Australia
and the Federation of Rhodesia and Nyasaland to complete, by July 1,
1958, the adjustment of the tariff preferences provided for in the trade
agreement that the two countries had concluded on Juﬁe 30, 1955. 1/

At their 13th Session in 1958 the Contracting Parties, in response
to a request by Rhodesia and Nyasaland, extended to July 1, 1959, the
time limit for completing these adjustments. At their 14th Session ﬁhe
Contracting Parties further extended the time limit to the end of the
15th Session. 2/ At their 13th Session the Contracting Parties also
authorized Rhodesia and Nyasaland to complete, before July 1, 1959, the
adjustment necessary in its tariff because of its negotiations with

Portugal with respect to special treatment of a number of commodities

l/ See Operation of the Trade Agreements Program, 9th report,
pp. 36-38.

g/ In a communication dated May 28, 1959, Australia informed the
Contracting Parties that it had completed the process of adjusting the
preferences relating to imports from Rhodesia and Nyasaland.




originating in Mozambique. l/
Cuban Tariff Reform

At the Ninth Session in 195L4-55, Cuba notified the Contracting
Parties that it was completely revising its obsolete and inadequate
customs tariff. According té Cuba, changes in its tariff were necessary
to bring the tariff up to date technically, to more adequately safeguard
the position of Cuban exvorts in world markets, and to stimulate the coun-
try's economic development. The text of the new Cuban customs tariff entered
into force on February 2l, 1958? and the new rates of duty became effec-
tive on March 17, 1958, but only for imports from those countries not
covered by conventions. For those countries with which it had contracted
tariff or trade obligations, Cuba suspended application of the new tariff
until such time as it could conclude negotiations with them. At their
12th Session the Contracting Parties had agreed that, where applicable,
Cuba might undertake its negotiations as an underdeveloped country under
the provisions of article XVIII. As such, it would not be bound by the
limiting provisions of article XXVIII. 3/ The remaining negotiations
were to be carried out under the provisions of article XXVIII.

At the 13th Session of the Contracting Parties the Cuban represen-
tative proposed that a tariff negotiatjons committee be established to
arrange for the negotiations and that formal negotiations under article
XXVIII begin after Jamuary 1, 1959. The Chairman of the Contracting

Parties proposed that contracting parties interested in negotiating

1/ For the complete text of this decision, see Contracting Parties to
GATT, Basic Instruments . . ., Tth supp., Sales No.: GATT/1959-1,
Geneva, 1959, pp. LO-L1.

2/ For a discussion of the time limit placed on art. XXVIII negotiations,
see the section of this chapter on the continued application of schedules,
and art. XXVIII negotiations.
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with Cuba inform the FExecutive Secretary of the Contracling Partiecs of
their intention. He also suggested that such contracting parties
comprise the Tariff Negotiations Committee, which would deal with prob-
lems that might arisevin planning and conducting the negotiations.
OTHER DEVELOPMENTS RELATING TO THE AGREEMENT
Application of Article XXXV in the Accession of Japaa

At their Eighth Session in 1953 the Contracting Parties approved
Japan's provisional participation in the General Agreement. Negotiations
for Japan's definitive accession to the agreement began in February 1955
and were concluded in June of that year; Japan became a contracting
party to the agreement on September 10, 1955. 1/ Although the Contract-
ing Parties unanimously approved the terms of Japan's accession, 14
contracting parties believed it would not be to their advantage to
apply the provisions of the General Agreement to that country. Those
countries, therefore, did not negotiate tariff concessions with Japan.
Instead, they invoked the provisions of article XXXV of the agreement,
which permit a contracting party to refrain from applying the agreement
to an acceding country with which it has not negotiated tariff oonceésions.
Such widespread iﬁvocation of article XXXV was of serious concern to
Japan, and it therefore requested that the matter be placed on the agenda
for the 10th Session of the Contracting Parties.

At their 10th Session in 1955, and at each succeeding session, the
Contracting Parties have discussed the application to Japan of the

provisions of article XXXV of the agreement. On August 14, 1957,

1/ For a detailed discussion of Japan's accession to the General
Agreement, see Operation of the Trade Agreements Program: 6th report,
pp. 51-54; 7th report, pp. 75-79; and 8th report, pp. 71-72.
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Brazil withdrew its invocation of article XXXV Qith respect to Japan,
and on October 16, 1958, India did likewise; Haiti has expressed its
intention of doing so in the near future. Because of the accession of
additional countries to thé‘General Agreement, however, the number of
contracting parties that invoked the provisions of article XXXV with
respect to Japan still remaine; at 14 at the close of the period covered
by this report. l/
Limitation and Elimination of Subsidies

Under the provisions of article XVI and the related note in annex I
of the General Agreement, contracting parties were obligated to abol-
ish by January 1, 1958, all remaining direct or indirect subsidies on
products other than primary products g/ when the exportation of these
products resulted in their sale at prices lower than those for like
products being sold in the domestic market. If such subsidies were not
abolished by January 1, 1958, the contracting parties were obligated not
to extend their scope beyond that ekisting on January 1, 1958, and were
to continue them only until such time as they could agree to abolish
them.

Because article XVI s:tipulates no deadline after January 1, 1958,
for abolishing the subsidies mentioned above, the Contracting Parties at

their 12th Session prepared a declaration for the signatures of the

l/ The 1.4 countries that were applying art. XXXV with respect to Japan
at the close of the period covered by this report are Australia, Austria,
Belgium, Cuba, France, Ghana, Haiti, Luxembourg, the Federation of
Malaya, Netherlands, New Zealand, the Federation of Rhodesia and Nyasaland,
the Union of South Africa, and the United Kingdom.
- 2/ A primary product, for this purpose, is defined as "any product of
farm, forest or fishery, or any mineral, in its natural form or which has
undergone such processing as is customarily required to prepare it for
marketing in substantial volume in international trade."
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contracting parties that continue to apply such subsidies. The dec-
laration states that the signatory contracting parties will not until
December 31, 1958, extend the scope of their subsidies on products other
than primary products beyond that existing on January 1, 1955.  The
declaration was to enter iéto force when signed by Belgium, West Germany,
Japan, the United Kingdom, the United States, Canada, France, Ttaiy, and
the Netherlands. By the end of the 13th Session all but the last four of
these countries had signed the declaration.

At the 13th Session in 1958 the Contracting Parties noted that
should the declaration receive the necessary signatures and enter into
force, it would remain in force for ohly 1 or 2 months--until December
31, 1958. Shortly before the close of the session, therefore, they
opened for signature a procés—verbal extending the validity of the dec-
laration until December 31, 1959. At the lith Session the Contracting
Parties noted that both the declaration and the procés—verbal had
entered into force,

Notification of State Trading Activities

Article XVII requires contracting parties that establish or maintain
state trading entérprises, or that grant exclusive or special privileges
to any such enterprises, to notify the Contracting Parties of the commod-
ities imported into and exported from their territories by such enter-
prises. At their 12th Session in 1957 the Contracting Parties decided
that contracting parties which maintain state trading enterprises should
submit their first reports by February 1, 1958, and annually thereafter.

At their 13th Session in 1958, several contracting parties stated

that the information contained in the first reports indicated that state
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trading had become important in a number of countries, and that the
ahnual reports would facilitate ahy inquiry by the Contracting Parties
~as to whether state trading was being conducted in a manner consistent
with the general principles of nondiscrimination. The Contracting
Parties therefore appointed ; panel to consider the first reports and
to make suggestions for improving future reports,

The panel's report, submitted to the Contracting Parties at their
l4th Session, noted that the panel had examined statements by 21
contracting parties, but that the information in the statements was not
detailed enough to permit the pahel to submit concrete findings to the
Contracting Parties. The panel therefore recommended that all contract-
ing parties be asked to reply to a revised questionnaire which the panel
would submit to them, and that contracting parties which do not maintain
state trading enterprises so indicateé. The Contracting Parties approved
the panel's recommendation.

Disposal of Surplus Agricultural Products

To prevent the disposal of surplus agricultural products from unduly
disturbing world markets, and to insure orderly marketing of those prod-
ucts, the Contracﬁing Parties--at their Ninth Session in 1954-55--adopted
a resolution urging contracting parties that are planning to dispose qf
such surplus stocks to consult with the principal suppliers of the
commodities involved, and with any other interested parties.

At their 1lth and 12th Sessions the Contracting Parties discussed
the experience of certain contracting parties with the disposal of sur-
pluses by other governments, as well as the results of the consultations

on the problem. At their 13th Session the Contracting Parties expressed
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concern about the effects of the U.S. surplus-disposal program. Several
contracting parties stated that the U.S5. surplus-disposal program had
seriously affected their markets and that continuation by the United
States of high price sgpports would merely lead to a perpetuation of the
surplus-disposal problem, :Because of the continuing nature of the
problem, the matter was placed on the agenda for discussion at a later
session.

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

The Interim Coordinating Committee for International Commodity
Arrangements (ICCICA) was established in 1947, pursuant to a resolution
of the United Nations Economic and Social Council. Its activities con-
sist principally of preparing yearly statements about intergovernmental
collaboration in the field of commodity problems. In some instances,
however, the Committee advises the Secretary-General of the United
Nations on specific problems in the field of intergovernmental commodity
collaboration. The Committee consists of a charirman, nominated by the
Contracting Parties to the General Agreement; a representative of the.
Food and Agriculture Organization; and two other members. The term of
office of the chairman is determined by the Contracting Parties; the term
of office of each of the other three members is indefinite.

At their 11lth Session the Contfacting Parties unanimously nominated
Sir Edwin McCarthy, Deputy High Commissioner for Australia in London, to
be chairman of the Committee for a period of 1 year. The Contracting
Parties also agreed that the chairman of ICCICA‘should submit to them

each year a review of the annual report prepared by ICCICA. In the
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interest of maintaining continuity of approach by the Committee, the
Contracting Parties at their 12th Session, and again at their 13th
Session, renominated Sir Edwin as chairman for the following year.
Problems Related to Trade in Primary Commodities

At their Ninth Session ih 1954-55 the Contracting Parties estab-
lished a working party to consider and report on proposals for inter-
governmental action designed to settle problems that arise with respect
to international trade in primary commodities. 1/ When the working
party submitted its report to the. Contracting Parties, it also submitted
a draft of an agreement designed to facilitate the preparation and
conclusion of intergovernmental commodity agreements. The Contracting
Parties discussed the report and the draft agreement and, as a result of
their discussion, revised the latter.

At their 10th Session the Contracting Parties discussed at length
the revised draft agreement on commodity arrangements. Since they con-
tinued to disagree on the provisions of the agreement, the Contracting
Parties authorized the Intersessional Committee--should it appear that
agreement could be reached--to establish a subcommittee to prepare a
final draft agreement for consideration at the 1lth Session.

As no agreeﬁent was reached before the 1llth Session, the Contracting
Parties at that session reconstituted the working party on commodity
problems and directed it to consider alternative approaches to the prob-

lems. On the recommendation of the working party, the Contracting

1/ The United States did not accept membership on the working party.
At the 10th and 11th Sessions the United States took the position that
an additional agreement in this field was neither necessary nor desir-
able, and that the United States did not intend to participate in a con-
vention on commodity arrangements should such a convention be concluded.
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Parties adopted a resolution that provided for consideration of problems
related to international trade in primary commodities. Under the terms
of the resolution, which recognized the competence of other international
organizations in the field of primary commodities, the Contracting Parties
decided to discuss at future sessions the trends and developments in
international trade in primary commodities, as outlined by the chairman
of ICCICA in his annual report and as indicated by consultations held
under the various provisions of the General Agreement.

The report of the chairman of ICCICA at the 12th Session devoted
special attention to the nee§~for action with respect to the wide
fluctuations in the prices of primary commodities. The review of the
report by the Contracting Parties at a plenary session centered on (1) ex-
pansion of the trade of less developed countries at a slower rate than
that of industrialized countries; (2) the effect of violent short-run
fluctuations in the prices of primary products on the expansion of inter-
national trade; and (3) the widespread protection of agricultural
products in international trade. As a result of the discussion the
Contracting Parties appointed a panel of experts to examine international
trade trends and their implications, with special reference to the three
topics mentioned above. The panel was asked to submit a report at the
13th Session on its findings.

The report of the chairman of ICCICA at the 13th Session was simi-
lar in scope to that presented at thé 12th Session. The ensuing dis-
cussion by the Contracting Parties concerned both the report of the
chairman of ICCICA and the report by the panel of experts. The report

by the panel of experts examined both short-term fluctuations and long-
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term changes in volume, prices, and structure of world trade and their
impact on both industrial and nonindustrial countries. ;/
Expansion of International Trade

At the 13th Session in 1958 many contracting parties agreed on
the importance of attempting:to overcome the obstacles to the expansion
of international trade. They agreed that these obstacles were in part
a result of national agricultural policies, and some contracting parties
expressed concern over obstacles to the expansion of the export trade
of the less developed countries. To examine these problems more closely
and to contribute to the attainment of the objectives of the General
Agreement, the Contracting Parties appointed three committees to study
the entire problem of the expansion of international trade. Committee I
was assigned the task of preparing for a future round of tariff negotia-
tions; 2/ committee II was directed to study the problems arising out of
the widespread use of nontariff measures to protect agriculture, and the
resultant effects on international trade; and committee III was author-
ized to consider other obstacles to the expansion of trade, with special
reference to the problems of the less developed countries.

At their 14th Session the Contracting Parties apprcved arrangements
for committee II to consult with all contracting parties regarding their
use of nontariff measures to protect agriculture or to support the incomes of
agricultural producers, as well as regarding the effects of such measures
on international trade. Committee II is expected to present its first

report on the consultations at the 16th Session in 1960. The Contracting

_i/ See Contracting Parties to GATT, Trends in International Trade; A
Report by a Panel of Experts, Sales No.: GATT/1958-3, Geneva, 1958.
g/'See the section of this chapter on tariffs and tariff negotiations.
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Parties directed committee IIT to examine various proposals put forward
by less developed countries to study important commodities in which
such countries are lnterested.
ﬁéstrictive Business Practices

In 1953 the United Nations Economic and Social Council recognized
the detrimental effects éf restrictive business practices in interna-
tional trade on economic development, embloyment, and international
trade, and adopted a resolution stating that both national action and
international cooperation are necessary to deal with such practices.
At the Ninth Session of thg Contracting Parties in 1954-55 the delega-
tions of Denmark, Norway, and Sweden--in response to this resolution--
proposed that the Contracting Parties revise the General Agreement to
provide for the control of restrictive business practices in international
trade. However, because of a procedural misunderstanding between the
Contracting Parties and the United Nations Economic and  Social Council,
the Contracting Parties postponed consideration of the proposal.

At the 11lth Session of the Contracting Parties in 1956, Norway and
West Germany made individual proposals with respect to the control of
restrictive businéss practices that affect international trade. West
Germany proposed that the Contracting Parties recognize that such
practices may have adverse effects on trade between various contracting
parties, and that contracting parties engaged in them be required to
consult with other interested contracting parties and to take appropriate
legal action to eliminate them. The Norwegian delegate likewise proposed
that the Contracting Parties recognize the adverse effects of restrictive

business practices. He suggested that the Contracting Parties establish
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a working party to consider whether they should undertake to control
such practices. Should the working party so recommend, he suggested
that it also recommend at the 12th Session the appropriate provisions
that should be added to the General Agreement, or included in a supple-
mental agreement, to establish controls over restrictive business prac-
tices. After discussion thé Contracting Parties referred the West
German and Norwegian proposals to the Intersessional Committee, with
instructions that it submit a report and recommendations to them at their
12th Session.

The members of the Intersessional Committee were unable to agree
on whether they should recommend the establishment of such a working
party, and so informed the Contracting Parties at their 12th Session.
Since there appeared to be no consensus on this question, the Contracting
Parties again referred the problem to the Intersessional Committee, with
instructions that it decide whether a working party or a panel of experts
should be established, or whether the problem should again be referred
to the Contracting Parties at their 13th Session. The Intersessional
Committee again referred the matter to the Contracting Parties.

At the 13th Session the Contracting Parties adopted a resolution
recognizing that the expansion of world trade may be hampered by the
activities of international cartels and trusts. The Contracting Parties
also directed their Executive Secretary to appoint a group of experts
to study the problem and recommend wﬁether the Contracting Parties should
endeavor to deal with restrictive business practices in international
trade. Should the group of experts decide in the affirmative, it would

be requested to determine how the Contracting Parties might best deal with
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the problem. The group of experts was requested to submit its report
for consideration by the Contracting Parties at one of their sessions
in 1960.

Norwegian Proposal for Study of Legislation on
Antidumping and Countervailing Duties

At the Ninth Session of the Contracting Parties in 1954-55, Norway
proposed that the General Agreement be amended to direct the Organization
for Trade Cooperation to work toward the standardization of rules gov-
erning the imposition of antidumping and countervailing duties. Since
that time the Contracting Parties have been engaged in a study of such
duties as they are applied b& individual contracting parties. ;/

At their 11th Session the Contracting Parties directed their Secre-
tariat--with the assistance of experts from the governments concerned--to
analyze the information that had been made available by contracting par-
ties, and to submit a report on antidumping legislation to the Inter-
sessional Committee or to the Contracting Parties aﬂ their 12th Session.
At the beginning of the 12th Session the Secretariat submitted a compre-
hensive report on the subject to the Contracting Parties. After discussing
the report the va;ious contracting parties agreed to submit to the
Secretariat their individual views on what further action should be ﬁaken
with respect to antidumping and countervailing duties. The Contracting
Parties instructed the Secretariat to analyze these views and to submit
a summary of them at the 13th Session.

Eight countries submitted to the Secretariat their views and their

suggestions for further study of the problem of antidumping and counter-

1/ For the earlier history of the Norwegian proposal, see Operation of
the Trade Agreements Program, 10th report, pp. 48-49.
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vailing duties. The views included a suggestion that all changes in
national legislation with respect to antidumping and countervailing be
reported to the Secretariat, a proposal that the Contracting Parties
endeavor to agree on an ihterpretation of the provisions of article VI, l/
and a proposal for procedures that contracting parties be re-

quired to follow before impoéing antidumping and countervailing dutles.
The Secretariat submitted a summary of these proposals to the Contracting
Parties at their 13th Session. At that session the Norweg:an and
Swedish delegates proposed that a group of governmental experts be con-
vened before the opening of the 1l4th Session to exchange information on
existing legislation relating to antidumping and countervailing duties.
The Contracting Parties approved the proposal and authorized the Execu-
tive Secretary to convene a group of experts.

The group of experts, which met in Geneva in April 1959, submitted
its report to the Contracting Parties at the 14th Session. In its
report the group noted that, because of the vastness of the subject, it
héd devoted its entire attention to antidumping duties and had deferred
‘until a later date its study of countervailing duties. The group of
experts reached an understanding on various problems relating to the
definition of terms used in article VI--for example, the use of the term
nindustry" in relation to "injury"; the definition of "material injury"

and of "export price'; and the determination of "normal value.®™ The

l/ Art. VI of the General Agreement condemns dumping if it causes or
threatens material injury to an established industry, or materially re-
tards the establishment of an industry, in the territory of another
contracting party. Art. VI also provides that a country so injured may
protect itself against dumping or injurious subsidization by imposing
antidumping or countervailing duties, but prohibits the excessive or
unwarranted use of such duties.
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Contracting Parties approved the group's report and adopted its

recommendation for subjects to be discusséd at a later date. The
Contracting Parties also directed the Secretariat to collect detalled
information on current ‘practices in antidumping cases and requested
that this information, together with the additional subjects, be
discussed at a léter date.’

Discrimination in Transport Insurance

In 1951, at the suggestion of the International Chamber of Commerce,
the United Nations Transport and Communications Commission agreed to
consider the problems arising from the application of national laws that
restrict the freedom of impofters and exporters to purchase cargo
insurance in the countries of their choice. The Commission requested
the Secretary-General of the United Nations to make a study of such
restrictive national legislation. In his report the Secretary-General
recommended that the matter be studied by the Contracting Parties to the
General Agreement on Tariffs and Trade.

At their Eighth Session in 1953 the Contracting Parties noted the
problem of discrimination in transport insurance, and directed their
Executive Secretary to prepare a report on the issues involved. ;/ The
Contracting Parties considered the report at their Ninth Session in
1954, and retained the subject on tbe agenda for further consideration
at the next regular session.

At the 10th Session the United'States proposed that the Contracting

Parties adopt a resolution recommending that contracting parties refrain

' 1/ For a more detailed discussion of this problem, see Operation of
the Trade Agreements Program, Tth report, pp. 95-96.
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from interfering with the freedom of buyers or sellers of transport
insurance to determine for themselves in which market they would obtain
such lnsurance. The Contracting Parties referred the resolution to a
working party for study."The working party proposed that the Contracting
Parties adopt s resolution cdlling on contracting parties to avoid the
enactment of measures relati;g to transport insurance that would have a
more restrictive effect on international trade than those that now apply,
and to eliminate--as rapidly as circumstances permit--any restrictive
measures currently in force. The Contracting Parties agreed to consider
the recommendation at their llph Session.

At the 11th Session a divergence of opinion among the contracting
parties indicated that further discussion of the proposed resolution
would be necessary before the matter could be taken up at a plenary
meeting of the Contracting Parties. Accordingly, the Contracting Parties
decided to defer consideration of the working party's recommendation
until their 12th Session in 1957. At their 12th Session the Contracting
Parties again delayed consideration of the recommendation until their
13th Session.

At the 13th Session in 1958 the Norwegian delegate offered a draft
recommendation similar in part to the recommendation that had been
submitted by the working party at the llth Session. The Norweglan pro-
posal recognized, in its preamble, the right of countries that have an
insufficiently developed national inﬁurance business to resort to
measures necessary to foster that business. Unlike the proposal of the
working party, however, the Norwegian proposal did not require that

existing restrictive measures be eliminated as rapidly as possible. The
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Contracting Parties agreed to consider both recommendations at their
lith Session. At the l4th Session they approved the Norwegian proposal.
Trade and Customs Regulations

Between June 1951 and May 1955 the International Chamber of Commerce
adopted and submitted to tée Contracting Parties a number of resolutions
relating to the reduction of trade barriers. The resolutions dealt with
customs treatment of commercial samples and advertising materials,
documentary requirements for the importation of goods, consular formali-
ties, valuation of goods for customs purposes, the nationality of
imported goods, formalities connected with the administration of
quantitative restrictions on imports, and the adoption of a set of
guiding principles for an international agreement designed to prevent
the misuse of marks of origin. 1/

As a result of a working party's consideration of these resolutions
the Contracting Parties adopted a draft convention on the importation of
samples and advertising material, a code of standard practices relating
to documentary requirements for the importation of goods, a code of
standard practices relating to consular formalities, and a resolution
regarding the application of import- and export-licensing restrictions
to existing contracts. The Contracting Parties also recommended that
individual contracting parties abolish their requirements for consular
invoices and consular visas by December 31, 1956, and requested that

they report each year on the progress they had made in doing so. 2/

1/ For a detailed discussion of the resolutions adopted by the Inter-
national Chamber of Commerce in June 1951, see Operation of the Trade
Agreements Program, 6th report, pp. 61-64.

2/ See Operation of the Trade Agreements Program, 7th report, pp. 89-94.
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Consular formalities

From the 8th through the 10th Sessions the Contracting Parties
continued their discussiops relating to consﬁlar formalities. At the
11th Session it was apparent that individual contracting parties would
not be able to abolish their ;onsular formalities completely by the
final date agreed upon at the 10th Session. The Contracting Parties
therefore decided not to establish any new deadline for abolishing such
formalities, but reaffirmed their previous recommendation that contracting
parties continue to eliminate the consular formalities they still main-
tained. At their 12th Session the Contracting Parties adopted a recom-~
mendation that, as a minimum, contracting parties follcw certain suggested
practices that would simplify consular procedures and insure fairness in
administration.

At the 13th Session the Chairman of the Contracting Parties announced
that Turkey had declared that it would abolish consular fees in the near
future. The Contracting Parties instructed their Executive Secretary to
follow the progress made by other contracting parties in eliminating
their consular formalities.

Marks of origin

At their 10th Session the Contracting Parties considered a resolu-
tion submitted by the International Chamber of Commerce, relating to
adoption of a set of guiding principles for an international arrangement
designed to prevent the misuse of mafks of origin. The Contracting
Parties did not study the resolution in detail at their 10th Session, but

apreed to do so at a later session.
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At their 13th Session the Contracting Parties established a
working party to examine a draft recommendation on marks of origin that
had been prepared by thg Secretariat, primarily on the basis of the
recommendations submitted by the International Chamber of Commerce.
Shortly before the end of ghe 13th Session the working party submitted
its report and a draft recommendation to the Contracting Parties. The
recommendation consisted of 16 rules designed to reduce the difficulties
and inconveniences which result from marking regulations. The Contracting
Parties adopted the working party's report and approved its recommenda-
tion. In order to comply with U.S. law, the U.S. delegate made several
reservations when he approved the recommendation on behalf of his
country.

Nationality of imported goods

At their 8th, 9th, and 10th Sessions the Contracting Parties
continued their discussions on the nationality of imported goods. At
their 11th Session the Contracting Parties agreed to alter the rules they
had recommended with respect to proof of origin, as proposed to them
by the International Chamber of Commerce at the 10th Session, but post;
poned until the 12th Session their decision on whether to establish
a common definition of the nationality of imported goods. At their 12th
and 13th Sessions the Contracting Parties postponed further consideration

of the matter until a later date.
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Facilities for temporary admission of professional
equipment and packing materials

At their 13th Session the Contracting Parties considered a proposal,
submitted by the Internationa} Chamber of Commerce, that the Contracting
Parties adopt an international convention relating to temporary and duty-
free admission of professional equipment and packing materials. The
convention had already entered into force for several countries. Because
of the pressure of other business the Contracting Parties deferred dis-
cussion of the proposal until their 1llith Session. At the 1Lth Session
they agreed to postpone further considsration of the proposal pending
receipt of draft conventions relating to certain professional equipment
and packing materials which were being drawn up by the Customs Cooperation
Council.

STATUS AND ADMINISTRATION OF THE GENERAL AGREEMENT
Definitive Application

Article XXVI of the General Agreement provides that the agreement
shall enter into force when it has been accepted by contracting parties
that account for 85 percent of the total foreign trade of all contracting
parties. The Genefal Agreement, however, has never definitively entered
into force under the provisions of artiéle XXVI. It has been accepted
pursuant.to a protocol of provisional épplication, which requires thaf
the signatories apply parts I and III of the agreement fully, and part II
(which contains most of the trade rules) to the fullest extent not incon-
sistent with domestic legislation in effect on a specified date. Origi-
nally, if contracting parties desired to accept the agreement definitively

pursuant to article XXVI, they were required to immediately modify
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domestic legislation that was inconsistent with the provisions of the
agreement. |

Although the Contracting Parties have desired definitive accept-
ance of the General Agreement at as early a date as possible, they have
recognized that it would not be practicable for certain contracting
parties to bring their domestic legislation into conformity with part II
of the agreement immediately after such an acceptance. To surmount this
obstacle, the Contracting Parties--at their Ninth Session in 1954-55~-
prepared a resolution which provided that an acceptance of the agreement
pursuvant to article XXVI wouid be valid even if accompanied by a reser-
vation that legislation presently acceptable under the provisional appli-
cation of the agreement would remain acceptable under the definitive
application of the agreement. The resolution provided, however, that
the Contracting Parties would periodically review the progress that con-
tracting parties had made in bringing such "excepted" legislation into
conformity with the General Agreement. During the 1lth Session the
resolution was accepted by all the contracting parties.

At their 13th Session, the Contracting Parties noted that only Haiti
had adopted the resolution and was applying the General Agreement pur-
suant to the provisions of article XXVI.

Protocols of Amendment, and Agreement on the
Organization for Trade Cooperation

At their Ninth Session in 1951;-55 the Contracting Parties conducted

a review of the General Agreement to determine to what extent it should

be modified in order to attain its objectives more effectively. As a
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result of the review the Contracting Parties proposed a series of amend-
ments to the agreement, and negotiated an Apreement on the Organization
for Trade Cooperation (0TC). 1/ The proposed amendments (which were
incorporated in three protocols), as well as the Agreement on the Organ-
ization for Trade Cooperati;n, were then submitted to the contracting
parties for acceptance. The amending protocols are of three types:

(1) Technical changes in certain of the general provisions; (2) minor
technical changes in the general provisions designed to bring the
General Agreement into conformity with the proposed OTC; 2/ and (3) sub-
stantive changes in the preamble and parts II and III of the General
Agreement. On October 7, 1957, shortly before the beginning of the 12th
Session, the third protocol, amending the preamble and parts II and III,
entered into force for two-thirds of the contracting parties. By June
30, 1959, the close of the pefiod covered by this report, it was in effect
for 33 contracting parties.

Since several contracting parties had not accepted the protocol
amending the preamble and parts II and III of the General Agreement, the
Contracting Parties at their 13th Session extended the deadline for
signing the protocol until 2 weeks after the opening of the 15th Session
in 1959.

By June 30, 1959, the close of the period covered by this report,
only 20 contracting parties had signed the Agreement on the Organization
for Trade Cooperation. The agreement, as well as the first and second

protocols of amendment, had not become effective by that date. 2/

T/ See Operation of the Trade Agreements Program, Oth report, pp. 9-20.

?/ Protocol of organizational amendments.

3/ The first protocol requires acceptance by all the contracting
parties; the second will come into force concurrently with the Agreement
on the Organization for Trade Cooperation.
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Rectification, Modification, and
Consolidation of Schedules

Tariff concessions negotiated under the General Agreement are
incorporated into the ;greement by means of the schedules of tariff
concessions. A schedule is a list of all the concessions negotiated~~
pursuant to the provisions of the General Agreement--by one particular
contracting party with other contracting parties. Each such country
schedule contains, for each product on which the contracting party has
granted a concession, the number under which the product is classified
in the tariff of the particular contracting party, a description of the
product, and the rate of duty applicable to it. Article II of the
General Agreement makes each schedule of concessions an integral part
of the agreement.

From time to time the Contracting Parties find that the texts of
the schedules should be modified formally to take into account changes
that have, in fact, become effective by action of the Contracting
Parties or in accordance with procedures established by the Contracting
Parties. l/ Accordingly, they prepare protocols of rectifications and
modifications, which list the changes necessary to bring the schedules
up to date. The protocols, which are then submitted to the individual
contracting parties for acceptance, .formally enter into force when they
have been accepted by all the contracting parties. However, since the

modifications or rectifications contained in the protocols have already

1/ Changes in the schedules may be substantive or nonsubstantive. An
example of a substantive change is the modification of a rate of duty
pursuant to art. XXVIII of the General Agreement; an example of a non-
substantive change is the correction of a textual spelling error.
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been placed in effect by actlon of the Contracting Parties, there is
slight incentive for individual contracting parties to accept them
formally.

On June 30, 1959, the Fifth, Sixth, and Seventh Protocols of Rec-
tifications and Modifications; prepared by the Contracting Parties and
submitted to the contracting parties during the period 1955-57, had not
yebt entered into force, but the concessions listed in them had been
placed in effect by the contracting parties concerned.

At their 13th Session the Contracting Parties adopted a working
party recommendation that an Eighth Protocol of Rectifications and
Modifications be opened for signature after the 13th Session and that a
Ninth Protocol be opened for signature on the first day of the 1llith
Session in 1959. At the lLth Session the opening date for signature of
the Ninth Protocol was postponed until July 15, 1959.

At their 10th Session in 1955 several of the contracting parties
expressed serious concern over the complexity of the schedules of con-
cessions in the General Agreement. They pointed out that the original
concessions and the subsequent rectifications and modifications were
scattered among more than 20 legal instruments and several GATT documents.
The Contracting Parties, therefore, explored the possibility of preparing
a set of up-to-date, consolidated schedules. Toward the close of the
10th Session they adopted a tentative plan to prepare such consolidated
schedules. Because so many contracting parties were engaged in tariff
revisions, however, no definite plan had been formulated by the close of

the 13th Session ir 2958, At that session the Contracting Parties agreed
not to establish a time limit for submission of draft consolidated

schedules by contracting parties that had not yet done so.
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Intersessional Administration of
the General Agreement

The General Agreemqnt does not specifically provide for any organ-
ization for its administration. Article XXV provides that the contract-
ing parties shall meet from:time to time to consider matters arising out
of the application of the agreement, but does not provide any mechanism
for administering the agreemént during the period when the Contracting
Parties are not in session. As a result of discussions at their Sixth
Session in 1951, the Contracting Parties established--on an experimental
basis--an ad hoc Committee for Agenda and Intersessional Business to
deal with matters that might require immediate action during the period
between the sessions of the Contracting Parties. This arrangement for
intersessional administration of the agreement was modified at the Ninth
Session in 195&-55 and the ad hoc committee was renamed the Interses-
sional Committee.

When the Contracting Parties created the Intersessional Committee
it was their intention to make it an effective body for assisting the
Contracting Parties in obtaining the objectives of the General Agreemeht.
However, except on matters of secondary importance, the Contracting
Parties have not delegated powers of decision to the Intersessional Com-
mittee. This fact, together with the increasing workload of the Con-
tracting Parties, prompted them to decide;—at their 13th Session in 1958--
to hold a spring and an autumn sessién of the Contracting Parties each
year and to alter the functions of the Intersessional Committee.

At their 13th Session the Contracting Parties adopted a working
party recommendation delineating the functions of the Intersessional

Committee. This recommendation permits the Intersessional Committee to
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deal with matters that have been specifically referred to it by the Con-
tracting Parties, matters arising under paragraph U of article XXVIII
and under sections A, C, and D of article XVIII, and urgent matters that
may arise during intersessioqal periods and that have not been foreseen
by the Contractiﬁg Parties. -The Contracting Parties decided that the
Intersessional Committee will be composed of 17 members elected at the
last session in each calendar year. Their election is to be effected in
such a manner as to insure that the Committee will be representative of
the broad geographical areas to which the contracting parties belong and
of the different degrees of ecohdmic development and divergent economic
interests that are to be found among them. The Intersessional Cémmittee
is to meet in Geneva on the call of the Executive Secretary. l/ The
Contraéting Parties proceeded, forthwith, to elect an Intersessional
Committee,
Continued Application of Schedules, and
Article XXVIII Negotiations

Since the signing of the General Agreement in 19L7 and the negotia-.
tion of the first schedules of concessions, the Contracting Parties have
agreed for successive periods of time not to modify, under the provisions
of article XXVIII, the concessions that individual contracting parties
have granted in their respective schedﬁles‘ At the end of each of these
Vperiods the Contracting Parties have made specific arrangements to permit

contracting parties to modify their schedules. 2/

1/ For intersessional procedures, as amended, see Conbtracting prarties
to GATT, Basic Instruments . . ., Tth supp., Sales No.: GATT/1959-1,
Geneva, 1959, pp. 7-11.

2/ For further discussion of these arrangements, see Operation of the
Trade Agreements Program: Tth report, pp. 80-83; Bth report, pp. 73-7L.
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The last of such periods was to terminate on December 31, 1957, l/
In anticipation of the ending of this period, the Contracting Parties on
November 28, 1957--at their 12th Session--adopted another Declaration
on the Continued Application of Schedules. This declaration applied to
those countries for whom tke revised article XXVIII has not become
effective. Those countries for whom the revised article XXVIIT is
effective are subject to the provisions of that article. The deadline
for modification of schedules under both the declaration and the revised
article XXVIII was extended from December 31, 1957, to March 31, 1958,
for those contracting parties that notified the Contracting Parties by
December 31, 1957, of their intention to enter into negotiations for
modification of concessions under the revised article XXVIII in the last
declaration. At its April 28, 1958, meeting the Intersessional Committee
extended the terminal date for completion of authorized negotiations to
the end of the 13th Session, and the Contracting Parties subsequently
extended this date to the close of the 15th Session in 1959. Under the
revised article XXVIII, the new period for the continued application of
schedules will terminate on December 31, 1960.

Ministerial Meetings at Sessions of the
Contracting Parties

During their 1lth Session the Contracting Parties agreed that meetings
of foreign ministers of the contractiﬁg parties, held in the early stages
of succeeding sessions, would contribute to more effective operation of

the General Agreement. Such meetings at the ministerial level took place

at the 12th Session, from October 28 to 30, 1957.

1/ This date was specified in the Contracting Parties' Declaration of
Mar. 10, 1955.
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During the first days of the 13th Session--October 16 and 17, 1958~
the foreign ministers and ministerial representatives of the contracting
parties took part in the.-meetings of the Contracting Parties. Their
discussions at these meetings related chiefly to trasnds in, and expan-
sion of,yinternational trade and methods of promoting the effectiveness
of the General Agreement.

Election of Chairman and Vice Chairmen of the
Contracting Parties

At their 13th Session the Contracting Parties amended their rules
of procedure with respect to the time of election and the term of office
of the Chairman and Vice Chairmen of the Contracting Parties. At previous
sessions these officers had been elected during the first 7 days of a
plenary session and had immediately assumed office, which they retained
until their successors were elected. The amended rulesvbrovide that the
Chairman and Vice Chairmen shall be elected during the last session of
the Contracting Parties in each calendar year, and that they shall hold
office from the end of that session to the end of the last session in
the following calendar year. 1/

As a result of these changes the Chairman and Vice Chairmen for
the 12th Session retained their office during the 13th Session. g/

During the 13th Session the Contracting Parties elected Mr. F. Garcila
0ldini, of Chile, as Chairman, and Mr. J. G. Crawford, of Australia, and

1/ The Contracting rarties decided, at their 13th Session, to hold two
plEhary sessions yearly. See the section of this chapter on interses-
sional administration of the General Agreement.

2/ For the 12th and 13th Sessions, Mr. L. K. Jha, of India, served as
Chairman; and Mr. Fernando Garcia Oldini, of Chile, and Dr. Heinz
Standenat, of Austria, served as Vice Chairmen.
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Mr. G. Ferlesch, of Italy, as Vice Chairmen. Their terms of office
began at the close of the 13th Session on November 22, 1958, and will
terminate at the end of the 15th Session in November 1959.
Training‘Program for Government Officials of
Contracting Parties to the General Agreement

At their 10th Session in 1955 the Contracting Parties tentatively
approved a training program to familiariée young government officials of
the contracting parties with the problems dealt with by the GATT
Secretariat in administering the agreement, and authorized the Executive
Secretary to place it in effect on an experimental basis. l/ At the
11th Session the Intersessional Committee, the Secretariat, and the
contracting parties concernéd reported their satisfaction with the
program that had been conducted in the interim between the 10th and
11th Sessions. As a result of these reports, the Contracting Parties
unanimously endorsed the training program as one of the positive
achievements of the General Agreement, and extended it into 1957. Because
of the success of the program, the Contracting Parties increased the num-
ber of trainees from 6 to 10, effective for the second half of 1957.
Financing of the increased number of trainees was made possible by the
United Nations Technical Assistance Administration, which granted addi-
tional fellowships.

At their 12th Session the Contracting Parties authorized the
Executive Secretary to accept trainees from countries that are not

contracting parties to the General Agreement. At both their 12th and

1/ See Operation of the Trade Agreements Program, 10th report, pp.
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13th Sessions the Contracting Parties extended the training program for

an additional year.

Financial and Budgetary Matters

At their 13th Session tée Contracting Parties approved the audit
of the 1957 accounts and the report by a working party--based on the
Executive Secretary's report--on the financing of the 1958 budget.
They also adopted an estimated budget ofk$607,910 for 1959, the U.S.
contribution to which is $102,280. As has been true for the past 6
years, the budget estimate for.the year 1959 was higher than that for
the preceding year. These successive budcstary increases are in large

part a result of the increasing workload of the GATT Secretariat.



Chapter 3

Actions of the United States Relating
to Its Trade Agreements Program

U.S. TRADE-AGREEMENT OBLIGATIONS

-

On June 30, 1959, the United States was a party to trade agreements
with 43 countries, the agreements having been negotiated under the author-
ity of the Trade Agreements Act, as amended and extended. l/ These
countries may be considered in two groups.

1. The first group consists of 35 countries that were contracting
parties to the General Agreement on Tariffs and Trade on the aforemen-
tioned date. 2/ These countries, together with the dates on which the
United States gave effect to the tariff concessions that it had ini-

tially negotiated with them, are listed below:

1/ For more detailed data on the trade agreements that the United
States has concluded with foreign countries, see U.S. Tariff Commission,
Trade Agreements Manual: A Summary of Selected Data Relating to Trade
Agreements Negotiated by the United States Since 1734, 3d ed., misc.
ser., 1959. ' :

2/ Four countries withdrew from the General Agreement between Oct. 30,
19L7, and June 30, 1959--the Republic of China, Lebanon, Liberia, and
Syria. On June 30, 1959, a total of 37 countries, including the United
States, were contracting parties to. the General Agreement. Although
Czechoslovakia was a contracting party to the agreement on that date,
neither Czechoslovakia nor the United States had any obligations to the
other under the agreement. On Sept. 29, 1951, the United States, with
the permission of the Contracting Parties, suspended all its obligations
to Czechoslovakia under the General Agreement. Subsequently, effective
Nov. 2, 1951, the United States suspended the application of trade-
agreement concessions to imports from Czechoslovakia.

125



126

Country Date Country Date
Australig-~~=emwa—m=- Jan. 1, 1948 : 1Indonesia 2/ ------- Mar. 11, 1948
Austria-—eecmvmdemena Oct. 19, 1951 : Italy-=-—=--—c=—e—-- May 30, 1950
Belgium 1/~eomeeeeme Jan. 1, 1948 : Japan-=-—eec——eeean Sept. 10, 1955
Brazil }7 ----------- July 31, 1948 : Luxembourg--------- Jan. 1, 1948
BUIMA~—m=m = mm e e July 30, 1948 : Malaya b/cceoeeeeen Do.
Canada 1/-m-ccmmmam- Jan. 1, 1948 : Netherlands Y/ J— Do.
Ceylon —— July 30, 1948 : New Zealand=~—===-- July 31, 1948
Chile—w~mmommmm————— Mar. 16,°1949 : Nicaragua---=—=-=-- May 28, 1950
O T Y S — Jan. 1, 1948 : Norway--=---=-----=July 11, 1948
Denmark-~———e—momee= May 28, 1950 : Pakistan--e-e====-- July 31, 1948
Dominican Republic--May 19, 1950 : Peru-—=-w=---c----- Oct. 7, 1951
Finland 1/ -emeemema- May 25, 1950 : Rhodesia and S
France l/--cewmen-m- Jan. 1, 1948 Nyasaland é/---——July 12, 1948
Germany (Federal ©: sweden 1/--eceeeen Apr. 30, 1950

Republic)==-mmmm=== Oct. 1, 1951 : Turkey l/e-ee-me~=-- Oct. 17, 1951
Ghana 2/-emm-mm—mane Jan. 1, 1948 : Union of South
Qreece===mm—=——e=-=- Mar. 9, 1950 : Africam-—mmem—ea— June 1L, 1948
Haiti 1/mmm=mmeemem- Jan. 1, 1950 : United Kingdom }/--Jan. 1, 19L8
India-~-c-eemmmmm——— July 9, 1948 : Uruguay 1/----—---- Dec. 16, 1953

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

2/ Ghana (formerly the British territories ol the Gold Coast and
Togoland) attained independence and became a menber of the British
Cormonwealth of Nations on Mar. 6, 1957. On Oct. 17, 1957, it became
a contracting party to the General Agreement in its owm right. The
agreement had previously applied to the Gold Coast as an area for which
the United Kingdom had international responsibility.

3/ The letherlands negotiated concessions on behalf of the Netherlands
Indies at Geneva in 1947. On Feb. 24, 1950, the Contracting Parties ‘
recognized the United States of Indonesia (now the Republic of Indonesia)
as a contracting party to the General Agreement in its own right.

4/ The TFederation of lalaya attained independence anc. became a member
of the British Cormonwealth of lations on Aug. 31, 1957. On Oct. 2k,
1957, it became a contracting party to the General Agreement in its
own right. The agreement had previously applied to Halaya as an area
for which the United Kingdom had international responsibility.

Q/ The Pederation of Rhodesia and lyasaland, composed of Southern
Rhodesia, Northern Rhodesin, and llyasaland, formally canc into existence
on Sept. 3, 1953. On Oct. 30, 1953, it succeeded to the status of
Southern Rhodesia as a contracting party to the General Agreenent,
and to the interests of Northern Rhodesia and Nyasaland, to which the
acrveenent had previously applied cs ereas for which the United Kingdom
had international responsibility.
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2. The second group consists of those eight countries that had
trade agreements with the United States but were not contracting parties
to the General Agreement. These countries, together with the effective

dates of the respective bilateral trade agreements, are as follows:

Country Date Country Date
Argentina-m—e=eee-=-- Nov. 15, 1941 : Irane-e-e--ee—=—<-=- June 28, 19LhL
El Salvadoree~e-=e=--- May 31, 1937 : Paraguay---------= Apr. 9, 1947
Honduras=-==--==—==- Mar. 2, 1936 : Switzerland 1/----Feb. 15, 1936
Iceland---—=mmmm=n== Nov. 19, 1943 : Venezuela 2/------ Dec. 16, 1939

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

g/ A supplementary trade agreement between the United States and

Venezuela became effective Oct. 11, 1952,

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

that are the product of ths Soviet Union or of Communist China. l/

7/ For details of U.S. action under secs. 5 and 11 of the Trade
Agreements Extension Act of 1951, see Operation of the Trade Agreements
Program, 6th report, pp. 77-78.
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TRADE~-AGREEMENT NEGOTIATIONS DURING 1958-59

During the period covered by this report, the United States partici-
pated in trade—agreemegt negotiations with Brazil, under the provisions
of the waiver that the Conﬁracting Parties granted to that country from
the provisions of paragraph 1 of article II of the General Agreements
with Australia and New Zealand, under the so-called special circumstances
provisions of the 1955 Declaration on the Continued Application of
Schedules; and with Austria, Finland, and the Netherlands (for Surinam);
under the provisions of revised article XXVIII of the General Agreement.
The United States carried out its tariff negotiations with these countries
under the procedures specified in the Trade Agreements Act, as amended

and extended, and in Executive Order 10082 of October 5, 1949.

Tariff Renegotliations With Brazil

On February 12, 1959, the Department of State announced that the
United States had concluded tariff negotiations with Brazil which were
part of a general renegotiation to establish a new Brazilian schedule
of concessions in the General Agreement on Tariffs and Trade. ’l/ The
negotiations betwaén Brazil and the.United States began at Geneva in
February 1958 and were concluded on Februéry 10, 1959, with the signature
by the two countries of a protocol to the General Agreement and of

documents embodying the results of the renegotiations.

T/ Department of otate bulletin, vol. XL, Mar. 2, 1959, P. JO5.
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History of the renegotiations

On October 31, 1957, the interdepartmental Committee for Reciprocity
Information announced that it would hold a public hearing on December 5,
1957, to obtain views and information on the proposed U.S. participation
in tariff negotiations with Brazil. Such negotiations were provided for
in a waiver of certain Brazilian obligations under the General Agreement
granted to Brazil by the Contracting Parties on November 16, 1956.

At the 10th Session of the Contracting Parties in 1955 Brazil
advised the Contracting Parties that it intended to submit a draft of a
new customs tariff to the Bra%ilian Congress; the draft tariff was sub-
mitted to the Congress in 1956. According to Brazil its old tariff did
not provide sufficient revenue or protection and its nomenclature was
confusing and obsolete. For these and other reasons, Brazil stated, it
had been forced to impose quantitative restrictions on imports and to
adopt exchange controls.

At their 11th Session in 1956 the Contracting Parties discussed
the effect of the proposed new tariff on Brazil's obligations under
article 11 of the General Agreement. The Brazilian representative
states that although exchange controls would still be necessary to main-
tain currency stability and to assist in his country's economic develop-
ment, the new tariff would result in‘no ohange in the volume or comﬁositicn
of imports. According to him, the new tariff would merely entail the
obtaining from import duties of revenue currently obtained under the
auction system of exchange control. Because of the urgency and excep-
tional nature of the circumstances that it felt applied to its case;

Brazil requested the Contracting Parties to grant it a waiver under the
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provisions of article XXV rather than under the provisions of article
XXVIII, which are applicable to a complete tariff revision.

Under the general walver power provided for in paragraph S of
article XXV, the Contracting Parties granted Brazil a waiver from the
provisions of paragraph 1 of ar@icle II. }/ Under the terms of the
waiver, Brazil was relieved of the obligation to renegotiate existing
tariff concessions before making effective the higher rates of its new
tariff. Inasmich as the decision of the Contracting Parties permitted
Brazil to suspend its tariff concessions to the other contracting parties
when its new tariff became effeétive, the decision included certain
terms and conditions designed to protect the other contracting parties.,
Included were a provision that any contracting party would be free to
.unilaterally suspend its concessions to Brazil; a requirement that Brazil.
negotiate to establish a new schedule to the General Agreement as soon
as possible after its new tariff was enacted; and a provision that per-
mitted termination of all GATT obligations between Brazil and any other
contracting party if the situation resulting from the negotiations was
not satisfactory tg both.

The new Brazilian tariff, which became effective on August 1i, 1957,
not only involved changes in nomenclature but also substituted a new

schedule of ad valorem rates of duty for the former specific rates. The

1/ For the text of the waiver and the report of the working party, see
Contracting Parties to the General Agreement on Tariffs and Trade, Basic
Instruments and Selected Documents: 5th supp., Decisions, Reports, etc.
of the Eleventh Session, Procedures and Index, Sales No.: GATT7T§§7-E,
Geneva, 19571, pp. 36-30, 122-125.
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new rates of duty, many of which are substantially higher than the old
ones, also reflect incorporation into the customs tariff of part of
the burden on imports fepresented by the former foreign-exchange premiums
(agios), as well as other taxes on imports. The rates of duty in the new
tariff have the effect of ;ubstantially modifying the concessions that
Brazil had granted in the General Agreement, including those 1t had
granted to the United States. The tariff negotiations between Brazil
and other contracting parties to the General Agreement were designed to
provide compensatory adjustments for the increases in the import duties
on commodities listed in Brazil's schedule of the General Agreement.

To establish its new schedule of tariff concessions under the
General Agreement, Brazil conducted two kinds of negotiations:
(1) Those with 1L contracting parties with which Brazil had previously
negotiated under the General Agreement; and (2) those with 2 other
contracting parties--Denmark and Japan--with which Brazil had not pre-
viously negotiated. The individual negotiations between Brazil and
certain of these contracting parties subsequently were incorporated in
a single multilateral agrecment designed to become effective when agreed
to by all the contracting parties to the General Agreement. }/ The pro-
tocol adopted embodies the results of Brazil's negotiations with a number
of contracting parties that were completed on the scheduled date for its

opening. The protocol provides, however, that the results of negotiations

1/ For the text of the agreement, see Contracting Parties to GATT,
Protocol Relating to Negotiations for the Establishment of New Schedule III-~-
Brazil--to the General Agreement on Tariffs and Trade, Geneva, 1950.
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completed after its opening are to become a part of the original instru-
ment through signature of procgs-verbaux which will be published as the
“individual negotiations are concluded.

Renegotiations between Brazil and the United States began at Geneva
in February 1958, and were concluded on February 10, 1959, with the
signature by the two countries of a procés-verbal embodying the results
of the renegotiations. The concessions that Brazil granted to the United
States and the status of U.S. concessions to Brazil under the General
Agreement are summarized below. l/ By the close of the period covered
in this report the Braziliag Congress had not ratified the results of
the renegotiations and therefore neither the concessions that Brazil
granted to the United States nor the changes negotiated in the status of

U.S. concessions to Brazil had become effective.

;/ For a detailed analysis of the concessions that Brazil granted to
the United States, as well as the complete schedule of concessions, see
U.S. Department of State, General Agreement on Tariffs and Trade: _An-
alysis of the 1958 Brazilian Tariff Renegotiation With the United States,
Pub, 6775 (Comm. Pol. Ser. 170), March 1959. Brazil's new tarifr,
which is based on the Brussels Nomenclature, is much more detailed than
the old tariff; the 1,300 items in the old tariff nomenclature on which
Brazil had granted concessions in its former schedule of the General
Agreement correspond to more than 4,000 items in the new tariff. For
this reason it is impossible to determine accurately the value of
Brazilian imports from the United States of many of the commodities now
specifically provided for in the new tariff but formerly included in
more general categories. For the same reason it is difficult--for
purposes of assessing the degree of change in rates from the old tariff
to the new--to determine the ad valorem equivalents of the former spe-
cific duties. The trade statistics in the Department of State analysis,
therefore, are in some instances based on estimates; for many commodities
the data are not available,
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Concessions granted to the United States by Bragil

In the 1958-59 tariff renegotiations, Brazil granted the United
States concessions on commodities the imports of which from the United
States were valued at about.$129 million in 1956, 1/ or somewhat more
than one-third of total Brazilian imports from the United States in
that year. The trade coverage of the Brazilian concesslons included
(1) about $57 million accounted for by concessions previously negotiated
with the United States; (2) about $61 million accounted for by concessions
formerly negotiated with other contracting parties to the General
Agreement, but now granted tolthe United States because of its new, and
more important, supplier position; and (3) about $11 million accounted
for by concessions on commodities not previously included in the Brazilian
schedule.

Brazil's total imports of merchandise from the United States in
1956 were valued at $365 million. Imports of commodities amounting to
$107 million of this total were formerly subject to concessions that
Brazil had granted to the United States under the General Agreement on
Tariffs and Trade. In the 1958-59 renegotiations Brazil granted the
United States coﬁcessioné on slightly more than half ($57 million) of
the commodities which accounted for the $107 million mentioned above.
About 80 percent of these new concessions involve rates of duty at or
below the average ad valorem equivalent of the specific duty formerly
negotiated with the United States on the product concerned. The principal

commodities in this group are aircraft, aircraft engines and structural

l/ The last full year during which Brazil's former schedule of
concessions was in effect.
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