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Preface

This report, the 18th issued by the United States Tariff Commis-
sion on the operation of the trade agreements program, relates to the
period from January 1, 1966,. through Decémber 31, 1966.- The report
is made pursuant to section 402(b) of the Trade Expansion Act of 1962
(76 stat. 902), which requires the dommission to submit to the
Congress, at least once a year, a factual report on the operation of
the trade agreements prbgram. 1/

During the year covered by this report, the sixth (Kennedy) round
of muiltilateral trade-agreement negotiations continued to be the prin-
cipal concern of the Contracting Parties to the General Agreement on
Tariffs and Trade (GATT). The Contracting Parties held their 23rd
Session in the spring of 1966. Also during the year, the members of
the Euroﬁean Free Trade Association (EFTA), after having completed a
6%-year transition period, achieved their basic objective of establish-
ing a free trade area for industrial commodities. In recognition of
that achievement, the 18th report presents a comprehensive account of
the development of the EFTA, as well as an analysis of the efféct of

this regional arrangement on the trade between its members and third

countries (including the United States).

l/ The first report in this series was U.S. Teriff Commission, Qper-
ation of the Trade Agreements Program, June 1934 to April 1948, Rept.
No. 160, 2d ser.,. 1949. Hereafter that report will be cited as Opera-
tion of the Trade Agreements Program, lst report. The 2d, 3d, and suc-
ceeding reports of the Tariff Commission on the operation of the trade
agreements program will be cited in similar short form.
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The 18th report also covers other important developments during
1966 respecting the trade agreements program. These include the
actions of the United States relating to its trade agreements program;
the major developments relating to the general"provisions and adminis-
tration of the GATT; and the major commercial policy developments in
countries with which the United States has trade agreements.

The Trade Expansion Act of 1962 provided the legal framework for
conducf of the trade agreements program during the year under review.

This feport was prepared principally by john ¥. Hennessey, Jr;,

Magdolna Kornis, and George C. Nichols.
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Chapter I

U,S, ITmplementation of the
Tradc Agreements Program

In 1966)the United States had trade-agreement obligations in
force with most countries of the world. Most of these obligations had
been contracted as a result of U,S. participation in thé General Agree-
ment on Tariffs and Trade (GATT). Some had been contracted through
bilateral agreements between the United States and certain individual
countries,

This chapter discusses the implementation of the U.S. trade-~
agreement obligations during 1966. The major topics are treated in 5
separate sections, as follows: Status of U.S. trade-agreement obli-
gations; trade-agreement negotiations during the year; implementation
of the U.S.~Canadian automotive agreement; participation in the Long-
Term Arrangement Concerning Trade in Cotton Textiles; and U.S. Govern-

ment actions affecting trade-agreement items.

Status of U.S. Trade Agreement Obligations

U.S. trade-agreement obligations have been incurred through 2
basic types of agreements: Multilateral, resulting through U.S. par-
ticipation as a contracting party to the General Agreement on Tariffs
and Trade,.and bilateral, resulting from various bilateral negotiations
with individual countries. In recent years, commitments negotiated
under multilateral arrangements have predominated; the once-numerous
U.S. bilateral agreements have declined in number to a comparative few,
owing principally to the accession to the GATT of former bilateral

partners of the United States,



At the close of 1966, the United States had trade-agreement com-
mitments in force with 76 countries. Trade-agreement obligations with
68 of these countries were the result of their common membership with
the United States as full contracting parties to the GATT. Similar
obligati&ns were in effect with U provisional contracting parties to
the GATT ;/ and with 4 non-members of the GATT through bilateral trade
agreements. During 1966, L4 countries acceded to full membership in
the GATT; the United States already had trade-agreement obligations
in force with 2 of these countries. 2/

The countries with which the United States had trade-agreement
commitments in force on December 31, 1966, were as follows:

GATT - Full Contracting Parties 3/

Australia Central African Cyprus Germany, Fed.
Austria Republic Dahomey Rep. of
Belgium Ceylon Denmark Ghana

Brazil Chad Dominican Republic Greece

Burma Chile Finland Guyana 5/
Burundi Congo (Brazza- France Haiti
Cameroon ville) Gabon India

Canada Cuba L4/ Gambia Indonesia

1/ Obligations with 2 of these countries (Argentins and lceland) Te-
sulted from both provisional GATT membership and bilateral trade agree-
ments.

2/ Yugoslavia and Switzerland had been provisional contracting parties
to the GATT; Switzerland also had a bilateral trade agreement in force
with the United States.

3/ Czechoslovakia was also a full contracting party to the General
Agreement; however, with the permission of the Contracting Parties, the
ggéied States had suspended its obligations to that country in November

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

5/ Acceded during 1966.



Israel Mauritania Senegal Upper Volta
Italy Netherlands Sierra Leone Uruguay
Lvory Coast New Zealand South Africa Yugoslavia 1/
Jamaica Nicaragua Spain
Japan Niger Sweden
Kenya Nigeria Switzerland 1/
Kuwait " Norway Tanzania,
Luxembourg Pakistan Togo
Madagascar Peru Trinidad and Tobago
Malawi Portugal Turkey
Malaysia Rhodesia Uganda,
Malta Rwanda 1/ United Kingdom
GATT - Provisional Contracting Parties
Argentina Tunisia
Iceland ‘ United Arab Republic
Bilateral Trade Agreements

Argentina 2/ Iceland

El Salvador 3/ Paraguay 3/

Honduras g/ Venezuela

The accgssions by the 4 countries to full membership in the Gen-
eral Agreement during 1966 did not result in a material increase in
U.S. trade-agreement obligations. Two of the 4 countries that became
full members of the GATT in 1966--Switzerland and Yugoslavia--acceded
under Article XXXIITI of the General Agreement, which provides for the

customary procedure of becoming a contracting party. The 2 other new

1/ Acceded during 1966.

g/ By an exchange of notes, the governments of the United States and
Argentina in August 1966 recognized that the trade agreement negotiated
in 1941 had been rendered inoperative by the entry into force of new
tariff schedules by both the United States and Argentina and provided
for the termination of the agreement and related understandings upon
the accession of Argentina to full membership in the GATT.

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



full members--Guyana and Rwanda--acceded under Article XXVI of the Gen-
eral Agreement, which permits a contracting party to sponsor the ac-
cession of a former territory on behalf of which it had previously
accepted the rights.and obligations of the General Agreement. l/

w The accession by Switzerland to full membership in the GATT did
not result in any change in U.S. or Swiss import duties on commodities
‘traded between the United States and that country. Switzerland had
been ﬁ provisional member of the GATT for several years before 1966,
and it had had a bilateral trade agreement in force with the United
States since 1936:. As a result, each ¢ountry had been according most-
favored-nation treatment to the other. The bilateral agreement was
not terminated on Switzerland's accession to full membership, but sus-
pended as long as both countries remain members of the GATT.

The United States had had no trade agreement commitments in
force with Yugoslavia before that country acceded fully to the General
Agreement in 1966, 2/ The United States, however, had applied trade-
agreement rates of duty to goods imported from that country under its
traditional policy of "generalizing" its trade-agreement concessions
to all countries. The accessionlby Yugoslavia to full membership in:
the GATT did not, therefore, result in any change in the prevailaing

U.S. duties on commodities imported from that country.

1/ Before achieving its independence in 1966, Cuyana had been a
Crown Colony of the United Kingdom. Rwanda had been a United Nations
trusteeship territory, administered by Belgium, before achieving its
independence in 1962.

g/ Although Yugoslavia became a provisional member of the General
Agreement in 1963, the United States did not accept the declaration
of provisional accession for it.



During 1966, several countries participated in the activitieé
sponsored under the General Agreement, either on a de facto basis ;/
or under speciél arrangements, thereby establishing limited trade-
agreement relations with the United Stetes. On December 31, 1966,

8 countries--Algeria, Botswana, Congo (Kinshasa), Lesotho, the Maldive
Islands, Mali, Singapore, and Zambia--were applying the Generai Agree-
ment on a de facto basis, while 2 countries--Cambodia and Poland-;did

so under special arrangements. 2/

Trade-Agreement Negotiations
During 1966, the United States continued to participate in the
sixth (Kennedy) round of trade agreement negotiations sf;nsored under
the General Agreement on Tariffs and Trade. The United States also ne-
gotlated with several countries concerning claims for compensation

arising from its adoption in 1963 of revised tariff schedules.

The sixth round of tariff negotiations under the GATT

The sixth round of GATT tariff negotiations, which had begun in

May 1964, was still in process at Geneva, Switzerland, throughout 1966.

1/ In November 1960, the Contracting Parties had established a policy
whereby the provisions of the General Agreement could be applied for a
" period of 2 years, subject to reciprocity, to a newly independent coun-
try to which, as a territory, the General Agreement had previously been
applied. During this 2-year transition period, such a country could ne-
gotiate its future relations with the contracting parties to the Gen-
eral Agreement. In some instances, the Contracting Parties extended
the de facto status beyond 2 years. :

_/ Cambodia had been participating in the work of the Contracting Par-
ties since November 1958 under a special arrangement similar to a pro-
visional accession; Poland had been participating since November 1959
on a more limited basis.



These negotiations were expected to términatg by June 1967. ;/

During 1966, the Contracting Parties to the GATT continued to
negotiate on the many problems involved in the Kennedy round. They
discussed extensively various problems of mutual interest, including:
Tariff disparities; nontariff barriers; the "American Selling Price"
method of valuation for duty purposes; the establishment by the Euro-
pean Economic Community (EEC) of acceptable minimum prices for specific
produét groups, especially for grains and certain chemicals; and aid
in the form of food (mainly grains) to the less-developed countries.

By the end of the year under consideration, the participants report-
edly had made considerable progress, but the major issues had yet to
be resolved,

During 1966 the negotiatora continued their discussions on the
problems of teriff disparities and nontariff barriers. Tariff dis-
paritiés were deemed to exist when the respettive rates of duty with-
in one country's tariff schedule differed more widely from one another
than did those in the tariff schedules of other countries--even though
the average rate of duty for all commodities might be approximately
the same. As linear duty reductions would not eliminate such dispari-
ties, 1t was argued that speciai duty-reduction rules should be applied
to them, Nontariff barriers to trade, on the other hand, were held to

consist.of a variety of direct quantitative restrictions, legal de-

vices, and administrative regulations that discriminate against

l/'For a more detailed account of the procedures involved in the
preparation for trade-agreement negotiations, as provided in the Trade
Expansion Act of 1962, consult the Appendix to Operation of the Trade
Agreements Program, 17th report, pp. 85-97, See also chapter 2 of

this report.




imported commodities. The countries participating in these discussions
made some progress toward mutual agreement during 1966; it appeared at
the close of the year that some reconciliation of differences on the
problem of tariff disparities might be achieved early in 1967, but

that the prospec£s for the significant removal of nontariff barriers
by the negotiating countries were slight.

At the negotiations, the Contracting Parties spent considerable
time during 1966 discussing the "American Selling Price" system of val-
uation. Under this valuation system, the dutiable value of some U.S.
imports of benzenoid chemicals and certain other products has been
based on the "American Selling Price" (ASP) of similar domestic prod-
ucts rather than the export value or foreign value of the imported
products. l/ The European Economic Community and the United Kingdom
sought the elimination of the ASP valuation system in return for reduc-
tions in their own tariff rates on imports of chemicals. The United

States offered to eliminate the ASP system where applicable(ad refer-

endum, since elimination would require approval by Congress), in

1/ The term "American Selling Price” (ASP) refers to the wholesale
price in the United States of a domestically produced article like or
similar to, or competitive with, an imported product. In the case of
benzenoid chemicals, if no competitive domestic product is marketed
in the United States, an imported chemical is dutiable on the basis of
- U.S, value, i.e.,, the wholesale market price in the United States of
identical or similar imported merchandise, less the import duty, inter-
country freight and insurance, related costs, and profits; if U.S.
value cannot be established, the imported article is appraised on the
basis of its export value in the country of origin or its constructed
value.



return for significant tariff concessions from other countries, as
well as substantial reductions of certain nontariff barriers. 1/

Only limited progress was made by the negotiators in 1966 in
reaching agreement to reduce their respective import duties in various
categories of products. The GATT members achieved some progress during
the year toward agreement on the reduction of customs duties applica-
ble to such products as steel, aluminum, and pulp and paper. Never-
theléss, the final reductions of such duties were expected to be mod-
erate, owing to the réluctance of the major producer-countries to elimi-
nate protective barriers. The Contracting Parties made little progress
during 1966 toward agreement to reduce duties on textiies. Textile
interests in both the United States and other countries continued to
be highly concerned about imports of competing.textile products from
foreign sources. The United States, on its part, favored an extension
of the Long-ferm Arrangement Concerning Trade in Cotton Textiles for
more than the usual l-year period. 2/

During 1966 the negotiators sought to establish acceptable maximum
and minimum prices for wheat and other grainé, through the International
Wheat Agreement. The participants in the Agreement included the major
world producers and exporters of grain, The United States, on its part,

wanted a level of prices that would permit greater access to European

l/ The Tariff Commission held public hearings and prepared a list of
foreign-value "equivalents" of the rates levied under the ASP valuation
system. These "equivalent rates" were calculated on the assumption that
they generally wouldyield the same amount of duty as did the prevailing
rates levied on ASP valuations. . '

2/ For a detailed description of the U,S. participation in the LTA on
cotton textiles, see p. 17.



markets for its grain. It also proposed that tPe major grain-producing
and exporting countries set aside substantial quantities of grains to
be distributed as food aid to undernourished people in developing coun-
tries. The quantities to be thus allocated were to be determined by
the Contracting farties and the necessary financing 1/ was to be pro-
videa jouintly by the leading graln-éxporting and- grain-importing coun-
tries. By December 1966, the Contracting Parties had examined the U.S.
food-aid proposal and appeared to be close to agreement on grain prices.
As indicated above, the Kennedy-round negotiations had yielded
only a few substantive a?hievements by the end of 1966. Most partici-
pants in the negotiations, however, believed that the principal issues
involved had been thoroughly explored and that most of them could bé

resolved before the conclusion of the Kennedy round scheduled for

June 30, 1967.

Negotiations regarding the revised U.S: tariff schedules

During 1966, the United States continued to negotiate with its GATT

trading partners with a view to bringing its schedule of concessions - .

1/ The cost of providing grains to relieve urgent needs in develop-
ing countries was to be shared in varying proportions by the leading
world exporters and importers of grains; these included the United
States, Canada, Australis, the European Economic Community, the United
.Kingdom and other countries of the European Free Trade Association,
and Japan. The exporting countries were to donate quantities of grain
primarily, whereas the importing countries were to contribute monetary
aid to finance added quantities of grain and to help defray the ship-
ping costs. All participating nations having merchant fleets were to
make shipping space available for transporting the food to its destina-
tions. .



10

uhder the GATT into conformity with the newly-adopted Tariff Schedules
of the United States (TSUS). 1/ By the end of the year, these renego-
tiations were largely completed. During the year the United States
successfully renegotiated its concessions with 2 GATT members--the
United Kingdom and Japan; earlier, it had reached agreement with 25
other contracting parties g/ and with one that was only provisionally
so, Iceland.

The entry of the @SUS into force in 1963, and its amendment later
by the Tariff Schedules Technical Amendments Act of.1965, had resulted
in numerous incidental changes in U.S. rates of duty on imports. On
the whole, reductions in duty had offset increases. Nevertheless,
some countfies claimed that such duty changes adversely affécted the
trade-agreement commitments that had been made by the United States to
them. Accordingly, the United States undertook the aforementioned nego-
tiations, and granted some of the countries rew tariff concessions to
compensate them for the impairment of previous U.S. concessions.

On April 5, 1966, the United States and the United Kingdom signed
an interim agreement relating to the renegotiétion of Schedule XX

(United States) to the GATT. 3/ The United States agreed to: (a) reduce

1/ The TSUS became effective on August 31, 1963. The revised sched-
ules replaced those originally set forth in the Tariff Act of 1930, as
amended. For more background on the TSUS, see Operation of the Trade
Agreements Program, 16th and 17th reports.

2/ Australia, Austria, Brazil, Canada, Ceylon, Chile, Denmark, Domini-
can Republic, Finland, Greece, Haiti, India, Indonesia, Israel, New Zea-
land, Nicaragua, Norway, Pakistan, Peru, Portugal, Rhodesia, Spain,
Switzerland, Turkey, and Uruguay.

;/ The interim agreement also pertained to Hong Kong, for which the
United Kingdom had accepted the GATT.
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the rates of duty on 3 categories of imports of interest to the United
Kingdom, in order to compensate for increases of duty on other commod-
"~ jities of U.Ksiofigin; and (b) bind the duty on aircraft parts at the
level that had been extended to Canada tﬁrough a similar renegotiation
agreement that had become effective on January 1, 1966, These duty re-
ductions were to become effective in 5 annual steps, during the period
1966-70. The products, and both the former and reduced rates of duty
(in parenthesis) affected by this agreement, were as follows: Bamboo,
rattan, willow or chip articles (from 25 to 20 percent); porcelain
articles (from 45 to 22.5 percent); and ivory articles (from 12 to 8
percent).

On September 6, 1966, the United States and Japan signed an in;
terim agreement, also relating to the renegotiation of Schedule XX to
the GATT; Under this agreement, the United States granted new tariff
concessions to Japan in lieu of previous concessions that had been im-
paired by the implementation of the TSUS. These reductions in duty
were to enter into force in 5 annual stages, during the period 1966-70.'
Specifically, the U.S. granted Japan concessions on 21 U.S, tariff
items; it also bound to Japan duty reductions already provided for in

similar U.S. agreements with Canada and the United Kingdom. The new
U.S. concessions to Japan involved reduction in duties on such prod;
ucts as plastic articles,!blinds and shutters, ceramic plumbing fix-
tures, therapeutic appliances, optical microscopes, slide projectors,
imitation pearls, slide'fasteners,.pocket lighters, toys, and mechan-

ical pencils.,
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On December 31, 1966, the remaining: renegotiations between the
United States and other GATT members concerning the new Tariff Sched-
ules of the United States were in various stages of progress. The re-
spective contracting parties involved were the European Economic Com-
munity, Sweden, and South Africa.

In other negotiations during 1966, the United States and Argen-
tina mutually recognized that the entry into force of new tariff sched-
ules Sy both countries had rendered inoperative their bilateral trade
agreement that had been in force between them since 1941, Accordingly,
the 2 countries agreed to terminate that agreement and related under-
standings between the 2 nations, upon the accession of Argentina to

full membership in the GATT. 1/

Implementation of the U.S.-Canadian Automotive Agreement

By the end of 1966, the U.S.-Canadian automotive agreement had
been in effect for 2 years. The limited free trade in motor vehicles
and original equipment parts therefor provided by the Agreement had
been ihaugurated by Canads in January 1965 and by the United States
in December 1965 (retroactive to January). In 1966,U.S.-Canadian
trade in automotive products was substantially larger than in the
immediately preceding years. The value of U.S. exports of automotive
products to Canada in 1966 was nearly 50 percent larger than in 1965,
and the Qalue of U,S. imports of Canadian automotive products in 1966

was L4 times as large as that in 1965, The U.S, export balance of trade

. 1/ As of December 31, 1966, Argentina still had the status of a pro-
visional contracting party to ithe GATT.
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in automotive products with Canada was about 30 percent smaller in 1966
than in 1965.

In enacting the Automotive Products Trade Act of 1965 (which granted
the President the authority needed to cafry out the Agfeement), the Con- -
‘gress had established procedures whereby firms or groups of workers
could apply for adjustment assistanée to offset dislocations resulting
from the implementation of the Act. Five petitions for such adjustment
assistance were filed in 1966--all by groups of workers. In-the 4 in-
stances in which decisions were feached before the close of the year,
the groups of workers concerned were found to be eligible for assistance.

At the request of the United States,the Contracting Parties to the
General Agreement on Tariffs and Trade granted the United States a waiver
of its most-favored-nation obligation; such waiver permitted the Unitea
States to accord duty-free entry of automotive products only to Canada

without violating its GATT obligations.

U.S. and Canadian production and trade in automotive products

In both Canada and the United States, the production of motor ve-
hicles, and employment in the automotive industr& as a whole, continued
at high levels in 1966, stimulated largely by the prosperity that pre-
vailed in both countries. In Canada, the production of motor vehicles
reached record levels in 1966. In the United States, the output of
motor vehicles in 1966 was surpassed only by the record level in 1965.

During 1966 the annual U.S. production of motor vehicles totaled

10.4 million units; the output in that year was below that in 1965
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(11.1 million) but larger than that in 196u.(9.3 million). The annual
Canadian production of motor vehicles in 1966 rose to 907,000 units,
from 855,000 units in 1965 and 671,000 in 1964, Thus, Canada's share
in the aggregate number of motor vehicles assembled in the two coun-
tries increased féom.6.7 percent in 1964 to 7.1l percent in 1965 and to
8 percent’in 1966. }/ Canada's increased share in the combined output
‘of motor vehicles in the 2 countries is attributable in considerable
part fq the implementation of the U.S.-Canadian automotive agreement,
Another factor was the more rapid rate of growth of the consumer market
for automotive products in Canada than in the United States.

Betﬁeen June 1§6h and June 1966, the average monthly employment
in the U.S. motor vehicle and equipment industry increased from 766,000
to 894,000 workers, or by 17 percent. During fhe same 2-year period,
the average monthly employment in the Canadian automotive industry

“rose from 72,000 to nearly 88,000 workers, or by 22 percent.

The total two-way trade in automotive products between the United
States and Canada was valued at $2.1 billion in 1966. The value of
such trade totaled $1.1 billion in 1965, the year in which the U,S,-
Canadian automotive agreement became effective, and $730 million in

196Lk. Both U.S. exports to Canada and Canadian exports to the United

1/ Canada's share of the value of the combined 2-nation output of
motor vehicles was materially less than the percentages shown in the
text, as Canadian-assembled vehicles incorporated a considerable pro--
portion of parts made in the United States and U,S.-assembled vehicles
only a negligible proportion of parts made in Canada. Canada's share
of such aggregate annual value undoubtedly increased in 1964-66, but
the Tariff Commission does not have data by wvhich to qualify such
increase,
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States rose materially. In 1966, U.S. exports of automotive products
to Canada were valued at $1.3 billion, which was almost twice the value
of such exports in 196L4. Canadian exports to the United States were
valued at US$800 million in 1966, which was more than 10 times the
value of such trade in 1964. The U.S. export balance in its automotive
trade with Canada was $486 million in 1966, compared with $692 million
in 1965 and $578 million in 1964,

In 1966, Canada was the majof foreign market for U.S. exports of
automotive products and the chief supplier of U.S8. imports of such prod-
ucts. Canada took 66 percent of U.S. exports of such products in 1966,
compared with 42 percenﬁ in 1965 and 37 percent in 1964, Canada sup-
plied 45 percent of U.S. imports of automotive products in 1966 (re-
placing West Germany as the principal supplier), compared with 23 per-.

cent in 1965 and 11 percent in 196k,

Action on petitions filed

In 1966, 1/ 5 groups of workers filed petitions under the Auto-
motive Products Trade Act, requeéting determination of the eligibility
of the workers involved to apply for adjustment assistance. Né firms
filed petitions for assistance during the year.

The petitions filed in 1966 were as follows:

(1) The United Automobile Workers' (UAW) International Union,

on behalf of Local 918, for workers at the Ford Motor

Company's Pennsauken, New Jersey, parts depot, in Febru-

ary 1966.

1/ Although the Automotive Products Trade Act of 1965 was enacted in
October 1965, petitions for adjustment assistance could not under that
law be filed until mid-January 1966.
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(2) The UAW International Union, on behalf of Local No.
1231, for workers at General Motors' soft-trim plant
(Fisher Body plant No, 2), Grand Rapids, Michigan,
in April 1966.

(3) Shopmen's Local No. 539 of the International Associa-
tion of Bridge, Structural and Ornamental Iron Workers
for workers at the Fram Corporation's plant, Birmingham,
Alabama, in June 1966.

(4) Mr. Lawrence Weber, on behalf of workers formerly em-
ployed by the Maremont Corporation's Gabriel Division
Plant, Cleveland, Ohio, in October 1G66.

(5) The UAW International Union, on behalf of Local No. 237,
for workers at the Borg-Warner Corporation, Mechanics
Universal Joint Division, Memphis, Tennessee, in Decem-
ber 1966.

These petitions were filed with thle Automotive Agreement Adjust-
ment Assistance Board; the Board, comprised of the Secretaries of Com-
merce, Labor, and Treasury, had been delegated by the President the
function of determining the eligibility of petitioners for adjustment
assistance. In accordance with the procedurés established in the Act,
the Board requested the Tariff Commission to conduct an investigation
of the facts related to each petition and prepare & report to assist
the Board in making its determination. By the end of 1966, the Board
had made its determinations with respect to the first 4 petitions
listed above; the Board determined in each case that the operation of
the Agreement had been the primary factor causing the actual or threat-
ened unemployment or underemployment of the petitioning workers.
Accordingly, the Board certified that certain workers were eligible

to apply for adjustment assistance; it was estimated that the workers

covered by such certifications totaled 200 at the Ford depot, 400 at
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the General Motors plant, 125 at the Fram plant, and 450 at the Mare-
mont Corporation. By the end of 1966, therefore, the Board had de-
termined that almost 1,200 workers were eligible for adjustment |
benefits.

Under the AfTA, assistance to workers could consist of unemploy-
ment (trade readjustment) compensation, training, and relocation allow-
ances. 1/ By December 31, 1966, nearly one million dollars had been
paid by the Federal Govermment either directly to claimants under the
APTA or to the States to cover the unemployment insurance drawn by

workers determined to be eligible for adjustment assistance.

Participation in the Long-Term Cotton Textile
Arrangement

During 1966, the United States continued to participate in the
Long-Term Arrangement (LTA) Concerning Trade in Cotton Textiles. 2/
In connection therewith, it also continued to maintain bilateral agree-
ments concerning cotton textlles with a number of countries that in-
cluded both participants and non-participants in the LTA. Meénwhile,
U.S. imports of cotton, yarn, and fabrics, primarily from LTA-
participating countries, increased substantially.

By the.end of the year, it was apparent that the developing coun-
tries, whose exports of cotton goods had expanded substantially in pre-

vious years, would be confronted with greater difficulty in attempting

;/ Adjustment assistance to firms could consist of technical, finan-
cilal, or tax assistance.

g/ For a more detailed account of the history and provisions of the
LTA, and of earlier U.S. participation, see Operation of the Trade
Agreements Program, 15th, 16th, and 17th Reports.
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to increase these exports because of (a) the increasing share gained
by textiles produced from manmade fibers in the textile consumption of
industrialized countries, and (b) the expansion of domestic textile
production in developing countries that had previously imported tex-
tiles from other developing countries. The consumption of cotton
goods was expected to increase more noticeably in the developing coun-
tries than in the developed countries.

The Long-Term Arrangement was negotiated under the sponsorship of
the GATT; it entered into force for a period of 5 years, beginning
October 1, 1962. l/ It was designed to prevent market disruption in
countries that import substantial quantities of cotton textiles and,
at thé same time, to facilitate economic expansion in the less-
developed countries that produce cotton textiles.

On December 31, 1966, 30 countries were participating in the LTA.
These countries are grouped below, as follows:

Group I - Industrialized countries

Australia Finland Netherlands

Austria France ‘ Norway

Belgium Germany, Federal Sweden

Canada Republic of United Kingdom

Denmark Italy United States
Luxembourg

Group II - Developing countries .

Colombia Jamaica Republic of Korea
Greece Mexico Spain

Hong Kong Pakistan Turkey

India Portugal United Arab Republic
Israel Rep. of China (Taiwan)

l/ in early 1967, the Arrangement was exténded for 3 additional yeérs.
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Group III - Industrialized - Exporter country
Japan
Greece acceded to the LTA during 1966, Colombia, South Korea, Mexico,
and the Republic of China, though participants in the LTA, were not
contracting part&es to the GATT.

Under Article 3 of the LTA, a participant whose market is experienc-
ing, or is threatened with, disruption by imports of cotton textiles |
may request another participant to restrict its exports of such prod-
ucts to a, designated level. l/ If the exporting country does not com-
ply with the request within 60 days, the importing counfry is author-
ized to restrict entry of the-products concerned to the level requestéd--
such action being termed a "restraint." 2/ At the close of 1966, the
United States was imposing 17 restraints under Article 3, involving
imports from 3 countries (Brazil, Malaysia and Poland 3/). At the be-
ginnihg of the year, 45 such restraints were being imposed, involving
imports from 4 countries; the bulk of these were continued under
Article 4 when the United States concluded a formal bilateral agree-
ment with Hong Kong in August 1966. No restraints were imposed against

U.S. exports of cotton textiles during 1966 under Article 3...

l/'The minimum annual level that may be requested is the equivalent
of actual exports (or imports) of the products concerned during the
year terminating 3 months before the month in which the request is made.

g/ A restreint is a restriction on imports of a specified category
(or group of categories) from a single country. U.S. imports of cotton
textiles have been subdivided into 6l categories for administrative
purposes.

3/ Poland was not a participant in the LTA, as of December 31, 1966;
Article 3 restraints, however, may be imposed against both participat-
ing and non-participating countries.
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On several occasions during 1966, the United States made use of
Article 4 of the LTA, which permitted LTA members to enter into bi-
lateral asgreements concerning cotton textiles. These agreements céuld
be concluded either'between LTA participants or between participants'
and non—participanfs, provided thgt the terms of the agreements were -
compatible with the basic aims of the multilateral arrangement. During
1966, the United States entered into bilateral agreements with Hong Kong,
Pakisfan, Poland, and Singapore; agreements with 17 other countries,
negotiated in earlier years, were continued through the year. Such
bilateral agreements were responsible for most of the restrictions im-
~ posed on‘U.S. imports of cotton textiles pursuant to the LTA during
the year. At the close of 1966, the United States had bilaferél agree-

ments concerning cotton textiles in effect with the following countries:

Colombia 1/ Japan . Republic of China 1
Greece " Korea 1/ Ryukyu Islands 1/4
Hong Kong 2/3/ Mexico 1/ Singapore 2/L

India Pakistan 2/ Spain

Israel Philippines 1/4/ Turkey

Italy Poland 2/4/ United Arab Republic
Jamaica Portugal 5/ Yugoslavia 4/

Most of these bilateral agreements provided for overall limita-

tions affecting total U.S. imports of 64 categories of cotton textiles 6/

1/ Not a contracting party to the GATT.

2/ Agreement entered into force during 1966.

;/,Before‘August 1966, the Agreement with Hong Korig was not formally -
recognized as a bilateral agreement (although it was similar to bilat-
eral agreements concluded with other countries). In August 1966, the
United States and Hong Kong concluded a formal bilateral agreement con-
cerning trade in cotton textiles, retroactive to October 1, 1965,

L4/ Not & participant in the LTA,

5/ Expiration date of December 31, 1966, extended to March 31, 1967,
in exchange of notes signed in Lisbon on December 19, 1966.

§/ The agreements with India, Italy, Mexico, Pakistan, and Poland
limited only certain categories.
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and established specific cellings on U.S. imports of certain cotton
textiles from the country concerned. The agreements generally author-
ized annual increases (usually 5 percent) in both the overall.limits
and the specific ceilings for certain categories; they were to be ef-
fective for perioﬁs ranging from 1 to L yearé.

In 1966, U.S, imports of cotton textiles of the type covered by

the LTA were equivalent ;/ to 1.8 billion square yards of cloth, com-

pared with 1.3 billion in 1965. The most noteworthy gain was in the
imports of cotton yarn; these imports rose from an equivalent of about
100 million square yards in 1965 to more than 40O million square yards
in 1966. U.S. imports of cotton fabrics increased to nearly 700 mil-
lion square yards (equivalent basis) in 1966 from almost 600 million
square yards in 1965. Imports of cotton apparel were only slightly
greater in 1966 than in 1965, amounting to about 485 million square
yards (equivalent basisg).

Since 1962, when the LTA came into force, about 90 percent of
U.S. imports of cotton textiles have come from participating nations.
In 196h:65, about 60 percent of total U.é..imports of cotton texﬁiles
came from the developing counﬁries and more than 30 percent from Japan. g/

In 1966, approximately 50 percent of U.S. imports of cotton tex-

tiles were concentrated in 9 of 64 categories 3/; 6 of the 9 categories

1/ Many statistics on U.S. general imports of cotton textiles are not
reported in square yards but in other quantity units, such as number or
pounds, or in metric measures. For comparative purposes, the U.S. De-
vartment of Commerce has converted such statistics into their square-
yard equivalents, using a uniform set of conversion factors for those
items not reported in square yards.

2/ U.S. Department of Commerce.

3/ To assist in administering the LTA, a total of 64 categories of
cotton textiles was specified in that agreement.
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were in the apparel group. Apparel has been an attractive export item
for foreign producers, because its manufacture requires considerab;y
less initial capital investment than does the manufacture of fabric or
yarn, and because its comparatively high unit value results in high
dollar earnings.
Government Actions Affecfing Trade-Agreement
Items

Several U,S. legislative provisions authorized the imposition of
import restrictions (1) to protect domestic industries that have been
injured by increased imporfs resulting from trade agreement concessions,
(2) to prevent interference with governmental agricultural programs, or
(3) to prevent impairment of the national security. Other provisions
permitted governmental assistance of various types to be extended to
firms or groups of workers who established that they have been injured
by increasediimports resulting from trade—agreément concessions,

Although procedures varied wlth the relevant statute, an investi-
gation by an agency of the Federal Government generallylwas necessary
before imports could be restricted or assisténce could be granted. A
few such investigations were conducted during 1966, 1/ The circum-
stances relating to those investigations are discussed briefly in the

following section of this chapter.

1/ During 1966, no firm or group of workers petitioned the Tariff
Commission to determine whether it was eligible for adjustment assist-
ance under the provision of the Trade Expansion Act of 1962. Also
during the year, the Tariff Commission was not requested to undertake
any investigation under section 22 of the Agricultural Adjustment Act.
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The escape clause 1/

During 1966, no petitions were filed that would have required
the Tariff Commission to conduct an investigation under the escape-

clause provisions of trade-agreement legiélation, In the course of

its regular responsibilities, however, the Commission submitted 3 re-
ports to the President in which it reviewed the economic status of |
domestic industries in whose interest escape-clause action had pre-
viously been taken. Formal procedure for the review of escapé-clause
actions, involving Tariff Commission investigations, had been estab-
lished by the Trade Expansion Act (TEA) of 1962. Section 351(d)(1) of
that Act requires the Commission to review annuelly developments re-
lating to such escape actions and to report thereon to the President.
Sections 351(a)(2) and (3) require the Commission, under specified cir-
cumstances, to advise the President of the probable economic effect on
the industry concerned of a reduction or a termination of an escape
action by him. g/

During 1966, the Tariff Commission submitted to the Pressident 3-

annual reports under the provisions of section 351(d)(1), ard one

l/ Since 1943, all trade agreements concluded by the United States
have included a safeguarding provision commonly known as the standard
escape clause. This clause provided, in essence, that either party to
a trade agreement could modify or withdraw its concessions if increased
imports resulting from the concessions caused or threatened injury to
the domestic industry producing like or directly competitive articles.
Escape-clause investigations are conducted under the provisions of
section 301(b) of the Trade Expansion Act (TEA), a detailed account of

which is contained in the Appendix to Operation of the Trade Agreements

Program, 17th report, pp. 85-97.

25 Most of the investigations which have been completed under the
provisions of section 351(d)(2) had been initiated at the request of
the President.
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report under section 351(d)(2). The articles on which reports were
submitted under section 351(d)(1) and the dates of submission were

as follows:

Section 351(d)(1):

Wilton and velvet carpet and rugs-~--------- Sept. 13, 1966
Stainless-steel table flatware-~------wcw--- Nov. 1, 1966
Cotton typewriter-ribbon cloth-----me--ueuu- Dec. 5, 1966 1/

Section 351(d)(2): :
~ Cotton typewriter-ribbon cloth-------------- Dec. 5, 1966 1/

ﬁy»December 31, 1966, the President had taken no action on thése
i reports by the Tariff Commission. Early in the year, however, he -
.took action to ease restrictions that had been imposed under the
escape-ciause provision on imports of_3 classes of commodities; these
actions took the form of Presidential proclamations, issued‘as follows: g/
(a) Proclamation 3696, issued January 7, 1966, terminated the in-
creased rate of duty that had been in effect continuously
after 1958 on clinical thermometers and reinstated the con-
cession rate of 42.5 percent ad valorem, effective immediately.
(b) Proclamation 3697, also issued January 7, 1966, enlarged the
quota that had been.in effect continuously after 1959 on stain-
less steel flatware and decreased the rates of dutyion imports
in excess of the quota, effect