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Foreword

This, the 14th report by the U.S. Tariff Commission on the operation
of the trade agreements program, covers the period from July 1, 1960,
through June 30, 1962. The report is made pursuant to section 402(b)
of the Trade Expansion Act of 1962 (76 Stat. 902), which requires the
Commission to submit to the Congress, at least once a year, a factual
report on the operation of the trade agreements program.!

During the period covered by the 14th report, the Contracting Parties
to the General Agreement on Tariffs and Trade (GATT) sponsored mul-
tilateral tariff negotiations. At the 1960-62 GATT tariff Conference,
the participating countries had an opportunity to negotiate with (a)
members of the European Economic Community regarding their com-
mon external tariff, (b) individual contracting parties desiring to nego-
tiate new or additional concessions, (c) countries desiring to accede to
the General Agreement, and (d) contracting parties desiring to re-
negotiate certain existing concessions. The background of the Confer-
ence and the scope and character of the negotiations conducted are de-
scribed in this report.

The 14th report also covers other important developments respecting
the trade agreements program that occurred during July 1960-June 1962.
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 major commer-
cial policy developments in countries with which the United States had
trade agreements.

The legal basis for conduct of the trade agreements program differed
little during the period under review from that described in the Commis-
sion’s 13th report. The more important features of the controlling legis-
lation are presented in the appendix. Topics of major interest therein
are as follows: (a) Authority to reduce rates of duty; (b) authority to
increase rates of duty; (c) escape-clause provisions; (d) peril-point pro-
visions; and (e) the national security provision.

! The first report in this series was U.S. Tariff Commission, Operazion of the Trade Agree-
ments Program, Fune 1934 to April 1948, Rept. No. 160, 2d ser., 1949. Hereafter that
report will be cited as Operation of the Trade Agreements Program, 1st repert.  The 2d, 3d,
and succeeding reports of the Tariff Commission on the operation of the trade agreements
program will be cited in a similar short form.
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Chapter 1

U.S. Trade-A greement Negotiations During
1960-62

During the period covered by this report, the United States was in-
volved almost continuously in trade-agreement negotiations of one type
or another under the sponsorship of the Contracting Parties to the Gen-
eral Agreement on Tariffs and Trade (GATT). Nearly all these negotia-
tions occurred at the 1960-62 tariff Conference held at Geneva, Switzer-
land. The following sections of this chapter summarize briefly the
character and scope of that Conference, as well as U.S. preparations for
the Conference and the results of the negotiations in which the United
States was an active participant.

THE 1960-62 GATT TARIFF CONFERENCE

At a ministerial meeting held in October 1958 during the 13th Session
of the Contracting Parties to the General Agreement, the U.S. repre-
sentative, Mr. C. Douglas Dillon, then Under Secretary of State for
Economic Affairs, proposed that arrangements be made to hold a fifth
" round of tariff negotiations.! The Dillon proposal was widely supported,
and a committee was established to prepare specific recommendations.
On the basis of the committee’s recommendations, the Contracting Par-
ties decided at their 14th Session in May 1959 to hold a general tariff
Conference beginning late in 1960.

The 1960-62 GATT tariff Conference, which opened on September 1,
1960, and closed on July 16, 1962, had two phases. The first phase was
devoted to the renegotiation of various concessions granted by GATT
members at earlier conferences. The chief feature of this phase was the
negotiations required under article XXIV:6 of the General Agreement
to provide appropriate tariff concessions in the common external tariff
of the European Economic Community (EEC) to replace the concessions
granted previously by the individual EEC members. Scheduled also

1 The four earlier rounds of multilateral tariff negotiations sponsored by the Contracting
Parties were held at Geneva, Switzerland, in 1947; Annecy, France, in 1949; Torquay,
England, in 1950-51; and Geneva in 1956.

The term “contracting parties,” when used without initial capitals (contracting parties),
refers to member countries acting individually; when used with initial capitals (Contract-
ing Parties), it refers to the member countries acting as a group.
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during the first phase of the Conference were the renegotiations required
under articles I1:5, XIX, and XXVIII for the withdrawal or modifica-
tion of existing concessions and the granting of compensatory conces-
sions therefor. The second phase of the Conference included both ne-
gotiations among the contracting parties for new or additional conces-
sions and negotiations between contracting parties and countries desir-
ing to accede to the agreement; these activities comprised the fifth round
of multilateral tariff negotiations by the contracting parties.

The 40 countries that participated in the 1960-62 Conference are
listed below:

Australia Haiti
Austria India
Brazil Indonesia
*Cambodia *Israel
Canada . Japan
Ceylon New Zealand
Chile Nigeria
Cuba Norway
Czechoslovakia Pakistan
Denmark Peru
Dominican Republic *Portugal
European Economic Community: Rhodesia and Nyasaland,
Belgium Federation of
France South Africa, Republic of
Germany, Federal Republic of Sweden
Italy *Switzerland
Luxembourg *Spain
Netherlands Turkey
Finland United Kingdom
Ghana United States
Greece Uruguay

Thirty-five of them were contracting parties to the General Agreement;
five—those marked with an asterisk—were negotiating for full accession
to the General Agreement. The European Coal and Steel Community
(ECSC) and the European Atomic Energy Community (EURATOM)
were represented at the Conference. Some countries, including Poland
and Venezuela, had observers there.

Not every country listed above participated in both phases of the
Conference. Some renegotiated certain concessions they had granted
earlier or participated in renegotiations initiated by others, but did not
negotiate new or additional tariff concessions. Of the 40 countries, how-
ever, 28 participated in the second phase of the Conference, either as
GATT members or as countries desiring to accede to the General
Agreement.

The 1960-62 tariff negotiations followed the general pattern established
in the previous GATT-sponsored tariff conferences. A Tariff Negotia-
tions Committee, on which all participating countries were represented,



JULY 1960—JUNE 1962 3

coordinated the negotiations and made policy recommendations to the
Contracting Parties. Negotiations in both phases of the Conference
were conducted on a bilateral, product-by-product basis. Generally the
concessions granted in the various bilateral negotiations were ultimately
combined by each participant into a single schedule of concessions by
that country.?

U.S. PREPARATIONS FOR THE CONFERENCE

U.S. tariff negotiations during the period July 1960 to June 1962 were
conducted in accordance with procedures specified in the Trade Agree-
ments Act of 1934, as amended, the Trade Agreements Extension Act of
1951, as amended, the Trade Agreements Extension Act of 1958, and
Executive Order 10082.3

On May 27, 1960, in accordance with the specified procedures, the
interdepartmental Trade Agreements Committee (TAC) issued formal
notice of the U.S. intention to conduct trade-agreement negotiations
under the General Agreement on Tariffs and Trade.* The public notice
provided not only for U.S. participation in the GATT tariff Conference
scheduled to open on September 1, 1960, but also for continuation of ne-
gotiations relating to certain escape-clause actions.® Guided by infor-
mation then available, the TAC announced that the United States ex-
pected to negotiate with (1) the European Economic Community on
behalf of its 6 members (Belgium, France, the Federal Republic of Ger-
~ many, Italy, Luxembourg, and the Netherlands); (2) 17 other GATT
contracting parties (Australia, Austria, Canada, Chile, Denmark, Do-
minican Republic, Finland, Haiti, India, Japan, New Zealand, Nica-
ragua, Norway, Peru, Sweden, the United Kingdom, and Uruguay); and
(3) 4 countries which either had acceded to the General Agreement pro-
visionally or were expected to negotiate for accession (Israel, Spain,
Switzerland, and Tunisia). On November 22, 1960, the Trade Agree-
ments Committee issued a supplemental notice of trade-agreement ne-

2 For a more detailed discussion of the procedures followed at GATT tariff conferences,
see Operation of the Trade Agreements Program, 9th report, pp. 52-54. )

3 For a detailed discussion of procedures followed by the U.S. Government in preparing
for trade-agreement negotiations, see Operation of the Trade Agreements Program: 4th
report, pp. 51-53; 9th report, pp. 54-58. See also U.S. Department of State, How «
Trade Agreement Is Made, Pub. 6615, Comm. Pol. Ser. 165, 1958.

4 U.S. Department of State Pub. 6986, Comm. Pol. Ser. 173, 1960.

50n Aug. 19, 1959, the TAC had issued public notice of U.S. intention to undertake with
the following countries the negotiation of concessions to compensate for escape-clause action
on the articles identified in parentheses: The United Kingdom and the Federal Republic
of Germany (safety pins); Sweden, Denmark, Belgium, and the Netherlands (spring clothes-
pins); and Japan (clinical thermometers). For details concerning other preliminary actions
relating to these negotiations, see Operation of the Trade Agreements Program, 13th report,
p. %4.
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gotiations.® In this second notice, the TAC announced that the United
States might also negotiate during the tariff Conference, which by then
was 1n session, with Argentina, Cambodia, Ireland, Libya, and Portugal
—all of which were expected to negotiate for accession to the Agreement
—and with Turkey, already a contracting party thereto.

In its public notices, the Trade Agreements Committee listed the ar-
ticles on which the United States would consider granting tariff conces-
sions in the negotiations. The list of May 27 included articles in ap-
proximately 2,200 statistical (Schedule A) classifications or parts thereof.
The list of November 22 included articles in about 200 statistical classi-
fications or parts thereof. Together, then, the TAC listed for considera-
tion for possible concessions articles in approximately 2,400 Schedule A
classifications—about half the total number of import classifications in
Schedule 4.7

When each of the aforementioned lists was issued, the President—as
required by section 3 of the Trade Agreements Extension Act of 1951,
as amended—requested the Tariff Commission to make “peril point”
investigations of the listed articles. In response to his requests, the
Commission immediately instituted its investigations. The Commission
held public hearings as part of each investigation. The report of its
findings on the May list was submitted to the President on November
25, 1960, and that on the November list, on April 17, 1961.

As the Trade Agreements Committee issued its public notices, the in-
terdepartmental Committee for Reciprocity Information (CRI)8 an-
nounced that its public hearing relating to the forthcoming negotiations
would be held contemporaneously with the public hearings of the Tariff
Commission. On the same date as the first announcement (May 27),
the Department of State, with the approval of the Trade Agreements
Committee, published a list of articles on which the United States was
considering seeking tariff concessions from other countries.® This issu-
ance of the “export list” was an innovation in the trade-agreement pro-
cedures. U.S. exporters were invited to submit to the CRI, either by
oral testimony at its hearing or by written statements, suggestions for
additions to or deletions from the export list and to supply information
that would assist the U.S. negotiators in obtaining meaningful conces-
sions for U.S. exports. In preparing for earlier trade-agreement nego-

6 U.S. Department of State Pub. 7105, Comm. Pol. Ser. 176, 1960.

7The public notices listed articles in terms of the U.S. tariff nomenclature rather than
the statistical nomenclature (Sckedule A4). The negotiations, however, were conducted
in terms of statistical classifications.

8 The CRI, which in the period here under review had the same membership as the TAC,
was established by Executive order in 1934 to receive views of the public on proposed trade
agreements and on the operation of agreements already concluded, and to bring those
views to the attention of the TAC.

9 U.S. Department of State Pub. 6987, Comm. Pol. Ser. 174, 1960.
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tiations, the Government did not issue such an export list, but exporters
were given an opportunity to submit requests for concessions to the CRI.

On December 22, 1960, the TAC issued public notice of the intention
of the U.S. Government to invoke the provisions of article XXVIII of
the General Agreement with a view to the withdrawal or modification
of the U.S. concessions on bicycles and spring clothespins (25 F.R.
13248).1° The necessary negotiations were to be held at the GATT
tariff Conference then in session. At the request of the President, the
Tariff Commission immediately instituted the required peril-point in-
vestigation, and held a public hearing shortly thereafter. The Commis-
sion submitted its report to the President on January 10, 1961.

U.S. PARTICIPATION IN THE CONFERENCE

The compilation which appears on the immediately following pages
summarizes certain pertinent data relating to U.S. trade-agreement ne-
gotiations in 1960-62. It identifies each of the countries with which the
United States concluded trade-agreement negotiations in that period, the
GATT authority for each negotiation, the date of signature of each de-
finitive agreement, and the documentary references for each agreement.
In the 2-year period that ended June 30, 1962, the United States engaged
in tariff negotiations with 27 contracting parties to the GATT and with
5 countries desiring to accede to that agreement. U.S. negotiations
with 28 of the 32 countries were completed by June 30, 1962; the results

were embodied in 55 definitive agreements.

"~ As noted earlier, various types of trade-agreement negotiations were
held at the 1960-62 Conference. For convenience, discussion of the ne-
gotiations in which the United States participated is presented in three
parts: (1) Renegotiations with the EEC under article XXIV:6; (2) re-
negotiations under articles II:5, XIX, and XXVIII; and (3) fifth round
of multilateral negotiations.

Renegotiations With the EEC Under Article XXIV:6

In 1958, when the United States proposed a new round of multilateral
tariff negotiations to begin in mid-1960, the six member countries of the
European Economic Community were scheduled to take their first step
toward a common external tariff on January 1, 1962.1' Under the pro-
visions of article XX1IV:6, the EEC was obligated to negotiate with other
contracting parties to the General Agreement regarding the effect of the
common external tariff on the concessions previously granted in the

10 For a discussion of the events preceding this action of the TAC, see the section of this
chapter on the renegotiations initiated by the United States.

11 1n May 1960, the effective date of the first step toward the common external tariff
was moved up to Jan. 1, 1961, except for most agricultural products (see section on the
European Economic Community in ch. 4 of this report).



TRADE AGREEMENTS PROGRAM, 14TH REPORT

‘868 LS/ €1 monOm SVLL |"7777""7961 ‘g1 2unf C_TTTTsamg patun-eipur U7 USIq IIIAXX (TTTTTTTTTT T eIpuL 8T
LEOLISA €1 #9908 SVIL |77 0061 g qunl | T ms paueR | USIIAXX | ooy | &
“peysyqnd Jopy """ 21961 L “Boy |-omommmmem oo 909315) | JIIAXX MRARRM |77 mm e 203319 ST
"6€6 1SN €1 “T€OS SVLL |~~~ 27961 ‘67 ‘uef ==7""" “s3jElg pau() |77 XIX 4o 14
1961 °ST "4 68 28w S S |77 ...”.u.w.m.ﬁ.wﬁ:.ﬁ e s Dy [-oonii I HIARX 2uandoy .@»ﬁﬁﬁ%ﬂw 4
L 4
"LSL LSQ €1 ‘2205 SVIL I 4 “.m BN |TTTUSOIRIS PAUN-PURIULY 1T TUSIQITIAXX L R 1T
"L81 "43§ “[od "wwio) Omnn qnd sq |TTTTTT 1961 61 .o::m Tt pueuiy (=777 IIIAXX pueulyg (1[4
g A R TR K | o | §
: g
"§09 1SN €1 #0705 SYLL [~~~ """ 7961 .wo.%mz TTSdlwg pAUpRMUS( (7T 519 ITIAXX LY
(4
'9€6 LS €1 &n@% SVIL -.ﬁ. .Mw,m—?m«m—m_‘..mm_u ........... SeIG pAW[) 7T IIIAXX m“
. . Paustand 30N 177775 0961 '€ Ay QW AN, xS ISR 417,02, S FUUUUURRRNS: sutortyit S .
"L81 43§ "[od “wwio] omnn qnd sd 5 1961 .m sunf uojfe]y |~~~ """ IIJAXX uo[£3) £l
'8LS IS €1 ¢ 610§ SVIL 777777 TI61 L TN TTTTSIIEIG pAu[)-EpeUE) TTTSIQ IIIAXX 4!
P N e ;
Yoq | fees-- .
"L81 9§ "[od wiwio)) ‘05€L "qnd SA |~"T1961 ‘0¢ w::—.m W R s N IIAXX (“="""""""""""""""""EpEue) 6
"paysiiqnd JoN |~ 1961 mﬂwﬂﬁ TTmmmmmmmeees Jizeag -:;xw&wwma fizesg 8
z
'826 1801 £1 ‘2605 SVIL AL pue 67 ‘uef TITTmmmmrsaymigpay | XXy oo L
e g [ B | T | ol
*1961 ‘ST 'q24 ‘68 9sv3pY S S [T g 1961 ‘gy rugf |==-=m- -"-"selulg parup) (-7 107,90 G N esny ¥
o et M
"paystiqnd 30N |~""5'0961 ‘81 AInf (2) |*"7"" ettt TTelensny |TTToTTT IIIAXX .,m\..u.«mv.ow .ww“uwmm.m.wa_m__mwwmwﬁu 1
pausis s[npayds LIVO ("oN sponse) Jouysed Bunenodau *ONl
120U333§31 LIB3udWINOOP ‘g'N) JudwaaaBe aje(y §31 Suifjipowr Joureg fuoyine 1 1LyH S91eag pasun) wany

2961 unf-0961 £nf, ‘suoswriolou fiuvr "9 n) fo Cwmmng



JuLy 1960-JUNE 1962

*$8L LSN €1 ‘970§ SVIL

"b56, S0 €1 2€05 SVLL
1961 ‘ST "924 ‘68 35¥IY §533d SA

L8] "1§ “Jod "wWwio) ‘05¢L Ind SA
0E1S SVIL

£81 "398 "[od "wwo) ‘0seL, “4nd SA
“1L21 LS T *L¥8% SVIL

“L81 398 "[od "Wwi0) ‘05€L qrdsd

*paysijqnd 30N

°6L8 LSN €1 aﬁw %s,.r

°L81 “I3G ‘[0 "wiwo)) omnb ‘qnd sd
°08L .LSM €1 *S70S SVIL

‘paystiqnd JoN

"TLL 1SN €1 *$T0S SVILL

*paysiiqnd 30N

'99L 1SN €1 ‘€205 SVLL

vﬁ_m_za 10N
"8I "I9S ‘jog “wiwio) ‘0seL "qnd SA

6'558 1SN €1 mhuom SVIL
'8¥%6 LSM €1 *TEO0S SVIL

"L81 "398 “Jod "wwo) ‘0seL "qnd SA

"T¥6 1SN €1 ‘760§ SVIL
"paystiqnd 30N

........ 1961 ‘L e
87961 ‘91

‘920 PUE ¢ 9T .swm
TTTTTTe 1961 ‘g1 ue
........ 2961 ¥ "ue[
........ 2961 ‘s e |-
TTTTTTT961 91 A |-
TR 1961 f5Y deg
I AN L
777961 ‘9z 4Inf (9)

77750961 ‘s 320 (¥)

:------N&:.;
..... 71961 1T %&
........ 7961 ‘s e
7780961 “TT 40N

..... ~""7961 9
...... 35961 ‘6
R ) M w
“"71961 ‘o1 ady (@
‘7961 ‘L e
{1961 ‘6 Pue g 3

e

....... ~""7961 dunf

'sajelg
panu)-wopSury paiun

........... saje3g pA3uN)
........... $3383G pariuf)
ayany,
T77TS93EIG PAIU[)UIPIMG

smmmmmmsemesee- uspamg
......... - -sajeIg pasuf)
...... -=-=-"eJUJyY YInog

“puejesedN pue BIsapoyy
...... $2)21G PAINU[}-NIS

---s3383g pAaruN)-ueIsiyeJ

............... uwlIsiyeq

-~ ~89381g patuf)-LemioN

................ AemIoON
*$938IQ

Pa3iuf)-pue[edZ MaN

.......... ~puejeaz BoZ

..... sajelg payup)-uedef
EETLEEEEEEe §3383G pajluf)

R 1 11:9.0.¢
"TIIIAXX cdoAlep
TTTTTUsq IIIAXX

......... IIIAXX
....... siq JIIAXX

......... IIIAXX
...... 519 IITAXX
R IIIAXX

...... SIq IIIAXX
...... TTIIAXX

TIIAXX HOAM

CITITTSY IIIAXX
“TTUIIIAXX fXIX

.......... HIAXX
“7y HIAXX SHIT

“TIIIAXX HeAlep

‘uone[iduiod Jo pud 3¢ $330U300§ 33g

........... wop3ury] pauf)
................... AodyIng,

................... uapamg
~~j0 dyqnday ‘ediyy yanog

*JO UOnEIIPI|
‘puefuseAN Ppue eISIpoyy

.................. uessiyeq

............. == ==-£eMION

..... S3|IUY SPUBRYIAN
—10§ SpuEpIRYIdN




TRADE AGREEMENTS PROGRAM, 14TH REPORT

7961 ‘LT pue 1] *93( pauBis Juswaaide £q payndal sem S[NpPayds ‘g() g
“LLVD 3yl 03 pug]
-13Z)1MG JO UOISS00E Jeuoisiaoid o Buipraoid ‘gg6T ‘7T "AON JO UOHEBIR[IIP
33 03 S3MPIYDS JWEdAq ‘SUOISSIUCD SSIMG Buipuodsaiiod Y3 se oM se
7961 Ul pa3ueld suolssaouod g} Y], “ILVO Y3 03 UOISSIIDE [[ny § pue|
-1231mg Buipuad 90J0j Ul SUIEWIAL YPIYM ‘g6 JO JUdWAIFe Ipen SSING-'g')

[193E]1q Y3 payipows s3d1dsne 1 y5) J9pun parenodau Juduwaaide siy Y,y
*£31ed Bunodenuod

© sowod2q utedg uaym J,LyO 2Y3 ul pajesodiodut 3q 03 IMPIYOS MIN g
*(8%TS SVIL) €961 ‘9 A2 uo LIVD

a3 03 fired Supdenuod v sweddq [e3niiod BNPAYS [IVO MIN gz
"(6T5 SVLL) 7961 ‘S A[nf uo

LLVO 9y3 03 £13ed Sunoesiuod e duredaq [dedsy ([npayds [ LVO MIN 11
*7961 BuLInp 910§ 03Ul J33UI J0u PIP ‘7961 7 dun( uo paydadde
$3383G PA3IU() Y3 YoIyM I VD Y3 03 IpOqUIEs JO U0ISSa0IE 3Y3 10§ [0303

-01g *3MPpayds ‘g’(} ul panenodau saBueyd ou LSNPIYdS LLVD 43N o1
*(£961 ‘b1 "ue[ “pg 'ON 25e3PY

$s21J SA) 7961 ‘81 93 PousSis juowodiBe £q PayiIdal dMpPIyYds ‘SN ¢
*(ApPanoadsal ‘ggzs pue 97 SVIL)
2961 1Pqwiedag ui pa3ddwiod S1om wopSuly Ppa3fuf) Y3 Yim pue uedef
yum suonenofou yong ‘uonesuadwiod 03 PIPRUD sopaed BundenUd
o3 yIm SuoneioSou PAIURIUL S23eIG PAItU() Y3 ‘sseld 399ys pue ‘UmoId
‘sopuy£> () pue s3n1 pue s3odied uredsdd () 03 303dsax YIIM SIPIWAL

popuswwodas ay3 paideooe pue Linful snolds jo Suipuy SUOISSIIWO]
PUrL, 93 YIIM ‘T96T YOIBJA] UL ‘ParInduod Juapisald oyl Joije ApIoygg
*M31A21 J3pun pouad ay3 Sulinp pasajdwod JoN
7961 ‘81 Pu® 1 *93(] pausis Juowaige %_ PaYI3031 sem JNpaYds ‘S() o
(panoadsai 596 pue 096 LS €1 *S€05 PUe $€05 SVLL) DA 343
03 sjonpoid [eamyynoufe payads jo syjodxa ') 03 Sunepl siudWLAIFe
om3 (q) pue s30adse jyire3 Yy Surpnpout ‘sonsed oM} SY3 UIMIIQ SUOLIB]L
[EI0ISWIWIO0D [[EI9A0 Y3 JUIWIUIIAOK) *G'[] Y3 Y31 JOPISUCDAL 03 £pBal J[osi
P33e[03p D Y3 YOIy Ul (856 LS €T $£€0§ SYIL) uoneepapiuiol y (&)
:Burmoy[oj ay3 paudis DFH dY3 pue §3vIG PaIIU[) Y3 ‘93ep SUIES Y3 UQ ¢
YA 298 s1q TIIAXX ‘3¢ Jopun suopeiodau Joq y
‘1961 Ul PaIULIT 2IOM SUOISSIOUOD
£10yesuadwiod Joy3ang ou fuonewepoid §G6[ Y3 ul paurepoid sasedIdUL
3Y3 J0j 93esuadwiod 0} SUOISSDUOD Piied pajuesd salelg pauN) Y 9561 UL
*§561 ‘61 "8ny uo panssi goIE "ON Uoneweosq asne[d-adedsd ul yilof 338
§9]0401q U0 $33eJ OY3 ANPIYIS I LV "S'N Y3 Ul djetodioduy 03 suopeoou
JO UOISD[OUOD JO PAYIIOU SEM JBHEIAINAG I IVD Y3 YOIyM U0 AP YT, ¢
0961 Anf 92J0j3q uone3oddu Japun Swied Joj suols
-590u0d AJoresuadwiod jo Jyed ur Jo ‘Sjoym ul SISISUOD JuUdWITZE YT, g
*(LSN) stusmass3y jpuotivu
~LIIUT UIYI) PUD SIHVILL SviS papiuf) Ul A[[eniudad pue (SYLL) S8
SPY [puosvus] 4ayi0 puv Saywva4l, ul (S() IeIg jo judunseda( 8yl
£q paysyqnd A[eaoual aie £oy3 ‘sareig Pajluf) Y3 Joj 32J0§ Oul PIIdIUd
9ABY $3LIUN0D JIYIO PuB $IIEIG PaIU() Y} UIMIAQ SIUdWINTe 193Jy ¢

*7961 ‘p1 dunf *§918Ig
or£06 LS €1 41605 SVILL | Ppue ‘Laun[ ‘g aepy PRMUN)-PUBRRZIMG |" ™" 5y SIQ JIIAXX |77 777777777 T TpurpRnIMAg 09
. TTTTTTTemeneRee(y) [Toorsaveg panupgputedg | oot 1115:6:0 o “ueds |6
'$05 LSO €1 ;4105 SVIL |~"""~ TTT961 s N “$3e3g PAU()g eSO |17 THIXXX (Tt [e3n3ioq 8§
'068 XSO £1 6705 SVILL T T961 °§ RN [~TTTSa3EIg PANUM) - [FRAST (777777 T IIIIXXX |1 [9uIS] LS
61 *19§ “[od "Wwio) ‘BopL ‘qnd SA |77 T (o) |™77777 7777 Toretpoquie) |77 TT HMIXXX eipoquisy | 95
: LLVO 03 sansed [euoisiaolg
. paudis Mpayds ILVO (*ON 9porie) Jsuised 3unenodou ‘ON
190Ud33J3 AI83UdWINO0p ‘g Juswaaide e 31 Suijipow Joulied Ayuoyine 11y S$33e1g paAIUN) w3

PONUNUOY)—Z96] UnL—-0967 KInf, ‘suorivrjodau fiivr g fo Luvumung



JULY 1960—JUNE 1962 9

GATT by the individual members of the Community. These negotia-
tions were scheduled as part of the 1960-62 tariff Conference.

Article XXTIV of the General Agreement deals, among other matters,
with the formation of customs unions or free-trade areas participated in
by contracting parties. Paragraph 5 of that article provides that the
external customs duties and other regulations of commerce imposed by
a customs union on the trade with other contracting parties to the Gen-
eral Agreement ‘“‘shall not on the whole be higher or more restrictive
than the general incidence of the duties and regulations of commerce
applicable in the constituent territories prior to the formation of such
union . . . . 7”2 The General Agreement recognizes, however, that, in
establishing a common external tariff, the members of a customs union
would probably be obliged to adopt some rates that would be in violation
of commitments in their schedules of GATT concessions. Paragraph 6
sets forth the procedures for negotiating appropriate compensation in
such circumstances. It stipulates that, in weighing the need for com-
pensation for an increased duty, the contracting parties shall take “‘due
account . . . of the compensation already afforded by the reductions
brought about in the corresponding duty of the other constituents of
the union”—a requirement that has come to be known as “built-in
compensation.”

The EEC Commission, which served as the negotiating agent for the
Community, took the position that “built-in compensation” would large-
ly reimburse GATT members for any violations of scheduled concessions
caused by the adoption of the common external tariff. For many tariff

“items, the Commission considered that the reductions required by the

adoption of the common external tariff would outweigh the increases,
thereby giving the EEC credits to be used in compensating for net duty
increases on other items. Nevertheless, the EEC recognized that it
would be necessary to offer compensatory concessions to at least some
contracting parties.

The Contracting Parties had originally intended that the article
XXIV:6 renegotiations would be completed by the end of 1960 and that
the second phase of the Conference would begin early in January 1961.

12 By June 30, 1962 (the end of the period covered by this report), the Contracting Parties
had not yet decided whether the general incidence of the common external tariff was on the
whole no higher than that of the tariffs of the constituent countries. This question—a
matter to be resolved separately from the art. XXIV:6 negotiations—was considered by
a working party before the 1960-62 Conference opened and was also discussed at various
sessions of the Contracting Parties and at meetings of their Council of Representatives.
At their 19th Session in November 1961, the Contracting Parties agreed to attempt to
resolve the various interpretations of art. XXIV:5 into a clear definition during their next
session in November 1962. Meanwhile, the contracting parties that considered their trade
prejudiced by changes in particular tariff rates were invited to utilize remedies provided in
other GATT articles, such as XXII, XXIII, and XXVIII. (See Sixth Annual Report of
the President of the United States on the Trade Agreements Program, 1962, pp. 55-56.)
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However, these renegotiations, which were the first under article XXIV:6,
required the development of new methods of appraisal.!¥ The negotia-
tions involved thousands of tariff positions in the four separate tariff
schedules of the EEC members!* and the substitute tariff positions in
the common external tariff; representatives of the EEC had to meet
separately with representatives of about two dozen contracting parties.
Among the factors tending to prolong the negotiations were (1) the in-
ability of the EEC Commission to make offers in the agricultural sector
of the common external tariff and (2) the refusal of individual EEC mem-
bers to agree to firm offers on so-called sensitive products.

In May 1961 the EEC delegation informed the Tariff Negotiations
Committee that the Community, “confident that it had scrupulously
fulfilled its obligations, considered the first stage of the negotiations to
be completed.”’® The deadline for the contracting parties to state
whether they were prepared to sign article XXIV:6 agreements was near.
They were urged to come to some agreement by May 10, 1961, albeit
reserving the right to take redressive action under article XXVIII later
in the Conference with respect to any unresolved problems.

By May 29, 1961, the opening date of the second phase of the negotia-
tions, the EEC had concluded its article XXIV:6 renegotiations with 17
contracting parties; several contracting parties, however, filed reserva-
tions concerning unresolved problems. The United States and some
other major exporters of agricultural products deferred settlement of the
article XXIV:6 negotiations until after the adoption, in January 1962,
of a common farm policy by the EEC member states.

The EEC-U.S. agreement pursuant to article XXIV:6 was signed on
March 7, 1962.3%¢ A schedule annexed thereto listed the concessions in
which the United States was to have legal rights as an initial negotiator
under the General Agreement. These concessions replaced those ac-
corded the United States in the General Agreement by the individual
EEC members. The United States and the EEC, however, deferred

13 For the art. XXIV:6 negotiations, the Commission of the EEC prepared a tabulation
of the classifications in the common external tariff that included articles subject to con-
cessions previously negotiated under the GATT by the individual member states. The
original plan was for the tabulation to be completed and submitted to the Contracting
Parties on May 1, 1960. The tabulation was not completed by that date, but was distribut-
ed subsequently in installments. For each of the items in the common external tariff that
covered nonagricultural articles subject to concessions, the tabulation recorded imports
into the EEC in 1958, and also, where applicable, the Commission’s offer to bind against
increase the common external tariff rate, or to negotiate for a possible reduction thereof.

4 1n previous negotiations under the GATT, three of the EEC states—Belgium, the
Netherlands, and Luxembourg—had participated as a unit, the Benelux Customs Union.
Accordingly, the concessions granted by the six states were included in four (not six) separate
schedules of the General Agreement.

15 Bulletin of the European Economic Community, May 1961, p. 22.

16 Jtem 18 in the tabular summary.
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negotiations regarding two groups of commodities for which the United
States had negotiating rights under the GATT rules: (1) Those articles,
chiefly manufactured tobacco products and refined petroleum products,
for which the EEC had not yet effectuated common tariff rates; and (2)
certain agricultural products (wheat, corn, grain sorghums, rice, and
poultry) for which decisions were dependent on the implementation of
a common agricultural policy. In so-called standstill arrangements, the
EEC agreed not to increase existing import restrictions on these products
pending renegotiations. The article XXIV:6 negotiations between the
United States and the EEC also did not deal with products falling within
the competence of the European Coal and Steel Community.

The concessions granted by the EEC to the United States in the ar-
ticle XXIV:6 agreement consisted primarily of bindings of rates in the
common external tariff; they also included some reductions in common
external tariff rates. The reductions, which generally affected the prod-
ucts not covered by the EEC prenegotiation offer of a 20-percent cut for
the phase II negotiations, were of various amounts; some reductions ex-
ceeded 20 percent.!” In the article XXIV:6 renegotiations, the United
States relinquished its rights, as country of initial negotiation or as prin-
cipal supplier, to old concessions in the GATT schedules of the EEC
members covering U.S. exports to those countries of about $1.5 billion
in 1958. Old concessions which had been initially negotiated with the
United States accounted for about $900 million; those which had been
initially negotiated with other GATT members (covering articles of
- which the United States was a principal supplier to the EEC country
concerned) accounted for about $600 million. In place of these old con-
cessions, the EEC granted the United States concessions in the common
external tariff having a trade coverage of nearly $1.7 billion. The new
direct concessions to the United States (i.e., those for which the United
States was given rights as initial negotiator) covered U.S. exports valued
at about $1.5 billion, an amount about two-thirds larger than the value
of the trade subject to the old direct concessions.’® This gain in the
value of direct concessions to the United States resulted in large measure
from the fact that under the 1962 agreement the concessions became
applicable to U.S. exports going to the entire EEC area, whereas the
previous concessions were generally applicable to U.S. exports to a small-
er area consisting perhaps of only one or two member states.

Renegotiations Under Articles II:5, XIX, and XXVIII

Various provisions of the General Agreement—viz, those in articles
I1:5, XIX, and XXVIII—permit contracting parties under certain cir-
cumstances to make unilateral changes in their schedules of concessions

7See also discussion in this chapter of the fifth round of multilateral negotiations.
18 U.S. Department of State Pub. 7349, Comm. Pol. Ser. 186, 1962, pp. 2-8.
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or to invalidate particular concessions. In general, each withdrawal,
modification, or invalidation of a concession obligates the contracting
party making the change to grant substantially equivalent compensa-
tory concessions.

Most of the renegotiations participated in by the United States dur-
ing the period under review were conducted under the provisions of ar-
ticle XXVIII. Since 1947, when the first tariff negotiations under the
General Agreement took place, the Contracting Parties have agreed to
refrain from modifying or withdrawing the concessions in their schedules
for successive periods of time. Article XXVIII:1-3 1% provides for suc-
cessive, automatically renewable, 3-year periods—beginning January 1,
1958—during which contracting parties undertake to “freeze” the con-
cessions in their schedules. On the first day of each 3-year period, how-
ever, a contracting party may, by negotiation with the contracting
parties primarily concerned, modify or withdraw tariff concessions in
its schedule. The negotiations involved are frequently referred to as
“open-season’’ renegotiations.

In May 1959, at their 14th Session, the Contracting Parties agreed
that the so-called open-season renegotiations which governments in-
tended to undertake before the end of the then current 3-year period of
firm validity of GATT concessions—December 31, 1960—should occur
during the first part of the forthcoming tariff Conference, i.e., from Sep-
tember through December 1960. The governments interested in the
open-season renegotiations were invited to submit notification of their

-intentions to the GATT Secretariat as early as possible, but not later
than July 15, 1960.20 At the request of various contracting parties, in-
cluding the United States, the deadline for notification of intentions to
engage in open-season renegotiations was postponed, ultimately to No-
vember 30, 1960. Similarly, the time limit for concluding such renego-
tiations was extended repeatedly for a few contracting parties, even
beyond the closing date of the 1960-62 Conference.

Article XXVIII:4 of the General Agreement provides for the modifi-
cation or withdrawal of concessions at any time in “special circum-
stances,” after authorization has been granted by the Contracting
Parties. Article II:5 recognizes that rulings by a court or other proper
authority of a contracting party may invalidate the tariff treatment
contemplated when a particular concession was negotiated. Article
XIX—the “escape clause” of the General Agreement—authorizes a
contracting party to suspend, withdraw, or modify a concession if, as
a result of unforeseen developments and of its GATT obligations, a

19 As revised by the Protocol amending pts. II and III of the General Agreement, dated
Mar. 10, 1955.

20 Contracting Parties to the General Agreement on Tariffs and Trade, Basic Instruments
and Selected Documents, 8th supp., Sales No.: GATT/1960-1, Geneva, 1960, p. 103.
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product is being imported in such increased quantities and under such
conditions as to cause or threaten serious injury to domestic producers
of like or directly competitive products.

During the period July 1960-June 1962, the United States engaged in
renegotiations under various provisions of the General Agreement with
26 contracting parties. The renegotiations that were completed by
June 30, 1962, accounted for 37 of the 55 agreements listed in the tabular
summary of U.S. tariff negotiations shown earlier. As noted in the sum-
mary, 12 of those 37 agreements consisted in whole or in part of com-
pensatory concessions for claims under negotiation before July 1, 1960.
Four of the agreements, for which the negotiations were virtually con-
cluded by June 30, 1962, were signed during July 1962.

Of the 37 agreements that embodied the results of renegotiations, 11
were concerned with the modification or withdrawal of concessions from
schedule XX—the U.S. schedule of concessions in the General Agree-
ment. The remaining “‘renegotiation’ agreements were concerned with
the modification or withdrawal of concessions of particular interest to
the United States from the schedules of other contracting parties to the
General Agreement.

Renegotiations initiated by the United States

On July 1, 1960, the beginning of the period covered by this report,
the United States was involved in renegotiations, under the provisions
of article XIX of the General Agreement, relating to its escape-clause
actions on safety pins, spring clothespins, and clinical thermometers.
"As stated earlier, the public notice issued by the Trade Agreements Com-
mittee on May 27, 1960, provided for the continuation of these renego-
tiations. Renegotiations under the provisions of article XXVIII for
the purpose of modifying the U.S. concessions in the General Agreement
on certain woolen fabrics were also pending on July 1, 1960.22 During
the 2-year period that ended June 30, 1962, the United States, in addi-
tion to participating in the pending renegotiations, engaged in renego-
tiations (1) to modify or withdraw concessions on bicycles and spring
clothespins and (2) to grant new concessions, in compensation for the
increased U.S. rates of duty on stainless steel table flatware, cotton type-
writer ribbon cloth, synthetic drugs, rubber-soled footwear, cellulose
sponges, nylon monofilament, waterproof cloth of cotton and other vege-
table fiber, and woolen fabrics.

For each of the U.S. partners in these renegotiations, the following
tabulation shows the articles involved in the U.S. action for which com-
pensatory concessions were granted, and identifies the agreement con-
taining those concessions according to the item number shown in the
tabular summary included earlier in the chapter:

21 Public notice of these negotiations was issued on Oct., 22, 1959 (see Operation of the
Trade Agreements Program, 13th report, pp. 94-95).
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Item No.
United States’ (in tabular Articles involved in U.S. action for
negotiating summary of which compensation was granted 1
partner U.S. tariff
negotiations)

Benelux_.________________ 7 | Cellulose sponges (CD).

Cotton typewriter-ribbon clath (EC).
Nylon monofilament (BCR).
Rubber-soled footwear (L).

Spring clothespins (EC and GA).
Synthetic drugs (CD).

Waterproof cotton cloth (L).

Woolen fabrics (GA).
Denmark.________________ 16 | Spring clothespins (EC and GA).
Germany, Federal Republic 24 | Safety pins (EC).

Ttaly. L. 30 | Waterproof cotton cloth (L).

Woolen fabrics (GA).

Japan. oo 33 | Clinical thermometers (EC).

Cotton typewriter-ribbon cloth (EC).
Rubber-soled footwear (L).

Stainless steel flatware (EC).
Waterproof cotton cloth (L).

Woolen fabric (GA).

Sweden. .. __________. 49 | Spring clothespins (EC and GA).
United Kingdom__________ 54 | Cotton typewriter-ribbon cloth (EC).
Safety pins (EC).

1U.S. action identified in parentheses as follows: BCR—Bureau of Customs ruling;
CD—court decision; EC—escape-clause proclamation; GA—GATT art. XXVIII modifi-
cation; L—legislation.

U.S. actions resulting in renegotiations.—The article XXVIII renego-
tiations concerning bicycles and spring clothespins were initiated after
the U.S. Supreme Court, on December 12, 1960, denied a petition for
certiorari in the case of United States v. Schmidt Pritchard & Co. The
decision of a lower court in that case had invalidated one of the escape-
clause rates on bicycles that the President had proclaimed in 1955; it
had also cast doubt on the validity of the other three escape-clause rates
on bicycles and on the validity of the escape-clause rate on spring clothes-
pins that had been proclaimed in 1957.22 Later, on October 18, 1961,

22 For details of the court action, see section on bicycles in ch. 3 of this report. For
discussion of the escape-clause investigation and the resulting Presidential proclamation
on bicycles, see Operation of the Trade Agreements Program, 9th report, pp. 118-119. For
the corresponding discussion relating to spring clothespins, see Operation of the Trade Agree-
ments Program, 11th report, pp. 92-93.
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the escape-clause proclamation on spring clothespins was invalidated by
a customs court decision. The U.S. Government’s appeal to the U.S.
Court of Customs and Patent Appeals from the lower court’s decision 23
was still pending on June 30, 1962, the closing date of the period covered
by this report. Even before the customs court decision on spring clothes-
pins, however, the United States moved to utilize the procedures of ar-
ticle XXVIII of the General Agreement. Through article XXVIII ne-
gotiations, the United States intended to withdraw or modify its con-
cessions on bicycles and spring clothespins in order to assure the appli-
cation of the rates provided for in the initial proclamations imposing
escape-clause rates of duty. The required public notice of these nego-
tiations and of the peril-point investigations by the Tariff Commission
was issued in December 1960.24

With regard to bicycles, the United States negotiated with Austria,
the Benelux countries, the Federal Republic of Germany, and the United
Kingdom. These negotiations were completed by mid-January 1961.%
On February 25, 1961, the President proclaimed the rates agreed to in
the article XXVIII negotiations,?® which were the same as those in the
1955 escape-clause proclamation. Inasmuch as the United States had
granted concessions in 1956 to compensate for the increase in the rates
effectuated by the 1955 escape-clause proclamation,?? no further compen-
satory concessions were granted in 1961.

With respect to spring clothespins, the United States negotiated with
the Benelux countries, Denmark, and Sweden. Both the agreement

~with Sweden, signed in September 1961 (item No. 49 in the tabular sum-

mary), and that with the Benelux countries, signed early in 1962 (item
No. 7), provided for the withdrawal from the General Agreement of the
U.S. concession on spring clothespins and, in compensation therefor, new
concessions by the United States.® However, the agreement with Den-
mark, signed early in 1962 (item No. 16), provided for a binding against
increase of the U.S. escape-clause rate of duty on spring clothespins—
20 cents per gross—and, in addition, compensatory U.S. concessions.
On April 30, 1962, the President proclaimed the rates of duty provided
for in the article XX VIII agreement with Denmark, along with the U.S.
concessions in many of the agreements concluded at Geneva in 1960-62.2°

2 The original court decision was C.D. 2292. Notice of the Government’s appeal was
published in Treasury Decisions of Dec. 21, 1961.

24 See section of this chapter on U.S. preparations for the Conference.

% See agreements identified by item Nos. 4, 6, 23, and 53 in the tabular summary.

26 Proclamation No. 3394 (3 CFR, 1961 Supp., 27). For details of the rates of duty, see
ch. 3 of this report.

27 See Operation of the Trade Agreements Program, 9th report, pp. 65, 66, 74, and 81.

28 In the agreement with Benelux, the concessions granted by the United States were not
only in compensation for the increase in the rate on spring clothespins but also for the with-
drawal or modification of various other concessions in the U.S. GATT schedule.

29 Proclamation No. 3468 (3 CFR, 1962 Supp., 50), which was later terminated in part
by Proclamation No. 3513 of Dec. 28, 1962 (28 F.R. 107).
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Accordingly, the rate of 20 cents per gross provided for spring clothes-
pins in the agreement with Denmark became effective on July 1, 1962.30
The rate proclaimed in 1962 was the same as that in the escape-clause
proclamation of 1957.3

For both stainless steel table flatware and cotton typewriter-ribbon
cloth, the United States had modified the concessions in its GATT sched-
ule following escape-clause action.3? For synthetic drugs, rubber-soled
footwear, cellulose sponges, nylon monofilament and waterproof cloth,
the concessions in the U.S. GATT schedule had been invalidated as a
result of either administrative rulings by the Bureau of Customs, deci-
sions of the customs court, or legislation. All of these actions involved
tariff reclassifications which had the effect of imposing higher rates of
duty than those provided for in the U.S. schedule of concessions in the
General Agreement.

Respecting woolen fabrics, the renegotiations during 1960-62 occurred
in two steps. In the first step, initiated in 1959, the United States
sought agreement from the interested supplier countries to end the tariff
quota on woolen fabrics that was part of the GATT concession granted
by the United States in 1947. Following these negotiations and con-
sultations, the United States, in an action effective January 1, 1961, re-
placed the tariff quota by new concession rates.?® The Benelux coun-
tries, Italy, and Japan filed claims for compensatory concessions. The
settlement of these claims comprised the second step of renegotiations
relating to woolen fabrics.

U.S. compensatory concessions granted in renegotiations.—Various con-
tracting parties to the General Agreement had rights to compensation
for changes in U.S. tariff treatment mentioned above. To settle their
claims the United States granted compensatory concessions on articles
covered by 81 statistical classes.3* These compensatory concessions
were embodied in separate agreements with the Benelux countries, Den-
mark, the Federal Republic of Germany, Italy, Japan, Sweden, and the
United Kingdom, all of which were signed during the 1960-62 GATT
Conference. The concessions were to become effective in two stages.

30 For discussion of the effective dates of the U.S. concessions granted in compensation
for the increase in the rate on spring clothespins, see the following section of this chapter.

31 Proclamation No. 3211 (3 CFR, 1954-1958 Comp., 136).

32 For details of the escape-clause action on stainless steel table flatware, which was
effective Nov. 1, 1959, see Operation of the Trade Agreements Program, 13th report, pp.
97-98; for details of such action with respect to cotton typewriter-ribbon cloth, which was
effective after the close of business on Sept. 22, 1960, see the section on status of escape-
clause investigations in ch. 3 of this report.

33 U.S. Department of State Press Release No. 636, Nov. 9, 1960.

34 Left unsettled on June 30, 1962, was a claim by France relating to the court decision
affecting the classification of cellulose sponges. For a list of U.S. compensatory con-
cessions, see U.S. Department of State Pub. 7350, Comm. Pol. Ser. 187, 1962, pp. 101-109 .
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The first stage of the U.S. concession granted to Sweden on certain paper
boxes became effective on October 18, 1961;% the first stage of the other
U.S. compensatory concessions became effective on July 1, 1962.3 The
second stage of all the U.S. compensatory concessions here under dis-
cussion (including the concession to Sweden on paper boxes) was to be-
come effective on July 1, 1963.

Renegotiations initiated by foreign countries

During July 1960-June 1962, the United States negotiated with the
following contracting parties to the General Agreement concerning vari-
ous adjustments in their schedules of concessions:3?

Australia (1, 2, 3) Netherlands on behalf of—
Brazil (8) Netherlands Antilles (35)
Canada (9, 10, 11) Surinam (36)
Ceylon (13) New Zealand (37)
Denmark (14, 15) Norway (39)
Finland (20) Pakistan (41)
Greece (25) Peru (43, 4)
Haiti (26) Rhodesia and Nyasaland (46, 47)
Indonesia (29) South Africa (48)
Japan (31, 32) Sweden (50)

Turkey (52)

By June 30, 1962, the close of the period covered by this report, all
but two of the renegotiations concerning U.S. claims for compensation
against the countries listed above were completed. These completed
‘renegotiations accounted for 26 of the 55 agreements shown in the tabu-
lar summary.® Two or more compensatory agreements were concluded
with some of the countries (viz, Australia, Canada, Denmark, the Neth-
erlands, Peru, and the Federation of Rhodesia and Nyasaland). With
respect to Japan, some U.S. claims for compensation were settled in an
agreement signed in April 1961; other such claims were still pending at
the close of the period here under review. The renegotiations between
New Zealand and the United States were also pending at the close of
this period.

Fifth Round of Multilateral Negotiations

As mentioned earlier in this chapter, the second phase of the 1960-62
GATT Tariff Conference, frequently referred to as the fifth round of
multilateral negotiations, or the Dillon round, opened officially on May

% Proclamation No. 3431 of Sept. 18, 1961 (3 CFR, 1961 Supp., 57).

36 Proclamation No. 3468 of Apr. 30, 1962 (3 CFR, 1962 Supp., 50).

37 The numbers in parentheses are the item numbers identifying the U.S. negotiations
with each of the countries in the tabular summary given earlier in this chapter.

38 The details of 11 of the 26 agreements providing compensatory concessions to the
United States are set forth in U.S. Department of State Pub, 7350, Comm. Pol. Ser. 187,
1962; detailed information on the remaining 15 agreements had not been published at the
time of writing this report.
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29, 1961. Two types of negotiations were conducted during the fifth
round: (1) Negotiations (under the provisions of art. XXVIII bis) be-
tween contracting parties to the General Agreement for new or additional
concessions, and (2) negotiations (under art. XXXIIT) between contract-
ing parties and countries desiring to accede to the General Agreement.

During the second phase, the United States concluded negotiations
with 19 contracting parties to the General Agreement, with a provisional
contracting party (Switzerland), and with 3 countries preparing to be-
come contracting parties (Cambodia, Israel, and Portugal).3® In 1960
these 23 countries supplied about three-fifths of U.S. imports and took
about the same share of U.S. exports.

The names of the 23 countries with which the United States negoti-
ated, together with the numbers that identify the fifth-round negotia-
tions in the summary tabulation given earlier in this chapter, are shown
below:

Austria (5) Haiti (27)

Cambodia (56) India (28)

Canada (12) Israel (57)

Denmark (17) Japan (34)

EEC (19): New Zealand (38)

Belgium Norway (40)
France Pakistan (42)
Germany (Federal Republic) Peru (45)
Italy Portugal (58)
Luxembourg Sweden (51)
Netherlands Switzerland (60)

Finland (21) United Kingdom (55)

Concessions granted by the United States 40

The U.S. trade agreements legislation in effect during 1960-62 pro-
vided that the rate of duty on an article might be reduced to the lowest
rate resulting from the use of any one of three alternative methods.*!

39 Reciprocal negotiations with Spain, a provisional contracting party to GATT, were
begun during the course of the 196062 Conference, but were not concluded until after the
close of the period covered by this report.

40 The concessions granted by the United States and its negotiating partners at the 1960—
62 Conference were annexed to interim agreements signed during the period March-June
1962 (see tabular summary).

For the U.S. concessions expressed in terms of U.S. statutory language (including the
compensatory concessions discussed in the preceding section of this chapter), see also U.S.
Department of State, General Agreement on Tariffs and Trade: Schedules of the United States
of America, Annotated to Show Countries With Whick Concessions Were Negotiated at Geneva
in 1960-61, Pub. 7451, Comm. Pol. Ser. 195, 1962. For the U.S. concessions expressed in
terms of statistical classifications, see U.S. Department of State Pub. 7350, Comm. Pol.
Ser. 187, 1962, pp. 101-109 (contains compensatory concessions), and Pub. 7408, Comm.
Pol. Ser. 194, 1962, pp. 55-151 (contains reciprocal concessions).

For the concessions obtained by the United States from each of its partners in the fifth
round of tariff negotiations, see U.S. Department of State Pub. 7349, Comm. Pol. Ser. 186,
1962, and Pub. 7408, Comm. Pol. Ser. 194, 1962.

41 The provisions of U.S. trade agreements legislation are summarized in the appendix.
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The first method permitted a reduction by 20 percent of the U.S. rate
applicable on July 1, 1958. The second method permitted a reduction
by 2 percentage points, except that no duty was to be entirely removed.
The third method permitted an ad valorem rate to be reduced to 50 per-
cent ad valorem, or a specific or compound rate of duty, to a rate or com-
bination of rates equivalent to 50 percent ad valorem. The first method
was used for the great bulk of the concessions granted by the United
States during 1960-62.

The trade agreements legislation also provided that, regardless of the
method employed in reducing a rate of duty, the reduction was to be
effected in stages. The concessions negotiated by the United States in
1960-62 were staged for the most part in the minimum period provided
in the legislation: For the first and second methods of rate reduction,
in two stages (i.e., by 10 percent or 1 percentage point, respectively) 1
year apart, and for the third method in three stages (a third of the re-
duction) 1 year apart. The first stage of U.S. concessions granted in
the fifth round became effective July 1, 1962;%2 subsequent stages were
to become effective on July 1, 1963, and July 1, 1964, respectively.

Table 1 presents data on the scope of the concessions that the United
States granted during the fifth round of tariff negotiations. Total U.S.
imports from the 23 countries with which the United States negotiated
at Geneva were valued at about $8.8 billion in 1960, which represented
about three-fifths of U.S. imports in that year. The United States
granted tariff concessions on products that accounted for imports valued
at $1.2 billion from the countries of initial negotiation, or for 14 percent
of U.S. imports from the 23 countries concerned. Imports from all
countries of the products on which the United States granted concessions
were valued at about $1.8 billion in 1960,% or about 12 percent of U.S.
imports of all products in that year.

The value of U.S. trade with individual countries covered by conces-
sions negotiated with them during the fifth round at Geneva varied wide-
ly from country to country. As measured by U.S. imports from each
country in 1960 of articles on which the United States granted conces-
sions directly to it, the “trade coverage” of U.S. concessions to the Euro-
pean Economic Community amounted to $795 million; that of those to
the United Kingdom, $201 million; to Canada, $65 million; and to India,
$50 million. In contrast, the “trade coverage” of U.S. concessions to 8
of the 23 countries amounted to less than $10 million each. Further,

42 Proclamations No. 3468 (3 CFR, 1962 Supp., 50) and No. 3479 of June 20, 1962 (3 CFR,
1962 Supp., 70), which were later terminated in part by Proclamation No. 3513 (28 F.R.
107).

# Excluded are the U.S. imports that were not dutiable at trade-agreement rates of
duty—viz, imports from Communist-dominated countries, from Cuba, and from the
Philippine Republic, and also the imports entered duty-free for U.S. Government use.
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TasLe 1.—U.S. imports for consumption from specified countries, 1960:
All articles (dutiable and free) and articles on whickh the United States
granted direct concessions in the fifth round of tariff negotiations

Articles on which the
All articles 2 United States granted
direct concessions
Country!

Percent of
Dutiable Free Total Value total value of

all articles

Million Million Million Million
dollars dollars dollars dollars
Austria oo oocooooo 48.7 0.8 49.5 10.2 21
6.6 6.6 || oo
1,959.4 | 3,163.6 64.5 2
19.1 98.4 3 1
EEC . 2,003.0 255.3 | 2,258.3 794.8 35
Finland . ____.__._____ 19.8 32.3 52.1 2.8 5
Haitio oo 6.5 11.1 17.6 .6 3
India. oo 161.6 68.4 230.0 51.3 22
Israel. . 24.0 3.3 27.3 17.5 64
APAN._ e oo 1,046.7 79.8 | 1,126.5 18.5 2
New Zealand. . ________ 59.4 57.6 117.0 11.6 10
MNorway . - ccccocaoo 66.3 21.4 87.7 5.4 6
Pakistan_ ... 9.3 27.7 37.0 @®) ®

(= 4 67.2 102.0 169.2 6.0 4
Portugal . _ . oo 28.9 8.6 37.5 9.2 25
Sweden. - - oo 120.4 49.9 170.3 12.6 7
Switzerland _____________ 166.3 1.0 197.3 17.1 9
United Kingdom_____.___ 779.6 216.5 996.1 201.4 20
Total . . 5,891.2 | 2,950.8 8,842.0 1,224.8 14

1 Excludes Spain, with which U.S. negotiations were completed after the close of the
1960-62 tariff Conference.

2 Figures reported here reflect revisions in the official statistics of the U.S. Department
of Commerce that were made subsequent to the preparation of U.S. Department of State
Pub. 7408, Comm. Pol. Ser. 194.

3 Less than $50,000.

4 Less than 0.5 percent,

Source: U.S. Department of State Pub. 7408, Comm. Pol. Ser. 194, 1962, p. 152, except
as noted.

U.S. imports of direct-concession articles from each of 12 negotiating
countries accounted in 1960 for 10 percent or less of total U.S. imports
therefrom.

As indicated in an earlier section of this chapter, the articles on which
the U.S. negotiators were authorized to offer concessions had to be se-
lected from published lists of articles, which were submitted by the Pres-
ident to the Tariff Commission for “peril point” investigations. As a
result of its peril-point investigations, the Commission found that the
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tariff restrictions on certain articles in the President’s lists could not be
reduced without causing, or threatening to cause, serious injury to the
domestic industries concerned. Such articles were omitted from the ini-
tial offers to the various countries.

In the negotiations with the European Economic Community, Nor-
way, Sweden, and the United Kingdom, the initial offers of the United
States did not afford adequate bargaining power to obtain the desired
concessions. Accordingly, the articles excluded from the initial U.S.
offers were reexamined by the Trade Agreements Committee, the Trade
Policy Committee, and the President, and a number of articles were se-
lected to improve the bargaining position of the United States. In-
cluded in the new U.S. offers were reductions in duty to levels below
those specified by the Tariff Commission in its peril-point findings. The
fifth-round negotiations between the United States and its negotiating
partners were concluded shortly after the exchange of additional offers.
Pursuant to section 4(a) of the Trade Agreements Extension Act of 1951,
the President reported to the Congress, identifying the concessions which
reduced the duties below the peril-point levels found by the Tariff Com-
mission.** Promptly thereafter, as required by section 4(b), the Com-
mission deposited with the House Committee on Ways and Means and
the Senate Committee on Finance a copy of the portions of its peril-
point report dealing with the items identified by the President.

Concessions obtained by the United States

The negotiators of countries with which the United States dealt dur-
“ing the fifth round were not generally restricted by domestic legislation
in the type of concessions they could grant, as was the U.S. delegation.
Although responsible, of course, to their home governments, delegations
other than that of the United States were not legally limited to reduc-
tions in duties of a certain percentage or less—say, 20 percent. Never-
theless, the character of the U.S. negotiation authority influenced the
type of concessions offered by other participants in the fifth round.
Even before the negotiations had commenced, the European Economic
Community had offered to maintain a reduction of 20 percent which it
had made in its common external tariff for most industrial articles, pro-
vided that its trading partners in the General Agreement offered recipro-
cal concessions. Moreover, many of the concessions offered in the nego-
tiations by other contracting parties amounted to reductions of no more
than 20 percent.

Table 2 presents data on the scope of concessions that the United
States obtained as country of initial negotiation during the fifth round
of tariff negotiations. Total U.S. exports to the 23 countries with which
the United States negotiated at Geneva were valued at $11.8 billion in

44 See White House Press Release, Mar. 7, 1962, including copy of messages from the
President to the Congress regarding peril points.
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TasLe 2.—U.S. exports of domestic merchandise to specified countries,
1960: All articles and articles on whick the United States obtained direct
concessions in the fifth round of tariff negotiations

Articles on which the United States
obtained direct concessions
Country! All articles 2
Percent of total
Value3 value of all articles
M;:llion dollars Million dollars

Austria. o vocoooccciaoan 80.0 47.6 10
Cambodia.___......_____ 7.0 1.1 16
Canada._covocicceee 3,632.7 75.1 2
Denmark. ... .. 108.7 17.2 16
) 2% X 3,400.0 41,000.0 29
Finland 56.3 4.6 8

Haiti_ .. 25.1 ®) %)
India_. 639.1 743.6 7
Israel ... 118.4 421.8 18
{qapan ................... 1,324.8 23.4 2
ew Zealand_ . __________ 74.6 4.5 6
Norway oo ooccoooooooe 89.1 20.8 23

Pakistan__ ... 168.8 .1 Q]
Peru. oo . 142.1 46.7 5
Portugal . ______________ 38.4 8.9 23
Sweden . . - - ooocoeooooo 298.8 9.6 3
Switzerland.._.___._______ 246.5 19.6 8
United Kingdom_____._.___ 1,386.4 4 300.0 22
Total . ..o ____ 11,836.8 1,564.6 13

1 Excludes Spain, with which U.S. negotiations were completed after the close of the
1960-62 tariff Conference.

2 From official export statistics of the U.S. Department of Commerce; excludes special-
category commodities.

3 Computed on the basis of the official import statistics of the listed countries.

4 Estimated.

5 Less than $50,000.

6 Less than 0.5 percent.

7 For fiscal year ending Mar. 31, 1961.

Source: U.S. Department of State Pub. 7349, Comm. Pol. Ser. 186, 1962 p. 106, and
Pub. 7408, Comm. Pol. Ser. 194, 1962, pp. 1-3 and 8.

1960, and accounted for slightly more than three-fifths of U.S. exports
in that year. U.S. exports to the negotiating countries of products on
which direct tariff concessions were obtained were valued at $1.6 billion,
or 13 percent of total U.S. exports to such countries.

As noted in the previous section, the U.S. negotiations with individual
countries varied widely in extent. Based on the “trade coverage” in
1960 of the concessions obtained, the negotiations with the European
Economic Community and the United Kingdom were by far the most
important. Concessions obtained in those negotiations covered U.S. ex-



JULY 1960—~JUNE 1962 23

ports to the EEC valued at $1 billion (29 percent of total U.S. exports
thereto) and exports to the United Kingdom valued at $300 million (22
percent). On the other hand, U.S. exports to each of 9 negotiating
countries in 1960 of articles on which the United States obtained con-
cessions were valued at less than $10 million. Moreover, U.S. exports
of concession articles to each of 11 negotiating countries accounted for
10 percent or less of total U.S. exports thereto.






Chapter 2

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

INTRODUCTION

The General Agreement on Tariffs and Trade (GATT), the most im-
portant and most comprehensive agreement that the United States has
entered into under the provisions of the Trade Agreements Act, is a mul-
tilateral agreement to which the United States and 40 other countries
were contracting parties at the close of the period under review.! The
General Agreement consists of two parts: (1) The so-called general pro-
visions, which consist of numbered articles that set forth rules for the
conduct of trade between contracting parties,? and (2) the schedules of
tariff concessions that have resulted from the various multilateral nego-
tiations sponsored by the Contracting Parties.

On June 30, 1960, the beginning of the 2-year period covered by this
report, the following 37 countries were contracting parties to the General

~Agreement: Australia, Austria, Belgium, Brazil, Burma, Canada, Cey-

lon, Chile, Cuba, Czechoslovakia, Denmark, the Dominican Republic,
Finland, France, the Federal Republic of 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. By June 30, 1962, 4 additional countries—Nigeria, Portugal,
Sierra Leone, and Tanganyika—had become contracting parties, thus
expanding membership in the General Agreement to 41 countries.

Article XXV of the agreement provides that the Contracting Parties
shall meet from time to time to further the objectives of the agreement
and to resolve problems that may arise. During the period under re-
view the Contracting Parties held three regular sessions at Geneva,
Switzerland: The 17th Session, which lasted from October 31 to No-

1 For the earlier history of the General Agreement, see Operation of the Trade Agreements
Program: 1st 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 without initial 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.

25
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vember 19, 1960; the 18th, from May 15 to 19, 1961; and the 19th, from
November 13 to December 9, 1961. Because the amount of business to
be considered at these sessions had increased greatly in recent years,
the Contracting Parties had found it necessary to turn over considerable
work to the Council of Representatives (usually referred to simply as
the Council).? As a result, the Council, during the period covered by
this report, met 10 times—more frequently than had the Intersessional
Committee in earlier years. In addition to the regular sessions and the
council meetings, a meeting of Ministers was convened in November
1961.

The following discussion of developments during the period covered
by this report is presented under three headings: (1) Matters arising
from the operation of the agreement; (2) regional economic arrange-
ments; and (3) other developments relating to the agreement.

MATTERS ARISING FROM THE OPERATION OF
THE GENERAL AGREEMENT

Matters arising from the operation of the agreement are discussed
under the following four categories: (a) Complaints to the Contracting
Parties under the provisions of article XXIII;* (b) waivers of obligations
granted by the Contracting Parties under article XXV (c) releases from
obligations authorized by the Contracting Parties under article XVIII;
and (d) import restrictions imposed by contracting parties for balance-
~ of-payments reasons, under the provisions of articles XII and XVIILS

Complaints

Article XXIII of the General Agreement provides that if any con-
tracting party considers that a benefit accruing to it under the agree-
ment is being nullified or impaired by action of another contracting
party, it may bring the alleged impairment to the attention of the party
concerned. If consultations between the two parties do not result in
an adjustment satisfactory to both, the matter may be referred to the

3 At their 16th Session held in May-June 1960, the Contracting Parties established the
Council of Representatives as a successor to the Intersessional Committee.

4 Unless otherwise specified, the numbers of the articles of the General Agreement as
used in this chapter are those of the amended agreement. The protocol amending the
preamble and pts. II and III of the agreement entered into force in part for two-thirds of
the contracting parties on Oct. 7, 1957. For the General Agreement as so amended, see
Contracting Parties to GATT, Basic Instruments . . . : vol. II1, Text of the General Agree-
ment, 1958, Sales No.: GATT/1958-5, Geneva, 1958.

8 For the texts of discussions, resolutions, and reports of the 17th, 18th, and 19th Sessions,
see Contracting Parties to GATT, Basic Instruments . . ., 9th supp., Sales No.: GATT/
1961-1, Geneva, 1961, and 10th supp., Sales No.: GATT/1962-1, Geneva, 1962.
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Contracting Parties for examination and for appropriate recommenda-
tion. Matters brought before the Contracting Parties in this manner
are known as complaints.

At their 17th, 18th, and 19th Sessions, the Contracting Parties con-
sidered four complaints. By the close of the period covered by this
report, the issues raised by two of the four complaints had been settled.

Complaints settled by June 30, 1962

French stamp tax on imports—On January 19, 1961, the French Gov-
ernment informed the Contracting Parties that, as promised by its rep-
resentative at the 16th Session, it had reduced its stamp tax from 3 to
2 percent, effective January 1, 1961. This action appeared to settle a
long-standing U.S. complaint.

The French stamp tax on imports, which had been levied in addition
to the regular import duties, was originally designed to defray the costs
of clearing imported commodities through the customs. Article IT of
the General Agreement authorizes the imposition of fees or other charges
commensurate with the cost of services rendered. At the Ninth Session
of the Contracting Parties in 1954-55, the United States had complained
that France in March 1954 had increased its stamp tax from 1.7 percent
to 2 percent ad valorem. The matter was temporarily resolved, how-
ever, when the French representative noted that France had not in-
creased 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.®

In August 1955, despite this expressed intention, France increased the
tax from 2 percent to 3 percent, with the specific provision that the in-
crease in the proceeds thus derived be applied to the budget for agricul-
tural family allowances. The United States immediately complained
to the Contracting Parties that France’s action was inconsistent with
its obligations. When the matter came before the Contracting Parties
at their 10th Session, the French representative agreed that the increase
in the tax was contrary to the provisions of the General Agreement. He
stated, however, that exceptional circumstances had caused the increase
and that France would adjust the tax as soon as possible.

The U.S. complaint appeared on the agenda of the Contracting Parties
at each of the four succeeding sessions but, despite the hope expressed
each time by the French representatives that the stamp tax would be
reduced, the French Government maintained it at 3 percent. At the
16th Session, in May-June 1960, the French representative stated that
on January 1, 1961, his Government would reduce the tax to 2 percent.

Italian measures favoring domestic production of ships’ plates—At the
18th Session, the Italian representative announced that on March 31,

8 Operation of the Trade Agreements Program, 8th report, pp. 34-36.
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1961, his Government had modified domestic legislation, with the result
that Italian shipyards using imported steel were now entitled to the same
tax benefits as those using domestically produced steel. He concluded,
therefore, that the grounds for a long-standing complaint had been re-
moved; the Austrian delegate concurred. The Contracting Parties took
note of the fact that the complaint was settled.

Austria’s complaint concerning Italian measures designed to stimulate
domestic production of ships’ plates was first submitted at the 13th Ses-
sion in 1958. Austria had stated that, pursuant to a law of July 17,
1954, Italy had granted tax remission and other tax benefits to the Italian
shipbuilding industry using domestically produced ships’ plates, but that
it had not extended those benefits when imported ships’ plates were
used. According to the Austrian representative, Austrian exports of
ships’ plates to Italy had declined steadily after the law of July 17, 1954,
became effective. On November 20, 1958, after the Contracting Parties
had heard representatives of both Italy and Austria, delegates from
these countries informed the Contracting Parties that they had reached
agreement and requested that the complaint be dropped from the agenda.

On April 20, 1959, however, Austria notified the Contracting Parties
of a new development. According to the Austrian delegate, the Italian
Government had on January 26, 1959, submitted to the Parliament a
draft law which would modify the 1954 law by extending the benefits
being granted to domestic producers of ships’ plates to producers of such
articles in other member countries of the European Coal and Steel Com-
" munity. In the light of this development, Austria proposed further
consultations with Italy and requested that the matter be placed on the
agenda for the 14th Session. At that session Italy agreed to consult
with Austria. The matter was not resolved during the 15th, 16th, and
17th Sessions.

Complaints not settled by June 30, 1962

Italian discrimination against imported agricultural machinery.—At the
17th Session, the United Kingdom reinstated an earlier complaint con-
cerning Italian discrimination against imported agricultural machinery.
Under a law of July 25, 1952, Italy had established a revolving fund to
enable Italian farmers to purchase domestic tractors and other agricul-
tural machinery on especially favorable credit terms, but funds were not
made available for the purchase of imported agricultural machinery.

In November 1958, after the matter had been examined by a panel of
experts, the Italian delegate indicated that his Government had agreed
to extend to purchasers of foreign agricultural machinery the same credit
facilities available to purchasers of domestic agricultural machinery.
The representative of the United Kingdom stated that Italy’s agreement
did not involve amendment of those provisions of the Italian law that
had given rise to the discrimination. Nevertheless, he requested the
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Contracting Parties to remove the complaint from the agenda, subject
to the reservation that the United Kingdom might resubmit it should
the occasion arise.”

At the 17th Session, the United Kingdom delegate stated that the Ital-
ian Government had, in January 1959, made fresh allocations to the ro-
tating fund, and, in February 1960, sponsored a bill that would extend
the rotating fund on the same discriminatory basis beyond 1964. The
United Kingdom, supported by Canada, Sweden, and the United States,
thereupon requested the Italian Government to remove the offending
provision of the bill. The Italian representative stated that his Gov-
ernment would attempt to settle the question before 1964. He therefore
urged that the United Kingdom withhold its complaint, which it appar-
ently did.

Recourse to article XXIII by Uruguay.—Shortly before the 19th Ses-
sion, Uruguay alleged that certain of its benefits as a contracting party
were being impaired as a result of import restrictions imposed by 19
contracting parties on certain of its exports. Following the procedure
set forth in article XXIII, Uruguay concluded consultations with 12 of
the contracting parties concerned before the opening of the 19th Ses-
sion.

Early in the 19th Session, the Uruguayan representative reported that
the consultations had not produced solutions satisfactory to his Gov-
ernment; he therefore requested that the Contracting Parties examine
the complaints and authorize Uruguay to suspend certain concessions it
had granted to contracting parties in the event that such action should
prove to be warranted. The Contracting Parties noted that the prob-
lem presented by Uruguay raised important issues being considered at
the session by various committees. Inasmuch as Uruguay had an-
nounced its intention to present the matter at the meeting of Ministers
scheduled for November 1961, the Contracting Parties deferred further
consideration of the complaint.

Later during the session, the Uruguayan representative stated that
his Government hoped that the Contracting Parties would adopt the
recommendations by the Ministers to provide procedures for negotiat-
ing greater access to markets for agricultural products. Uruguay, be-
lieving that adoption of these recommendations would alleviate that
country’s difficulties, decided not to ask for immediate consideration of
its complaint under article XXIII:2. The Uruguayan representative
also noted that the Contracting Parties were to make a special study of
international trade in an agricultural product of especial importance to
Uruguay (meat).?

7 See Operation of the Trade Agreements Program, 12th report, pp. 12-13.
8 See the section of this chapter on expansion of international trade.
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Reports on Waivers of Obligations

The drafters of the General Agreement on Tariffs and Trade had en-
visioned the possibility that a contracting party might—because of spe-
cial or exceptional circumstances—find that it could not comply with
certain obligations imposed by the provisions of the agreement. Various
articles, therefore, authorized the Contracting Parties to grant waivers
of obligations under the agreement to the extent necessary to enable
a contracting party to overcome particular problems. Article XXV:5
contains one of the main provisions for such waivers of obligations; the
following discussion relates to waivers granted under this provision. .

During the period covered by this report, the Contracting Parties
granted new waivers of obligations under article XXV:5 to Ceylon, Indo-
nesia, Italy, the Federation of Rhodesia and Nyasaland, Turkey, and
Uruguay. Moreover, various contracting parties submitted reports on
actions taken under waivers granted earlier.

Ceyl, tariff incr

Shortly before the 18th Session, Ceylon notified the Contracting Par-
ties that, in order to stop a serious drain in its monetary reserves, it was
necessary either to intensify certain of its quantitative import restric-
tions or to temporarily increase customs duties on a large number of
imported products. After the Council of Representatives had consid-
ered the matter, Ceylon announced that, of the two alternatives, it con-
sidered temporary duty increases to be less restrictive of trade. Be-
. cause such duty increases would be inconsistent with article IT of the
General Agreement, Ceylon requested that the Contracting Parties waive
its obligations under that article until it could institute other corrective
measures consistent with the agreement. After consultations with the
International Monetary Fund—held in accordance with article XV of
the General Agreement—confirmed the serious nature of Ceylon’s mone-
tary position, the Contracting Parties, on April 10, 1961, granted the
waiver requested. Under its terms, however, Ceylon could not increase
duties on the products identified in the waiver by more than 5 percent
ad valorem. In addition, the waiver required that Ceylon submit an-
nual reports of actions taken thereunder. The waiver was to terminate
December 31, 1962, or whenever the increased duties permitted under
the waiver were eliminated, whichever date was the earlier.

At the 19th Session of the Contracting Parties, Ceylon submitted its
first annual report under the waiver. The report indicated that in the
period that had elapsed after the waiver had been authorized, Ceylon
had eliminated several of the duty increases. The Contracting Parties
noted the Ceylonese report without discussion.

Indonesian tariff revision

By a decision of April 10, 1961, the Contracting Parties granted Indo-

nesia a waiver of its obligations under article II to enable that country
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to revise its tariff without first renegotiating with interested contracting
parties the concessions it had granted in the General Agreement. The
Contracting Parties took note of the fact that crucial economic circum-
stances did not permit Indonesia sufficient time to renegotiate under
article XXVIII prior to the tariff revision. At the 19th Session Indo-
nesia informed the Contracting Parties that it had successfully concluded
negotiations with 14 countries and expected soon to complete its few re-
maining renegotiations. In taking note of the Indonesian report, the
Contracting Parties agreed that Indonesia be permitted at the 20th
Session to report informally on its progress under the waiver.

Italian customs treatment of Somali products

On September 19, 1960, Italy requested a waiver of its obligations
under article I to enable it to continue to accord special customs treat-
ment to imports of certain Somali products. Somalia, which the United
Nations had placed under Italian trusteeship after World War II, had
become an independent state, the Somali Republic, on July 1, 1960;
during the trusteeship period Italy had granted special customs treat-
ment to certain imports from Somalia, including duty-free status for
certain key exports from that country. Moreover, as part of an eco-
nomic assistance program for Somalia, Italy wished to continue its spe-
cial duty treatment of Somali products. Inasmuch as Somalia had be-
come an independent nation, however, the continuation of preferences
by Italy would conflict with the most-favored-nation provisions of article
. I of the General Agreement unless the Contracting Parties granted a
waiver.

The Council of Representatives appointed a working party to examine
the Italian request. In its report at the 17th Session, the working party
concluded that discontinuance of the customs treatment accorded by
Italy to Somali products would have disruptive effects on the Somali
economy, and that economic assistance by Italy to the Government of
Somalia was in conformity with the spirit of the General Agreement.
It recommended therefore that Italy be granted the waiver sought, but
that it be limited to 5 years. After discussion, the Contracting Parties
approved the working party’s recommendation.

Rhodesia-Nyasaland waiver for dependent territories of the United Kingdom

At their 17th Session the Contracting Parties granted the Federation
of Rhodesia and Nyasaland a waiver of its obligations under article I
permitting it to increase certain margins of tariff preference accorded
products of dependent territories of the United Kingdom. The waiver,
which was modeled after the Australian waiver relating to products of
Papua and New Guinea (discussed below), permitted tariff changes in-
tended to assist in the economic development of such dependent terri-
tories. Under its terms the waiver could not be invoked in actions that
would cause serious injury to the trade of other contracting parties.
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The Federation was required to submit the usual annual reports to the
Contracting Parties.

At the 19th Session the Federation of Rhodesia and Nyasaland re-
ported that it had taken no action under the waiver. The Contracting
Parties took note of the report without discussion.

Rhodesia-Nyasaland tariff preferences

At their 17th Session, the Contracting Parties approved a procedure
whereby the margins of tariff preference on certain goods traded between
the Federation of Rhodesia and Nyasaland and South Africa or Australia
could be increased. After its emergence as an independent country in
1953 and the adoption of its unified tariff in 1955, the Federation of
Rhodesia and Nyasaland entered into trade agreements with South
Africa and Australia. These agreements called for margins of preference
to be mutually applied to certain products traded between the signatory
countries. Shortly before the beginning of the period under review, the
signatories announced their intention to enter into new trade agreements,
and they requested that the Contracting Parties grant them approval to
increase certain of the margins of preference that they had maintained
under the previous trade agreements. As noted, the Contracting Par-
ties agreed to that request.

Turkish tariff reform

At their 17th Session the Contracting Parties granted Turkey a waiver

from article IT of the General Agreement enabling it to put its revised
“tariff into force without first renegotiating concessions that it had grant-
ed. The Turkish law enacting the revised tariff became effective on
January 11, 1961.

At the 18th Session Turkey reported that it had been unable to com-
plete the renegotiations attending the imposition of its new tariff; Tur-
key requested, and the Contracting Parties granted, an extension of the
waiver until the end of the 19th Session. During the 19th Session, Tur-
key reported that it would complete its renegotiations by the end of
the session; the waiver presumably expired at that time.

Uruguayan import surcharges

By a decision of May 8, 1961, the Contracting Parties granted Uru-
guay a waiver of its obligations under article IT of the General Agree-
ment to permit that country to apply certain import duty surcharges
instituted in 1960. The surcharges were imposed as a temporary meas-
ure to redress deficits in the Uruguayan balance of payments as well as
to simplify Uruguay’s complex system of surcharges and prior deposits.

In granting the waiver the Contracting Parties noted that the Inter-
national Monetary Fund had confirmed the serious nature of Uruguay’s
balance-of-payments and reserve position. The waiver was to terminate
on Uruguay’s elimination of the surcharges or on July 1, 1963, whichever
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date was the earlier. In addition, the waiver required that Uruguay
submit annual reports of actions taken under the waiver.

At the meeting of the GATT Council in September 1961, Uruguay
submitted its first annual report under the waiver. The report noted
that in the short period that had elapsed since it had been granted the
waiver, Uruguay’s balance-of-payments position had improved some-
what, but that the country’s terms of trade had continued to deteriorate.
Uruguay reported therefore that it was as yet unable to eliminate any
of its surcharges. On recommendation of the Council, the Contracting
Parties approved the Uruguayan report at their 19th Session.

Australia’s special customs treatment of products from Papua and New Guinea

At the 18th Session of the Contracting Parties in 1961, Australia sub-
mitted its seventh report on actions taken under a 1953 waiver which
had permitted it to accord preferential tariff treatment to products of
the territories of Papua and New Guinea. Australia stated that it had
taken no actions under the waiver during the time that had elapsed
since it submitted its sixth report in 1959.° The Contracting Parties
took note of the Australian report.

Belgian quantitative restrictions on imports

At the 17th Session, Belgium submitted its fifth annual report under
the terms of a 1955 waiver which had permitted it to retain various
quantitative restrictions on agricultural products beyond the time it
ordinarily could have done so because of balance-of-payments reasons.!®
The Contracting Parties expressed serious concern over Belgium’s lack
of progress in removing its quantitative restrictions. They noted Bel-
gium’s intention to liberalize trade in certain agricultural products be-
ginning in January 1961, but felt that more rapid liberalization would
be needed to enable Belgium to terminate its quantitative restrictions
by the end of 1962—the deadline specified in its waiver. Some con-
tracting parties noted with concern that Belgium had found it necessary
to impose additional tariff restrictions on certain products from which
it had removed quantitative restrictions. The Belgian representative
assured the Contracting Parties that Belgium planned to ease quanti-
tative restrictions as rapidly as possible with the ultimate aim of elim-
inating them by the end of the waiver period.

At the 19th Session, Belgium submitted its sixth report under the terms
of the waiver. Belgium indicated that it would remove import restric-
tions on several items by December 31, 1962 (the termination date of
the waiver), but that import restrictions on a number of commodities

9 Actions taken earlier by Australia under the waiver are discussed in previous reports
on the Operation of the Trade Agreements Program.

10 For discussion of Belgium’s first, second, third, and fourth annual reports under the
waiver, see Operation of the Trade Agreements Program: 10th report, pp. 23-24; 11th report,
pp. 34-35; 12th report, pp. 23-24; and 13th report, pp. 18-20.
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would remain in effect after that date. Restrictions would remain in
effect on certain fish, fruits, vegetables, horticultural articles, seed grains,
and sugar beets. After considering the report, the Contracting Parties
agreed that Belgium should consult with them in the spring of 1962.
Although no action was taken at the Council meeting in the spring of
1962, Belgium agreed to consult with interested contracting parties con-
cerning any restrictions still in effect after the close of the waiver period.
Brazilian tariff revision

In August 1957 a new Brazilian tariff entered into force; prior thereto
the Contracting Parties had granted Brazil a waiver of its obligations
under article II to enable that country to promulgate the new tariff
without first renegotiating the tariff concessions it had granted in the
General Agreement. The waiver required Brazil to conduct such re-
negotiations within 1 year from the entry into force of the new tariff.
Although circumstances necessitated several postponements of this dead-
line, Brazil succeeded, by August 1960, in concluding renegotiations with
a number of contracting parties.

At its meeting shortly before the 17th Session, the Council noted that
Brazil had, with few exceptions, given effect to the concessions granted
in its renegotiations. The Council recommended, therefore, that the
Contracting Parties regard the terms of the waiver as having been satis-
fied. With respect to the rates not renegotiated, the Council suggested
that the Contracting Parties grant Brazil a new waiver pending the nec-
essary renegotiations under article XXVIII at their 17th Session. The

- Contracting Parties approved the recommendation of the Council.

At the 18th Session, Brazil reported that it had completed such re-
negotiations with all but three contracting parties, and that it expected
the remaining renegotiations to be completed by June 1961. Under the
waiver, Brazil was required to report to the Contracting Parties no later
than September 1, 1961; it had not done so by June 30, 1962.

Chilean import charges

At the 17th Session of the Contracting Parties in November 1960,
Chile requested an extension of a waiver that had been granted in 1959
authorizing it to impose import surcharges. In support of its request,
the Chilean delegate explained that severe natural disasters in his coun-
try in the spring of 1960 had created abnormal economic conditions, the
effects of which had not been fully determined. He also indicated that
work on Chile’s new tariff (the adoption of which would make the con-
tinuation of the temporary surcharges unnecessary) had been delayed.
After discussion the Contracting Parties granted Chile a 1-year exten-
sion of its waiver.

At the 19th Session, Chile again requested a 1-year extension of its
waiver. The Chilean representative stated that the problems that had

iven rise to the extension of its waiver at the 17th Session were still
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unresolved. The new Chilean tariff had not yet been completed, and
the reconstruction efforts made necessary by the earthquake required
continuation of the additional import levies. After consultation with
the International Monetary Fund, the Contracting Parties approved the
Chilean request.

Franco-German treaty on the Saar

At both the 17th and 19th Sessions, France and the Federal Republic
of Germany reported on actions taken under a waiver relating to their
trade relations with the Saar. In 1959, pursuant tc a treaty between
France and the Federal Republic of Germany signed in 1956, the Saar
had become part of the West German customs and currency area; trade
between France and the Saar, though free of duty, had become subject
to annual quotas.

At the 17th Session, the Federal Republic of Germany indicated that
it had taken no action under the waiver since submission of its previous
report. France reported that, as required by the treaty, it had imple-
mented quotas limiting trade between it and the Saar. At the 19th
Session, both Governments reported that they had taken no further ac-
tion under the waiver during the year under review. At both sessions,
the Contracting Parties took note of the reports without discussion.

German import restrictions

During the 17th Session, the Federal Republic of Germany submitted
its second annual report on actions taken under a 1959 waiver that had
permitted it to impose nontariff trade restrictions on certain articles.!
The report listed the products on which quotas had been removed, indi-
cated the volume of imports of commodities still under import restric-
tions, and described the licensing system applied to the products covered
by the waiver.

The Contracting Parties concluded that West Germany had made ex-
cellent progress by removing a number of restrictions on imports of the
industrial products covered by the waiver, but that only one so-called
agricultural item, candies, had been freed from import restrictions. Sev-
eral contracting parties commented that West Germany needed to ac-
celerate the removal of its import restrictions if it were to eliminate the
use of quotas within the 3-year period contemplated by the waiver.
Furthermore, many contracting parties were concerned that West Ger-
many had not yet announced firm dates for the complete removal of
nontariff restrictions covered by its waiver.

At the 19th Session, West Germany submitted its third report under
the waiver. The Contracting Parties noted that, although West Ger-

11 For the history of the German waiver and a discussion of Germany’s first annual report,
see Operation of the Trade Agreements Program: 12th report, pp. 41-45; 13th report, pp.
21-23,
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many had made some progress in removing restrictions in the period
under review, many would still have to be removed before that country
satisfied its obligations under the waiver. West Germany was requested
to report on its plans for meeting the terms of the waiver at the Council
meeting in May 1962.

At the Council meeting the West German representative stated that
at the 20th Session of the Contracting Parties his Government would
submit a report on its actions under the waiver. He also stated that
some restrictions would be removed within the specified time limit,. but
that it was not possible to announce his Government’s decision regard-
ing the remaining restrictions inasmuch as they were currently being
considered in connection with the Common Agricultural Policy of the
European Economic Community.

Italian customs treatment of Libyan products

During the period under review, Italy and Libya submitted reports
regarding Italian customs treatment of Libyan products. In 1951 the
Contracting Parties had granted Italy a waiver of its most-favored-
nation obligations under article I of the General Agreement to permit
Italy to accord duty-free entry to a specified list of Libyan products.
The waiver was intended to allow action to facilitate the development
of Libya’s economy during that country’s transition to political inde-
pendence. Subsequently, the Contracting Parties requested Italy to
submit an annual report on the development of Italian-Libyan trade;
they also requested Libya to report annually on Libyan economic de-
‘velopment.1?

The eighth annual reports of Italy and Libya, submitted at the 17th
Session, noted that Italian imports from Libya were slightly smaller in
1959 than in 1958. The decrease resulted mainly from a poor olive crop
and the resultant decline in exports of Libyan olive oil. The Italian
representative, however, stated that his country’s imports from Libya
were developing as expected and that they did not prejudice the export
trade of other contracting parties. The Libyan representative stated
that Italy was Libya’s largest export market and that the waiver con-
tinued to be of prime importance to his country. The Contracting Par-
ties took note of the two reports.

At the Council meeting in September 1961, the Governments of Italy
and Libya submitted their ninth reports. Both Governments stressed
the importance of the waiver to the Libyan economy. In its report,
Italy stated that it had received, and was prepared to accept, Libya’s
formal request for the maintenance of the special customs treatment

12 See Operation of the Trade Agreements Program: Tth report, pp. 31-32; 8th report, pp.
33-34; 9th report, p. 25; 10th report, pp. 27-28; 11th report, pp. 38-39; 12th report, p. 28;
and 13th report, pp. 23-24.
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until 1964. Italy therefore requested that the waiver be extended for
3 years. After the Council had so recommended, the Contracting Par-

ties at their 19th Session extended the waiver for 3 years (until Decem-
ber 31, 1964).

Luxembourg’s import restrictions on agricultural products

At the 17th Session of the Contracting Parties in October-November
1960, Luxembourg submitted its fifth annual report under a 1955 waiver,
which had permitted it to maintain restrictions on imports of agricultural
products.’® Inasmuch as the Contracting Parties desired also to con-
duct a general review of Luxembourg’s agricultural situation during the
17th Session, they appointed a working party not only to conduct such
a review but also to examine Luxembourg’s annual report.

In its report the Government of Luxembourg stated that the agricul-
tural situation in its country, although somewhat improved, was still
precarious. The working party agreed, but expressed the hope that the
forthcoming adoption of a common agricultural policy for the European
Economic Community would enable Luxembourg to make its agricul-
ture more economically productive. The working party concluded that
the conditions giving rise to Luxembourg’s waiver were still sufficiently
serious to warrant its continuance; it proposed that a second general
review, similar to the one just completed, be conducted no later than
1965. After discussion, the Contracting Parties approved the report of
the working party.

New Zealand’s tariff revision

 For a number of years New Zealand had contemplated revising certain
of its tariff schedules. Because New Zealand law did not permit it to
renegotiate concessions prior to the effective date of the tariff revision,
as required by the General Agreement, New Zealand requested that the
Contracting Parties grant it a waiver from its obligations under article
II of the General Agreement. The waiver was to terminate on Decem-
ber 31, 1960, but owing to the fact that the process of revision took longer
than originally anticipated, the Contracting Parties extended the dead-
line at their 17th and 19th Sessions. The last extension provided for
the termination of the waiver on December 31, 1962.

Nicaragua-El Salvador free-trade treaty

Nicaragua submitted annual reports on the Nicaragua-El Salvador
free-trade area to the Contracting Parties at their 17th and 19th Sessions.
In 1951 a waiver had been granted by the Contracting Parties under the
provisions of article XXIV:10 which freed Nicaragua from its most-
favored-nation obligations with respect to the products covered in its

13 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 Agree-
ments Program, 10th report, pp. 28-29.
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1951 treaty with El Salvador. Under the terms of the treaty, each coun-
try agreed to accord reciprocal duty-free treatment to specified products
originating in the other country. The waiver required that Nicaragua
submit annual reports of its actions relating to the matters waived.!4

The ninth annual report indicated that Nicaragua’s trade with El
Salvador in the products covered by the treaty had increased substan-
tially. In 1959, Nicaraguan imports of such products from El Salvador
exceeded those in 1958 by 50 percent; comparably, in 1959, Nicaraguan
exports of the enumerated items to El Salvador were 80 percent larger
than in 1958. The 10th report showed that trade between the two
countries in products covered by the treaty approximated the levels
attained in the previous year. The Contracting Parties took note of
each report without discussion.

Peruvian import charges

At the 17th Session of the Contracting Parties, Peru submitted its
second annual report on actions taken under a 1958 waiver which tem-
porarily relieved it from certain obligations imposed by articles I and
II of the General Agreement.’® The waiver was originally granted in
order to permit Peru to impose certain duty surcharges on imports; the
surcharges were intended to assist that country to cope with a serious
decline in reserves of foreign exchange and to assure adequate revenue
for its stabilization program. Peru was required to report annually to
the Contracting Parties on actions reducing or eliminating the sur-
charges and to consult annually with the Contracting Parties on the
" status of its balance-of-payments position.

In its second annual report, Peru stated that its foreign exchange situ-
ation had improved sufficiently to warrant removal of the surcharges,
but that the loss of revenue attendant upon such removal would have
inflationary tendencies. Peru therefore requested additional time in
which to eliminate the surcharges. After discussion with interested
contracting parties and consultations with the International Monetary
Fund, the Contracting Parties granted Peru a l-year extension of the
waiver—until June 8, 1962.

At the 19th Session, Peru submitted its third annual report and re-
quested a further extension of the waiver. The Peruvian representative
explained that, in spite of a general improvement in the Peruvian econ-
omy during the period under review, his Government, because of the
fiscal importance of the surcharges, would be unable to remove them by

14 Inasmuch as El 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.

15 For a discussion of Peru’s first annual report, see Operation of the Trade Agreements
Program, 13th report, pp. 24-26.
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the deadline (June 8, 1962). The representative reported that revenue
derived from the surcharges during the preceding fiscal year had account-
ed for approximately 5 percent of his Government’s total budget receipts.
He indicated that the Peruvian Government would replace the sur-
charges with revenue measures not in conflict with the provisions of the
General Agreement. After discussion the Contracting Parties voted to
extend the Peruvian waiver until April 30, 1963. Under the terms of
the extension, Peru was to report to the Contracting Parties by Septem-
ber 15, 1962, on any action taken under the waiver.

United Kingdom’s waivers for dependent overseas territories and Commonwealth

countries :

At both the 17th and 19th Sessions, the United Kingdom submitted
reports on actions under two waivers of most-favored-nation obligations
(art. I). During their Ninth Session in 1954-55, the Contracting Parties
had granted the United Kingdom a waiver to permit that country to
accord preferential treatment to its dependent overseas territories in
order to assist in the economic development of those territories. At
their Eighth and Ninth Sessions, the Contracting Parties had granted
the United Kingdom a waiver permitting it to increase certain prefer-
ences accorded to Commonwealth countries.!®

In its reports,!? the United Kingdom indicated that its actions under
each of the waivers were extremely limited during the period under re-
view. It had increased the preference extended to imports of two prod-
ucts from Commonwealth countries, and it intended to take actio n

- garding imports of a single product from its dependent overseas territories.

U.S. restrictions on imports of agricultural products

At both the 17th and 19th Sessions of the Contracting Parties, the
United States reported on actions relating to U.S. restrictions on im-
ports of agricultural products. To resolve the differences between its
domestic legislation and the provisions of the General Agreement, the
United States in 1954 had requested a waiver of its commitments under
articles IT and XI of the General Agreement, insofar as such commit-
ments might be inconsistent with action it was required to take under
section 22 of the Agricultural Adjustment Act.® The Contracting Par-
ties granted the waiver in March 1955 at their Ninth Session; the United
States was required to report annually on any actions it took thereunder.

At the 17th Session, the United States submitted its sixth annual re-
port of actions taken under the waiver. The report, which covered the
period 1959-60, indicated that import controls under section 22 were in

16 For a more detailed discussion of the terms of the two waivers, see Operation of the
Trade Agreements Program, 8th report, pp. 30-32 and 76-78.

17 The annual reports relating to the dependent overseas territories were the 6th and 7th,
and those relating to Commonwealth preferences, the 7th and 8th.

18 Operation of the Trade Agreements Program, 8th report, pp. 43—47.
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effect for seven products or groups of products: Wheat and wheat prod-
ucts; cotton and cotton waste; rye, rye flour, and rye meal; flaxseed and
linseed oil; peanuts and peanut oil; tung nuts and tung oil; and certain
manufactured dairy products. However, the quantities permitted entry
under the import quotas imposed on Edam, Gouda, and Italian-type
cheeses of cow’s milk had been increased. The Contracting Parties
noted that the United States had not imposed additional import restric-
tions during the year under review; as in earlier years, however, they
expressed concern that the United States had neither reduced price-
support levels for many agricultural commodities still subject to control,
nor made significant progress toward achieving a better balance between
supply and demand for its agricultural commodities. The Contracting
Parties also noted that the basic U.S. price-support policy was generally
a contributing factor to the continuing need of the United States for
quantitative restrictions.

At the 19th Session the United States submitted its seventh annual
report under the waiver. The report indicated that since its sixth annual
report had been submitted the United States had removed import re-
strictions on peanut oil, flaxseed, linseed oil, and rye, rye flour, and rye
meal. On August 1, 1961—i.e., the end of the period covered by the
U.S. report—U.S. import controls under section 22 were in effect for five
products or groups of products: Wheat and wheat products, cotton and
cotton waste, peanuts, tung nuts and tung oil, and certain manufactured
dairy products.!®

After examining the U.S. report, the Contracting Parties stated that
the United States had not made sufficient progress in removing the basic
causes of its imbalanced supply and demand situation respecting certain
commodities. They deemed the U.S. price supports for certain agri-
cultural commodities to be chief among these causes. The Contracting
Parties felt that progress by the United States in dismantling the re-
maining controls maintained under the waiver would encourage other
nations to take similar action.

Releases From Obligations

Article XVIII of the General Agreement on Tariffs and Trade brings
together various provisions of the agreement directly related to the prob-
lems of the less developed countries. In general, the article provides
procedures whereby such countries may, under specified circumstances,
obtain releases from their obligations under the agreement, permitting

19 During the period covered by this report but subsequent to the preparation of the U.S.
report, the United States took the following actions as a result of investigations by the U.S.
Tariff Commission: (1) On Sept. 11, 1961, the President proclaimed an annual import quota
of 1,000 pounds for cotton products produced in any stage preceding the spinning into yarn;
and (2) on Mar. 29, 1962, the President proclaimed an increase in the import quota for
blue-mold cheese from 4,167,000 pounds to 5,017,000 pounds.



JULY 1960—JUNE 1962 41

them to adopt measures to promote the establishment of new industries
or to protect their external financial positions.

To facilitate their affording tariff protection to new industries, for
example, article XVIII permits certain less developed countries to modi-
fy or withdraw tariff concessions granted under the agreement through
a procedure that is not generally available to other contracting parties.
It also authorizes certain less developed countries to impose import re-
strictions for balance-of-payments reasons under less stringent conditions
than those that apply to more developed countries.2?

During the period under review, the Contracting Parties did not grant
any new releases pursuant to article XVIII, but did modify or extend
certain releases that had been granted previously to Ceylon. At its
meeting held shortly before the 17th Session opened, the Council granted
Ceylon’s request that its article XVIII release on certain textile prod-
ucts be modified.2? At the 17th Session, Ceylon further requested the
Contracting Parties to extend its article XVIII release with respect to
two items of ceramic ware. After discussion the Contracting Parties
granted Ceylon an extension of its release on those products until the
end of the 18th Session. The release was not reextended at the 18th
Session and thus expired.??

Article XVIII requires the Contracting Parties to review annually all
actions taken by GATT members under specified provisions of the ar-
ticle. At the 18th Session the Chairman of the Contracting Parties
noted that the third annual review—scheduled for 1961—primarily in-
volved measures applied by the Government of Ceylon. Since that
country had suggested postponement of the review date and since there
was not sufficient time to complete the review during the 18th Session,
the Contracting Parties agreed to postpone the third annual review until
the 19th Session.

At their 19th Session the Contracting Parties conducted the third
annual review of all releases granted under article XVIII. Ceylon re-
ported that it maintained import restrictions under only 6 of the 19 re-
leases granted to it. Ceylon also stated that it would remove the re-
strictions applied under article XVIII at the earliest practicable date.
Cuba did not report to the Contracting Parties on its article XVIII re-
lease, which was due to expire on August 9, 1962; the Cuban import
restrictions on products covered by the release were still in effect. After

20 For a more detailed discussion of the provisions of art. XVIII, see Operation of the
Trade Agreements Program, 13th report, pp. 30-32.

2 The modification proposed by Ceylon would, among other things, involve modification
of its Industrial Products Act to permit imports to be regulated by quantity or value
instead of by quantity only.

22 Rather than intensify restrictions under existing releases or request new ones, Ceylon
imposed certain tariff increases under a waiver granted to it on Apr. 10, 1961. See the
section of this chapter on waivers of obligations.
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brief discussion, the Contracting Parties adopted the third annual re-
view of releases granted under article XVIII.

Examination of Quantitative Import Restrictions Imposed for
Balance-of-Payments Reasons

Articles XI through XV and section B of article XVIII of the General
Agreement deal with the use of quantitative import restrictions in trade
between contracting parties. In essence, these six articles impose on
contracting parties an obligation to forego the use of quantitative re-
strictions on imports, except in compelling circumstances. Contracting
parties experiencing balance-of-payments difficulties are permitted under
certain circumstances to resort to nontariff restrictions, such as quotas,
licensing systems, or other quantitative control measures. With certain
exceptions, however, such quantitative restrictions must be nondiscrim-
inatory in character. Because of the interrelationship—when balance-
of-payments problems arise—of quantitative restrictions on imports, on
the one hand, and exchange measures, on the other, article XV provides
for consultations between the Contracting Parties and the International
Monetary Fund regarding the use of such restrictions.

A contracting party resorting to quantitative restrictions for balance-
of-payments reasons must in certain instances consult with the Contract-
ing Parties regarding the nature, extent, and justification of the restric-
tions. Two major circumstances may give rise to such consultations.
First, a contracting party is required to consult with the Contracting
Parties when it applies new restrictions or intensifies existing restric-
tions. Second, all contracting parties that apply import restrictions
under either article XII or article XVIII:B must consult regularly with
the Contracting Parties. Moreover, the Contracting Parties annually
prepare a report on the discriminatory application of quantitative re-
strictions by GATT members.

At their 17th Session the Contracting Parties adopted procedures de-
signed to speed consideration of new or intensified import restrictions
imposed by contracting parties for balance-of-payments reasons. After
notification by a contracting party that it was imposing such restrictions,
the Council was required to consult, or arrange to consult, with that
contracting party within 10 days. The Council was also empowered to
invite a contracting party to consult when it considered that new or in-
tensified restrictions required it.

At their 19th Session, the Contracting Parties extended until Decem-
ber 31, 1962, the right of a contracting party to apply for a waiver un-
der the so-called hard-core decision. Such a waiver would permit a
contracting party that was no longer entitled to impose import restric-
tions for balance-of-payments reasons to continue for 5 years the re-
strictions already in effect. The purpose of the decision was to permit
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countries dismantling their balance-of-payments restrictions to have a
transitional period of adjustment. From July 1960 to June 1962 no
contracting party applied for a waiver under the hard-core decision.
Eleventh annual report on discriminatory application of quantitative import

restrictions

The 11th annual report on discriminatory application of quantitative
import restrictions was approved by the Contracting Parties at the 17th
Session. According to the report, 17 contracting parties still maintained
balance-of-payments restrictions, compared with 24 a year earlier. Ten
contracting parties still discriminated, to some degree, between import
sources. A number of countries retained formal, though not substan-
tial, discrimination against imports from dollar countries, and some dis-
crimination persisted against goods from certain countries other than
dollar countries. There was also some discrimination for other than
balance-of-payments reasons.??

Consultations with Israel

During the 17th Session, the Contracting Parties held their first con-
sultation with Israel on trade restrictions maintained by that country
for balance-of-payments reasons. It was conducted without specific
reference to any article of the General Agreement, because Israel, al-
though then participating in the work of the General Agreement, was
not yet a contracting party. The consultation revealed that Israel had
relaxed certain of its restrictions. In a second consultation held in May
1962, the International Monetary Fund reported that Israel had further
relaxed its restrictions on imports and on invisible transactions, and had
reduced discrimination in its import policy.

Consultations under article XII

At the 17th Session of the Contracting Parties, the committee on
balance-of-payments restrictions reported on the annual consultations
held under the provisions of article XII with Denmark, Finland, Japan,
New Zealand, and Norway. The report indicated that all of these coun-
tries had moved toward monetary stability and partial convertibility,
had reduced or eliminated discrimination against dollar countries in the
issuance of import licenses, had removed or relaxed certain quantitative
restrictions, and had attempted to minimize any incidental protective
effects of the nontariff restrictions that remained. Most of the consult-
ing countries, however, had not found it possible to ease restrictions on
imports of agricultural products; they feared that increased imports
might interfere with domestic measures intended to support their agri-
cultural industries. On the other hand, Denmark and New Zealand,
both important exporters of agricultural products, reported that because

2 At the close of the period covered by this report, the 12th annual report on discrimina-
tory application of quantitative import restrictions had not been issued.
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their foreign-exchange earnings were still limited by agricultural restric-
tions maintained by predominantly industrial countries in Europe and
America, they were forced to limit their imports of manufactured goods.

During the 18th Session the committee on balance-of-payments re-
strictions consulted under article XII with Chile and South Africa.
Chile, which had been attempting to stabilize prices and exchange rates
after several years of rapid inflation, reported that it had adopted a new
tariff which it hoped would obviate most other import restrictions.
South Africa reported that it had intensified certain quantltatlve restric-
tions on a temporary basis.

At the 19th Session, in November 1961, the committee on balance-of-
payments restrictions reported on consultations held with Denmark,
Finland, Japan, and New Zealand under the provisions of article XII.2¢
During the period under review, three of these countries (New Zealand
excepted) had further eased their nontariff restrictions and were experi-
encing generally improved trading conditions. Nevertheless, all four
still maintained certain restrictions, especially in the agricultural sector,
which they said were made necessary by the agricultural policies of com-
peting countries. New Zealand had generally intensified its restrictions
on imports, because of its inability to earn sufficient foreign exchange
from its principal exports—wool, meat, and dairy products. The Con-
tracting Parties approved the committee’s report.

At the Council meeting in May 1962, consultations were conducted
with Brazil and Chile under article XII. Brazil reported that it had
eliminated its preferential exchange rate, expanded and diversified its
export and import trade, and achieved a trade surplus in 1961 after hav-
ing experienced deficits in the several years preceding. Brazil main-
tained, however, that severe restrictions on certain of its imports were
necessary to combat serious inflation. Chile reported that it had in-
tensified its import controls following the 1962 earthquake, which had
caused damage in 10 scuthern provinces.

Consultations under article XVIII:B

The Contracting Parties held consultations under article XVIII:B
with Ceylon and Pakistan during the 17th Session and with Indonesia
and Turkey during the 18th Session. The consultations revealed that
although Pakistan and Turkey had removed some quantitative restric-
tions, all four countries retained trade controls designed to protect their
monetary reserves. Ceylon and Turkey, moreover, had adopted cer-
tain measures to protect infant industries. After discussion of prospects
for future liberalization, the Contracting Parties adopted the committee’s
reports on the consultations.

24 Before the 19th Session, Austria and Norway announced that their respective balance-
of-payments positions had improved sufficiently to enable them to discontinue resort to the
provisions of art. XII; the planned consultations with these two countries accordingly did
not take place.
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At the 19th Session, the Contracting Parties consulted with Burma
under article XVIII. Burma indicated that it expected sufficient im-
provement in its balance-of-payments position to permit some liberal-
ization of its restrictions in 1962.

At the Council meeting in May 1962, consultations under article X VIII
were held with Ghana and Greece. After a period of almost complete
freedom from nontariff restrictions on imports, Ghana, in December 1961,
had reimposed a system of import licensing and levied a purchase tax on
luxury imports. Ghana explained that it had taken these steps to cope
with new balance-of-payments difficulties attributable mainly to a fall
in the world price of cocoa. The International Monetary Fund stated
that the new restrictions were not higher than necessary to stop a serious
decline in Ghana’s monetary reserves. Greece reported further progress
in removing import restrictions imposed for balance-of-payments pur-
poses, made possible by an increase in its foreign exchange reserves.

REGIONAL ECONOMIC ARRANGEMENTS

Article XXIV of the General Agreement permits contracting parties,
under specified conditions, to enter into either a customs union or a free-
trade area with one another or with countries not parties to the agree-
ment. Customs unions and free-trade areas represent two approaches
to trade and commercial integration by countries seeking that end.
Both approaches aim to abolish tariffs and other trade barriers between
the participating countries. The primary difference between them is
‘that countries participating in a customs union maintain, or plan even-
tually to maintain, a common tariff and other common trade restrictions
vis-a-vis all outside countries; the participants in a free-trade area, on
the other hand, retain their own freedom with respect to their external
tariffs and other trade restrictions.

During the period covered by this report the Contracting Parties took
action with respect to six customs unions or free-trade areas—the Euro-
pean Economic Community (EEC), the European Free Trade Associa-
tion (EFTA), the Latin American Free Trade Association (LAFTA), the
Central American common market, the North Borneo-Sarawak free-
trade area, and the Nicaragua-El Salvador free-trade area.® The con-
tracting parties that were members of each group reported on the devel-
opments concerning it to the Contracting Parties, but the contents of
the reports will not be dealt with here in view of the discussions else-
where. 28

% For a detailed discussion of the historical development of the first three regional ar-
rangements listed, see Operation of the Trade Agreements Program: 12th report, pp. 134-166;
13th report, pp. 41-50.

26 Nicaragua’s reports on the operation of the Nicaragua-El Salvador free-trade area have
been discussed in an earlier section of this chapter. Major developments in the EEC,
EFTA, and LAFTA are discussed in ch. 4 of this report.
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European Economic Community

At their sessions during the period under review, the Contracting Par-
ties discussed three issues relating to the European Economic Com-
munity: The preferential tariff treatment which EEC members accord
imports from associated overseas territories; the level of the common
external tariff; and the association of Greece with the EEC.

At the 17th Session, a number of contracting parties expressed con-
cern over the preferential tariff treatment accorded to the EEC associ-
ated overseas territories under the Common Market Treaty. Some con-
tracting parties expressed the hope that, during the article XXIV:6 ne-
gotiations then in progress,?” the EEC would take steps to discontinue
such preferential treatment or compensate the parties injured thereby.
In particular, they hoped that the EEC would provide satisfactory ac-
cess for tropical products from nonassociated territories into the Com-
mon Market. At the 18th Session, a number of contracting parties
noted that the action suggested at the 17th Session did not appear to be
forthcoming, notwithstanding 8 months of negotiations. Moreover,
certain contracting parties indicated that consultations with the EEC
countries regarding compensation had not yielded satisfactory results.
The Contracting Parties took note of these comments but deferred ac-
tion until the 1960-62 GATT negotiations were completed. At the 19th
Session, the EEC representatives reported that discussions were then in
progress within the EEC regarding possible revisions of the Community’s
relationship with the associated overseas territories. The representa-
 tive added, however, that 16 of those territories which had recently
achieved independent status were free to express their own views re-
garding the terms of their association with the EEC. After discussion
the Contracting Parties agreed to place the matter on the agenda of a
future session if so requested.

At all three of the sessions reviewed here, the Contracting Parties
discussed matters relating to the EEC common external tariff. The dis-
cussion centered on the language contained in article XXIV:5(a) of the
General Agreement; that provision states that duties and other regula-
tions of commerce imposed by a customs union shall not on the whole
be higher or more restrictive than the general incidence of the duties and
regulations of commerce applicable in the member states before the for-
mation of the customs union. During the discussion, it became evident
that fundamental disagreement existed between a number of contract-
ing parties and the EEC representatives as to whether the EEC tariff
conformed with that provision. When it became clear that the con-
tracting parties were unable to agree at the 19th Session, the Executive
Secretary suggested that the provision be placed before the Contracting
Parties for definition at their next session, and that in the meantime those

27 See ch. 1.
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contracting parties claiming injury by virtue of the EEC common tariff
could seek redress under the provisions of the agreement applicable to
such injury. The Contracting Parties agreed to this proposal.

Shortly before the close of the 19th Session, the Contracting Parties
appointed a working party to examine the text of the agreement of asso-
ciation of Greece with the EEC. The working party reported its findings
to the Council; at its meeting in May 1962, the Council postponed con-
sideration of the report until its meeting scheduled for September 1962.

European Free Trade Association

At the 17th Session, the Contracting Parties for the first time gave
consideration to the compatibility of the convention of the European
Free Trade Association with the provisions of the General Agreement.
In May 1960, the Contracting Parties had appointed a working party
to undertake a preliminary examination of this matter. In a report in
June 1960, the working party raised various issues, but made no recom-
mendations for action. At their 17th Session, the Contracting Parties
noted that certain legal and practical issues had to be reconciled before
they could make definitive conclusions on the compatibility of the EFTA
Convention with the General Agreement. The Chairman of the Con-
tracting Parties stated, however, that certain action should be taken at
the 17th Session to safeguard against the lapse of rights of the Contract-
ing Parties under the provisions of article XXIV:7. To this end, the
Chairman submitted draft “conclusions” to the Contracting Parties for
ratification. The draft conclusions, in essence, provided notice that the
Contracting Parties had examined the EFTA Convention and had noted
the intention of its signhatories to form a free-trade area within the mean-
ing of article XXIV; that the Contracting Parties were not prepared to
submit recommendations to the EFTA as provided in article XXIV:7,
but reserved the right to do so later; and that the Contracting Parties
reserved their right of recourse to normal procedures when measures
taken conflict with the General Agreement. After discussion, the Con-
tracting Parties adopted the draft conclusions.

Before the 18th Session, the Secretary General of the EFTA informed
the Contracting Parties pursuant to article XX1IV:7(a) that Finland and
the member countries of the EFTA had signed an agreement in Hel-
sinki on March 27, 1961. The agreement provided for the formation
of a free-trade area between the seven members of the EFTA and Fin-
land. After taking note of the various comments by interested parties,
the Contracting Parties decided that, as they had done with other agree-
ments involving the formation of free-trade areas, they would study the
agreement in the light of the relevant provisions of the General Agree-
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ment.® Accordingly, the Contracting Parties appointed a working
party to make the examination.

At the 19th Session the Contracting Parties considered the report of
the aforementioned working party respecting the Agreement of Associ-
ation between Finland and the member countries of the EFTA. The
working party concluded that the rights and obligations arising from
that agreement were substantially equivalent to those contained in the
EFTA Convention. Members of the working party disagreed, how-
ever, on whether the Agreement of Association constituted a free-trade
area within the sense of article XXIV of the General Agreement. Part
of the controversy involved the question whether the bilateral agree-
ment between Finland and Denmark precluded Finland from eliminat-
ing trade restrictions on ‘“substantially all the trade” with EFTA mem-
bers as would be required under article XXIV:8(b) of the General Agree-
ment. In view of this and other unresolved issues regarding the com-
patibility of the Agreement of Association with the provisions of the
General Agreement, the working party recommended that the Contract-
ing Parties adopt “draft conclusions” similar to those which it adopted
at the 17th Session in connection with the EFTA Convention. After
discussion, the Contracting Parties adopted the report of the working
party and the draft conclusions contained therein. Meanwhile, at the
19th Session, the EFTA submitted to the Contracting Parties a report
on its progress during the 15 months that it had been in full operation.2®

Latin American Free Trade Association

At the 17th Session, the Contracting Parties undertook to examine
the relationship of the Latin American Free Trade Association (LAFTA)
to the General Agreement on Tariffs and Trade. The treaty establish-
ing LAFTA was signed in Montevideo on February 18, 1960, not only
by four contracting parties to the General Agreement—DBrazil, Chile,
Peru, and Uruguay—but also by three other countries—Argentina, Mex-
ico, and Paraguay.’® After signature the treaty was sent to the Con-
tracting Parties for examination under article XXIV:7 of the General
Agreement. During preliminary discussion at the 16th Session, the
Contracting Parties had indicated their general support of the projected
Latin American free-trade area, and established a working party to ex-

28 During discussion of the Fenno-EFTA agreement during the 18th Session, a number
of contracting parties expressed concern over Finland’s ability to adhere to the most-
favored-nation requirement of art. I, inasmuch as it was a party to a bilateral trade agree-
ment with the U.S.S.R., under which Finnish duties on imports from the Soviet Union
were to be eliminated by 1970.

29 For a discussion of tariff reductions within the EFTA, see ch. 4 of this report.

30 Although Bolivia participated in the negotiations which resulted in the draft treaty,
it did not sign the Montevideo Treaty. As of June 1962, Bolivia had not become a member
of LAFTA.
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amine the Montevideo Treaty and its relationship to the General Agree-
ment.

At the 17th Session, the working party submitted its reports, which
treated three subjects: The provisions of the Montevideo Treaty and
their effects on trade; the compatibility of the Montevideo Treaty with
article XX1IV of the General Agreement; and draft conclusions for the
approval of the Contracting Parties. The draft conclusions provided,
in essence, that the Contracting Parties had examined the treaty, that
the signatories could apply the treaty upon ratification, and that the
Contracting Parties reserved their rights without prejudice. During
the discussion, most contracting parties agreed that the proposed free-
trade area would operate within the spirit of the General Agreement
and would significantly aid the development of the individual members’
economies. The Contracting Parties adopted the conclusions of the
working party.

At the 18th and 19th Sessions, as well as at Council meetings, the con-
tracting parties that were members of LAFTA reported on their actions
involvihg the establishment of a free-trade area.®* These reports were
noted by the Contracting Parties.

Central American Common Market

By its decision of November 13, 1956, the Contracting Parties had
granted Nicaragua the right to claim the benefits of certain provisions
of article XXIV arising out of its proposed free-trade area with Costa
Rica, El Salvador, Guatemala, and Honduras. Under the terms of the
1956 decision, Nicaragua was to submit annual reports on its progress
in eliminating tariffs and other trade restrictions within the free-trade ~
area.

At the 17th Session, Nicaragua submitted to the Contracting Parties
its first report on actions taken toward the establishment of a Central
American free-trade area. A treaty—the Multilateral Central Ameri-
can Free Trade and Economic Integration Treaty—had been signed by
Costa Rica, El Salvador, Guatemala, and Nicaragua in June 1958; it
had gone into effect for the latter three countries on June 2, 1959, and for
Honduras on April 22, 1960.32 Nicaragua was the only signatory that
was also a member of the General Agreement. Since, by the time of
the 17th Session, the treaty had not been in force long enough to have
significant effect on the trade relations between the member countries,
the Contracting Parties postponed a general review of the treaty until
the 19th Session.

At its meeting in September 1961, the Council took note of a new
instrument, the General Treaty for Central American Economic Inte-

31 For a discussion of actions by LAFTA members, see ch. 4 of this report.
32 The treaty went into effect for Costa Rica on Sept. 23, 1963.
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gration. The treaty had gone into effect for El Salvador, Guatemala,
and Nicaragua on June 4, 1961, and for Honduras on April 27, 1962.%3
The Council appointed a working party to examine the two treaties as
well as Nicaragua’s second annual report. In its report to the Con-
tracting Parties at the 19th Session, the working party did not comment
on the June 1959 treaty because, in the opinion of the working party,
it had had little effect since its entry into force. The working party
noted, however, that the General Treaty for Central American Econom-
ic Integration provided for acceleration of plans for a Central American
common market. Under its terms the proposed common market was
to be made effective within 5 years instead of the 10-year period pro-
vided for under the 1959 treaty. The working party also reported that
in its second annual report Nicaragua requested that the Contracting
Parties grant it a 3-year waiver of certain of its obligations under the
General Agreement. Nicaragua felt that the waiver was necessary for
it to implement certain provisions of the 1961 treaty. The working
party recommended that the Contracting Parties grant Nicaragua the
requested waiver under the provisions of article XXV. After discussion,
the Contracting Parties unanimously approved the report of the work-
ing party.
North Borneo-Sarawak Free-Trade Area

At the 19th Session, the United Kingdom notified the Executive Sec-
retary of the Contracting Parties that its dependent territories of Sara-
wak and North Borneo had agreed to establish a free-trade area; the
text of the agreement had been submitted to the Contracting Parties
for consideration under article XXIV:7.

After discussion in a plenary meeting late in the 19th Session, the Con-
tracting Parties noted that the Borneo-Sarawak free-trade area would
be established on January 1, 1962, and that there would be no transi-
tional period in connection therewith. Rather than make any specific
recommendations under article XXIV:7, the Contracting Parties invited
the United Kingdom to provide additional information to interested
contracting parties, and agreed that any contracting party affected by
the agreement should be allowed to request the Council to examine the
matter in detail.

OTHER DEVELOPMENTS RELATING TO THE AGREEMENT
Invocation of Article XXXV Against Japan

At the beginning of the period covered by this report, 14 contracting
parties did not apply the provisions of the General Agreement to Japan,
which was also a contracting party. Article XXXV of the General
Agreement provides that the agreement shall not apply between any

33 There were no other signatories to this treaty.
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two contracting parties if either of them, at the time either becomes a
contracting party, does not consent to such application. In such event,
the two contracting parties involved are not required, among other mat-
ters, to extend the tariff concessions that they had granted in GATT ne-
gotiations to articles imported from the other.

During the 2-year period under review, four contracting parties which
had previously invoked article XXXV against Japan—Malaya, Cuba,
New Zealand, and Ghana 34-—decided to withdraw their invocation of
article XXXV and apply the provisions of the agreement to Japan. On
the other hand, three countries that became independent and became
contracting parties to the General Agreement in their own right—Nigeria,
Sierra Leone, and Tanganyika—chose to continue the invocation of ar-
ticle XXXV with respect to Japan which the United Kingdom had ini-
tiated earlier on their behalf. Thus, at the close of the period under
review, 13 contracting parties refrained from applying the provisions of
the General Agreement to Japan.®

Trade in Cotton Textiles

At the Council meeting in June 1961, the United States requested
that a meeting of countries substantially engaged in international trade
in cotton textiles be convened for the purpose of regulating such trade.
The U.S. representative stated that such regulation should provide for
the orderly development of trade in cotton textiles so as to increase ex-
port markets for the less developed countries and Japan, while avoiding
disruptive conditions in import markets. The Council agreed to con-
vene the meeting on July 17, 1961.

Sixteen contracting parties were represented at the July meeting; a
number of others sent observers. At that meeting these contracting
parties agreed to certain short-term arrangements which would govern
trade in cotton textiles between the participating parties for a 12-month
period ending on October 1, 1962. Ultimately 19 contracting parties
became participants.®® In principle, the arrangements aimed to in-
crease gradually international trade in cotton textiles, especially by im-
proving access to markets where imports had been severely restricted;
to maintain orderly access to markets where severe restrictions were not
maintained; and to secure from exporting countries, where necessary;
agreements to limit their exports. .

At the meeting in July, the participating parties also agreed to appoint
a provisional cotton textiles committee, subject to confirmation by the

3 Malaya, in August 1960; Cuba, in December 1961; New Zealand and Ghana, in March
1962.

85 Australia, Austria, Belgium, France, Haiti, Luxembourg, the Netherlands, Nigeria, the
Federation of Rhodesia and Nyasaland, Sierra Leone, South Africa, Tanganyika, and the
United Kingdom.

86 See the later section of this chapter on embargoes of U.S. imports of textiles.
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Contracting Parties at their 19th Session, to make recommendations
for a long-term solution to the cotton textiles problem. At the 19th
Session the Contracting Parties approved the establishment of the com-
mittee. The committee completed a draft long-term arrangement in
February 1962. The long-term arrangement, which contained provi-
sions similar to the short-term agreement, was to go into effect on Octo-
ber 1, 1962, subject to ratification by the participating governments.

Consultations

During the period under review the Contracting Parties took note of
three consultations under article XXII 37 and one consultation under
article XXV.%® A fourth article XXII consultation, that with France,
was begun in 1961 at the request of the United States but had not been
fully resolved by the close of the period covered by this report.

Consultations with Italy

Before the 18th Session in May 1961, the United States requested
that consultations be held with Italy on certain of its import restrictions.
The Contracting Parties appointed a working party to hold the consulta-
tions and report its findings.

The working party reported that Italy still maintained a number of
restrictions which could no longer be justified for balance-of-payments
reasons and which appeared to restrict severely imports of certain agri-
cultural products of interest to several contracting parties. In addition,
the working party found that Italy discriminated among currency blocs
in the issuance of import licenses. At a plenary session of the Contract-
ing Parties the Italian representative stated that his Government
planned to submit—by July 31, 1961—a program looking toward the
elimination of the restrictions discussed in the working party’s report.

At the 19th Session the Italian representative stated that his Govern-
ment had removed certain restrictions discussed at the earlier session
and was studying the possibility of removing others. The Contracting
Parties noted the statement.

Italian import restrictions on Israeli products
After bilateral consultations with Italy in September 1961 had failed,
from Israel’s point of view, to achieve progress toward the elimination

37 Art. XXII of the General Agreement provides that each contracting party shall afford
adequate opportunity for consultation regarding such representations as may be made by
another contracting party with respect to any matter affecting the operation of the General
Agreement. If no satisfactory solution may be found through such consultation, the Con-
tracting Parties may, at the request of a contracting party, consult with any other con-
tracting party regarding such matters.

38 Art. XXV:1 of the General Agreement provides that representatives of the con-
tracting parties shall meet from time to time for the purpose of giving effect to those pro-
visions of the General Agreement which involve joint action, and, generally, with a view to
facilitating the operation and furthering the objectives of the General Agreement.
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of discriminatory import restrictions on Israeli products, Israel requested
the Contracting Parties to undertake multilateral consultations with
Italy. The request was placed on the agenda of the 19th Session of the
Contracting Parties.

At an early meeting in the 19th Session, the Israeli representative
stated that his Government had long sought agreement with Italy on
removing discriminatory restrictions, but that the disparity between the
restrictions applied to imports from Israel and those applied to imports
from most other nations had in fact been broadened as a result of the
easing of restrictions on imports from other countries. After further
discussion, the Contracting Parties appointed a working party to con-
sult with Italy. In its report at the 19th Session, the working party
expressed concern that Italy still maintained import restrictions which
were not justified for balance-of-payments reasons. The Israeli repre-
sentative stated that he hoped that progress would result from these
consultations. The Contracting Parties adopted the report of the work-
ing party.

Italian impors restrictions on Japanese products

At the 19th Session of the Contracting Parties the Japanese represen-
tative stated that the Governments of Japan and Italy were then hold-
ing bilateral consultations regarding trade problems. The Japanese rep-
resentative did not propose any action by the Contracting Parties at
that time, but he noted that unless a satisfactory solution was soon
‘reached by the two Governments, Japan would consider referring the
matter to the Contracting Parties. By the close of the 19th Session,
however, Japan had not taken further action.

Consultation on the marketing of butter in the United Kingdom

On March 24, 1961, New Zealand requested the Council to arrange a
multilateral consultation under the provisions of article XXV:1 to in-
quire into the difficulties encountered by that country in marketing
butter in the United Kingdom. In compliance with New Zealand’s re-
quest, a conference in which 19 contracting parties participated was
convened the following month. The consulting group agreed to take a
number of short-term actions—to increase the consumption of butter
in the home markets of supplier countries, to curtail exports to the United
Kingdom, and to reduce subsidies on butter sold in the United Kingdom.
The group also recommended that the Contracting Parties keep devel-
opments in the United Kingdom market for butter under review. At
the 18th Session the Contracting Parties invited the consulting group
to continue its work.

Shortly before the 19th Session, New Zealand requested the Contract-
ing Parties to consider the longer term problems connected with market-
ing butter in the United Kingdom. The short-term measures previously
agreed upon had not succeeded in raising butter prices in the United
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Kingdom. The United Kingdom therefore had negotiated bilateral
agreements with supplier countries, to limit the supply of imported but-
ter during the period October 1, 1961, through March 31, 1962. The
Contracting Parties appointed a working party, composed of the con-
tracting parties that had participated in the earlier consultation. The
consulting countries met in January 1962 but failed to reach agreement.
The United Kingdom therefore announced that it would impose quotas—
to be allotted to 14 countries—on its imports of butter for a period of 1
year beginning April 1, 1962.

Expansion of International Trade

The Contracting Parties in 1958 appointed three committees to study
obstacles to the expansion of international trade. Committee I was
assigned the task of preparing for a future round of tariff negotiations;
committee II was directed to study problems arising out of the wide-
spread use of nontariff measures to protect agriculture; and committee
III was authorized to consider other obstacles to the expansion of trade,
with special reference to the problems of the less developed countries.
Committee 1

Committee I laid the groundwork for the 1960-61 tariff Conference,
which is discussed elsewhere in this report.?® Subsequently, at their
19th Session, the Contracting Parties agreed to try to devise techniques
of negotiation better designed to cope with recent shifts in world trading

relationships. A working party, which was to work under the aegis of
committee I, was established.

Committee I1

During the 18th Session, committee II submitted to the Contracting
Parties its third and most comprehensive report on barriers to tradein
certain agricultural products.?® The report, which had been started in
1959, summarized the results of consultations that the committee had
held with 34 contracting parties regarding their policies on trade in
cereals, meat, dairy products, fish, sugar, and vegetable oils.

The committee found that each of the countries imposed a variety of
controls on agricultural products even though their policy objectives
were sometimes quite different. For example, the committee observed
that industrial countries generally applied agricultural controls to main-
tain or raise the level of farm incomes, usually relative to incomes in
other sectors of the economy, while countries whose economies were more
dependent on agricultural exports applied controls to attempt to reduce
fluctuations in prices of agricultural commodities. The committee con-

39 See ch. 1.

40 The first and second reports were submitted to the Contracting Parties at their 14th
and 16th Sessions, respectively.
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cluded that such widespread application of governmental controls on
agricultural products had a depressive effect on international trade.

At their 19th Session the Contracting Parties decided that practical
steps should be taken to create improved access for agricultural com-
modities in international trade. To this end, the Contracting Parties
requested the Council (1) to appoint groups to study the trade problems
related to two groups of commodities, cereals and meat, and (2) to in-
vite contracting parties to notify it of changes in their agricultural pol-
icies so that the data acquired by committee II could be kept up to date.

The cereal group reported to the Council at its meeting in February
1962. The group suggested that, through international accords such as
the International Wheat Agreement, the cereal-producing countries
might coordinate their internal agricultural policies with policies designed
to facilitate international trade in cereal products. The group also
studied the steps taken by the EEC toward a common agricultural pol-
icy in relation to the importation of cereals into the Community. The
Council took note of the progress report by the group on cereals.

In May 1962 the meat group convened to consider problems affecting
international trade in meat. The group prepared a report on obstacles
to trade in beef, lamb, and mutton. The Contracting Parties did not
meet on the group’s report during the period under review.

Committee 111

At both the 17th and 18th Sessions, committee III submitted reports
on its inquiry, namely, the examination of obstacles to trade, with par-
ticular reference to the problems of less developed countries. The re-
ports stressed the need for industrial countries to relax their restrictions
on certain raw materials and light manufactures exported by the less
developed countries. The Contracting Parties adopted the reports.

Committee III met in June and September 1961 to prepare for the
November meeting of Ministers. At these meetings the committee pre-
pared reports on the tariff and nontariff restrictions imposed by GATT
members on products of special interest to the less developed countries.
At their meeting in November 1961, the Ministers recommended that the
Contracting Parties adopt a declaration of intent to promote the trade
of less developed countries by reducing trade barriers to products ex-
ported by these countries. At their 19th Session the Contracting Par-
ties adopted the recommendations.

In February 1962 the Council appointed a special group to study in-
ternational trade in tropical products. The group met in June 1962 to
prepare data for consideration by the Contracting Parties at a future
session.

Export Subsidies
At their 17th Session, the Contracting Parties opened for signature
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two declarations relating to export subsidies. One declaration 4! would
commit the signatory countries not to extend the scope of their existing
export subsidies on nonprimary products 2 and, in effect, not to reim-
pose individual subsidies once they were terminated. This declaration
was similar to one that had been signed by most contracting parties in
1959. The other declaration 4* would commit the signatory countries
not to impose export subsidies on nonprimary products; this declaration
had been proposed by France. Neither of these declarations entered
into force during the period under review.

The declarations relating to export subsidies represented steps taken
by the Contracting Parties to carry out the provisions of article XVI:4.
Under that article and the related note in annex I of the General Agree-
ment, contracting parties were obligated to abolish—by January 1, 1958,
or by the earliest practicable date thereafter—all direct or indirect sub-
sidies on nonprimary products 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—under the so-called standstill
provision—were obligated not to extend their scope beyond that existing
on January 1, 1955, and were to abolish them as soon as possible.

At the 18th Session the Contracting Parties noted that article XVI
provides for a general review to be conducted periodically for the purpose
of determining the effectiveness of that article. A panel appointed at
an earlier session to carry out preparations for the review had submitted
" its third and final report and the Contracting Parties agreed to conduct
the general review at their 19th Session. At the 19th Session, however,
the Contracting Parties postponed the review until the 20th Session,
pending further inquiry by the meeting of Ministers into the problem of
subsidies on agricultural products.

Restrictive Business Practices

At their 17th Session the Contracting Parties discussed a report by a
group of experts regarding restrictive business practices that hamper in-
ternational trade. In 1958 the Contracting Parties had adopted a reso-
lution recognizing that the expansion of world trade and economic de-
velopment of countries might be hampered by the activities of inter-

41 Contracting Parties to GATT, Basic Instruments . . ., 9th supp., Sales No.: GATT/
1961-1, Geneva, 1961, pp. 33-35.

42 The General Agreement defines a primary product 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.” The term “nonprimary” is intended to include all products other than “primary
products.”

4 Contracting Parties to GATT, Basic Instruments . . ., 9th supp., Sales No.: GATT/
1961-1, Geneva, 1961, pp. 32-33.
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national cartels and trusts. To this end the Contracting Parties ap-
pointed a group of experts to recommend whether, and if so to what ex-
tent, the Contracting Parties should deal with such restrictive business
practices. The group of experts agreed that the Contracting Parties
were competent to deal with restrictive business practices that hamper
international trade, but did not agree on the appropriate procedures to
be followed by the Contracting Parties.

After discussion the Contracting Parties decided that any contracting
party could request consultations, either bilateral or multilateral, with
any other contracting party regarding such restrictive business prac-
tices. After consultations the consulting parties were to report the na-
ture of the complaint and the conclusions reached to the Secretariat,
which would refer the information to the Contracting Parties.






Chapter 3

Actions of the United States Relating to Its
Trade Agreements Program

During the period covered by this report, the major action of the
United States under the trade agreements program was its participation
in the 1960-62 tariff Conference sponsored by the General Agreement on
Tariffs and Trade. The resultant trade-agreement negotiations and
U.S. participation therein are discussed separately in chapter 1 of this
report. This chapter (ch. 3) sets forth the status of U.S. trade-agree-
ment obligations at the close of the period under review and describes
changes in U.S. import restrictions on trade-agreement items during
that period.

U.S. TRADE-AGREEMENT OBLIGATIONS

Status of U.S. Trade Agreements

On July 1, 1960, the United States was a party to trade agreements
with 43 countries; these agreements had been negotiated under the au-
‘thority of the Trade Agreements Act of 1934, as amended and extended.!
Added to this number of countries during the 2-year period covered by
this report were three countries—Sierra Leone, Nigeria, and Tanganyika
—which had become contracting parties to the General Agreement on
Tariffs and Trade, and Tunisia, which had acceded provisionally to the
General Agreement. Also during the 2-year period, the U.S. bilateral
trade agreement with Iran was terminated. On June 30, 1962—i.e., the
close of the period under review—the United States was a party to trade
agreements with 47 countries. These countries are listed below in three
groupings.

The first group consisted of 39 countries with which the United States
was a party to trade agreements on June 30, 1962, as a result of their

1 For more detailed data on the trade agreements that the United States had 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 1934,
3d ed., misc. ser., 1959.

59
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accession to the General Agreement on Tariffs and Trade.? These coun-
tries are listed below, together with dates on which the United States
gave effect to the respective tariff concessions initially negotiated there-
with:

Country Date C Country - Date
Australia_________________ Jan. 1,1948 |Italy . _________ May 30, 1950
Austria_ oo Oct. 19,1951 | Japan oo Sept. 10, 1955
Belgium? ___.____________ Jan. 11,1948 | Luxembourg. ... ...___... Jan. 11,1948
Brazill. . July 31,1948 |Malaya3_________________ Do.
Burma oo July 30, 1948 | Netherlands. . __.______. Do.
Canadal_______._____._._. Jan. 1,1948 | New Zealand_____________ July 31,1948
Ceylon_ .. July 30,1948 | Nicaragual .. __._._.. May 28, 1950
Chile. .. Mar, 16,1949 | Nigeria3_________________ Jan. 1,1948
Cubal2_ ____._ . ____ Jan. 1,1948 | Norway. .. o oooooooo___. July 11, 1948
Denmark._ - _____.____ May 28,1950 | Pakistan_________________ July 31,1948
Dominican Republic........ May 19,1950 |Peral ___________________ Oct. 17,1951
Finland_ . __________ May 25, 1950 | Portugal, 4
Francel o ___. ... Jan. 11,1948 | Rhodesia and Nyasaland 5__ July 12, 1948
Germany (Federal Sierra Leone3__________._. Jan. 11,1948

Republic). - _________ Oct. 1,1951|Sweden? ________________ Apr. 30, 1950
Ghanad_ . _________ Jan. 1,1948 | Tanganyikad_____________ Jan. 11,1948
Greece. - ceccccm e Mar. 9,1950 | Turkey . ... Oct. 17,1951
Haiti . Jan.  1,1950 | Union of South Africa_.____ June 14, 1948
India. oo July 9, 1948 | United Kingdom!.________ Jan. 11,1948
Indonesia3 . _________. Mar, 11,1948 | Uruguay!. . _______ Dec. 16,1953

1The bilateral trade agreement that the United States had previously concluded with
this country has been either suspended or terminated.

2 An embargo was placed by the United States on U.S. trade with Cuba—with certain
. exceptions—effective Feb. 7, 1962; the United States suspended application of trade-
agreement rates of duty to imports that are the products of Cuba, effective May 24, 1962.

3 Acceded to the General Agreement under art. XX VI, which permits a contracting party
to sponsor the accession of its territories, on behalf of which it had previously accepted the
rights and obligations of the agreement.

4 Portugal acceded to the General Agreement on May 6, 1962, but the U.S. concessions
initially negotiated with Portugal did not become effective until July 1, 1962,

5On Oct. 30, 1953, the Federation of Rhodesia and Nyasaland succeeded to the status of
Southern Rhodesia as a contracting party to the General Agreement, and to the interests
of Northern Rhodesia and Nyasaland, to which the agreement had previously applied as
areas for which the United Kingdom has international responsibility.

The second group consisted of two countries which had provisionally
acceded to the GATT. These countries, together with the dates on

2 On June 30, 1962, a total of 41 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 obli-
gations 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 sus-
pended the application of trade-agreement reductions in duties and import taxes to imports
from Czechoslovakia.
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which their provisional accession became effective with regard to their
trade with the United States, are listed below:

Country Date
Switzerland ¥ _ oo Apr. 29, 1960
Tunisia oo eccccceaas June 15, 1960

1 By an exchange of notes on Mar. 29, 1960, the United States and Switzerland agreed
that the obligations under the U.S.-Swiss bilateral trade agreement would continue in force
but that that agreement would not prevent either country from taking action permitted
under an exception, reservation, or waiver under the GATT.

The third group consisted of the seven countries with which the United
States had bilateral trade agreements, all of which had been negotiated
prior to the formation of GATT. These countries, together with the
effective dates of the respective bilateral agreements, are listed below:?

Country Date Country Date
Argentina_. ___________.____ Nov. 15,1941 |Paraguay. ... . __..______ Apr. 9, 1947
El Salvador ! .. ._....... May 31, 1937 | Switzerland 2. __.___.._____ Feb. 15,1936
Honduras_ ______________ Mar. 2,1936| Venezuela3_______________ Dec. 16, 1939
Tceland- .o _____________ Nov. 19, 1943

1The schedules of concessions, as well as the provisions of the agreement relating to the
concessions, were terminated, effective Aug. 8, 1962, for El Salvador, and Feb. 28, 1961, for
Honduras.

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

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

During the period under review the United States continued to apply
- trade-agreement rates of duty to imports from nearly all countries, re-
gardless of whether it had most-favored-nation obligations in effect with
them. This policy of “generalizing” its trade-agreement rates of duty
was initially established by the Trade Agreements Act of 1934. As ex-
ceptions to its policy of “generalizing,” however, the United States con-
tinued during the period under review to suspend the application of
trade-agreement concessions to imports from Communist-controlled
countries or areas;* the United States reapplied trade-agreement rates
of duty to imports from Poland and suspended their application to im-
ports from Cuba. These actions are discussed in following sections.
The United States also continued to prohibit the entry, or withdrawal
from warehouse, for consumption, of specified furs that are the product
of the Soviet Union or of Communist China.’

3 The Republic of the Philippines is not included in this group inasmuch as the current
U.S. bilateral trade agreement with that country was negotiated under the provisions of
the Philippine Trade Agreement Revision Act of 1955 (69 Stat. 413), not under the Trade
Agreements Act of 1934, as amended and extended.

4 Required by sec. 5 of the Trade Agreements Extension Act of 1951.

5 Pursuant to sec. 11 of the extension act of 1951. For details of U.S. actions 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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Termination of Trade Agreement With Iran

By mutual agreement, the Governments of the United States and Iran
terminated, effective August 26, 1960, a trade agreement that they had
negotiated in 1943.5 Termination of the agreement was requested by
Iran, which had undertaken a comprehensive economic stabilization
program to cope with its balance-of-payments problem. The program
was expected to result in the modification of various rates of duty in the
Iranian import tariff schedule—particularly those on commodities not
deemed essential to the country’s economic development. Iran there-
fore wished to be free of its commitments in the trade agreement with
the United States.

After the termination of the agreement, trade relations between the
United States and Iran were governed by the terms of the 1955 treaty
of amity, economic relations, and consular rights. This treaty, which
became effective June 16, 1957, contained several provisions similar to
those included in the 1943 bilateral trade agreement; hence, even after
termination of the trade agreement, each country was obliged to accord
the other most-favored-nation treatment.

In the 1943 bilateral trade agreement with Iran, the United States
agreed to reduce or bind against increase the existing rates of duty on
products in 14 tariff paragraphs or subparagraphs of the Tariff Act ot
1930. These products included opium; copper or brass table, household,
kitchen, and hospital utensils; dried barberries; dates in bulk; pistachio
nuts; certain cotton articles block-printed by hand; hair of the cashmere

' goat; certain handwoven carpets, rugs, and mats; and turquoise, cut but
not set. The United States also agreed to bind free-of-duty the com-
modities contained in 11 tariff paragraphs or subparagraphs, including
bristles, rough or uncut turquoise, quince seed, saffron and madder,
certain gums and resins, and iron ore. Iran, on the other hand, granted
the United States concessions on products contained in 48 tariff classi-
fications, including fresh, dried, or preserved fruits and vegetables; lubri-
cating oils and greases; certain motion picture films; tires and inner
tubes; motors; pumps; certain agricultural, refrigerating, and air-condi-
tioning machinery; typewriters; certain electrical equipment; radio re-
ceiving sets; and tractors, buses, and passenger cars. Forty-five of the
Iranian concessions involved reductions in the existing rates of duty or
bindings of the existing rates of duty against increase; three concessions
consisted of bindings on the free list.”

6 The trade agreement was signed on Apr. 8, 1943, and became effective on June 28, 1944,
The exchange of notes terminating the agreement took place on July 27, 1960 (TIAS
4581; 11 UST 2163).

7 For the schedules of concessions in the bilateral trade agreement, see U.S. Department
of State, Reciprocal Trade Agreement . . . Between the United States and Iran, Executive
Agreement Series 410, Publication 2189, 1944,
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When the bilateral trade agreement was terminated, most of the com-
modities on which the United States had granted concessions to Iran
were also subject to concessions in other trade agreements. Articles in-
cluded in seven tariff paragraphs or subparagraphs, however, had not
been the subject of U.S. concessions in other trade agreements. With
the termination of the agreement with Iran, the rates of duty on articles
contained in these seven tariff classifications either reverted to the statu-
tory rates, or (for the bound rates of duty) remained the same but re-
verted to an “unbound” status. The rates of duty applicable to these
tariff classifications before and after the termination of the trade agree-
ment with Iran are shown in the following tabulation:

Rate of duty
Tariff Act
of 1930 Article
paragraph Before termi- After termi-
nation of trade | nation of trade
agreement agreement
736 Barberries, edible, dried, desiccated, | 114¢ per1b_____ 234¢ per 1b.
or evz;.‘porated.
741 Dates, fresh or dried, except when
packed in units of any descrip-
tion weighing (with the immedi-
ate container, if any) not more
than ten pounds each:
With pits. oo oo oo 1¢ perlbl_ _____ 1¢ per Ib.
With pits removed. o . _________ 2¢ perlbl______ 2¢ per lb.
762 Apricot and peach kernels___._______ 2V5¢ per lb____. 3¢ per lb.
911 (a) Quilts or bedspreads, wholly or in | 1214% ad val.._| 25% ad val.
chief value of cotton, whether in
the piece or otherwise, if block-
printed by hand.
911 (b) Table and bureau covers, center- | 159, ad val._.._| 30% ad val.
pieces, runners, scarfs, napkins,
and doilies, made of plain-woven
cotton cloth, and not specially
provided for, if block-printed by
hand.
1102 (b) | Hair of the cashmere goat:
In the grease or washed__________ 18¢ per Ib. of | 34¢ per lb. of
clean content. clean content.
Scoured. - o oeococ e cccceeceeeee 21¢ per lb. of | 37¢ per lb. of
clean content. clean content.
Ontheskin .o __.____ 16¢ per lb. of | 32¢ per 1b. of
clean content. clean content.
Sorted, or matchings, if not| 19¢ per lb. of | 35¢ per lb. of
scoured. clean content. clean content.
1552 Cigar and cigarette boxes, finished

or unfinished, not specially pro-
vided for:

Wholly or in chief value of silver
and valued at 40 cents or more
per ounce.

309% ad val.....

60% ad val.

1 Rate of duty bound against increase in the 1944 bilateral trade agreement with Iran,
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Partial Termination of Trade Agreement With Honduras

By mutual agreement, the Governments of the United States and
Honduras terminated, effective February 28, 1961, parts of the 1936
trade agreement between the two countries.! Terminated were the
schedules of tariff concessions and all provisions of the agreement relat-
ing directly thereto. Various general provisions of the agreement re-
mained in effect obligating each country to maintain most-favored-nation
treatment in its trade with the other, to accord to the other national
treatment in the application of internal taxes, and to administer its
import policies on an equitable basis.

In requesting termination of the bilateral trade agreement, the Gov-
ernment of Honduras contended that, among other things, the agree-
ment impeded full implementation of its current economic and financial
policies, such as the establishment of adequate protection for domestic
industries and revision of import duties for fiscal purposes. The Hon-
duran Government also pointed out that its commitments to participate
in a Central American common market obligated it ultimately to adopt
the proposed external tariff of the Central American common market.

In the 1936 bilateral trade agreement with Honduras, the United
States had agreed to reduce or bind against increase the existing rates
of duty on products in three tariff paragraphs or subparagraphs of the
Tariff Act of 1930; these products were pineapples in crates and in bulk,
certain balsams, prepared guavas, and mango and guava pastes and
pulps. The United States had also agreed to bind the free-of-duty

" treatment of products in five tariff paragraphs or subparagraphs, in-
cluding bananas, plantains, cocoa beans, coffee, sarsaparilla root, and
raw deerskins. Honduras, in return, had granted the United States
concessions on 37 products, including automobiles, trucks, buses, hand
tools, leathers, certain textile products, soaps, tire casings, and lumber;
17 of the concessions provided for reductions in rates of duty, and 20,
for bindings of existing rates.®

Termination of the U.S. schedule of concessions in the bilateral agree-
ment with Honduras resulted in a change in only one U.S. import duty—
that on pineapples in bulk. All other commodities on which the United
States had granted tariff concessions in the agreement were also subject
to concessions in other agreements.

Pursuant to the Honduran agreement, the United States had reduced
its import duty on pineapples in bulk from 134 cents each to 0.9 cent

8 The partial termination was proclaimed by Presidential Proclamation No. 3390 on
Jan. 18, 1961 (26 F.R. 507). The trade agreement was signed on Dec. 18, 1935, and be-
came effective on Mar. 2, 1936. The exchange of notes terminating parts of the agreement
took place at Tegucigalpa on Jan. 18, 1961 (TIAS 4677; 12 UST 85).

9 For the schedules of concessions in the bilateral trade agreement, see U.S. Department
of State, Reciprocal Trade Agreement Between the United States of America and Honduras,
Executive Agreement Series No. 86, 1936.
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each. With the termination of the U.S. schedule of concessions, the
duty on pineapples in bulk, other than the product of Cuba, reverted to
the full rate of 134 cents each. Because of the obligation under article
I of the General Agreement on Tariffs and Trade not to increase the ab-
solute margin of preference between the duty on articles imported from
Cuba and the duty on the same articles of non-Cuban origin, the U.S.
duty on pineapples in bulk that are the product of Cuba was increased
at the same time from 0.58 cent each to 0.84% cent each.1?

Partial Termination of Trade Agreement With El Salvador

By an exchange of notes on June 29, 1962, the Governments of the
United States and El Salvador terminated parts of the 1937 trade agree-
ment between the two countries.!! Effective as of the close of August
8, 1962, the schedules of tariff concessions in the agreement and the pro-
visions of the agreement that related directly thereto were terminated.
The general provisions of the agreement that remained in effect contin-
ued the obligation of each country to maintain most-favored-nation
treatment in its trade with the other, to accord the other national treat-
ment in the application of internal taxes, and to administer its import
policies on an equitable basis.

The partial termination of the bilateral trade agreement was requested
by the Government of El Salvador. Like Honduras, El Salvador indi-
cated that its tariff commitments in the agreement conflicted with its
objective of participating in the Central American economic integration
. program and of adopting the proposed external tariff of the Central
American common market.

In the 1937 bilateral trade agreement with El Salvador, the United
States had agreed to bind against increase the existing rates of duty on
products in three tariff paragraphs of the Tariff Act of 1930. These
products were Peru balsam, honey, prepared guavas, and guava and
mango pastes and pulps. The U.S. rates of duty on these products had
previously been reduced pursuant to concessions granted in bilateral
trade agreements negotiated with other countries. The United States
had also agreed to bind the free-of-duty treatment of products in four
tariff paragraphs, including cocoa beans, coffee, tortoise shell, deerskins,
and reptile skins. El Salvador, in return, had granted the United States
concessions on products in 25 tariff items, including ham, canned pork,
wheat, certain leather, canned mackerel and salmon, oatmeal, certain
canned fruits and vegetables, sawed wood, rubber tires, inner tubes,

10 Presidential Proclamation No. 3394 of Feb. 25, 1961, effective Feb. 28, 1961 (26 F.R.
1751).

11 The exchange of notes terminating parts of the agreement took place at San Salvador
(TIAS 5095). The termination was made effective for the United States by Presidential
Proclamation No. 3480 of June 29, 1962 (27 F.R. 6253). The bilateral trade agreement
was signed on Feb. 19, 1937, and became effective May 31, 1937 (50 Stat. 1564).
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rubber hose and tubing, and phonograph records. Concessions on six
of the tariff items had consisted of bindings of existing rates of duty, and
concessions on the remainder, of duty reductions.

Termination of the U.S. schedule of concessions in the agreement
with El Salvador did not result in any changes in U.S. import duties,
inasmuch as the United States had made commitments on the same items
in the General Agreement on Tariffs and Trade.

Reapplication of Reduced Rates of Duty to Imports From Poland

Section 5 of the Trade Agreements Extension Act of 1951 required
the President, as soon as practicable, to suspend, withdraw, or prevent
the application of any trade-agreement concession to imports from the
Soviet Union and imports from any nation or area dominated or con-
trolled by the foreign government or foreign organization controlling the
world Communist movement. Under this provision the President dur-
ing 1951 and 1952 suspended the application of trade-agreement con-
cessions to products of 19 specified countries or areas.’? The President’s
action with respect to imports from Poland and areas under Polish ad-
ministration and control became effective on January 5, 1952. Subse-
quently, the Polish areas to which the suspensions applied were redefined
by the President, effective February 19, 1953, as follows: Poland and
areas under the provisional administration of Poland (the former Free
City of Danzig and areas in Germany including the area in East Prussia).

The President ended the suspension of the application of trade-
agreement rates of duty on imports from Poland, effective December
16, 1960, thus reducing the duties applicable to U.S. imports of some
articles therefrom.’® The principal imports from Poland to which the
reduced duties applied were glass Christmas tree ornaments valued under
$7.50 per gross, wire nails over 65/1000 inch in diameter or 1 inch long,
poppy seed, decorated or colored blown-glass household articles, and wet-
salted calf hides.!* The rate of duty applicable to the most important
commodity imported from that country—canned ham—was not changed
by either the suspension or the reapplication of the trade-agreement
rates of duty, inasmuch as no trade-agreement concession has been made
by the United States on that product.

Special Restrictions on U.S. Trade With Cuba
During the period covered by this report, the President proclaimed

12 For a list of these countries and areas, see Operation of the Trade Agreements Program,
6th report, p. 77.

183 CFR, 1960 Supp., 101,

14 For a more complete list of the principal commodities imported from Poland to which
reduced rates of duty applied, as well as a list of the principal commodities for which no
change of duty resulted from the President’s action, see U.S. Tariff Commission, Rezppli-
cation of Trade-Agreement Reductions in Import-Duty Rates to Imports from Poland, 1961
[processed].
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an embargo on trade between the United States and Cuba, and, the
Congress took action to deny to Cuba the benefits of U.S. trade-agree-
ment concessions.

In January 1962, at the Punta del Este Conference,!® the members of
the Organization of American States resolved, in their Final Act, that
the Government of Cuba was incompatible with the objectives of the
inter-American system and urged the member states to take appropriate
steps for their individual and collective self-defense. Under the provi-
sions of section 620(a) of the Foreign Assistance Act of 1961, as amend-
ed,® the President, by proclamation effective February 7, 1962, imposed
an embargo on trade between the United States and Cuba.l” Specifi-
cally, the President prohibited the importation into the United States
of all goods of Cuban origin and all goods imported from or through
Cuba, except as authorized by the Secretary of the Treasury. The
President further directed the Secretary of Commerce, under the pro-
visions of the Export Control Act of 1949, as amended,*® to continue to
prohibit all exportation from the United States to Cuba, except as au-
thorized by the Secretary. Under regulations issued by the Secretary of
the Treasury and the Secretary of Commerce, the United States limited
exports to Cuba largely to foodstuffs and medicines and limited imports
from Cuba to goods contained in passengers’ baggage.

Section 401 of the Tariff Classification Act of 1962 1? declared Cuba
to be a nation described in section 5 of the Trade Agreements Extension
Act of 1951, as amended, i.e., dominated or controlled by the foreign

-government or foreign organization controlling the world Communist
movement; the section also specifically directed that products of Cuba
be denied the benefits of trade-agreement concessions. Accordingly, on
May 24, 1962, the United States suspended the application of reduced
rates of duty established pursuant to trade agreements, including pref-
erential rates of duty, to imports of articles which are products of Cuba.
Inasmuch as U.S. imports of Cuban goods had already been virtually
prohibited under the embargo, the immediate effect of the suspension of
trade-agreement rates of duty was exceedingly limited. The suspension
was to remain in effect until the President determined that Cuba was
no longer a Communist-dominated country.

ACTIONS RELATING TO RESTRICTIONS ON
TRADE-AGREEMENT ITEMS

During the period under review various actions were taken by the

15 The Eighth Meeting of Consultation of Ministers of Foreign Affairs, Serving as Organ
of Consultation in Application of the Inter-American Treaty of Reciprocal Assistance.

16 75 Stat. 444.

17 Presidential Proclamation No. 3447 of Feb. 3, 1962 (27 F.R. 1085).

18 50 U.S.C. App. 2021-2032.

19 76 Stat. 78.
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United States relating to import restrictions applied to certain items on
which it had previously granted trade-agreement concessions. As a
result of court decisions and measures taken by the President to renego-
tiate concessions, the United States took action with respect to its duties
on bicycles, wool fabrics (including billiard cloth), and waterproof cotton
cloth. In addition, other U.S. actions, discussed below, were taken
under section 22 of the Agricultural Adjustment Act; section 7 of the
Trade Agreements Extension Act of 1951, as amended; Executive Order
10401; and section 204 of the Agricultural Act of 1956, as amended.

Proclamation of New Import Duties
Bicycles

In February 1961, the President proclaimed trade-agreement rates of
duty for bicycles,?® which were the same as those imposed by the Presi-
dent in 1955,2! after an escape-clause investigation and recommenda-
tions by the U.S. Tariff Commission.2? This action followed negotia-
tions with the United Kingdom, the Federal Republic of Germany, Bel-
gium, the Netherlands, Luxembourg, and Austria.

The President undertook the negotiations with the above-mentioned
countries in order to establish a trade-agreement basis for the increased
rates of duty on bicycles which had préviously been established under
the escape-clause procedure, but which had been negated by the decision
of the U.S. Customs Court in Schmidt Pritchard & Co. v. United States.?
In its decision, rendered on October 6, 1958, the court invalidated one
-of the rates of duty and cast doubt on the other rates on bicycles pro-
claimed by the President in 1955. The decision of the Customs Court
was affirmed by the Court of Customs and Patent Appeals on July 20,
1960.2¢  On December 12, 1960, the U.S. Supreme Court denied a pe-
tition for certiorari,® thus refusing to review the decision of the lower
court. As a result of these decisions, the President undertook to assure
the continued application of the rates of duty that he had proclaimed in
1955 by negotiating those rates in a trade agreement with the major
supplying countries.?®

The rate of duty proclaimed in 1955 and again in 1961 for large-wheel
light-weight bicycles was $1.8714 each, but not less than 1114 percent

20 Proclamation No. 3394 of Feb. 25, 1961 (3 CFR, 1961 Supp., 27), effective Feb. 27,
1961.

21 Proclamation No. 3108 of Aug. 18, 1955 (3 CFR, 1954-1958 Comp., 54).

22 For details of the Tariff Commission’s recommendations and the President’s action, see
Operation of the Trade Agreements Program, 9th report, pp. 118-119.

2 C.D. 2029, 41 Cust. Ct. 108 (1958).

24 47 C.C.P.A. 152 (1960).

% 364 U.S. 919 (1960).

26 For details of the negotiations, see ch. 1 of this report on the art. XXVIII renegotiations
on bicycles.
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nor more than 2214 percent ad valorem. All other bicycles were sub-
ject to a minimum rate of 2214 percent and a maximum rate of 30 per-
cent ad valorem; specific rates proclaimed were $3.75 each for large-wheel
bicycles weighing 36 pounds or more; $3 each for bicycles with wheels
over 19 but not over 25 inches in diameter; and $1.8714 each for bicycles
with wheels not over 19 inches in diameter. FEach of these rates was 50
percent higher than the trade-agreement concession rate that the United
States negotiated at Geneva in 1947.

Waterproof cotton cloth

In January 1955 the Bureau of Customs began to apply a “‘use’ test,
as well as the “cup” test, to determine whether certain imported cloths
were classifiable as waterproof cloth within the meaning of paragraph
907 of the Tariff Act of 1930.27 Application of the “use” test excluded
from classification under paragraph 907 those cloths which were not gen-
erally used in the manufacture of articles designed to afford protection
against water to the extent expected in raincoats, protective sheeting,
dress shields, umbrella fabrics, and similar articles, even though such
cloths possessed water-repelling characteristics and could pass the “cup”
test. This limitation of the coverage of paragraph 907 resulted in the
assessment of a higher rate of duty on some cloths than had previously
been assessed on them.

In November 1959 the Court of Customs and Patent Appeals rejected
the “‘use” test as a method for determining whether imports qualified
" for classification as “waterproof cloth” under paragraph 907.2 In Sep-
tember 1960, Congress enacted legislation reimposing the “use” test.?®

Inasmuch as the application of the “use” test resulted in the levying
of higher rates of duty on some cloths than had previously been assessed
under paragraph 907, the United States found it was necessary to nego-
tiate in 1961 with several countries on the effect of the “use” test on
concessions that had been granted on such cloth.30

Certain woolen and worsted fabrics

In January 1961 the President established new rates of duty for im-
ports of certain woolen and worsted fabrics.®® The new schedule of
duties replaced the tariff quota system which had been in effect from
October 1, 1956, to December 31, 1960.32

27 Abstract of T.D. 53630, dated Oct. 12, 1954.

28 United States v. D. H. Grant & Co., Inc., decided Nov. 16,1959 (C.A.D. 723,47 C.C.P.A.
20).

29 Sec. 2, Public Law 86-795, approved Sept. 15, 1960 (74 Stat. 1052).

30 See ch. 1.

31 Proclamation No. 3387 of Dec. 28, 1960, effective Jan. 1, 1961 (3 CFR, 1960 Supp., 52).

32 For a discussion of the operation of the Geneva wool-fabric quota between Oct. 1, 1956,
and Dec. 31, 1960, see Operation of the Trade Agreements Program: 11th report, pp. 83-84;
12th report, pp. 91-92; and 13th report, pp. 98-99.
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In a note attached to its schedule of concessions granted at Geneva in
1947 in the General Agreement on Tariffs and Trade, the United States
reserved the right to increase to 45 percent the ad valorem parts of the
compound rates of duty applicable to any of the fabrics provided for in
items 1108 and 1109(a) on such fabrics entering in any calendar year in
excess of an aggregate quantity (by weight) of 5 percent of the average
annual production of similar fabrics in the United States during the
three immediately preceding calendar years. In October 1956 the Pres-
ident invoked this so-called Geneva wool-fabric reservation and estab-
lished a tariff quota for imports of certain woolen and worsted fabrics.33
The trade-agreement rates of duty on the woolen and worsted fabrics
covered by the reservation had been 30 or 3714 cents per pound, de-
pending on the nature of the fabric, plus 20 or 25 percent ad valorem,
again depending on the nature of the fabric. Under the tariff quota the
specific rates of duty on imports of the specified woolen and worsted fab-
rics remained unaltered; however, the ad valorem parts of the compound
duties were increased to 45 percent on imports in excess of the quotas,
as provided in the reservation.

On March 7, 1958, the President provided that imports of certain
handwoven and “religious” fabrics would be subject, effective January
1, 1958, to an overquota rate in which the ad valorem part of the com-
pound duty would be 30 percent.3* On April 21, 1959, the President
established an overquota rate, effective January 1, 1959, in which the

-ad valorem part of the compound duty would be 30 percent for a maxi-
mum of 350,000 pounds of overquota imports of certain high-priced,
high-quality fabrics.®

During the period that the tariff quota was in effect, the annual quotas
established by the President were as follows: For the last 3 months of
1956, 3.5 million pounds; for 1957, 14.0 million pounds; for 1958, 14.2
million pounds; for 1959, 13.5 million pounds; and for 1960, 13.5 million
pounds.

When announcing the wool-fabric quota for 1960, the President noted
that many problems had arisen during the operation of the quota and
that the tariff-quota system had disrupted normal marketing practices
in the woolen goods trade. U.S. importers, clothing manufacturers, and
retailers found it necessary to place orders far in advance of delivery
and were uncertain as to the rates of duty that would be applicable at
the time the fabrics were imported. Late in 1959 the United States
announced that to provide a solution better suited to the needs of all
parties concerned, it intended to renegotiate the concessions on the wool-

83 Proclamation No. 3160 of Sept. 28, 1956, effective Oct. 1, 1956 (3 CFR, 19541958
Comp., 94).

3 Proclamation No. 3225 (3 CFR, 1954-1958 Comp., 145).

35 Proclamation No. 3285 (3 CFR, 1959 Supp., 29).
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en and worsted fabrics covered by the Geneva wool-fabric reservation
with the United Kingdom, Belgium, and other interested contracting
parties to the General Agreement on Tariffs and Trade.?® On Novem-
ber 9, 1960, the Department of State announced that the renegotiations
had been completed and that new rates of duty on imports of the speci-
fied woolen and worsted fabrics—which would replace the tariff quota
system—would become effective on January 1, 1961.

Except for the specified specialty fabrics mentioned above, the new
rates of duty negotiated by the United States, which became effective
on January 1, 1961, were 30 or 3714 cents per pound,®’ depending on
the nature of the fabric, plus 38 percent ad valorem for fabrics valued
at more than $2 per pound, and 76 cents per pound for fabrics valued
at $2 or less per pound, with a2 maximum ad valorem limit of 60 percent.
The specialty fabrics mentioned above were dutiable at 3714 cents per
pound, plus 25 or 30 percent ad valorem, depending on the nature of
the fabric. Under the wool-fabric-quota system the total duty on all
imports of the specified fabrics in 1959 was equivalent to about 45 per-
cent ad valorem. Based on data for 1959, the new rates of duty were
equivalent tu about 48 percent ad valorem for fabrics valued at more
than $2 per pound, and 57 to 60 percent ad valorem for fabrics valued
at $2 or less per pound.

Actions Under Section 22 of the Agricultural Adjustment Act

Section 22 of the Agricultural Adjustment Act, as amended,*® author-
" ized the President to restrict imports of any commodity, by imposing
either fees or quotas (within specified limits), whenever such imports
rendered or tended to render ineffective, or materially interfered with,
programs of the U.S. Department of Agriculture relating to agricultural
commodities or products thereof. Section 22 required the Tariff Com-
mission, when so directed by the President, to conduct an investigation
of the specified commodity and to make a report and recommendation
to him.3®

At the beginning of the period under review, there were no investiga-

36 See ch. 1.

37 The specific part of the compound duty is compensatory for the duty on raw wool.

387 U.S.C. 624.

39 Under subsection (f) of sec. 22, as amended by sec. 8(b) of the Trade Agreements
Extension Act of 1951, no trade agreement or other international agreement entered into
at any time by the United States could be applied in a manner inconsistent with the re-
quirements of sec. 22. At their Ninth Session in 1954-55, the Contracting Parties to the
General Agreement on Tariffs and Trade granted the United States a waiver of its com-
mitments under arts. IT and IX of the General Agreement to the extent that those commit-
ments were inconsistent with action that the United States was required to take under
sec. 22. For a discussion of the annual report of the United States on its actions under the
waiver, see the section of ch. 2 on U.S. restrictions on imports of agricultural products.
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tions pending before the Tariff Commission. During the period cov-
ered by this report, the Commission instituted seven investigations. Of
these, the Commission by June 30, 1962, had completed five investiga-
tions and had dismissed one without formal finding; one investigation
was in process. The outcome or status of the seven investigations, as
well as the outcome of one which the Commission had completed but on
which the President had not yet acted by June 30, 1960, are shown in
the following tabulation (where appropriate, the vote of the Commis-
sion and the dates of action by the Commission and the President are
shown in parentheses):*°

—

Commodity
. Articles containing cotton
(1960).

. Tung oil and tung nuts
(1960).

. Peanut oil, flaxseed, and
linseed oil (supplemen-

tal investigation) (1961).

. Certain cotton products

(chiefly cotton picker
laps) (1961).

. Blue-mold and Cheddar

cheeses (supplemental
investigation) (1961).

. Rye, rye flour, and rye

meal (1961).

. Tung oil and tung nuts

(supplemental investi-

gation) (1961).

. Articles or materials whol-

ly or in part of cotton
(1962).

Status

The Commission made no recommendation for the im-
position of import restrictions (4-2) (June 27, 1960).
The President accepted the Commission’s report (Aug.
23, 1960).

The Commission recommended, in general, that U.S.
imports be limited to 14,000,000 pounds for the 12-
month period beginning Nov. 1, 1960 (5-0) (Oct. 19,
1960). The President extended for 3 years the existing
quota of 26,000,000 pounds per quota year; the quota
was allocated by countries and limited the amount that
might be entered during the first quarter of each quota
year (Oct. 27, 1960).

The Commission recommended that the existing fee on
peanut oil be removed and that the fee on flaxseed and
linseed oil be reduced from 50 percent to 15 percent ad
valorem (4-0) (Jan. 26, 1961). The President elimi-
xllggec)l the fee on all the products specified (May 5,

1).

The Commission recommended that imports be limited to
1,000 pounds in any 12-month peried (4-0) (Sept. 1,
1961). The President imposed the quota recommend-
ed by the Commission (Sept. 11, 1961).

The Commission made no recommendation for the modi-
fication or elimination of either of the existing quotas
(3-0) (Sept. 1, 1961). The President enlarged the
quota on blue-mold cheese by 850,000 pounds annually
(Mar. 29, 1962), but by June 30, 1962, had not an-
nounced his decision with respect to Cheddar cheese.

The Commission dismissed the investigation without
formal findings (Sept. 14, 1961), after the President
withdrew his request for an investigation (Sept.7,1961).

The Commission made no recommendation for termi-
nation of the existing quota (5-0) (Dec. 4, 1961). The
President terminated the quota (May 1, 1962).

This investigation was pending before the Commission
at the close of the period covered by this report.

Actions Under the Escape Clause
After 1943 all the trade agreements that the United States concluded

under the Trade Agreements Act incorporated a safeguarding clause,

4 For a more detailed résumé of the nature and status of the investigations pending be-
fore the Commission and the action taken thereon by the President during the 2-year
period covered by this report, see Annual Report of the United States Tariff Commission
(45th and 46th reports).
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commonly known as the standard escape clause. The clause provided,
in essence, that either party to the agreement could withdraw or modify
any concession made therein if, after a concession, imports of the par-
ticular commodity entered in such increased quantities, either actual or
relative, as to cause or threaten serious injury to the domestic industry
producing like or directly competitive articles.# During the period cov-
ered by this report, the procedure for administering the escape-clause of
trade agreements was prescribed by section 7 of the Trade Agreements
Extension Act of 1951, as amended, Executive Order 10401 of October
14, 1952, and Executive Order 10741 of November 25, 1957.

Section 7 of the Trade Agreements Extension Act of 1951, as amended,
provided that the Tariff Commission, upon request of the President, upon
resolution of either House of Congress, upon resolution of either the
Senate Committee on Finance or the House Committee on Ways and
Means, upon its own motion, or upon application by any interested
party, was to promptly conduct an escape-clause investigation. The
Commission was to make a report in an escape-clause investigation with-
in 6 months of the date it received the application. In arriving at its
findings and conclusions, the Commission, without excluding other fac-
tors, was required to take into consideration the following factors ex-
pressly set forth in section 7(b) of the act: A downward trend of pro-
duction, employment, prices, profits, or wages in the domestic industry
concerned, or a decline in sales, an increase in imports, either actual or
relative to domestic production, a higher or growing inventory, or a
~ decline in the proportion of the domestic market supplied by domestic
producers. The act further provided that increased imports, either
actual or relative, were to be considered as the cause or threat of serious
injury to the domestic industry producing like or directly competitive
products when the Commission found that such increased imports had
contributed substantially toward causing or threatening serious injury
to such industry.

If the Commission found, as a result of its investigation, the existence
or threat of serious injury as a result of increased imports, either actual
or relative, due, in whole or in part, to the duty or other customs treat-
ment reflecting the concession, it was required to recommend to the
President, to the extent and for the time necessary to prevent or remedy

41 The Trade Agreements Extension Act of 1951 made it mandatory for an escape clause
to be included in all trade agreements that the United States concluded thereafter, and, as
soon as practicable, in all trade agreements then in force. The clause was to conform to the
policy set forth in sec. 6(a) of the act. That section provided that no trade-agreement
concession made by the United States should be permitted to continue in effect when the
product involved was, as a result, in whole or in part, of the duty or other customs treat-
ment reflecting such concession, being imported into the United States in such increased
quantities, either actual or relative, as to cause or threaten serious injury to the domestic
industry producing like or directly competitive products.
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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. When, in the Commission’s judgment, no sufficient
reason existed for a recommendation to the President that a trade-
agreement concession be modified or withdrawn, the Commission was
to make and publish a report stating its findings and conclusions.?
Status of escape-clause investigations

On July 1, 1960, a total of 6 escape-clause investigations were pend-
ing before the Commission. During the ensuing 2-year period, the
Commission instituted 24 additional investigations.* By June 30, 1962,
the Commission had completed 22 of the 30 investigations and had ter-
minated 4 without formal findings; the other 4 investigations were in
process. The outcome or status of the 30 escape-clause investigations
pending before the Tariff Commission at one time or another during the
period July 1, 1960-June 30, 1962, together with a brief description of
the products and, where applicable, the vote of the Commission and
the date on which the investigation was terminated or completed, are
shown below:#4

Investigations terminated without formal findings:

Tennis rackets (Apr. 4, 1961)

Creeping red fescue seed (May 31, 1961)

Unbrella frames (2d investigation) (Sept. 21, 1961)
Umbrellas (Sept. 21, 1961)

Investigations in which the Commission decided against escape action (no reports were
sent to the President):
Barbed wire (4-0) (Aug. 3, 1960)
Cast-iron soil-pipe fittings (6-0) (Aug. 23, 1960)
Crude horseradish (6-0) (Sept. 15, 1960)
Hatters’ fur (2d investigation) (6-0) (Oct. 7, 1960)
Iron ore (5-0) (Dec. 30, 1960)
Ultramarine blue (6-0) (Mar. 16, 1961)
Plastic raincoats (4-2) (Mar. 29, 1961)
Cantaloups (6-0) (Mar. 30, 1961)
Cellulose filaments (rayon staple fiber) (4-2) (Apr. 10, 1961)
Watermelons (6-0) (Apr. 20, 1961)
Rolled glass (3-2-1) (May 25, 1961)
Procaine salts and compounds thereof (3-0) (Nov. 2, 1961)
Standard clothespins (5-0) (Feb. 14, 1962)
Creeping red fescue seed (2d investigation) (3-2) (May 21, 1962)

42 For a more complete discussion of the escape-clause provision of U.S. trade agreements
legislation, see Operation of the Trade Agreements Program, 13th report, pp. 108-109.

43 Between Apr. 20, 1948, when it received the first application for an escape-clause
investigation, and June 30, 1962, the Commission instituted a total of 134 such investi-
gations.

4 For a more complete résumé of the nature and status of the investigations pending
before the Commission or the action taken thereon by the President during this period, see
Annual Report of the United States Tariff Commission (45th and 46th reports).
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Investigations in which the Commission decided in favor of escape action (reports sent
to the President):
Baseball and softball gloves (6-0) (May 1, 1961)
‘Ceramic mosaic tile (6-0) (May 10, 1961)
Sheet glass (6-0) (May 17, 1961)
Certain carpets and rugs (2d investigation) (4-0) (Aug. 3, 1961)
Straight pins (3d investigation) (4-2) (Feb. 28, 1962)
Investigations in which the vote of the Commission was evenly divided (reports sent
to the President):
Binding twines (2-2) (Dec. 9, 1960)
Hard-fiber cords and twines (2-2) (Dec. 9, 1960)
Alsike clover seed (2d investigation) (2-2) (Aug. 7, 1961)
Investigations in which decisions by the Commission were pending on July 1, 1962:
Vanillin
Houschold china tableware and kitchenware
Earthenware table and kitchen articles
Hatters’ fur (3d investigation)

The actions taken by the President during the period July 1, 1960, to
June 30, 1962, on escape-clause recommendations submitted to him by
the Tariff Commission are shown below (the dates shown are those on
which the President announced his decision):

President invoked the escape clause:

Cotton typewriter-ribbon cloth (Aug. 23, 1960)
Sheet glass (Mar. 19, 1962)
Certain carpets and rugs (2d investigation) (Mar. 19, 1962)

President declined to invoke the escape clause:

Binding twines (Feb. 7, 1961)
Hard-fiber cords and twines (Feb. 7, 1961)
Alsike clover seed (2d investigation) (Oct. 1, 1961)
Baseball and softball gloves (Mar. 19, 1962)
Ceramic mosaic tile (Mar. 19, 1962)
Straight pins (3d investigation) (Apr. 28, 1962)
Review of escape-clause actions under Executive Order 10401

The standard escape clause in trade agreements and section 7(a) of
the Trade Agreements Extension Act of 1951, as amended, provided
that any escape-clause action that the President took with respect to a
particular commodity would remain in effect only “for the time neces-
sary to prevent or remedy” the injury. By Executive Order 10401 of
October 14, 1952, and Executive Order 10741 of November 25, 1957,
the President established a formal procedure for reviewing escape-clause
actions. Paragraph 1 of Executive Order 10401 directed the Tariff Com-
mission to keep under review developments with regard to products on
which trade-agreement concessions had been modified or withdrawn
under the escape-clause procedure, and to make periodic reports to the
President concerning such developments.*

45 The Commission was required to make the first such report in each case not more than

* 2 years after the original escape-clause action, and thereafter at intervals of 1 year as long
as the concession remained modified or withdrawn in whole or in part.
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Paragraph 2 of Executive Order 10401 provided that the Commission
was to institute a formal investigation in any case whenever, in the Com-
mission’s judgment, changed conditions warranted it, or upon the re-
quest of the President, to determine whether, and, if so, to what extent,
the withdrawal, suspension, or modification of a trade-agreement con-
cession needed to be continued in order to prevent or remedy serious
injury or the threat thereof to the domestic industry concerned. Upon
completing such an investigation, the Commission was required to re-
port its findings to the President.

The reports that the Tariff Commission sent to the President under
the provisions of paragraph 1 of Executive Order 10401 during the period
July 1, 1960, to June 30, 1962, are listed below (the dates shown are
those on which the reports were submitted):

Linen toweling (3d report, July 25, 1960; 4th report, July 25, 1961)
Watch movements (5th report, July 25, 1960; 6th report, July 25, 1961)
Bicycles (4th report, Aug. 18, 1960) !

Dried figs (7th report, Aug. 30, 1960; 8th report, Aug. 30, 1961)

Lead and zinc (Ist report, Sept. 30, 1960; 2d report, Oct. 2, 1961)
Spring clothespins (2d report, Dec. 9, 1960; 3d report, Dec. 11, 1961)
Safety pins (2d report, Dec. 30, 1960; 3d report, Jan. 2, 1962)

Clinical thermometers (2d report, May 22, 1961)
Stainiess-stee! table flatware (1st report, Nov. 1, 1961)

1 The Commission was not required to submit a fifth periodic report on bicycles; see the
separate section of this chapter relating to the new import duties on bicycles.

The President concurred with the Commission’s conclusion in each of
these reports that institution of a formal investigation under paragraph
2 of Executive Order 10401 was not warranted.t

After a review of the developments in the trade in clinical thermome-
ters that had occurred subsequent to the second report, the Tariff Com-
mission on May 18, 1962, instituted a formal investigation of clinical
thermometers under paragraph 2 of Executive Order 10401. The Com-
mission informed the President on May 22, 1962, that in view of this
action no pericdic report under paragraph 1 was being submitted to him
at that time. On June 30, 1962—the close of the period covered by this
report—the investigation was in process.

Embargees of U.S. Imports of Textiles

On May 2, 1961, the President announced a seven-point program to
assist the U.S. textile industry in meeting problems resulting from rapid
technological changes, shifts in consumer preferences, and increasing in-
ternational competition. To carry out part of the program, the Presi-
dent directed the U.S. Department of State to arrange for an early con-

46 For a more complete résumé of these reports, see U.S. Tariff Commission, Annual
Report of the United States Tariff Commission (45th and 46th reports).



JULY 1960—JUNE 1962 77

ference of representatives of the principal cotton textile importing and
exporting countries to seek an understanding which would provide a
basis for international trade in cotton textiles that would avoid undue
disruption of established industries.

During the period under review, the United States became a partici-
pant in a short-term cotton textile arrangement with 18 other contract-
ing parties to the General Agreement on Tariffs and Trade,*? as well as a
bilateral cotton textile agreement with Japan—1 of the participants in
the short-term arrangement. The United States and the same 18 con-
tracting parties also completed negotiations for a long-term cotton textile
arrangement, but it did not come into force until after June 30, 1962.%

Under the short-term cotton textile arrangement, a participating
country, if imports of cotton textiles in any of 64 categories *® were caus-
ing or threatening to cause disruption to its market, could request any
other participating country to restrain its exports of cotton textiles
classified in that category to a level not lower than that prevailing in the
12-month period ending June 30, 1961. If the exporting country failed
to agree to such restraint within 30 days, the importing country could
then prohibit the entry from the country in question of those cotton
textiles in excess of the level specified in its request. In critical circum-
stances, moreover, a participant could impose a temporary prohibition
of such character while its request was under discussion. The partici-
pants also agreed to take action to prevent “‘circumvention or frustra-
tion of this short-term arrangement by nonparticipants, or by trans-
shipment, or by substitution of directly competitive textiles.” If the
" purposes of the arrangement were being frustrated or were in danger of
being frustrated through the substitution of directly competitive textiles,
the arrangement permitted a participant to limit imports of such tex-
tiles to the extent necessary to prevent such frustration, but in any event
to a level not lower than that prevailing in the 12-month period ending
June 30, 1961.

The United States participated in the cotton textile arrangements
under the provisions of section 204 of the Agricultural Act of 1956, as
amended.’® Section 204 authorized the President, whenever he deter-

47 Arrangements Regarding International Trade in Cotton Textiles, done at Geneva,
July 21, 1961. The participants included Australia, Austria, Canada, Denmark, India,
Japan, Norway, Pakistan, Portugal, Spain, Sweden, the United Kingdom, the United
States, and the European Economic Community (Belgium, France, the Federal Republic
of Germany, Italy, Luxembourg, and the Netherlands). The United States accepted the
short-term arrangement on Sept. 7, 1961 (TIAS 4884).

48 Concluded in Geneva on an ad referendum basis on Feb. 9, 1962, See ch. 2 of this
report for a discussion of GATT sponsorship of these arrangements.

49 Sixty-four categories of cotton textiles (e.g., velveteens, corduroy, dish towels) were
specified in the short-term arrangement.

507 U.S.C. 1854.
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mined it to be appropriate, to negotiate with representatives of foreign
governments in an effort to obtain agreements limiting the export from
such countries to the United States of any agricultural commodity or
product manufactured therefrom, or textiles or textile products, and to
issue regulations governing the entry of such articles to carry out such
agreements.® Initially, section 204 authorized the President to impose
restrictions on imports only from countries which were signatories to an
agreement. The provision was amended effective June 1962 to permit
the President, under specified circumstances, to restrict imports from
countries which were not parties to an agreement.5?

The procedures established for U.S. participation in the short-term
cotton textile arrangement were set forth in memorandums sent by the
President on October 18, 1961, to the Secretaries of State, Commerce,
and Labor. The President requested the Secretary of Commerce, as
Chairman of the President’s Cabinet Textile Advisory Committee, to
create an Interagency Textile Administrative Committee to carry out
the rights and obligations of the United States under the short-term
arrangement. The Interagency Textile Administrative Committee was
composed of representatives of the Departments of Commerce (the
Chairman), State, Treasury, Agriculture, and Labor.53

Between March 15, 1962—the date of the first request—and June 30,
1962, the United States made 43 separate requests to seven countries
that they restrain their exports of certain categories of cotton textiles to
the United States. The U.S. requests related to imports in 31 of the
64 categories of cotton textiles enumerated in the short-term arrange-

"ment. In response to 27 of the requests, the exporting country agreed
to restrain to the specified level its exports to the United States of the
designated cotton textiles. Lacking agreement in response to 16 re-
quests, the United States in each instance imposed an embargo on im-
ports of the specified category of cotton textiles from the country in-
volved. Embargoes were imposed on 8 categories of cotton textiles from
Hong Kong, 4 categories of cotton textiles from Portugal, and 1 each
from Egypt, Colombia, Israel, and the Republic of China. The latter
four countries were not participants in the short-term cotton textile
arrangement.

51 Sec. 204 also provided that nothing contained therein should affect the authority pro-
vided under sec. 22 of the Agricultural Adjustment Act of 1933, as amended.

5276 Stat. 104.

53 In his memorandum, the President also provided for (1) further cotton textile negoti-
ations by the Secretary of State; (2) the appointment of a U.S. delegation to the Provisional
Cotton Textiles Committee of the GATT; and (3) the establishment of 2 management-labor
textile advisory committee to provide advice to the President’s Cabinet Textile Advisory
Committee, to the U.S. representation on the Provisional Cotton Textiles Committee of
the GATT, and to U.S. negotiators of bilateral agreements (such as the United States-
Japan cotton textile arrangement).



JULY 1960—JUNE 1962 79

Under the provisions of the short-term cotton textile arrangement, a
participant was permitted to enter into a bilateral arrangement regard-
ing trade in cotton textiles on terms other than those provided in the
short-term arrangement. The United States and Japan adopted such a
bilateral arrangement, which was placed in effect for the 12-month peri-
od beginning January 1, 1962. Unlike the multilateral short-term ar-
rangement, the United States-Japan bilateral arrangement established
specific quotas on cotton textiles exported from Japan to the United
States. By June 30, 1962, no embargoes had been imposed by the
United States on imports from Japan, since they were covered by the
United States-Japan bilateral cotton textile arrangement.






Chapter 4

Major Commercial Policy Developments in
Countries With Which the United States
Has Trade Agreements

S -INTRODUCTION

Since World War II, the trade policies of countries which in the aggre-
gate have accounted for the great bulk of world trade have been guided
largely by their commitments in the General Agreement on Tariffs and
Trade (GATT). The General Agreement is based on principles of mul-
tilateralism and nondiscrimination. Since its inception, discriminatory
quantitative trade restrictions maintained by its members have been re-
laxed significantly and their overall levels of import duties have been
reduced.

In recent years actions to implement the GATT principles of multi-
lateralism and nondiscrimination in matters related to trade have been
accompanied by developments not altogether consistent with those prin-
ciples, namely, the emergence of regional economic arrangements. The
~ arrangements generally require, among other things, that member states
eliminate their duties on imports of commodities from within the area
governed by the arrangement, but not on imports from outside the area.
The resultant discriminatory tariff aspects of the regional arrangements
are not entirely consistent with the multilateral and nondiscriminatory
approach of GATT. In terms of the overall GATT objective of liberal-
izing world trade, however, such discrimination is not as anomalous as
it might appear. First, certain specific provisions of the General Agree-
ment permit GATT members to participate in regional arrangements in
which tariff discrimination is an intrinsic feature. In effect, the coun-
tries in the newly organized regional arrangements are permitted to ne-
gotiate as a unit in GATT quite as though they constituted one con-
tracting party. Second, the discriminatory tariff treatment created by
the regional groups results essentially from the elimination of tariffs on
intraregional trade rather than from the imposition of higher tariffs on
goods entering from outside the region.

Long before GATT was organized in 1947, tariff discrimination was
practiced, in varying degrees, by regional or political groupings of coun-
tries. The Commonwealth of Nations (British Commonwealth) was
perhaps the best known of such groups. Within the Commonwealth,
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the United Kingdom and other members extended one another prefer-
ential rates of duty (known as Commonwealth preferences). Since the
inception of GATT, the number of regional groups that practice tariff
discrimination by means of intraregional preferences has increased sig-
nificantly. The most important of these new regional groups, or or-
ganizations, and the years in which they became effective are the Euro-
pean Economic Community (1958); the European Free Trade Associa-
tion (1960); and the Latin American Free Trade Association (1961).

The majority of the members of the above-mentioned regional organ-
izations, considered collectively, are also members of GATT. As mem-
bers, most of them have negotiated substantial reductions in the duties
they apply to imports from other GATT members. On the other hand,
as members of regional organizations (excluding the Commonwealth),
they have undertaken to reduce, and ultimately to eliminate, duties on
imports of all, or nearly all, commodities from within the area of their
respective group. The extent to which tariff discrimination will ulti-
mately prevail will therefore depend materially on the results of future
GATT tariff negotiations.!

The extent to which members of three regional organizations had re-
duced the level of their duties on intraregional trade (and, for members
of the European Economic Community, the extent to which they had
adjusted their national tariffs to those of the common external tariff of
the Community) by the end of the period covered by this report are
described in the sections immediately following. Developments relat-
ing to nontariff trade restrictions maintained by these regional organ-
izations and by the overseas sterling area are also discussed.

EUROPEAN ECONOMIC COMMUNITY

On January 1, 1962, the member states of the European Economic
Community (EEC) completed the first of three stages of the transitional
period during which they will gradually integrate their economies. In
order to pass to the second stage, the member states had to attain cer-
tain objectives specified in the treaty.? These objectives, covering a
wide range of economic goals, included the attainment of certain stages
of progress toward the elimination of both customs duties and quanti-
tative restrictions on intra-EEC trade and toward the establishment of
a common customs tariff applicable to imports from countries outside

1 GATT tariff negotiations conducted during 196062 are described in ch. 1 of this report.

2 The decision to pass, as of Jan. 1, 1962, from the first to the second stage was in fact
made by the Council of the European Economic Community on Jan. 14, 1962. The Com-
munity’s transitional period was divided into three stages of 4 years each. If the length
of the two remaining stages is not altered, the transitional period will terminate at the
beginning of 1970.
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the Community. A discussion of the extent to which these particular
objectives were achieved during the period under review follows.?

Reduction of Internal Duties

The Treaty Establishing the European Economic Community speci-
fied that before passing from the first to the second stage of the transi-
tional period the member states of the EEC were to attain two goals
with respect to the reduction of import duties on intra-EEC trade: (1)
To reduce their basic duties,* on the average, by at least 30 percent, and
(2) to reduce each of their basic duties by at least 25 percent. By Jan-
uary 1, 1962, when the Community passed into the second stage of its
transitional period, these minimum duty reductions had been made; for
most commodities, they had been exceeded.

Duty reductions by the members of the Community on intraregional
trade during the first stage of the transitional period were effected at
four different times, three of which occurred during the period covered
by this report. The first of the four reductions was made on January 1,
1959; at that time, the EEC members reduced each of their basic duties
by 10 percent. The second reduction was made on July 1, 1960; like
the first, it was a linear reduction equivalent to an additional 10 percent
of the basic duties.> Unlike the 10-percent reduction of January 1, 1959,
which, under the terms of the Common Market Treaty, had to be ap-
plied uniformly to all import duties, the 1960 reduction could have been
applied unequally to the individual duties as long as the reduction for
each duty was at least 5 percent and as long as the overall reduction for
each country’s tariff schedule amounted to 10 percent. At the urging
of EEC officials, however, the member states agreed to reduce each of
their import duties by 10 percent.

The third step toward the ultimate elimination of import duties on
intra-EEC trade was taken on January 1, 1961, and the fourth, on
January 1, 1962. The 1961 reduction was made pursuant to a May 12,

3 Although the achievements of the Community discussed in this report are limited to
those relating to customs duties and quantitative restrictions, the Community’s other goals
and achievements covered many additional aspects of economic life. Many of these goals
and achievements were discussed in earlier reports by the Tariff Commission. See, in
particular, Operation of the Trade Agreements Program: 10th report, pp. 112-129; 12th
report, pp. 134-157.

4 Basic duties are those national duties which were applied to imports by individual mem-
ber states on Jan. 1, 1957,

5 As it had done for the 1959 reduction of internal duties, the EEC Council authorized
extension of the 1960 reduction to other contracting parties to GATT and to other countries
entitled to most-favored-nation treatment to the extent that the resultant rates of duty
were not below those provided in the common external tariff. Unlike the extension of the
1959 reduction, extension of the 1960 reduction was optional. Extension of neither the
first nor the second duty reduction was generally made to third countries for liberalized
agricultural commodities.
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1960, decision of the EEC Council to accelerate implementation of the
provisions of the Common Market Treaty;® each duty applying to an
industrial commodity was reduced by an amount equivalent to 10 per-
cent of the basic duty, and each applying to a nonliberalized agricultural
product, by 5 percent. Duties applicable to liberalized farm products
were not reduced.” On January 1, 1962, each duty (including, presuma-
bly, the duties on liberalized agricultural commodities) was reduced
further by an amount equivalent to 10 percent of the basic duty.?

As a result of the reductions described above, the duties that the EEC
member states had in effect on June 30, 1962, for trade within the Com-
munity were significantly lower than the maximum levels permitted by
the Common Market Treaty to be in effect on that date. For most
items, the percentage of the 1957 rate actually maintained on June 30,
1962, was as follows:

Industrial commodities. - - oo 60 percent
Nonliberalized agricultural commodities_ . ... _____________ 65 percent
Liberalized agricultural commodities_ . . .. .o _______ 70 percent

* The percentages of the 1957 rates specified above were not applicable
to all commecdities traded between EEC member states. The duties on
commodities under the jurisdiction of the European Coal and Steel Com-
munity and of the European Atomic Energy Community (Euratom)
were specifically excepted. Moreover, the duties on certain commodities
had previously been reduced below the levels specified above. On the
other hand, the duties on a small number of commodities had been spe-
cifically exempted from one or more of the four duty reductions insti-
‘tuted by June 30, 1962.

The Common External Tariff

The Common Market Treaty specified that member states of the Eu-
ropean Economic Community should, in three steps, aline their national
tariffs with the Community’s common external tariff, which was to be
applied to imports from third countries. The first step was to be taken

6 In May 1962, the EEC Council decided to accelerate the implementation of the treaty
provisions a second time. The additional acceleration will affect both internal and ex-
ternal duties but the decision was not scheduled to be implemented until after the close of
the period covered by this report.

7 A liberalized product was one to which quantitative restrictions were not applied.

8 The reductions of Jan. 1, 1962, had been made earlier by France, for a wide range of
commodities, on Apr. 1 and Sept. 15, 1961. The reductions made at those times were ex-
tended to non-EEC countries to the extent that the resultant rates of duty were not below
those of the common external tariff. The reductions made by France on Jan. 1, 1962,
therefore, were for those commodities for which duties had not been reduced to the full
specified extent on the aforementioned dates. Germany also deviated from the Jan. 1,
1962, general reduction formula in that it did not reduce the duties for certain agricultural
commodities by the full specified percentage until Mar. 1, 1962.
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on January 1, 1962; the second, at the end of the aforementioned
second stage; and the third, by the end of the transitional period. As
a result of the EEC acceleration decision on May 12, 1960, however, the
first step toward the common external tariff was taken on January 1,
1961.

In making the first adjustment of their national tariffs towards that
of the common external tariff, the EEC member states did not follow
the formula set forth in the Common Market Treaty. Under the pro-
visions of the treaty, each member state would have been obliged in the
first step to reduce by 30 percent the difference between each basic duty
in its tariff schedule (i.e., those in fact applied by it on January 1, 1957)
and the corresponding duty prescribed in the common external tariff.
In addition, each basic duty which differed by 15 percent or less in either
direction from the corresponding duty in the common external tariff was
to be changed to that of the common external tariff. In practice, be-
cause the EEC member states expected that the 1960-62 multilateral
negotiations, sponsored by the General Agreement on Tariffs and Trade,
would result in reduced common external tariff rates, they generally
based their first adjustment on the common external tariff reduced pro-
visionally by 20 percent. Consequently, the member states reduced by
30 percent the difference between each of their basic duties and a rate
equivalent to the corresponding duty prescribed in the common external
tariff less 20 percent. No rates of duty, however, were reduced below
those in the full common external tariff. Also, the duties on most agri-
cultural commodities were not adjusted toward those of the common
-external tariff until January 1, 1962, the date on which the original ad-
justment for all duties was to have occurred; the formula generally fol-
lowed for duties on those commodities was that prescribed by the treaty.

For the duties to which it applied, the alinement toward the common
external tariff provisionally reduced by 20 percent, rather than toward
the full common external tariff, was made in anticipation of reciprocal
concessions to be granted by third countries in negotiations under the
General Agreement on Tariffs and Trade. At the 1960-62 GATT ne-
gotiations, therefore, the EEC offered to make the provisional reduc-
tion in the common external tariff definitive to the extent that recipro-
cal concessions were obtained from the contracting parties to GATT.?
Although the EEC offer for certain chemicals, plastics, and pharmaceu-
ticals was withdrawn during the negotiations, many of the reductions
made provisionally had been made definitive by the end of the period
covered by this report.

The Elimination of Quotas
The Common Market Treaty specified that the member states of the
9 GATT tariff negotiations conducted during 196062 are described in ch. 1 of this report.
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European Economic Community were required to eliminate quotas on
their exports to other EEC members by the end of the first stage and to
eliminate quotas on their imports from other members by the end of the
transitional period. In practice, the EEC members significantly ex-
ceeded these treaty requirements. Export quotas on intra-EEC trade
were generally eliminated by January 1, 1962, (or soon thereafter) as
were, with few exceptions, import quotas on intra-EEC trade in indus-
trial commodities. Quotas maintained by EEC members on intra-EEC
trade after the transition from the first to the second stage were, there-
fore, principally on imports of agricultural products. Many of the re-
maining import quotas were to be eliminated gradually with the imple-
mentation of the common agricultural regulations for the Community.1°
Quotas on intra-EEC trade in certain other agricultural commodities
were to be enlarged and ultimately eliminated, thus continuing the pol-
icy followed during the period covered by this report.

The EEC treaty did not require member states to eliminate the quotas
which they applied to imports from non-EEC countries. Nevertheless,
members of the Community decided to attempt to eliminate them. Dur-
ing the period under review, the EEC countries abolished many quotas
on imports from outside the Common Market and enlarged most of those
remaining. By the early part of 1962, for example, each EEC country
had fully liberalized !! articles covered by 89 percent or more of the com-
modity groups listed in the Brussels Tarif Nomenclature 2 when im-
ported from the United States and other non-EEC members of the Or-
ganization for Economic Cooperation and Development (OECD).1® For
- the EEC countries as a group, about two-thirds of the commodities which
had not been liberalized by that time were agricultural commodities.

EUROPEAN FREE TRADE ASSOCIATION

On May 3, 1960, the convention which established the European Free
Trade Association (EFTA) came into force for seven European states—-
Austria, Denmark, Norway, Portugal, Sweden, Switzerland, and the
United Kingdom. Unlike the EEC treaty, which provided for the adop-
tion of a common external tariff and the harmonization of the economic,
financial, and social policies of member countries, the EFTA convention

10 Many regulations were agreed to immediately prior to the transition to the second stage
and were scheduled to be implemented beginning shortly after the close of the period covered
by this report. .

11 Fully liberalized commodities are those for which there are neither quotas nor certain
other types of nontariff trade restrictions, such as specific licensing requirements and
embargoes.

12 The Brussels Tariff Nomenclature is an internationally agreed-to customs tariff nomen-
clature that is employed by more countries than is any other single tariff nomenclature.

13 Data to show the share of total imports into the EEC countries that was fully liberalized
are not available.



JULY 1960—JUNE 1962 87

permitted each member country to maintain its own external tariff. It
did not provide an elaborate set of institutions to guide its work, nor
did it envisage the ultimate economic integration of its member states.

An important provision of the EFTA convention provided for the abo-
lition of import duties and quantitative restrictions on trade between
the member countries. During a transitional period which was to end
before January 1, 1970, the member states were gradually to abolish
their duties on industrial commodities * traded within the area of the
association. Although the member states were not required to elimi-
nate duties and other restrictions on nonindustrial commodities imported
from each other, the convention did provide for measures designed to
facilitate trade in those commodities.' '

By the time the EFTA convention entered into force in May 1960,
Finland had expressed its desire to establish some form of relationship
with the Association. For a number of reasons, political as well as eco-
nomic, Finland preferred to enter into an “association” with the EFTA—
a relationship that was provided for in the EFTA convention—rather
than to accede to full EFTA membership. After protracted negotia-
tions, an agreement designed to “associate” Finland with the EFTA
entered into force on June 26, 1961. Under the terms of the agreement,
tariffs and quantitative import restrictions maintained by Finland against
the products of EFTA members were to be reduced and eliminated, for
most commodities, in conformity with the schedule established in the
convention. Various other economic and commercial provisions of the
EFTA convention were also contained in the agreement between Fin-
land and the EFTA. Actions taken by the EFTA during the period
covered by this report relating to the duties and quotas that apply to
goods traded among the members also were generally applied to trade
with Finland.1®

Reduction of Internal Duties

Under the provisions of the Convention Establishing the European
Free Trade Association, the member states agreed to abolish their duties

14 As used in the convention the term “industrial commodities” covers all commodities
except those agricultural products and fish and other marine products specially provided
for in the convention. A number of important agricultural and fisheries products fall in
the “industrial” sector and a number of commodities originally defined in the convention
as “agricultural” have subsequently been redefined as “industrial.”

15 For member countries whose exports of agricultural products were an especially im-
portant element in intra-Association trade, the EFTA convention permitsspecial agreements
that had been or might be entered into between member states to facilitate the trade in
those products. These agreements were to continue in force as long as EFTA remained
effective; the tarif provisions of any such agreements were to be applied equally to all
other members of the Association. Similar provisions in the convention also applied to the
trade in specified fish and other marine products.

- 16 For convenience, further references to the EFTA will be deemed to apply to Finland
also, unless otherwise qualified or implied by the context.
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on imports of industrial commodities from one another by January 1,
1970. The convention established a minimum schedule setting forth
the time and magnitude of reductions in duty to be made by the mem-
ber states.l” At the end of the period under review, duty reductions by
the EFTA members materially exceeded the minimum required by the
convention. The duty reductions scheduled by the EFTA convention
and those actually effected by the EFTA members by June 30, 1962,
are shown in the following tabulation:

Date Originally scheduled Reductions actually
reductions effected

20 percent.. - -ocoooooo_. 20 percent.
......................... 10 percent.!

10 percent . oo C
........................ 10 percent.?

10 percent.

10 percent

10 percent.

10 percent.

10 percent.

10 percent

10 percent.

1 The first reduction of duties between EFTA states and Finland did not take place
until July 1, 1961. At that time, the EFTA member states extended to Finland the 20-
percent reduction in duties which they had already carried out, as well as the additional
10-percent reduction which became effective on July 1, 1961. Finland simultaneously
reduced its duties vis-a-vis the EFTA countries by 30 percent.

2 Austria, Finland, and Norway did not reduce their duties on Mar. 1, 1962; however,
they indicated that they would do so on July 1, 1962, Aug. 1, 1962, and no later than Sept.
1, 1962, respectively. Although Denmark did reduce its duties on Mar. 1, 1962, certain
classes of commodities (which accounted for about 15 percent of its industrial production)
were excepted from the tariff cut.

17 The convention specified that duty reductions by the member states were to be based
on the duties actually being applied by them on Jan. 1, 1960 (the so-called basic duties).
Under special provision, however, the basic duties for Denmark were those which it applied
on Mar. 1, 1960, and for Portugal, those applied on Jan. 6, 1960. Special provisions were
provided for the elimination of duties by Portugal. The import duty reductions required
by the EFTA convention were to be applicable only to those products that Portugal ex-
ported in quantities that equaled or exceeded 15 percent of its domestic production and to
certain other specified commodities. For all other commodities, Portugal was not re-
quired to eliminate its import duties until the end of 1979.

In accordance with its provisions, Denmark applied the EFTA convention to Greenland
on July 1, 1961. At the time that the convention became effective, all imports into Green-
land were admitted free of duty. Denmark retained the right to extend, at any time before
July 1, 1970, the Danish customs duties (and quantitative restrictions) to Greenland, pro-
vided that such duties (and restrictions) were reduced and eliminated progressively in
accordance with the EFTA convention.

Export duties on industrial commodities shipped to other EFTA countries, in contrast
with import duties on intra-EFTA trade, were eliminated by Jan. 1, 1962, in accordance
with the terms of the convention.
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The 40-percent reduction of duties on trade between themselves ef-
fected by EFTA members by the close of the period covered by this re-
port exceeded by 10 percentage points the minimum cumulative reduc-
tion that the EFTA convention required them to have made by then.
The acceleration of the originally scheduled reductions was occasioned
principally by the desire of EFTA members to reduce their duties on
trade with one another at a rate approximating that of the reduction of
duties by EEC member states on their intraregional trade; as indicated
above, the EEC members had also reduced their duties by 40 percent
(for industrial commodities) by the end of the period covered by this
report.18

The Elimination of Quotas

The member states of the European Free Trade Association were re-
quired not only to eliminate their duties on industrial commodities im-
ported from members of the Association, but also to eliminate gradually
the import quotas maintained vis-a-vis each other on industrial com-
modities. Specifically, the EFTA convention required that these im-
port quotas be increased beginning July 1, 1960; the increase in each
quota on that date was to be not less than 20 percent of the size of the
quota existing in 1959. Quotas on industrial commodities which were
also open to third countries had to be increased initially by not less than
20 percent of that part of the quota applying to member states. Simi-
lar increases, based on the size of the previous year’s quota, were to be-
.come effective on July 1 of each subsequent year. All import quotas
on intra-EFTA trade in industrial products were to be eliminated before
January 1, 1970.19

The first two of the quota increases described above were effected, as
scheduled, on July 1, 1960, and July 1, 1961.2° On each occasion, quotas
on many commodities were increased materially in excess of the required
20 percent minimum. Quotas were enlarged not only for imports from
member countries, but also for most imports from third countries. As
a result of these actions, the restrictive effect of the quotas on many
commodities was substantially reduced or eliminated; subsequently many

18 Near the close of the period covered by this report, the EFTA members agreed to ac-
celerate further their tariff changes by reducing duties by another 10 percent on Oct. 31,
1962. This reduction was originally scheduled for Jan. 1, 1965. Austria and Norway,
however, expected to make the accelerated reduction on Dec. 31, 1962, and Apr. 30, 1963,
respectively. By the close of the period covered by this report, Finland had not yet de-
cided to accelerate its reduction of duties.

19 Export quotas (as well as other export restrictions) maintained by member countries
vis-a-vis each other on industrial commodities were eliminated by Jan. 1, 1962, as required
by the EFTA convention.

20 At the time import quotas were first increased, quotas which were nil or negligible
were increased to “appropriate” sizes.
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of the enlarged quotas were abolished for both EFTA and non-EFTA
countries. :

During the latter part of the period under review, the EFTA mem-
bers applied quantitative restrictions to the importation of only a small
number of industrial commodities; such restrictions as did exist were
applied with little or no discrimination as to country of origin. On the
other hand, the EFTA countries maintained a number of quantitative
restrictions on agricultural commodities. The fact that EFTA, in effect,
constituted a limited type of free-trade arrangement contributed to the
continued maintenance of agricultural import restrictions. The EFTA
convention specifically required that tariff and quantitative restrictions
were to be eliminated only for industrial commodities. Hence, the EFTA
countries continued to maintain quantitative restrictions on many agri-
cultural commodities when imported from EFTA members, as well as
when imported from nonmember states. Moreover, at the close of the
period covered by this report, the EFTA countries employed discrimina-
tory import treatment to a greater extent in the agricultural sector than
in the industrial sector.

LATIN AMERICAN FREE TRADE ASSOCIATION

The world trend toward regional economic integration was again ap-
parent when, on June 1, 1961, the treaty establishing the Latin Ameri-
can Free Trade Association (LAFTA) became effective.2? By June 30,
1962, nine countries—Argentina, Brazil, Chile, Colombia, Ecuador,
Mexico, Paraguay, Peru, and Uruguay—had become members of the
association.?? All Latin American countries were eligible for mem-
bership.

The ultimate objective of the Latin American Free Trade Association
was to accelerate the development of the economies of the member states.
To assist in achieving this goal, the Montevideo Treaty, which estab-
lished the Association, required that member states gradually establish
an area within which goods would be traded free from import restric-
tions. In addition, the treaty obliged the member states to harmonize
their import and export policies and practices, and urged them to co-
ordinate their national industrialization policies. Also, members of the
Association were authorized to conclude agreements among themselves
designed to facilitate the complementary development of particular
economic sectors.

21 For a brief survey of the studies and negotiations that were undertaken with a view to
creating a Latin American regional market, see Operation of the Trade Agreements Program,
12th report, pp. 164-166.

22 The Treaty Establishing a Free Trade Area and Instituting the Latin American Free
Trade Association (the Montevideo Treaty) entered into force on June 1, 1961, for all
members except Paraguay, Colombia, and Ecuador; for these three countries, it entered
into force on July 21, Oct. 30, and Dec. 3, 1961, respectively.
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The extent to which the economies of the member states were to be
integrated beyond that required to establish a free-trade area—that is,
beyond the elimination of restrictions to intra-Association trade—was
not specified by the treaty.?? However, as soon as the Montevideo
Treaty had been in force 12 years, during which time the free-trade area
was to be fully established, LAFTA members were to consider the de-
sirability of further integrating their economies. In view of the cogni-
zance taken by the treaty of the intentions of member states to continue
their efforts to establish a Latin American common market, LAFTA
members would probably also consider, at the end of the 12-year period,
the desirability of gradually establishing a common external tariff (for
some, if not all, commodities) and thereby gradually transforming the
free-trade area into a customs union. Nevertheless, during the 12-year
transitional period, the immediate goal was to establish a free-trade area.

To establish a free-trade area, the LAFTA members were to lower
their duties, charges,? and other restrictions on imports of commodities
from one another in 12 annual steps until such impediments to trade
were eliminated for substantially all commodities traded within the
area.”® Relaxation of restrictions other than duties and charges on im-
ports from other LAFTA members were also to be taken into account in
making the annual reductions.

During the second half of 1961, after the Montevideo Treaty had be-
come effective, LAFTA members met to negotiate the first annual re-
duction in duties and other import trade restrictions.?® Concessions
affecting hundreds of commodities were negotiated; they became effec-

“tive on January 1, 1962. The duty reductions thus made effective sig-

B For a digest of the treaty’s major provisions, see U.S. Tariff Commission, Tke Latin
American Free Trade Association, TC Publication 60, 1962.

2 The term “duties and charges” is defined by the treaty to mean “customs duties and
any other charges of equivalent effect—whether fiscal, monetary or exchange—that are
levied on imports.”

% In effect, each annual reduction of import duties and charges levied by each LAFTA
member was to be not less than 8 percent of the weighted average of the duties and charges
it applied to imports from third countries. Duties and charges (as well as other restrictions)
on imports by LAFTA members must be reduced annually by a specified percentage, and
ultimately eliminated, only for commodities actually traded between member countries.
The principal requirement to reduce restrictions on commodities not actually traded be-
tween member states is that members are to take steps to reduce them on “an increasing
number of [those] products.” The extent to which import restrictions will actually be
reduced, and ultimately eliminated, on commodities not presently traded between members
will depend, presumably, on the results of negotiations between LAFTA members.

26 During the period in which negotiations were held, meetings devoted principally to
organizational and procedural matters were conducted and a number of resolutions were
adopted. Two of the resolutions made mandatory the use of the Brussels Tariff Nomen-
clature for all matters relating to the Montevideo Treaty.
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nificantly exceeded the minimum 8 percent reduction specified by the
treaty.?’

In addition to calling for annual duty reductions, the Montevideo
Treaty required member states to prepare a list of commodities (the so-
called Common Schedule) for which they collectively agreed to elimi-
nate duties, charges, and other restrictions on imports from one another
by the end of the transitional period. The Common Schedule was to
become effective during the third year after the treaty entered into force.
The treaty further required that the commodities identified in the sched-
ule should account for at least 25 percent of the average annual value
of intra-area trade during the preceding 3 years. During the 6th, 9th,
and 12th years, the Commeoen Schedule was to be enlarged successively
until it included commodities whose value (together with the value of
those already on the list) accounted for 50 percent, 75 percent, and sub-
stantially all intra-area trade, respectively, during each preceding 3-year
period. Commodities included in the Common Schedule were not to
be withdrawn therefrom, and concessions granted for those commodi-
ties, in contrast with concessions granted annually for commodities not
included in the Common Schedule, were not to be revoked (except under
certain specified conditions).

In addition to reducing the levels of intra-area restrictions to trade
during the period covered by this report, members of the Association
continued to simplify the system of restrictions they applied to imports
from nonmember countries. Import deposits and surcharges 2 are the
most common types of import restrictions (other than basic duties) main-
tained by those LAFTA members with which the United States has

27 Ecuador and Cclombia became members of the Association too late to participate fully
in the tariff negotiations. Consequently, the reductions effected on Jan. 1, 1962, were not
extended at that time to those two countries by the other members of the Association.
However, negotiations with Colombia were undertaken in early 1962. The resultant con-
cessions became effective on Apr. 1, 1962, and the concessions which had previously been
extended as between other members (except Ecuador) were simultaneously extended to
Colombia.

28 Import surcharges are of various types, of which three may be clearly distinguished:
(1) A charge, in addition to the prevailing cost of foreign exchange, on foreign exchange pur-
chased (frequently referred to as an exchange surcharge); (2) a charge based on the value of
imports, which charge is in addition to the import duty; (3) a charge based on the amount
of import duty. (Frequently both items 2 and 3 are referred to as a customs surcharge).
For legal reasons, charges of types 2 and 3 above are frequently considered distinct from
duties in the countries in which the charges are levied. However, the economic effects of
those two types of charges, as well as of type 1, do not generally differ from the economic
effect of import duties.

In general, import deposits are funds which must be deposited with national authorities
(or their agents) as a prerequisite to the importation of specified commodities. The amount
of advance deposit frequently differs for different commodities, and the deposits are re-
funded at a specified time.
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trade agreements.?® Partly to compensate for the elimination or de-
creased use of other types of restrictions, charges of these two types were
newly applied to, or their levels were increased for, many commodities
during the period covered by this report. Among those LAFTA coun-
tries with which the United States had trade agreements, quantitative
trade restrictions were being maintained to a significant extent, in June

1962, by Brazil and Chile.

THE OVERSEAS STERLING AREA

Unlike the three regional arrangements described above, the sterling
area was not of recent origin nor was it established by treaty or conven-
tion. The modern-day sterling area originated in 1931 after Britain de-
parted from the gold standard; it assumed its present form at the be-
ginning of World War II. Many of its current characteristics, how-
ever, resulted from developments which began during the 19th century.
Although principally monetary and financial in character, sterling-area
arrangements have also related to matters affecting trade and therefore
complemented Commonwealth arrangements.

Neither the sterling area as a whole nor that part of the area referred
to as the overseas sterling-area countries,® with which this section is
principally concerned, has had a written constitution; hence, there has
not been complete unanimity as to which arrangements and practices
comprise undertakings of the sterling-area system and which do not. Of
‘the propriety of including certain arrangements and practices, however,
there can be nc doubt. Principal among them has been the use of ster-
ling by “member” countries to finance their external trade and pay-
ments. This practice originated in the 19th century when British in-
ternational commercial and financial transactions and massive capital
exports to various countries and areas were all carried on in sterling.
Inasmuch as sterling, which was stable, was the most internationally ac-
ceptable currency, and as the bulk of the trade and financial transactions
of these countries and areas were with Britain, it was practicable and
efficient for them also to conduct their external transactions in sterling.

" 29 The United States has trade-agreement obligations with all LAFTA countries except
Colombia, Ecuador, and Mexico.

30 Developments relating to nontariff trade restrictions discussed in this section aré
limited to overseas sterling-area countries (that is, to sterling-area countries other than the
United Kingdom, Ireland, and Iceland) which were independent on June 30, 1962, and which
at that time numbered 14. Those 14 countries were Australia, Burma, Ceylon, Cyprus,
Ghana, India, Malaya, New Zealand, Nigeria, Pakistan, Federation of Rhodesia and Nyasa-
land, Sierra Leone, Republic of South Africa, and Tanganyika. On June 30, 1962, the
United States had formal trade-agreement obligations with all of these countries except
Cyprus. Although it had no formal trade-agreement obligation with Cyprus, it was apply-
ing, de facto, to that country the General Agreement onTariffsand Trade,and Cyprus was
similarly applying the General Agreement to the United States.
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The use of sterling to finance international transactions was accom-
panied by the development of a second major aspect of the overseas
sterling area: the holding of reserves in sterling. The reserves so held
included not only working balances but also reserves which served as
backing for domestic currency.

To conserve vital nonsterling exchange earnings (particularly dollar
exchange) during and after World War II, sterling-area members acted
with a certain degree of unity in imposing and maintaining exchange
controls and quantitative restrictions on all but essential imports from
outside the sterling area; they discriminated, in their trade and pay-
ments, in favor of sterling-area countries. These mutual discrimina-
tory undertakings by sterling-area countries, together with other charac-
teristics of the area,3! gave to the sterling area a more distinct form and
a greater cohesiveness than it had previously possessed.

Discrimination by sterling-area countries against imports from third
countries, especially dollar-area countries, was particularly prevalent
until about the time the pound sterling was made externally convertible
at the end of 1958. Subsequently, most overseas sterling-area countries
largely eliminated their discriminatory import trade restrictions and
significantly relaxed even those restrictions which were not discriminatory.

By the close of the period under review, only a few of the 14 indepen-
dent countries of the overseas sterling area applied their trade restric-
tions in a manner that discriminated against imports from the dollar
area, and the restrictions so applied generally affected only a small pro-
portion of the total number of commodities imported. The overall
level of dollar-import-trade discrimination therefore was very low. The
general level of nondiscriminatory restrictions, however, was quite high,
although the level varied among overseas sterling-area countries. The
principal type of restriction employed was the requirement that licenses
be obtained for specified individual commodities or commodity groups
before they could be imported. Near the end of the period covered by
this report, the number of commodities for which individual licenses were
required varied from a few in some overseas sterling-area countries to
nearly all commodities in other such countries. For example, the Fed-
eration of Rhodesia and Nyasaland required licenses for only a few im-
ported commodities; Ceylon, on the other hand, required them for a
wide range of items, and Ghana and India, for nearly all commodities.
Although formally nondiscriminatory, the licensing requirement, by its
very existence, could facilitate de facto trade discrimination; licenses to
import from one area could, if desired, be easily granted more freely
than licenses to import from other areas.

81 Although not subsequently discussed, another important feature of the sterling area
was the access by sterling-area countries to the United Kingdom capital market on terms
easier than those for nonsterling countries.



Appendix
U.S. Trade Agreements Legislation
INTRODUCTION

The foregoing report covers the period from July 1, 1960, through June 30, 1962. During
those 2 years, the United States conducted its trade agreements program under the pro-
visions of the following legislation and Executive orders: (a) The Trade Agreements Act of
1934 as amended, (b) the Trade Agreements Extension Act of 19512 as amended, (c) the
Trade Agreements Extension Act of 19583 (d) Executive Order 10082 of October 5, 1949,
as amended, and (e) Executive Order 10741 of November 25, 1957.4

The Trade Agreements Extension Act of 1958 extended from the close of June 30, 1958,
until the close of June 30, 1962, the period during which the President was authorized to
enter into foreign trade agreements under section 350 of the Tariff Act of 1930, as amended.’
Inasmuch as his authority to negotiate trade agreements was thus scheduled to expire on
June 30, 1962, the President early in that year requested Congress to grant him new nego-
tiating authority. In his message on the trade agreements program, the President set
forth the administration’s specific proposals for a “Trade Expansion Act of 1962.” These
proposals were embodied in House bill 9900, which was introduced in the House of Repre-
sentatives on January 25, 1962. By June 30, 1962, the close of the period covered by this
report, the House had passed House bill 11970 and sent it to the Senate; House bill 11970
incorporated in amended form the provisions of House bill 9900. The final version of the
bill was not agreed to by the Congress and signed by the President until October 1962.

PROVISIONS OF THE TRADE AGREEMENTS
EXTENSION ACT OF 1958

Authority To Reduce Rates of Duty

The Trade Agreements Extension Act of 1958 provided that the President could, pursuant
to commitments made in trade agreements, reduce the rate of duty on an article to the lowest
rate resulting from the application of any one of three alternative methods. Under the
first method the duty on an article could be reduced to a rate 20 percent below the rate
applicable on July 1, 1958. Under the second method the duty could be reduced to a rate
2 percentage points below the rate existing on July 1, 1958, except that no duty could be
entirely removed. Under the third method an ad valorem rate of duty could be reduced to
50 percent ad valorem, and a specific or compound rate of duty, to a rate or combination of
rates equivalent to 50 percent ad valorem. The rate of duty on an article on July 1, 1958,

148 Stat. 943.

365 Stat. 72.

372 Stat. 673.

4 For the provisions and legislative history of the Trade Agreements Act of 1934 and the subsequent extension
acts, see Operation of the Trade Agreements Program as follows: st report, pt. II, ch. 2; 2d report, ch. 2; 3d report,
ch. 2; 4th report, ch. 2; 6th report, ch. 2; 7th report, ch. 2; 8th report, ch. 1; 9th report, ch. 1; 10th report,
ch. 1; 11th report, ch. 1; 12th report, ch. 1; and 13th report, ch. 1.

8 Sec. 350 of the Tariff Act of 1930, as amended, is commonly referred to as the Trade Agreements Act of 1934,
as amended.
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determined which of these three methods would result in the maximum permissible re-
duction. Thus, rates of less than 10 percent ad valorem could be reduced in greatest
degree by employing the second method (reduction by 2 percentage points); and those
between 10 percent and 6214 percent, by the first method (reduction by 20 percent). For
rates exceeding 6214 percent the maximum permissible reduction would be accomplished
by using the third method (reduction to 50 percent ad valorem, or its equivalent).t

The Trade Agreements Extension Act of 1958 also provided that, regardless of the method
employed in reducing a rate of duty, the reduction was to be effected in not more than four
annual stages. Moreover, individual stages had to be at least 1 year apart, and the last
stage had to be not later than 3 years after the first stage. In no stage was the duty re-
duction to 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. Accordingly, reductions could be made in two to four annual stages under
the first two methods and in either three or four annual stages under the third method.

Even though a rate of duty had been increased after July 1, 1958 (as a result, for example,
of termination of a bilateral trade agreement), it could be reduced to the same level as would
have been possible if such increase had not been made. Under the provisions of the Trade
Agreements Extension Act of 1958, the rate of duty existing on July 1, 1958, was without
exception the base for determining the permissible reductions in duty.”

The 1958 act permitted utilization of the full amount of the authority provided by any
one of those alternatives to carry out any trade agreement entered into during the 4-year
period that ended June 30, 1962. The reductions could be put into effect at any time
during that period or thereafter, except that no part of any decrease could come into effect
for the first time later than June 30, 1966.

Authority To Increase Rates of Duty

The Trade Agreements Extension Act of 1958 also authorized the President in carrying
out trade-agreement commitments to increase by as much as 50 percent any rate of duty in
effect on July 1,1934. The act provided that a specific rate of duty existing on July 1, 1934,
could 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 could be imposed on the article.

Like earlier trade agreements legislation, the extension act of 1958 forbade the transfer of
any article from the dutiable to the free list, or vice versa. The extension act of 1958,
however, authorized 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.

Escape-Clause Provisions

Although the Trade Agreements Extension Act of 1958 continued the escape-clause pro-
visions of the Trade Agreements Extension Act of 1951, as amended, it made certain changes
in the escape-clause procedure.

Section 7 of the Trade Agreements Extension Act of 1951, as amended (which established

6 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 6234 percent ad valorem.

In applying the second and third methods of rate reduction, in which the permissible reduction was stated in
ad valorem terms, the base rate also had to be stated on an ad valorem basis. The law specified, therefore,
that for specific and compound rates of duty, its provisions would apply on the basis of the ad valorem equivalents
of such rates of duty during a period determined by the President to be repr: ative.

71In situations of this kind the limitations on the amount of the reduction that might become effective at one
time were either those set forth above or one-third of the total permissible reduction, whichever was the greater.
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a statutory escape-clause procedure), provided that the Tariff Commission, upon the re-
quest of the President, upon resolution of either House of Congress, upon resolution of
either the Senate Committee on Finance or the House Committee on Ways and Means,
upon its own motion, or upon application by any interested party, must promptly conduct
an investigation to determine whether any product on which a trade-agreement concession
had been granted was, 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 to cause serious injury to the domestic industry producing like or
directly competitive products. In arriving at its findings and conclusions, the Commission
was required to consider several factors expressly set forth in section 7(b) of the extension
act of 1951, as amended.

If the Commission found, as a result of its investigation, the existence or threat of serious
injury as a result of increased imports, either actual or relative, due, in whole or in part, to
the customs treatment reflecting the concession, it had to 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 had to make public immediately its findings and recommendations to
the President, including any dissenting or separate findings and recommendations, and
had to publish a summary thereof in the Federal Register. When, in the Commission’s
judgment, there was no sufficient reason to recommend to the President that a trade-agree-
ment concession be modified or withdrawn, the Commission had to make and publish a
report stating its findings and conclusions.

The Trade Agreements Extension Act of 1958 reduced from 9 months to 6 months the
period within which the Tariff Commission was to make a report in an escape-clause in-
vestigation. It also made an important change in the escape-clause procedure by providing
that the Congress might override the President’s rejection of a Tariff Commission recom-
mendation for escape-clause action or any part of such recommendation. Under earlier
legislation the President was merely required to report to the Congress, stating his reasons,

" when he did not follow the Commission’s recommendation in an escape-clause case. The
new law continued the requirement that the President make such a report to the Congress.
It provided, however, that the Congress could, by adopting a concurrent resolution by a two-
thirds vote in each House, override the President’s rejection of a Tariff Commission recom-
mendation for escape-clause action. Within 15 days after the Congress adopted such a
resolution, the President was to place the Commission’s recommendation in effect.

Peril-Point Provisions

The Trade Agreements Extension Act of 1958 continued the statutory requirements for
so-called peril-point determinations in connection with proposed trade-agreement negoti-
ations, but made certain changes in the peril-point procedure. The peril-point provisions
of the Trade Agreements Extension Act of 1951, as amended, required the President, be-
fore entering into any trade-agreement negotiations, to transmit to the Tariff Commission
a list of the commodities that would be considered for concessions. The Commission was
then required to make an investigation, in the course of which it was to hold a public hear-
ing, and to report its findings to the President on (1) the maximum decrease in duty, if any,
that could 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 mini-
mum increase in the duty or the additional import restrictions that were necessary on any
of the listed products to avoid serious injury to such domestic industry. The President
could not conclude a trade agreement until the Commission had submitted its report to
him or until the expiration of the period specified for completion by the Tariff Commission
of its peril-point investigation. If the President concluded a trade agreement that pro-
vided for greater reductions in duty than the Commission specified in its report, or that
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failed to provide for the minimum increase in duty or the additional import restrictions
specified, he had to 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 increased from 120 days to 6 months the
period specified for the Tariff Commission to complete a peril-point investigation. The
act also required that the Commission promptly institute an escape-clause investigation
with respect to any article on the President’s list upon which a tariff concession had been
granted, whenever the Commission found in a peril-point investigation that an increase
in duty or additional import restriction was required to avoid serious injury to the domestic
industry producing like or directly competitive articles.

The extension act of 1958 further provided that in a peril-point investigation the Com-
mission should, to the extent practicable and without excluding other factors, ascertain for
the last calendar year preceding 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 was required, also to the extent practi-
cable, to estimate for each article on the President’s list the maximum increase in annual
imports which could occur without causing serious injury to the domestic industry pro-
ducing 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 Mobili-
zation 8 had reason to believe that any article was being imported into the United States in
such quantities as to threaten to impair the national security, he was to so advise the Presi-
dent. If the President agreed that there was reason for such belief, he was to cause an im-
mediate investigation to be made to determine the facts. If, on the basis of such investi-
gation and of findings and recommendations made in connection therewith, the President
found that the article was being imported in such quantities as to threaten to impair the
national security, he was to take such action as he deemed necessary to adjust imports of
the article to a level that would not threaten to impair the national security.

The Trade Agreements Extension Act of 1958 continued the national security provision
of the extension act of 1955, with certain changes and additions. The Director was re-
quired to 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 investi-
gation by the President was eliminated, but the final decision respecting the need for action
was retained by the President. The scope of the provision was enlarged to include author-
ity to restrict imports of derivatives of the articles which were the subject of a request for
investigation, in addition to imports of the articles themselves. A new section added to the
national security provision directed the Director of the Office of Defense and Ciwvilian
Mobilization 8 and the President, in the light of the requirements of national security and
without excluding other relevant factors, to consider domestic production needed for pro-
Jjected national defense requirements; the capacity of domestic industries to meet such re-
quirements; 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 necessary 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.

8 Later the Office of Civil and Defense Mobilization and, effective Sept. 22, 1961, the Office of Emergency
Planning.
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In their administration of the national security provision, the Director of ODCM and the
President were directed to recognize the close relation of the economic welfare of the Nation
to the national security, and to take into consideration the impact of foreign competition
on the economic welfare of individual domestic industries. They were also directed to
consider, without excluding other factors, any substantial unemployment, decrease in
revenues of government, 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 might impair the national security.
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