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Foreword

This, the 13th report of the U.S. Tariff Commission on the operation
of the trade agreements program, covers the period from July 1, 1959,
through June 30, 1960. The 13th report has been prepared in conformity
with the provisions of section 350(e)(2) of the Tariff Act of 1930, as
amended, which requires the Tariff Commission to submit to the Con-
gress, at least once a year, a factual report on the operation of the trade
agreements program.! Before the passage of the Trade Agreements Ex-
tension Act of 1955, various Executive orders had directed the Commis-
sion to prepare similar annual reports and to submit them to the President
and to the Congress.

During the period covered by the 13th report, the Contracting Parties
to the General Agreement on Tariffs and Trade (GATT) did not sponsor
any multilateral tariff negotiations of the Geneva-Annecy-Torquay type.
At their 14th Session in May 1959, however, they decided to hold a gen-
eral tariff conference, beginning in September 1960, for the purpose of
negotiating with the member states of the European Economic Com-
munity, with countries that desire to accede to the General Agreement,
with contracting parties that desire to negotiate new or additional con-
cessions, and with contracting parties that desire to renegotiate conces-
sions in their existing schedules. During the period covered by the 13th
report, the United States participated in limited trade-agreement negoti-
ations under the General Agreement with Cuba, as a result of that
country’s adoption of a new customs tariff; with Belgium, Denmark,
West Germany, Japan, the Netherlands, Sweden, and the United King-
dom, as a result of requests by those countries for tariff concessions to
compensate them for increases in U.S. rates of duty resulting from escape-
clause actions; with the United Kingdom, Belgium, and other mterested
contracting parties, as a result of U.S. invocation of the so-called Geneva
wool-fabric reservation; and with Canada, as a result of that country’s
reviston of the textile schedule of its tariff. The report describes these

* Sec. 350(e) (1) of the Tariff Act of 1930, as amended, requires the President to submit
to the Congress an annual report on the operation of the trade agreements program. In
accordance with this requirement, the President on July 1, 1960, transmitted to the
Congress the Fourth Annual Report of the President of the United States on the Trade
Agreements Program. The requirements for the reports by the Tariff Commission and the
President were added to sec. 350 by sec. 3(d) of the Trade Agreements Extension Act of
1955.

III



1v FOREWORD

negotiations and, for those that were completed, analyzes the changes
that they made in the schedules of concessions of the respective countries.

The 13th report also covers other important developments during 1959~
60 with respect to the trade agreements program. These include the
major developments relating to the general provisions and administration
of the General Agreement; the actions of the United States relating to
its trade agreements program; and the major commercial policy develop-
ments in countries with which the United States has trade agreements.
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Chapter 1

U.S. Trade Agreements Legislation
INTRODUCTION

During the period covered by this report ! the United States conducted
its trade agreements program under the provisions of the Trade Agree-
ments Act of 1934,2 as amended, the Trade Agreements Extension Act
of 1951,8 as amended, the Trade Agreements Extension Act of 1958,% Ex-
ecutive Order 10082 of October 5, 1949, as amended, and Executive Order
10741 of November 25, 1957.5

The Trade Agreements Extension Act of 1958, which was approved by
the President on August 20, 1958, extends from the close of June 30, 1958,
until the close of June 30, 1962, the period during which the President is
authorized to enter into foreign trade agreements under section 350 of

the Tariff Act of 1930, as amended.®

PROVISIONS OF THE TRADE AGREEMENTS EXTENSION
ACT OF 1958

Authority To Reduce Rates of Duty

The Trade Agreements Extension Act of 1958 provides that the Presi-
dent may, pursuant to 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 rate of duty on an article

*The first report in this series was U.S. Tariff Commission, Operation of the Trade
Agreements Program, June 1934 to April 1948, Rept. No. 160, 2d ser., 1949. Hereafter that
report will be cited as Operation of the Trade Agreements Program, lst report. The 2d, 3d,
and succeeding reports of the Tariff Commission on the operation of the trade agreements
program will hereafter be cited in a similar short form. Copies of the Commission’s 8th,
I1th, and 12th reports on the operation of the trade agreements program may be
purchased from the Superintendent of Documents, U.S. Government Printing Office,
Washington 25, D.C. The other reports in the series are out of print.

248 Stat. 943.

265 Stat. 72.

¢ 72 Stat. 673. -

“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: 1st
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; 18th report, ch. 1; 11th report, ch.
1; and 12th report, ch. 1.

®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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may be reduced by as much as 20 percent of the rate applicable on July
1, 1958. Under the second method the rate of duty existing on July 1,
1958, may be reduced by 2 percentage points, except that no duty may
be entirely removed. Under the third method any rate of duty may be
reduced to 50 percent ad valorem or, for a specific or compound rate of
duty, to a rate or combination of rates equivalent to 50 percent ad
valorem.

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

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

The Trade Agreements Extension Act of 1958 provides that, regardless
of the method that is employed in reducing a rate of duty, the reduction
- may be effected in not more than four annual stages. Separate stages must
be at least 1 year apart, and the last stage must not be later than 3 years
after the first stage. In no stage may the reduction exceed 10 percent of
the base rate of duty under the first method, 1 percentage point under
the second method, or one-third of the total amount of the reduction
under the third method.

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

Unlike the 1955 extension act, which forbade the use of any of the

" 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
62Y: percent ad valorem.
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rate-reducing authority under the first alternative after the expiration
of the period of extension of authority to enter into trade agreements,
the 1958 act permits utilization of the full amount of the authority pro-
vided by any one of these alternatives to carry out any trade agreement
entered into during the 4-year period ending June 30, 1962. The reduc-
tions may be put into effect at any time during that period or thereafter,
except that no part of any decrease may come into effect for the first time

later than June 30, 1966.

Authority To Increase Rates of Duty

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

The trade agreements legislation in effect before passage of the exten-
sion act of 1958 forbade the transfer of any article from the dutiable to
the free list, or vice versa. The President, therefore, had no authority to
impose an import duty on an article that had been bound on the free
list in a trade agreement.? The extension act of 1958 continued the pro-
hibition against transferring an article from one list to the other, but
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. Imposi-
tion 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

The Trade Agreements Extension Act of 1958 continued the escape-
clause provisions of the Trade Agreements Extension Act of 1951, as
amended, but made certain changes in the escape-clause procedure.

Section 7 of the Trade Agreements Extension Act of 1951, as amended
(which established a statutory escape-clause procedure), provides that
the Tariff Commission, upon the request of the President, upon resolution
of either House of Congress, upon resolution of either the Senate Com-

® The president was not prohibited, however, from imposing quantitative restrictions on
imports of such an article.
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mittee on Finance or the House Committee on Ways and Means, upon its
own motion, or upon application by any interested party, must promptly
conduct an investigation to determine whether any product on which a
trade-agreement concession has been granted is, as a result, in whole or in
part, of the customs treatment reflecting such concession, being imported
in such increased quantities, either actual or relative, as to cause or
threaten serious injury to the domestic industry producing like or directly
competitive products. In arriving at its findings and conclusions, the Com-
mission is required to consider several factors expressly set forth in sec-
tion 7(b) of the extension act of 1951, as amended.

Should the Commission find, as a result of its investigation, the exist-
ence 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 re-
flecting the concession, it must recommend to the President, to the extent
and for the time necessary to prevent or remedy such injury, the with-
drawal or modification of the concession, or the suspension of the con-
cession in whole or in part, or the establishment of an import quota.

The Commission must immediately make public its findings and recom-
mendations to the President, including any dissenting or separate findings
and recommendations, and must publish a summary thereof in the Fed-
eral Register. When, in the Commission’s judgment, there is no sufficient
reason to recommend to the President that a trade-agreement concession
be modified or withdrawn, the Commission must make and publish a
report stating its findings and conclusions.

The Trade Agreements Extension Act of 1958 reduced from 9 months to
6 months the period within which the Tariff Commission is to make a
report in an escape-clause investigation. It also made an important
change in the escape-clause procedure by providing that the Congress may
override the President’s rejection of a Tariff Commission recommendation
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 continues the
requirement that the President make such a report to the Congress. It
provides, however, that the Congress may, by adopting a concurrent reso-
lution by a two-thirds vote in each House, override the President’s rejec-
tion of a Tariff Commission recommendation for escape-clause action.
Within 15 days after the Congress adopts such a resolution, the President
is required to place 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
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proposed trade-agreement negotiations, but made certain changes in and
additions to the peril-point procedure. The peril-point provisions of the
Trade Agreements Extension Act of 1951, as amended, require the Presi-
dent, before entering into any trade-agreement negotiation, to transmit
to the Tariff Commission a list of the commodities that may be considered
for concessions. The Commission is then required to make an investi-
gation, in the course of which it must hold a public hearing, and to report
its findings to the President on (1) the maximum decrease in duty, if
any, that can be made on each listed commodity without causing or
threatening serious injury to the domestic industry producing like or
directly competitive products; or (2) the minimum increase in the duty
or the additional import restrictions that may be necessary on any of the
listed products to avoid serious injury to such domestic industry. The
President may not conclude a trade agreement until the Commission has
submitted its report to him or until the expiration of the period specified
for completion by the Tariff Commission of its peril-point investigation.
Should the President conclude a trade agreement that provides for greater
reductions in duty than the Commission specifies in its report, or that
fails to provide for the minimum increase in duty or the additional import
restrictions specified, he must transmit to the Congress a copy of the
trade agreement in question, identifying the articles concerned and stating
his reason for not acting in accordance with the Tariff Commission’s
findings.

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

The extension act of 1958 further provides that in a peril-point investi-
gation the Commission shall, to the extent practicable and without ex-
cluding 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
is required, also to the extent practicable, to estimate for each article on
the President’s list the maximum increase in annual imports which may
occur without causing serious injury to the domestic industry producing
like or directly competitive articles.
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National Security Provision

The so-called national security amendment enacted in section 7 of
the Trade Agreements Extension Act of 1955 provided that whenever the
Director of the Office of Defense Mobilization ? has reason to believe that
any article 1s being imported into the United States in such quantities as
to threaten to impair the national security, he shall so advise the Presi-
dent. If the President agrees that there is reason for such belief, he shall
cause an immediate investigation to be made to determine the facts. If,
on the basis of such investigation and of findings and recommendations
made in connection therewith, the President finds that the article is being
imported in such quantities as to threaten to impair the national security,
he shall take such action as he deems necessary to adjust imports of the
_article to a level that will not threaten to impair the 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 must make an investigation upon request of
the head of any department or agency, or upon application of any inter-
ested party, and he may institute such an investigation upon his own
motion. The second investigation by the President was eliminated, but
the final decision as to the need for action was retained by the President.
The scope of the provision was enlarged to include authority to restrict
imports of derivatives of the articles which are the subject of a request
for investigation, in addition to imports of the articles themselves. A new
section added to the national security provision directs the Director of the
Office of Defense and Civilian Mobilization  and the President, in the
light of the requirements of national security and without excluding other
relevant factors, to consider domestic production needed for projected
national defense requirements; the capacity of domestic industries to meet
such requirements; existing and anticipated availabilities of the human
resources, products, raw materials, and other supplies and services es-
sential to the national defense; the requirements of growth of such in-
dustries 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.

In their administration of the national security provision, the extension
act of 1958 directs the Director of ODCM and the President 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. It also directs

®Later the Office of Civil and Defense Mobilization and, effective Sept. 22, 1961, the
Office of Emergency Planning.
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them to consider, without excluding other factors, any substantial unem-
ployment, 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 may impair the national security.

Other Provisions

Section 9 of the Trade Agreements Extension Act of 1958 grants the
Tariff Commission broader subpena powers than those provided in ear-
lier legislation. Under section 333 of the Tariff Act of 1930 such powers
had been available to the Commission only in certain types of investi-
gations; under the provisions of the extension act of 1958 they may be
invoked “in connection with any investigation authorized by law.”

Section 7 of the Trade Agreements Extension Act of 1958 established
rules to govern the Congress in considering concurrent resolutions to
override Presidential rejections of Tariff Commission recommendations in
escape-clause cases. The Trade Agreements Extension Act of 1958 made
such resolutions highly privileged, and established procedures designed
to expedite their consideration by the Congress.






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

important and most comprehensive agreement that the United States
has entered into under the provisions of the Trade Agreements Act, is a
multilateral agreement to which the United States and 36 other countries
are contracting parties.! The General Agreement consists of two parts:
(1) The so-called general provisions, which consist of numbered articles
" that set forth rules for the conduct of trade between contracting parties,?
and (2) the schedules of tariff concessions that have resulted from the
various multilateral negotiations sponsored by the Contracting Parties.
On June 30, 1960, the following 37 countries were contracting parties to
the General Agreement: Australia, Austria, Belgium, Brazil, Burma,
Canada, Ceylon, Chile, Cuba, Czechoslovakia, Denmark, the Dominican
Republic, Finland, France, the Federal Republic of Germany, Ghana,
Greece, Haiti, India, Indonesia, Italy, Japan, Luxembourg, the Federa-
tion 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. Eight additional countries—Cambodia, Israel, Po-
land, Portugal, Spain, Switzerland, Tunisia, and Yugoslavia—although
not contracting parties to the General Agreement on June 30, 1960, were
participating in the work of the Contracting Parties under special ar-
rangements.

At the close of the period covered by this report the General Agreement
embraced the original agreement concluded by the 23 countries that
negotiated at Geneva in 1947; the Annecy Protocol of 1949, under which
10 additional countries acceded to the agreement; the Torquay Protocol
of 1951, under which 4 other countries acceded; and the Protocol of

*For the earlier history of the General Agreement, see Operation of the Trade Agree-
ments Program: 1st reporst, pt. I1, ch, 3; 2d report, pp. 19-21; 3d report, pp. 31-32; and
Sth report, pp. 23-26.

?The term “contracting parties,” when used without initial capitals (contracting par-
ties). refers to member countries acting individually; when used with initial capitals (Con-
tracting Parties), it refers to the member countries acting as a group.
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Terms of Accession of Japan, under which that country acceded in 1955.
Indonesia, on behalf of which the Netherlands negotiated concessions at
Geneva in 1947, became an independent contracting party in 1950. Ghana
and Malaya became contracting parties in 1957 after they were sponsored
by the United Kingdom under the provisions of article XXVI. At one
time or another during the period commencing with the Geneva Con-
ference in 1947 and ending June 30, 1960, a total of 41 countries became
contracting parties to the General Agreement. Four of these countries—
the Republic of China, Lebanon, Liberia, and Syria—all of which be-
came contracting parties to the agreement as a result of negotiations at
Geneva 1n 1947 or at Annecy in 1949, have since withdrawn from it.

Article XXV of the General Agreement provides that the Contracting
Parties shall meet from time to time to further the objectives of the
agreement and to resolve operational problems that may arise. Between
the Geneva Conference in 1947 and June 30, 1960, the Contracting Parties
met in 16 regular sessions.® From the time that the ad hoc Committee
for Agenda and Intersessional Business—now called the Intersessional
Committee—was established in 1951, it has held one or more meetings
each year.

The 15th Session of the Contracting Parties, which was held in Tokyo
from October 26 to November 21, 1959, was attended by representatives
of all 37 contracting parties to the General Agreement, and by representa-
tives of © countries—Cambodia, Israel, Poland, Switzerland, Tunisia,
and Yugoslavia—that participate in the work of the Contracting Parties
-under special arrangements. The following 13 countries were represented
by observers: Argentina, Bolivia, Ecuador, El Salvador, Laos, Lebanon,
Libya, Mexico, Republic of the Philippines, Portugal, Spain, the United
Arab Republic, and Venezuela. The United Nations, the International
Monetary Fund, the International Labor Organization, the Organization
for European Economic Cooperation, and the Council of Ministers and
the Commission of the European Economic Community were also repre-
sented by observers.

The 16th Session of the Contracting Parties, which was held in Geneva
from May 16 to June 4, 1960, was attended by representatives of all 37
contracting parties to the General Agreement, and by representatives of
7 countries—Cambodia, Israel, Portugal, Spain, Switzerland, Tunisia,
and Yugoslavia—that participate in the work of the Contracting Parties
under special arrangements. Represented by observers at the 16th Ses-
sion were the following 14 countries: Argentina, Costa Rica, Ecuador,
El Salvador, Guatemala, Iran, Iraq, Ireland, Mexico, Republic of the

®From 1948 through 1958 (except in 1948 and in 1950, when they held two regular
sessions) the Contracting Parties met in one regular session each year. At their 13th
Session in 1958 the Contracting Parties decided that, beginning in 1959, they would
hold two regular sessions each year.
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Philippines, Poland, Rumania, the United Arab Republic, and Venezuela.
Also represented by observers were the following intergovernmental
organizations: The United Nations, the International Monetary Fund,
the International Labor Organization, the Food and Agriculture Organi-
zation, the Council of Ministers and the Commission of the European
Economic Community, the Organization of American States, the Organi-
zation for European Economic Cooperation, the Council of Europe, the
Customs Cooperation Council, the League of Arab States, and the
United Nations Economic and Social Council.

The following discussion of the principal developments relating to the
General Agreement during the period covered by this report is divided
into four sections: (1) Items arising from the operation of the agreement;
(2) tariffs and tariff negotiations; (3) other developments relating to
the agreement; and (4) status and administration of the agreement.

ITEMS ARISING FROM THE OPERATION OF THE
GENERAL AGREEMENT

This section considers deviations from the General Agreement by con-
tracting parties either under specific provisions for such deviations or as
breaches of the rules of the agreement. These deviations are dealt with
under the following four categories: (a) Deviations with respect to which
mterested contracting parties have complained to the Contracting Parties
under the provisions of article XXIII;# (b) waivers of obligations that
the Contracting Parties have granted under article XXV; (c¢) releases
from obligations that the Contracting Parties have authorized under
article XVIII; and (d) import restrictions that contracting parties im-
pose for balance-of-payments reasons, under the provisions of articles

XII and XVIIIS -

Complaints

Article XXIII of the General Agreement provides that if any con-
tracting party considers that any benefit accruing to it under the agree-
ment is being nullified or impaired by the action of another contracting
party, it may bring the alleged impairment to the attention of the con-

* 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 the General Agreement on Tariffs and Trade, Basic Instruments
and Selected Documents: vol. III, Text of the General Agreement, 1958, Sales No.:
GATT/1958-5, Geneva, 1958.

®For the texts of discussions, resolutions, and reports of the 15th and 16th Sessions,
see Contracting Parties to GATT, Basic Instruments . . ., 8th supp., Sales No.: GATT/
1960-1, Geneva, 1960, and Basic Instruments . . ., 9th supp., Sales No.: GATT/1961~1,
Geneva, 1961.
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tracting party concerned. If this action does not result in an adjustment
that is satisfactory to both parties, the matter may be referred to the
Contracting Parties for examination and appropriate recommendation.
Matters brought before the Contracting Parties in this manner are known
as complaints.

At their 15th and 16th Sessions in 1959 and 1960 the Contracting
Parties considered a total of four complaints, By June 30, 1960, the
close of the period covered by this report, one of these complaints had
been settled.

One previously unsettled complaint—that relating to reduced freight
rates on shipments of paper products to the Union of South Africa—was
not discussed at either the 15th or the 16th Session. The South African
complaint concerned the reduction of freight rates by certain shipping
companies engaged in transporting paper products to South Africa—an
action which South Africa claimed would jeopardize the country’s paper-
producing industry. To counteract the effect of the reduced freight
rates, South Africa proposed to levy a countervailing duty equal to the
difference between the “normal” freight rate and the freight rate that
was actually being charged. The working group that examined the com-
plaint at the 13th Session noted that, on the basis of the facts presented,
the levying of countervailing duties by South Africa would be less restric-
tive of international trade than would the imposition of increased rates
of duty on paper products. The Contracting Parties therefore approved
the conclusion of the working group that the most practical solution was
for the Contracting Parties to note that the plenary discussions had re-
vealed a wide measure of support for South Africa’s proposed action.®
Since no interested contracting party raised the issue before the Con-
tracting Parties at their 15th and 16th Sessions, it appears that the
complaint may be considered as having been settled.

Two other complaints that had not been settled at earlier sessions of
the Contracting Parties were not discussed at either the 15th or the 16th
Session and thus presumably remained unsettled. One of these complaints
relates to the increase by the United States of its rate of duty on imports
of spring clothespins;? the other concerns Italian subsidization of exports
of flour.®

Complaint settled by June 30, 1960

In April 1958 the Intersessional Committee considered Australia’s
complaint that since 1953 France had subsidized exports of wheat and
flour and, by so doing, was obtaining more than an equitable share of
the world trade in those products. Australia complained that the subsidy

¢ See Operation of the Trade Agreements Program, 12th report, pp. 13-15.
" See Operation of the Trade Agreements Program, 11th report, pp. 30-31.
8 See Operation of the Trade Agreements Program, 12th report, p. 18.
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was contrary to the provisions of article XVI of the General Agreement,
had distorted the pattern of trade in wheat and flour, and might—if
continued—force Australia out of its traditional export markets for these
commodities.

Since France had indicated during bilateral consultations with Aus-
tralia that it did not intend to modify the subsidy, the Intersessional
Committee referred the complaint to a panel. After hearing statements
by France and Australia, the panel adjourned so that the two contracting
parties might resume bilateral consultations. These consultations having
proved unsuccessful, the panel reconvened, examined the Australian com-
plaint, and submitted a report to the Contracting Parties.

On November 21, 1958, during their 13th Session, the Contracting
Parties discussed the panel’s report. The panel found that, as a result of
French subsidies on wheat and flour, Australia had suffered direct damage
and that France, contrary to the provisions of article XVI, had obtained
more than an equitable share of the world trade in those products. To
remedy this situation, the panel recommended that in granting future
subsidies France provide that they operate in such a manner as not to
adversely affect the markets for wheat and flour. To this end the panel
suggested that France consult with Australia before French exporters
enter into new contracts for the exportation of wheat and flour. The
Contracting Parties adopted the panel’s report and approved its recom-
mendation.

On April 20, 1960, France and Australia reached an agreement based
on the panel’s recommendation of November 21, 1958. As a result of this
agreement the Contracting Parties considered the complaint settled.?

Complaints not settled by June 30, 1960

French stamp tax on imports (art. II)—The French stamp tax on im-
ports, which is levied in addition to the regular import duties, was
originally designed to defray the costs of clearing imported commodities
through the customs. Article II of the General Agreement authorizes
such taxes by providing that a contracting party shall not be prevented
from imposing fees or other charges on imports commensurate with the
cost of services it renders in connection therewith., At the Ninth Session
of the Contracting Parties in 195455 the United States complained that
France had increased its stamp tax beyond the allowable limits.2? The
matter was temporarily resolved, however, when the French representa-
tive noted that France had not increased the tax—and did not intend to

®France and Australia formally notified the Contracting Parties of their agreement
on Oct. 24, 1960, after the close of the period covered by this report.

*®In March 1954 France increased the stamp tax from 1.7 percent to 2 percent ad
valorem.
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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
increase in the proceeds from it be applied to the budget for agricultural
family allowances. The United States immediately complained to the
Contracting Parties that France’s action was inconsistent with its obliga-
tions under the General Agreement. 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. But, he stated, France had decided on the increase
under exceptional circumstances; it had been necessary to finance his
country’s program of agricultural family allowances, and there seemed
to be no possibility of financing such allowances by normal methods.
He assured the Contracting Parties, however, that his Government 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 by
the French representative that the stamp tax would be reduced, the
French Government found it necessary to retain the tax at the level of
3 percent.’? At the 16th Session, in May—June 1960, the French repre-
sentative stated that he felt reasonably certain that his Government
would reduce the tax to 2 percent, effective January 1, 1961, and that
the complaint would therefore be settled.

_ Italian measures in favor of domestic production of ships’ plates (art.
111y ~Shortly before the Contracting Parties convened for their 13¢h
Session, Austria submitted a2 complaint concerning Italian measures
designed to stimulate domestic production of ships’ plates. Austria
stated that, pursuant to a law of July 17, 1954 (the Tambroni law),
Italy grants tax remission and other tax benefits to the Italian ship-
building industry when it uses domestically produced ships’ plates, but
does not extend those benefits to the industry when it employs imported
ships’ plates. According to Austria, Austrian exports of ships’ plates
to Italy declined steadily after the law of July 17, 1954, became effec-
tive. The Austrian Government stated that its attempts to consult with
Italy on this matter had been unsuccessful, and it therefore requested
that the problem be placed on the agenda for the 13th Session.

On November 3, 1958, during their 13th Session, the Contracting
Parties examined the Austrian complaint, and heard statements by the
representatives of Austria and Italy.® The Austrian delegate stated

™ See Operation of the Trade Agreements Program, 8th report, pp. 34-36.
 See Operation of the Trade Agreements Program, 12th report, pp. 15-16.
8 See Operation of the Trade Agreements Program, 12th report, pp. 17-18.
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that Austria and Italy had recently entered into consultations and there-
fore requested that the complaint be retained on the agenda. The Chair-
man of the Contracting Parties agreed to this procedure and invited the
interested contracting parties to report the results of their consultations.

On November 20, 1958, the Austrian and Italian delegates informed
the Contracting Parties that agreement had been reached on the matter
and requested that it be dropped from the agenda. On April 20, 1959,
however, Austria notified the Contracting Parties of a new development.
According to Austria, the Italian Government had on January 26, 1959,
submitted to the Parliament a draft law which modified the Tambroni
law so as to extend the benefits betng granted to domestic producers of
ships’ plates and other articles to producers of such articles in the other
five member countries of the European Coal and Steel Community.!4
In the light of this new development, Austria proposed further consulta-
tions with Italy and requested that the matter be placed on the agenda
for the 14th Session. During the 14th Session Italy stated that it would
consult with Austria, but suggested that the consultations be held at a
later date. The Contracting Parties did not, therefore, discuss the matter
during their 14th Session.

Although the complaint was on their agenda for the 15th Session,
the Contracting Parties deferred action on it pending consultations that
were scheduled to take place between Italy and Austria. During the 16th
Session the Contracting Parties examined the Austrian complaint and
heard statements by the representatives of Austria and Italy. The two
countries decided not to seek any formal consideration of the issue by the
Contracting Parties at that time, but to continue their bilateral discus-
sions. The Contracting Parties therefore placed the matter on the agenda
for their 17th Session.

U.S. restrictions on tmports of dairy products {(art. XI)—In 1951, at
the Sixth Session of the Contracting Parties, Denmark and the Nether-
lands, supported by Australia, Canada, France, Italy, New Zealand, and
Norway, complained that U.S. restrictions on imports of certain dairy
products were contrary to the provisions of article XI of the General
Agreement, which require the general elimination of quantitative restric-
tions on imports. These countries maintained that the restrictions in
question impaired concessions that the United States had granted under
the General Agreement. They therefore contended that the complaining
parties were entitled—in retaliation—to request the suspension of certain
of their obligations to the United States, as provided for in article XXIII,
Accordingly, at their Seventh Session in 1952, the Contracting Parties
authorized the Netherlands to limit imports of wheat flour from the

*The member countries of the European Coal and Steel Community are Belgium,
France, West Germany, Italy, Luxembourg, and the Netherlands.
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United States to 60,000 metric tons a year. At their Eighth Session in
1953 the Contracting Parties requested the United States to report an-
nually on the import restrictions in question.®

In 1959, during the 15th Session of the Contracting Parties, the United
States submitted the fifth annual report on its import restrictions on
dairy products.’® In its report to the Contracting Parties the working
party designated to examine the U.S. report concurred in general with
the opinion expressed by the delegate trom New Zealand, who urged the
United States to adopt appropriate legislation to remedy the situation
regarding dairy products—a situation which he regarded as serious. After
hearing the report of the working party, the Contracting Parties adopted
the U.S. report. Although it was clear from the remarks made by various
members of the working party that the complaint against U.S. restrictions
on imports of dairy products could not be regarded as settled, the Nether-
lands did not seek—as it had sought each year from 1952 to 1959—per-
mission from the Contracting Parties to limit imports of wheat flour into
the Netherlands from the United States. The representative of the
Netherlands explained that his country was pleased with the U.S. action
in undertaking an investigation to determine whether the United States
could increase its import quotas for Edam and Gouda cheeses and for
Italian-type cheeses.!” According to him, the Netherlands felt that this
rction could reasonably give rise to the expectation that the United States
would further eliminate its restrictions on imports of dairy products.

Reports on Existing Waivers of Obligations

The drafters of the General Agreement on Tariffs and Trade envisioned
the possibility that a contracting party might—because of special or
~wceptional circumstances—find that it could not comply with certain
obligations imposed on it by the provisions of the agreement. The
Contracting Parties, therefore, were authorized to grant such a contract-
ing party a waiver of, or a release from, its obligations to the extent
necessary to enable it to overcome particular problems. Articles VI:6,

% See Operation of the Trade Agreements Program: 5th report, pp. 32-33; 6th report,
pp. 43—45; 7th report, pp. 59-61; 8th report, pp. 59-62; 9th report, pp. 16—17; 10th
report, p. 18; and 11th report, pp. 29-30.

* The report that the United States submitted at the 15th Session on its restrictions
on imports of dairy products was incorporated in the more comprehensive report that the
United States submitted to the Contracting Parties under the terms of the sec. 22 waiver
granted to the United States in 1955. That report is discussed in the following section
of this chapter.

¥ On May 11, 1960, after a report and recommendation by the U.S. Tariff Commission,
the President of the United States increased the annual quota for imports of Edam and
Gouda cheeses from 4,600,200 pounds to 9,200,400 pounds, and that for Italian-type
cheeses from 9,200,100 pounds to 11,500,100 pounds. The new quotas became effective
on July 1, 1960. See ch. 3 of this report.
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XVIII:16 and 22, XX1V:10, and XXV:5 contain the main provisions
for waivers of, or releases from, obligations imposed on contracting
parties. In general, the first three articles mentioned above apply to
specific circumstances. Article VI:6, for example, provides a remedy
for dumping in one country by a second country that causes or threatens
material injury to an industry in the territory of a third contracting
party which exports to the country where the merchandise is being
dumped; article XVIII:16 and 22 involves problems relating to under-
developed countries;®® and article XXIV:10 deals with problems con-
nected with the formation of customs unions and free-trade areas. Article
XXV:5, on the other hand, relates to situations not covered by the other
three articles mentioned above. This article provides that, in exceptional
circumstances not elsewhere provided for, the Contracting Parties may
waive an obligation imposed on a contracting party by the General
Agreement. Unlike the other waiver provisions mentioned above, article
XXYV:5 provides that the Contracting Parties may waive any obligation
imposed on a contracting party, if they believe there is sufficient reason
therefor. Any such waiver of an obligation must, unless the Contracting
Parties decide otherwise, be approved by a two-thirds majority of the
votes cast, and such majority must comprise more than half of the con-
tracting parties. This exception to the general voting procedure, which
provides for a two-thirds majority vote of the representatives present and
voting, emphasizes the importance that the Contracting Parties attach to
the waiving—under the exceptional circumstances provision—of an obli-
gation imposed on a contracting party by the General Agreement.

At their 15th and 16th Sessions the Contracting Parties did not con-
sider any new requests for waivers of obligations. Reports submitted
by contracting parties on actions they had taken under certain existing
waivers of obligations are discussed below.

The waiver that the Contracting Parties granted to Brazil at the 12th
Session, which was designed to permit that country to make effective
its new customs tariff, as well as certain waivers granted to New Zealand
and to the Federation of Rhodesia and Nyasaland, are discussed in the
section of this chapter on tariffs and tarff negotiations. At their 15th
and 16th Sessions the Contracting Parties did not discuss the existing
waivers relating to Chile’s import charges or to Luxembourg’s quantita-
tive restrictions on imports,1®

Australia’s special customs treatment of products from Papua and New Guinea (sixth
annual report) (art. 1)

At their Eighth Session in 1953 the Contracting Parties granted Aus-

* Releases under the provisions of art. XVIIT are discussed separately in this chapter.
*For a discussion of these waivers, see Operation of the Trade Agreements Program,
12th report, pp. 19—20 and 28-29.
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tralia a waiver of its most-favored-nation obligations under article I
of the General Agreement, to permit Australia to assist in the economic
development of the territories of Papua and New Guinea?® The waiver
permitted Australia to accord duty-free treatment to primary products
imported from the specified territories without regard to the rates of
duty on like products imported from any other contracting party, as long
as the primary products were not subject to Australian concessions under
the General Agreement. At the 10th Session of the Contracting Parties
Australia requested and was granted a supplementary waiver which
permits it to accord duty-free treatment to imports of certain forest
products from Papua and New Guinea, whether or not these products
are subject to Australian tariff concessions under the General Agreement.
At the 11th Session the original waiver was expanded to include not only
primary products but also products that are substantially derived from
primary products.?! To clarify their original intention and to prevent mis-
interpretation, the Contracting Parties—at their 14th Session—further
amended the terms of the waiver they had granted to Australia by agree-
ing that the waiver does not preclude increases in most-favored-nation
rates where only the primage duty is bound in the Australian schedule.?

From the time that the Contracting Parties granted the waiver to
Australia in 1953 until 1958, Australia had, under the terms of the waiver,
notified the Contracting Parties that it would admit the following
commodities free of duty when imported from the territories of Papua
and New Guinea: Plywood, up to a quantity not exceeding 12 million
square feet (3{g-inch basis) a year; certain forestry products; and
passion-fruit juice. It had also notified the Contracting Parties that,
under the terms of the waiver, it was increasing the most-favored-nation
rates of duty on imports of passion-fruit juice, passion-fruit pulp, un-
shelled peanuts, peanut kernels, veneers, and unshelled almonds.

In its sixth annual report on actions taken under the waiver, submitted
to the Contracting Parties at their 15th Session in 1959, Australia stated
that it had taken no actions under the waiver during the preceding year.
At the 15th Session the Australian delegate proposed to the Contracting
Parties that his Government submit its next report on actions under the
waiver it the 18th Session, to be held in May—June 1961. The Contracting
Parties took note of the Australian report and accepted the proposal for
deferring the next report on actions taken under the waiver.

Belgian quantitative restrictions on imports (fourth annual veport) (art. XI)

On May 16, 1955, Belgium requested that, for a period of 7 years,

® See Operation of the Trade Agreements Program, Tth report, pp. 32-34.

% See Operation of the Trade Agreements Program, 10th report, pp. 22-23.

2 As employed by Australia, a “primage” duty is a basic, or primary, ad valorem
revenue duty.
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the Contracting Parties waive its commitments under article XI of the
General Agreement to permit the retention of a number of quantitative
restrictions that it had imposed on agricultural products when it was free
to resort to such restrictions for balance-of-payments reasons. Article
XI requires the general elimination of quantitative restrictions on imports
from or exports to other contracting parties. Belgium’s request for the
waiver pointed out that because of conditions prevailing in the Belgian
agricultural system—primarily the high cost of agricultural production—
removal of the restrictions would subject Belgian agriculture to damaging
competition from the Netherlands-

Rather than grant Belgium a waiver for a 7-year period under the
provisions of article XXV:5, the Contracting Parties—exercising their
power under that article to define certain categories of exceptional cir-
cumstances for the waiver of obligations, as well as to prescribe the
necessary criteria for their application—granted Belgium a waiver for 5
years under the terms of the so-called hard-core decision of 1955.23
Because of the exceptional circumstances surrounding the harmonization
of the agricultural policies of the Benelux countries, the Contracting
Parties extended until December 31,7 1962, their concurrence with respect
to those restrictions that Belgium would not be able to eliminate under
the terms of the hard-core decision.

At the 15th Session of the Contracting Parties, Belgium submitted the
fourth annual report on its quantitative restrictions.?* After examining
the report, certain contracting parties expressed serious concern over
Belgium’s lack of progress in removing its quantitative restricticns. They
proposed that—rather than submit the annual report to a working party
for examination—Belgium be asked to reexamine its position under the
waiver and report to the Contracting Parties before March 1960 on any
action it proposed to take in compliance with the terms of the waiver.
The Contracting Parties agreed to this procedure and deferred action on
the matter until their 16th Session.

At the 16th Session the Belgian delegate announced that his Govern-
ment had taken steps to liberalize its restrictions on imports of 12 com-
modities covered by the waiver. While a number of contracting parties

» See Operation of the Trade Agreements Program, 8th report, p. 47. The “hard-core”
decision recognizes that for some countries persistent balance-of-payments difficulties make
quantitative restrictions necessary over a period of years, and that the sudden elimination
of such restrictions would make adjustments difficule. The decision, therefore, provides for
a temporary waiver of the obligation to eliminate quantitative restrictions where their
immediate removal would result in serious injury to a domestic industry or a branch of
agriculture. The decision provides, however, that no such waiver shall be granted for a
period of more than 5 years.

*For discussion of Belgium’s first, second, and third annual reports under the waiver,
see Operation of the Trade Agreements Program: 10th report, pp. 23~24; 11th report, pp.
34-35; and 12th report, pp. 23-24.
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welcomed this evidence of action by Belgium, many contracting parties,
including the United States, expressed concern over the fact that Belgium,
in removing quantitative restrictions on those products, had found it
necessary to impose import duties or increase existing import duties on the
same products. It was pointed out that the question of Belgium’s ability
to remove the restrictions in question assumed particular importance be-
cause the Belgian waiver was, in effect, a “test case” of the hard-core
decision. After discussion, the Contracting Parties urged interested con-
tracting parties to consult with Belgium pending another formal discus-
sion of the matter at the 17th Session. .

Franco-German treaty on the Saar (second annual reports) (art. 1)

On October 27, 1956, representatives of France and the Federal Re-
public of Germany signed a treaty applying to the Saar the basic law of
the Federal Republic, and providing for special treatment of the trade
between the Saar and France and between the Saar and West Germany.
The treaty entered into force on January 1, 1957. Because some of the
provisions of the treaty conflicted with the provisions of article I of the
General Agreement, France and West Germany on May 24, 1957, re-
quested that, as provided in article XXV:5, the Contracting Parties
waive the obligations of the two countries under the provisions of article
I, insofar as was necessary for them to implement the provisions of the
treaty. - :

The Saar treaty provided for a transitional period which would end
" not later than December 31, 1959. During this period the monetary and
customs union that existed between France and the Saar before 1957 was
to continue in effect. The treaty also provided, during the transitional
period, for special treatment by West Germany of products originating
in the Saar, and for duty-free importation into the Saar of capital equip-
ment originating in West Germany. A waiver by the Contracting Parties
of the provisions of article I was necessary because provisions of the
Saar treaty involved discrimination against imports from third countries.
Waiver of the provisions of article I was also necessary for administration
of the Saar’s definitive economic system. This necessity resulted from
the treaty provision that, after the transitional period, there would be
duty-free importation into the Saar of products originating in the franc
area, and duty-free entry into France of products originating in the Saar.
The volume of trade in both directions was to be limited by quotas based
on the trade between France and the Saar in 1955.

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

At the 15th Session of the Contracting Parties in 1959, France and
West Germany submitted their second annual reports of actions taken
under the waiver2?® Both Governments reported that the transitional
period contemplated by the Saar treaty had ended on July 5, 1959. At
that time the Saar became part of the West German customs and currency
area, and the definitive annual tariff quotas for trade between the Saar
and the French franc area became effective. The French delegate stated
that the provisions of the Saar treaty had been implemented without
difficulty, and that the emergence of the European Economic Community
had facilitated their implementation. The Contracting Parties took note
of the two reports.

West German import restrictions (first annual report) (art. XI)

After completing the article XII consultations that took place before
the opening of the 12th Session of the Contracting Parties in 1957, and
after considering the findings of the International Monetary Fund, the
working party on balance-of-payments restrictions agreed that the Fed-
eral Republic of Germany was no longer entitled to impose quantitative
restrictions on imports for balance-of-payments reasons.

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

The Intersessional Committee expressed disappointment that West
Germany had confirmed its intention to maintain the import restrictions
In question, since they are no longer authorized under article XII of the
General Agreement. The Committee felt that the issue involved a funda-
mental principle, disregard of which would undermine the very structure
of the General Agreement and threaten the multilateral trading system
that the Contracting Parties had endeavored to establish. The Committee
felt, therefore, that if West Germany found that immediate removal of
the remaining import restrictions presented insurmountable difficulties

# For a discussion of the first annual reports submitted by France and West Germany,
see Operation of the Trade Agreements Program, 12th report, pp. 27-28.
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it should apply for a hard-core waiver or for a waiver under article XXV.
After further discussion at the 13th Session, during which the Contracting
Parties urged West Germany to utilize agreed procedures to reconcile its
position with the provisions of the General Agreement, West Germany
agreed to apply for a waiver and to consult with interested contracting
parties before the 14th Session.28

At their 14th Session the Contracting Parties noted that West Germany
had consulted with 12 other contracting parties, but that no agreement
had been reached on the presentation of the results of such consultations
to the Contracting Parties. The Contracting Parties therefore established
a working party to examine the problem.

When it submitted its report to the Contracting Parties, the working
party also submitted a draft decision for their consideration. The draft
decision specifically referred to groups of commodities listed in five an-
nexes (annexes A through E) to the West German program for liberaliz-
ing import restrictions. The working party noted West Germany’s intent
to undertake additional liberalization with respect to commodities listed
in annex A; to eliminate—within a period of 5 years—restrictions on
commodities listed in annex C (as well-as to submit annual reports on
its progress in eliminating those restrictions); and to insure that actions
taken under the country’s marketing laws are consistent with the pro-
visions of the General Agreement. The draft decision also specified
that restrictions maintained on commodities listed in annex D be admin-

. istered without restriction as to quantity and source of supply, that re-
strictions on commodities listed in annex E be kept under review in order
to liberalize as many of the products as possible, and that restrictions
on items listed in annex B be eliminated as soon as possible. Besides
containing the above-mentioned provisions, the draft decision provided
that West Germany should consult annually with the Contracting Parties
on its application of the decision and the progress achieved in eliminating
the restrictions on the commodities listed in annexes A through E.

After discussing the matter in a plenary session, the Contracting Parties
approved the draft decision for a period of 3 years and declared that
interested contracting parties still had recourse to article XXIII. Ap-
proval of the decision provides West Germany with a hard-core waiver
of its obligations under article XI for those items listed in annexes B, D,
and E, but does not affect the application of provisions relating to non-
discrtmination under article XII. Under the terms of the waiver West
Germany must submit an annual report of its actions in removing the
quantitative import restrictions covered by the waiver.

? The discussions took place at the 13th Session of the Contracting Parties. For a dis-
cussion of the granting of the West German waiver, see Operation of the Trade Agree-
ments Program, 12th report, pp. 41-45.
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At the 15th Session of the Contracting Parties, West Germany sub-
mitted its first annual report on actions taken under the terms of the
waiver. The report indicated that West Germany had liberalized some
products included in annexes A, C, and D. In addition to the report, the
West German Government announced that interested parties in the
Federal Republic had been informed of the overall program of liberaliza-
tion on July 11, 1959, at which time the decision of May 30, 1959, together
with the annexed lists of products, had been published in the Bundesan-
zeiger.?” Before this date, the same publication had announced the
liberalization of certain products in annex A as well as the de facto
liberalization of products subject ‘to marketing laws, as provided for in
annex D to the decision. The liberalization decree, which became effective
on July 1, 1959, was amended on August 4, 1959. Furthermore, the West
German Government had conducted bilateral consultations with inter-
ested contracting parties in an effort to make individual adjustment of
the quotas not yet liberalized.

At the 16th Session of the Contracting Parties the West German dele-
gate stated that his country had been unable to complete its consultations
with Japan, but that some products had been liberalized since the last
session of the Contracting Parties. "A number of contracting parties, in-
cluding the United States, expressed satisfaction with the measures taken
by West Germany, but urged that country to do everything possible to
establish a firm date for full and formal liberalization of the still unliberal-
ized products. The Contracting Parties noted the views of the vaiious
contracting parties and stated that West Germany would report at the
17th Session on the progress it had made in removing or relaxing restric-
tions on products listed in annexes A through E.

Italy’s preferential customs treatment of Libyan products (seventh annual reports)

(art. I)

At their Sixth Session in 1951 the Contracting Parties granted Italy a
waiver of its most-favored-nation obligations under article I of the Gen-
eral Agreement. The waiver, which permitted Italy to accord duty-free
entry to a specified list of products of which Libya is Italy’s principal
foreign supplier, was intended to facilitate the development of Libya’s
economy during that country’s transition to an independent status. At
their Seventh Session in 1952 the Contracting Parties requested Italy to
submit an annual report on the development of Italian-Libyan trade, and
requested Libya to submit an annual report on Libyan economic develop-
ment.?® The waiver, originally granted for a period of 1 year, was subse-

7 West Germany’s equivalent of the U.S. Federal Register.
# See Operation of the Trade Agreements Program: 7th report, pp. 31-32; 8th report,

pp- 33-34; 9th report, p. 25; 10th report, pp. 27-28; Ith report, pp. 38-39; and 12th
report, p. 28.
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quently extended to December 31, 1958. At the 13th Session in 1958 it
was further extended to December 31, 1961, subject to certain changes
in the schedule of products covered by it.

The seventh annual reports of Italy and Libya, submitted to the Con-
tracting Parties at their 15th Session, noted a slight increase in Italian
imports from Libya in 1958, compared with 1957, as well as some further
improvement of the Libyan economy, including a notable increase in
Libya’s exports of edible ground nuts. During the discussion of the reports
the Libyan delegate pointed out that his Government had adopted legis-
lation designed to assist existing domestic industries and to encourage the
development of new industries. The Contracting Parties took note of the
two reports.

Nicaragua—El Salvador free-trade area (eighth annual report) (arts. I and XIII)

At their Sixth Session in 1951 the Contracting Parties approved a
waiver relating to the Nicaragua—El Salvador free-trade area. The waiver,
which was granted under the provisions of article XXIV:10, freed Nica-
ragua from its most-favored-nation obligations with respect to the prod-
ucts covered in its treaty with El Salvador, which became effective August
21, 1951. Under the terms of the treaty, each country agreed to accord
reciprocal duty-free treatment to specified products originating in the
other country.

In its eighth annual report to the Contracting Parties, which it sub-
mitted at the 15th Session,?® Nicaragua noted that—as in previous years
. —both Nicaragua and El Salvador were satisfied with the development
of trade under the free-trade treaty. The report noted that the increase
in trade that had taken place in 1957 had been reversed and that the
trade in both directions had declined slightly in 1958.

Peruvian import charges (first annual report) (arts. I and I1)

In June 1958 the Intersessional Committee met to discuss a communi-
cation from Peru concerning its proposed action to arrest a serious decline
in its foreign-exchange reserves resulting from balance-of-payments diffi-
culties. Peru stated that it had already consulted the International
Monetary Fund about the problem and that the IMF had recommended
certain corrective measures. Some of these measures, in Peru’s opinion,
implied the need to increase import duties rather than to restrict expendi-
tures for nonessential products by imposing quantitative restrictions on
imports. Peru considered that the revenue derived from import duties
was necessary to insure the success of the country’s stabilization program.
Moreover, Peru did not desire to impose quantitative restrictions because

® 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 ongin of the waiver, see Operation of the Trade Agreements Program, 6th
report, p. 50.
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experience had shown that, once imposed, they are difficult to eliminate.
Peru believed, therefore, that it would be preferable to increase its
customs revenue and that this could best be accomplished by imposing
supplementary charges on all imports.

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

In discussing the problem at their 13th Session in 1958, the Contracting
Parties agreed that the fundamental issue was whether the General Agree-
ment is flexible enough to permit a country with serious balance-of-
payments difficulties to overcome them by adopting measures other than
import restrictions when immediate corrective action is necessary. On
the one hand, article XII permits a contracting party to impose quanti-
tative restrictions on imports to safeguard its balance-of-payments posi-
tion. Peru, however, did not desire to employ such restrictions, because
once imposed they would be difficult to eliminate; moreover, recourse
to such restrictions would be contrary to Peru’s traditional liberal trade-
and-exchange policy. On the other hand, Peru desired to impose import
surcharges. Although imposition of such surcharges would be less re-
strictive of international trade than would the imposition of quantitative
restrictions, such action did not appear to be compatible with the pro-
visions of the General Agreement. To resolve this conflict between article
XII and the spirit of the General Agreement, the Contracting Parties—
at the suggestion of the United States—established a working party to
examine the problem.

The working party reported its findings to the Contracting Parties
during their 13th Session. According to the working party, the import
surcharges levied by Peru were not permitted by article XII; moreover,
they were inconsistent with article II insofar as they applied to commodi-
ties on which Peru had negotiated concessions with other contracting
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parties. The working party also found that Peru’s action was contrary
to the provisions of article I because the surcharges did not apply to
imports from neighboring countries with which Peru had bilateral agree-
ments, and thus resulted in a2 widening of the margin of preference. The
working party found, however, that Peru’s action was less restrictive
of international trade than the measures provided for under article XII.
It, therefore, recommended that the Contracting Parties act under the
provisions of article XXV:5 and that they waive the provisions of articles
I and II to the extent necessary to permit Peru to continue its emergency
measures until its adverse balance-of-payments position shall have been
corrected. .

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

At the 15th Session of the Contracting Parties, Peru submitted its
first annual report on actions taken under the terms of the waiver. In
the discussion that preceded acceptance of Peru’s report by the Con-
tracting Parties, representatives of some contracting parties expressed the
view that Peru, while applying the surcharges on certain imported
products as permitted under the waiver, had also—contrary to the pro-
visions of the waiver—widened the margins of preference that it ac-
corded to certain commodities imported from Chile and certain other
countries. Late in the 15th Session, after receiving information from the
International Monetary Fund that confirmed Peru’s serious situation
with respect to gold and exchange reserves® the Contracting Parties
agreed to adopt a draft decision amending their decision of November
21, 1958. The amendment, by temporarily waiving Peru’s obligations
under article I:4 and article II:1, broadened the terms of the original
walver so as to permit Peru to increase certain margins of preference.

United Kingdom obligations with respect to products entered free of duty from

Commonwealth countries (sixth annual report) (art. 1)

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

® Art. XV of the General Agreement provides for consultations between the Interna-
tional Monetary Fund and the Contracting Parties in cases involving balance-of-pay-
ments difficulties.
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preference accorded to Commonwealth countries by increasing the rates
of duty on imports of unbound commodities from non-Commonwealth
countries without imposing comparable duties on those commodities
when imported from Commonwealth countries. The waiver applied only
to commodities for which no concessions were in effect under the General
Agreement at the time it was granted.

At the Ninth Session of the Contracting Parties in 195455 the United
Kingdom requested, and was granted, an amendment to the waiver per-
mitting it to increase margins of preference on commodities for which
concessions were in effect under the General Agreement at the time the
waiver was approved, but which-had subsequently been removed or
modified in a manner consistent with the agreement. In requesting an
amendment to the waiver, the United Kingdom stated—as it had in
requesting the original waiver—that it desired to accord itself greater pro-
tection only in a limited number of instances where the need for tariff
protection had been demonstrated, and that it did not intend to use the
waiver to divert trade to the Commonwealth.3!

At the 15th Session the United Kingdom submitted its sixth annual
report of actions taken under the margin-of-preference waiver. The report
noted that since submission of its fifth report the United Kingdom had
invoked the waiver with respect to changes in the most-favored-nation
rates of duty on certain cut flowers. ornamental pottery, and lighter flints.

The report stated that, after notifying the Contracting Parties that it
intended to increase the duties on cut flowers and ornamental pottery, the
United Kingdom had received requests from the Netherlands and West
Germany for consultations on cut flowers and on ornamental pottery,
respectively. In both instances the United Kingdom had been unable to
agree that the grounds on which the requests were based satisfied the
terms of paragraph (b)(ii) of the waiver procedures. Moreover, the
United Kingdom had found it necessary to increase its duty on cut
flowers without submitting the question to the Contracting Parties for
determination.?? The question regarding ornamental pottery, however,
had been resolved by a panel of experts appointed by the Intersessional
Committee in' March 1959. West Germany had accepted the findings
of the panel, and the United Kingdom had increased the duty on Apnil
25, 1959. Both the Netherlands and West Germany had reserved the
right to consult with the United Kingdom under the terms of article XXII
if a substantial diversion of trade resulted from the increases in the rates
of duty.

® See Operation of the Trade Agreements Program: 7th report, pp. 27-30; 8th report,
pp. 30-32.

# The duty on certain cut flowers was increased on Mar. 17, 1959. For a discussion of
the action taken by the United Kingdom on cut flowers, see Operation of the Trade
Agreements Program, 12th report, p. 31.
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In a plenary session of the Contracting Parties, at which they took
note of the United Kingdom’s report and the report of the panel of
experts, the United Kingdom representative stated that Austria had
requested consultations on the United Kingdom’s proposal to increase the
rate of duty on lighter flints. The request was subsequently withdrawn,
and the duty on lighter flints was increased on July 27, 1959.

Special problems of the dependent overseas territories of the United Kingdom (fifth
annual report) (art. 1)

During the Ninth Session in 1954-55 the United Kingdom submitted
to the Contracting Parties a proposed amendment to the General Agree-
ment that would broaden the scope of action by a contracting party in
assisting the economic development of its dependent territories. The
United Kingdom desired such an amendment because it believed its social
and political responsibilities to dependent territories could not otherwise
be fulfilled under the provisions of the General Agreement. Because of
the broad scope of the proposed amendment, and because its adoption
would be tantamount to recognizing as permanent a problem they re-
garded as transitional, the Contracting Parties did not favor the proposed
amendment. They decided, instead, to waive certain of the United King-
dom’s obligations under the General Agreement, in order to permit the
United Kingdom to accord its dependent overseas territories treatment
commensurate with its responsibilities as it recognized them.33

In submitting its fifth annual report under the waiver at the 15th
Session, the United Kingdom stated that it had taken no action under the
- terms of the waiver since it submitted its fourth report at the 13th Session.
The Contracting Parties took note of the United Kingdom’s report.

U.S. restrictions on imports of agricultural products (fifth annual report) (arts. 11
and XI)

With certain exceptions, article XI of the General Agreement pro-
hibits a contracting party from imposing nontariff restrictions on its
imports from other contracting parties. Article II forbids imposition of
a rate of duty in excess of the rate of duty set forth in the appropriate
schedule of concessions. These articles of the General Agreement have
been particularly significant to the United States because it maintains
governmental programs with respect to several agricultural products and,
on various occasions, has found it necessary to restrict imports of such
products and to apply increased rates of duty on them to effectively
carry out its domestic programs. Use of the agricultural exception by

% For a more detailed discussion of the United Kingdom's dependent overseas terri-
tories waiver, sec Operation of the Trade Agreements Program, 8th report, pp. 76—78. For
the text of the waiver, see Contracting Parties to GATT, Basic Instruments . . ., 3d
supp., Decisions, Resolutions, Reports, etc., of the Ninth Session, Sales No.: GATT/
1955~2, Geneva, 1955, pp. 21-25.
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the United States has been of considerable concern to those countries
that export agricultural products to the United States, and to those that
have granted tariff concessions to the United States in return for con-
cessions granted to them on agricultural products.

U.S. programs for agricultural products have taken various forms.
Some of the programs have been designed to control production; some, to
assist in the orderly marketing of agricultural commodities for domestic
consumption and export; some, to provide for the disposal of surplus
commodities; and some, to establish quality and grading standards. The
principal objective of such programs has been to stabilize prices at levels
that would provide a fair return to producers, consistent with the interests
of consumers.

To the extent that these programs have had the effect of maintaining
domestic price levels for agricultural products above the duty-paid, laid-
down prices of comparable imports, they have tended to stimulate a
greater quantity of imports than would have prevailed had there been
no domestic programs. Such stimulation of imports tends to increase the
cost of relevant programs and to interfere with the realization of their
objectives. To provide for such contingencies, section 22 of the U.S.
Agricultural Adjustment Act, as amended, authorizes the President to
restrict the importation of commodities by imposing either fees or quotas
(within specified limits) if such importation tends to render ineffective or
materially interfere with the agricultural commodity programs of the U.S.
Department of Agriculture. Section 22, as amended by the Trade Agree-
ments Extension Act of 1951, specifically provides that no trade agree-
ment or other international agreement heretofore or hereafter entered
into by the United States shall be applied in a manner inconsistent with
the requirements of section 22.

To resolve the difference between its domestic legislation and the pro-
visions of the General Agreement, the United States—at the Ninth Ses-
sion of the Contracting Parties in 1954-55-—requested a waiver of its
commitments under articles IT and XI of the General Agreement, insofar
as such commitments might be regarded as inconsistent with action it is
required to take under section 22.3* Besides establishing certain rules of
procedure and certain conditions as to consultation, the waiver, which
the Contracting Parties granted to the United States at the Ninth Session,
requires the United States to report annually on any actions it takes
thereunder.

At the 15th Session of the Contracting Parties the United States sub-
mitted its fifth annual report of actions taken under the waiver. The
report, which covered the period 1958-59, presented an explanation of
U.S. actions with respect to each of the commodities that were subject

™ Sce Operation of the Trade Agreements Program, 8th report, pp. 43-47.
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to import control during that period. The U.S. report indicated that
import controls under section 22 were currently in effect for seven
products or groups of products. The report also noted that, since the
preparation of the fourth annual report, actions taken under the pro-
visions of section 22 had included two investigations by the U.S. Tariff
Commission to determine the need for a reduction in the quota on long-
staple cotton and the extension—on a . rntinuing basis—of the quota on
rye which automatically terminated on June 30, 1959. The Tarff Com-
mission recommended that the continuing quota on long-staple cotton
not be modified, and recommended that the quota on rye be continued,
but at a level approximately one-half as high as that which prevailed
during the period 1954-59.35

The U.S. report to the Contracting Parties also described positive steps
that the United States had taken to reduce surpluses of certain agri-
cultural commodities. The actions included efforts to curtail production
as well as to increase consumption; continuation of the soil-bank program,
acreage allotments, and marketing programs; reduction of price-support
levels for most commodities still under control; and a request for new
legislation designed to give the Secretary of Agriculture more flexibility
in establishing price-support levels. -

After discussing the U.S. report, the Contracting Parties referred it
to the working party on agricultural waivers for further examination.
The working party noted that the United States had reduced price-sup-
port levels for many agricultural commodities still subject to control. As
in earlier years, however, the working party cxpressed concern that, for
certain commodities, little progress had been made toward achieving a
better balance between supply and demand. The working party also
expressed concern because the United States had not—since its last
report—relaxed any of its import controls on agricultural products, and
stressed the need for greater progress in relaxing or removing such
restrictions.?® The Contracting Parties adopted the report of the working

party.
Releases From Obligations

Article XVIII of the General Agreement brings together those pro-
visions of the General Agreement that are most directly related to the

*On Sept. 22, 1959, the President accepted the Tariff Commission’s recommendation
with respect to long-staple cotton. The President did not accept the Commission’s recom-
mendation with respect to rye; by proclamation he continued the quota on rye, rye flour,
and rye meal at the level which had prevailed during the year ending June 30, 1959.

3 Effective July 1, 1960, after the end of the pertod covered in its fifth report, the
United States increased the quotas on imports of Edam, Gouda, and Italian-type cheeses.
See the section of this chapter on the complaint with respect to U.S. restrictions on im-
ports of dairy products.
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problems of underdeveloped countries. In general, the article makes
available to underdeveloped countries special, additional facilities for
promoting the establishment of new industries and for protecting their
external financial positions. Paragraph 4 of article XVIII distinguishes
between two types of underdeveloped countries: (1) Countries the
economies of which can support only low standards of living and are
in the early stages of development, and (2) countries the economies of
which are in the process of development, but which do not come within
the scope of the category first named.

Sections A, B, and C of article XVIII specify conditions under which
underdeveloped countries in the first category named above shall be
free to deviate temporarily from other provisions of the General Agree-
ment. Section D provides that—under specified conditions—underde-
veloped countries in the second category named above may be released
from obligations imposed upon them by certain provisions of the agree-
ment. In general, section A provides—for underdeveloped countries in
the first category named above-—a special procedure for modifying or
withdrawing tariff concessions granted under the General Agreement
that is not generally available to other contracting parties, and section
B authorizes underdeveloped countries in the first category to employ—
under less stringent conditions than those that apply to more developed
countries—import restrictions for balance-of-payments reasons.?”

Section C of article XVIII provides that an underdeveloped country
in the first category named above may be released from obligations im-
posed on it by the General Agreement to the extent necessary to permit
it to apply proposed measures which have been approved by the Con-
tracting Parties. A release thus obtained permits such a contracting
party—in the interest of attaining certain specified objectives—to take
an action which otherwise would constitute a violation of the provisions
of the General Agreement.

Specifically, section C of articte XVIII provides that, if a contracting
party in the first category named above finds that governmenta! as-
sistance is necessary to establish a particular industry, but that no
measure consistent with the other provisions of the General Agrcement

* Sec. A of art. XVIII permits a contracting party to withdraw or modify a concession
in its schedule of the General Agreement after negotiating with contracting parties that
have a substantial interest therein. Sec. B authorizes underdeveloped countries to employ
import restrictions for balance-of-payments reasons, provided such restrictions do not
exceed the restrictions necessary to protect their monetary reserves. The provisions for
the use of such restrictions require all underdeveloped countries that apply new restric-
tions or intensify existing restrictions to consult with the Contracting Parties. Import
restrictions imposed for balance-of-payments purposes under art. XVIII are discussed in
the section of this chapter on the examination of quantitative import restrictions imposed
for balance-of-payments reasons.
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is practicable to attain that objective, it must notify the Contracting
Parties of the measure it proposes to take. If, within 30 days of such
notification, the Contracting Parties do not request consultation, the
contracting party shall be free to deviate from the relevant provisions
of other articles of the General Agreement to the extent necessary to
apply the proposed measure. Should the Contracting Parties request the
contracting party to consult with them concerning its proposed action,
and should the Contracting Parties concur in the proposed measure, the
contracting party shall be released from its obligations under relevant
provisions of other articles of the General Agreement to the extent
necessary to permit it to apply the proposed measure. Section C further
provides that if the Contracting Parties do not concur in the proposed
measure within 90 days after notification, the contracting party con-
cerned shall nevertheless be free to introduce the proposed measure after
informing the Contracting Parties.

Section D of article XVIII provides that if a contracting party in the
second category named above—that is, a contracting party whose econ-
omy is in the process of development—finds that governmental assistance
1s necessary to establish a particular industry, but that no measure
consistent with the other provisions of the General Agreement is prac-
ticable to achieve that objective, it may apply to the Contracting Parties
for approval of the measure it proposes to introduce. If the Contracting
Parties concur in the proposed measure, the contracting party concerned
shall be released from its obligations under the relevant provisions of
other articles of the General Agreement to the extent necessary to permit
it to apply the proposed measure.

Both sections C and D provide that if the proposed measure concerns
a product which is the subject of a concession in the General Agreement,
the contracting party concerned shall consult with the contracting party
with which the concession was initially negotiated, and with any other
contracting party determined by the Contracting Parties to have a
substantial interest therein. If the Contracting Parties agree that there
is no other practicable measure to achieve the objective, and if they are
satisfied that (1) agreement has been reached or (2) the contracting
party concerned has made all reasonable efforts to reach an agreement,
the contracting party concerned shall be released from its obligations to
the extent necessary to permit it to apply the proposed measure.

Second annual review of actions taken under article XVI1II

Paragraph 6 of article XVIII provides that the Contracting Parties
shall review annually all actions taken by contracting parties under the
provisions of sections C and D of the revised article XVIIL

During the first 6 months of 1958 Ceylon became the first country to
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obtain a release under the provisions of the revised article XVIIIL.®8
The panel that was appointed to conduct the second annual review of
actions taken under article XVIII noted that, since adoption of the
revised article XVIII, Ceylon had been granted releases with respect to
cotton sarongs, sarees, and cotton textiles; plywood tea chests; crown
corks; bicycle tires; toothbrushes; electric light bulbs; nails and screws;
and aluminum hollowware. The report of the panel covered only the first
two commodity groups mentioned. Actions with respect to the remaining
commodities were not examined because Ceylon had taken no action
with respect to the releases granted on four commodities, and releases
had been granted for the remaining two commodities as recently as
October 1959.3% The panel reported that production in Ceylon of plywood
tea chests, and of cotton sarongs, sarees, and cotton textiles had increased
since the first annual review of actions taken under article XVIII, but
that there was no immediate prospect that Ceylon could replace its
present restrictions on those commodities with alternative measures
available to it under other provisions of the General Agreement. At their
16th Session the Contracting Parties approved the panel’s report on the
second annual review of actions taken under article XVIII.

Releases from obligations considered at the 15th and 16th Sessions

At the 15th Session Ceylon notified the Contracting Parties that, in
the interest of establishing domestic industries, it proposed to take
additional actions under section C of article XVIII. The proposed actions
related to the importation of wood screws, aluminum hollowware, alumi-
num foil, ashestos cement products, and certain textile products. With
respect to certain textile products Ceylon proposed to modify the release
granted to it on those products at the 13th Session of the Contracting
Parties.4°

At their 15th Session the Contracting Parties referred Ceylon’s pro-
posals to a panel on article XVIII. The panel recommended that Ceylon
be granted releases on wood screws and aluminum hollowware, but that
action on releases for the remaining products be deferred until the 16¢th
Session. The delegate from Ceylon agreed with this procedure and stated
that, at the 16th Session, Ceylon would furnish additional data to sup-
port its request for releases on the remaining commodities.

# Ceylon, Cuba, Haiti, and India had previously been granted releases under the
original art. XVIII.

#® The two commodities for which releases were granted in October 1959 were nails and
screws, and aluminum hollowware.

“ The release granted by the Contracting Parties at the 13th Session had replaced all
previous releases granted to Ceylon on textile products. 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.
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During the 15th Session the panel also examined Cuba’s notification
under article XVIII regarding the continued application of import re-
strictions on henequen and sisal. The panel noted that Cuba had been
granted two 5-year releases with respect to these products, the last of
which expired on August 10, 1959. The panel felt that because Cuba’s
original release had been granted under the provisions of the old article
XVIII, a new release under section C of the revised article XVIII would
require careful consideration. Since the 15th Session was close to adjourn-
ment, the panel recommended that the matter be deferred until the 16th
Session.

At the 16th Session of the Contracting Parties a reconstituted panel
on article XVIII examined Ceylon’s request for releases on aluminum
foil, asbestos cement products, and certain textile products.®* The panel
recommended that Ceylon be granted releases on the first two products,
but that action be deferred on the release relating to certain textile prod-
ucts. The panel further recommended that the Contracting Parties au-
thorize the Intersessional Committee to grant Ceylon a release for certain
textile products after Ceylon had consulted with interested contracting
parties. The panel also examined Cuba’s request for a rclease on henequen
and sisal, and recommended that the original release for these products,
which expired on August 10, 1959, be extended until August 10, 1962,
with the understanding that any protection required by the domestic
industry after that date be provided by measures consistent with the
provisions of the General Agreement. The Contracting Parties adopted
the panel’s reports with respect to both Ceylon and Cuba, and approved
its recommendations.*2

Examination of Quantitative Import Restrictions Imposed for
Balance-of-Payments Reasons (Arts. XI-XV, XVIII)

The widespread use of quantitative restrictions on imports for balance-
of-payments reasons in the period immediately after World War II re-
sulted from the fact that many countries—in their attempts to restore
their war-damaged industries, to resume the development of their eco-
nomic resources, or to achieve full and productive employment—experi-
enced a high level of demand for imports that involved a threat to their
monetary reserves. The General Agreement on Tariffs and Trade, which
was drafted shortly after the end of the war, reflected the desire of the
Contracting Parties to make special provision—in the agreement itself—
for countries that faced balance-of-payments problems during the post-

This same panel conducted the second annual review of actions taken under art.
XVIi,

“ The Contracting Parties granted Ceylon a 2-year release on aluminum foil, rather
than the requested 3-year release, and a 3-year release on asbestos cement products.
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war period of adjustment. As the trading nations of the world have—
especially in the last several years—moved into a period of recovery, the
Contracting Parties have strongly urged individual contracting parties
to eliminate quantitative restrictions on imports when maintenance of
such restrictions is no longer justified for balance-of-payments reasons.

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

In essence, these six articles of the General Agreement impose on
contracting parties an obligation to forego the use of quantitative re-
strictions on imports except in the most compelling circumstances. Al-
though articles XII, XIV, and XVIII:B make it clear that balance-of-
payments difficulties may justify the resort to quantitative restrictions,
these articles also provide that a contracting party that resorts to such
restrictions must, in certain instances, consult with the Contracting
Parties regarding the nature and extent of the restrictions and their
justification. Furthermore, article XIV requires the Contracting Parties
to prepare an annual report on the discriminatory application of the
quantitative restrictions permitted by the provisions of that article.

Contracting parties that wish to apply discriminatory import restric-
tions may do so under the provisions of paragraph 1(b) of article XIV
of the General Agreement. Under the provisions of this paragraph, devia-
tion from the provisions of article XIII is permitted to the same extent
that it is permitted under article XIV of the Articles of Agreement of
the International Monetary Fund or under paragraph 6 of article XV of
the General Agreement, both of which provide for special exchange
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agreements. If, on March 1, 1948 a contracting party was applying—
for balance-of-payments reasons—import restrictions that were not in
accord with rules of nondiscrimination as set forth in article XIII, and
would not have been permitted in their entirety under paragraph 1(b)
of article XIV, it could nevertheless elect to continue to apply such
restrictions under paragraph 1(c) of that article, and could adapt such
deviations to changing circumstances. If a contracting party did not
wish to be bound by the provisions of paragraphs 1(b) and 1(c) of
article XIV of the General Agreement, and had signed the Protocol. of
Provisional Application before July 1, 1948, it could elect to be governed
by the provisions of annex ] to the General Agreement.

By electing to be bound by the aforementioned provisions of annex J,
a contracting party has the advantage of being permitted to apply re-
strictions that are not permitted to members of the International Mone-
tary Fund under paragraph 1(b) of article XIV of the General Agree-
ment. In return, it must consult annually with the Contracting Parties
on these discriminatory restrictions, and must adhere to the limiting re-
quirements of annex J. By deciding to apply certain of its restrictions
under the provisions of paragraph 1(c), a contracting party has the
advantage of being permitted to do so, when it is not permitted to do so
under paragraph 1(b) as a member of the International Monetary Fund.
In return it must consult annually with the Contracting Parties on those
restrictions that exceed the limits set forth in paragraph 1(b). This
latter alternative is useful to those contracting parties that wish to dis-
tinguish between the discriminatory restrictions they apply for balance-
of-payments reasons under the International Monetary Fund Agreement
—on which they may not wish to consult with the Contracting Parties—
and those they apply for other reasons. These contracting parttes, there-
fore, have an advantage in that only the discriminatory restrictions they
apply under paragraph 1(c) of article XIV of the General Agreement
become the subject of the required consultations.

Consultations under articles XII and XVIII:B

Articles XII and XVIII:B of the General Agreement provide for
consultations under varying circumstances with respect to quantitative
restrictions that contracting parties apply for balance-of-payments pur-
poses under the provisions of those articles. 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 restrictions. Second, all contracting parties that
apply import restrictions under article XII must—beginning in 1959—
consult annually with the Contracting Parties; if the restrictions are
being applied under article XVIII:B, the contracting parties applying
them must—beginning in 1960—consult every 2 years. In either instance
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the consultations are to cover the nature of the country’s balance-of-
payments difficulties, possible alternative corrective measures, and the
effect of the particular country’s restrictions on the economies of other
contracting parties.

During their 13th Session in 1958 the Contracting Parties, following
the recommendations of the working party on balance-of-payments re-
strictions, appointed a committee on balance-of-payments restrictions
to carry out the consultations scheduled for 1959. The Contracting Parties
also agreed that the consultations would be held in three rounds, during
each of which several contracting parties would consult.

The first round of consultations—those with France, New Zealand,
the Union of South Africa, and the United Kingdom—was held during
the 14th Session of the Contracting Parties in May 1959.4 Later in the
session the Contracting Parties approved the reports on the consultations
with those four countries.

At the 15th Session of the Contracting Parties in October—-November
1959 the committee on balance-of-payments restrictions submitted re-
ports to the Contracting Parties on the consultations under article XII -
with Australia, Austria, Finland, Denmark, Japan, Norway, the Feder-
ation of Rhodesia and Nyasaland, and Sweden. The committee felt that
it would not be appropriate to hold consultations with Italy under article
XII, but did submit a short report relating to that country’s position
with respect to balance-of-payments import restrictions. The Italian
representative stated that his country had eliminated most of its import
restrictions and that it would report to the Contracting Parties on the
remaining restrictions at a later session. The Contracting Parties adopted
the reports and suggested that the report on Italy be postponed until a
later session.

At the 16th Session of the Contracting Parties, held during May—June
1960, the committee on balance-of-payments restrictions submitted re-
ports on the first consultations under the provisions of article XVIII:B—
those with Greece and India. The consultation with Malaya, scheduled
for May 1960, was canceled because that country no longer maintained
restrictions under the exceptions provided in article XVIII:B. Late in
the 16th Session a number of delegations, including that of the United
States, stated that their countries were considering a request to consult
with Italy under article XII concerning that country’s remaining quan-
titative restrictions on imports. At the 16th Session the committee on
balance-of-payments restrictions also submitted reports on four more
consultations under article XII—those with Austria, Brazil, Uruguay,
and the Union of South Africa. No consultation was held with the United

“In February 1959 the Netherlands eliminated all the quantitative restrictions that it
maintained for balance-of-payments purposes, thereby obviating the need for consultation.
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Kingdom because that country had notified the Contracting Parties that
it had eliminated its import restrictions to such an extent that it no
longer needed to resort to the provisions of article XII. The Contracting
Parties adopted the reports submitted by the committee on balance-of-
payments restrictions under the provisions of articles XI1 and XVIII:B.

Consultations under article XIV

Article XIV of the General Agreement provides for exceptions to the
rule of nondiscrimination in the imposition and administration of quan-
titative restrictions on imports. Paragraph 1(g) of that article requires
contracting parties that maintain such discriminatory restrictions to
consult annually with the Contracting Parties if the restrictions are being
applied pursuant to the provisions of paragraph 1(c) of article XIV or
pursuant to the provisions of annex J. Such consultations concentrate on
the technical details of the restrictions, such as their discriminatory
effects. . '

At the 15th Session of the Contracting Parties in 1959 the committee
on balance-of-payments restrictions reported that it had held consulta-
tions under article XIV:1(g) with a number of contracting parties. The
committee’s formal reports on its consultations with Australia and the
Federation of Rhodesia and Nyasaland noted that both of those con-
tracting parties had taken important steps to eliminate discriminatory
restrictions. Both countries, however, still maintained some residual
restrictions—Australia under article XIV:1(b) and (c¢) and the Federa-
_tion of Rhodesia and Nyasaland under the provisions of annex J. The
committee also noted that a number of other contracting parties had
taken steps to remove import restrictions that they maintained for
balance-of-payments reasons, or had made such restrictions less discrim-
inatory. Among these contracting parties were Denmark, Finland, France,
Ghana, India, Italy, Japan, the Federation of Malaya, the Netherlands,
New Zealand, Norway, Sweden, and the United Kingdom.

Tenth annual report on discriminatory application of quantitative import restrictions

(art. XIV)

Paragraph 1(g) of article XIV requires contracting parties that are
applying discriminatory quantitative restrictions under paragraph 1(c)
of article XIV or annex ] to consult annually with the Contracting
Parties. Besides these consultations, which must be initiated by the
contracting parties, paragraph 1(g) of article XIV requires the Con-
tracting Parties to report annually on these same discriminatory quan-
titative restrictions and, in addition, on those being applied pursuant to
the provisions of paragraph 1(b) of article XIV.

The draft of the tenth annual report on the discriminatory application
of quantitative import restrictions was submitted by the Secretariat to
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the Contracting Parties at their 15th Session during October—-November
1959. The report indicated that 19 contracting parties were applying
import restrictions for balance-of-payments reasons with some degree of
discrimination, as permitted under article XIV or annex J.** The report
noted that, because of the move toward external convertibility at the
end of 1958 by countries in Europe and elsewhere, the consultations in
1959 had assumed special importance. The report concluded that many
countries were working seriously toward the elimination of discriminatory
practices in the application of import restrictions they maintain for
balance-of-payments reasons.

Later in their 15th Session the Contracting Parties referred the draft
report to the committee on balance-of-payments restrictions for exami-
nation and completion. In the final report, which the Contracting Parties
accepted, they took note of the October 23, 1959, decision of the Inter-
national Monetary Fund pertaining to discriminatory restrictions em-
ployed for balance-of-payments reasons. They also reaffirmed that the
elimination of discrimination applied under article XIV is a vital step
toward the achievement of the objectives of the General Agreement and
the expansion of international trade, and stated that there was a con-
sensus that the remaining discrimination applied under article XIV
should quickly be eliminated.

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

In their so-called hard-core decision of March 5, 1955, the Contracting
Parties decided that when a contracting party was no longer entitled to
maintain quantitative import restrictions to safeguard its balance-of-
payments position it could request the Contracting Parties to grant it a
temporary waiver from its obligation to immediately eliminate such
restrictions. The decision provided that the Contracting Parties might
approve the continuation by a contracting party of such restrictions to
the extent necessary to enable it to overcome the transitional problems
involved in eliminating them. Under the decision, application of such
restrictions could be continued for a maximum of 5 years. The decision
stipulated, however, that requests for continued application of restric-
tions must be submitted to the Contracting Parties not later than De-
cember 31, 1957.

At the 12th Session in 1957 Austria proposed that the deadline for
applications under the provisions of the hard-core decision be extended.

“The 19 countries were Australia, Austria, Brazil, Burma, Chile, Denmark, Finland,
France, Greece, India, Japan, New Zealand, Norway, Sweden, Uruguay, Ghana, the
Federation of Malaya, the Federation of Rhodesia and Nyasaland, and the United King-
dom. The last four countries mentioned applied their controls under annex J; the others
maintained import restrictions under art. XIV, par. 1(b), par. 1(c), or both 1(b) and

1(c).
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According to the representatives of Austria and other contracting parties,
some contracting parties were still applying restrictions for balance-of-
payments reasons and would not be obligated to eliminate them for some
time after the deadline provided in the hard-core decision. If the deadline
in the hard-core decision was not extended, these countries would not be
able to avail themselves of the transitional provision for continued ap-
plication of restrictions.

After discussing the problem, the Contracting Parties decided to ex-
tend until December 31, 1958, the deadline for requests for the continued
application of quantitative restrictions for transitional reasons.*® At their
13th Session in 1958 the Contracting Parties further extended the dead-
line for a period of 1 year—until December 31, 1959. At their 15th Session
in October—-November 1959 the Contracting Parties again extended the
deadline an additional year—until December 31, 1960—and agreed to
review the problem again during 1960.

Preparations for consultations during 1960

Toward the end of the 15th Session of the Contracting Parties in
October~November 1959 the committee on balance-of-payments restric-
tions submitted its report on plans for the consultations scheduled to be
held during 1960 with countries that maintain quantitative restrictions
on imports for balance-of-payments reasons. In its report the committee
proposed the continuance of most of the procedures that had been em-
ployed for the consultations held in 1959. Because of the large number of
contracting parties that still maintained import restrictions for balance-
"of-payments reasons, the committee recommended a full-scale schedule
of consultations during 1960. Consultations were scheduled with 12 con-
tracting parties under the provisions of article XII:4(b), with 9 con-
tracting parties under the provisions of article XVIII:12(b), and with
6 contracting parties under the provisions of article XIV:1(g).

REGIONAL ECONOMIC ARRANGEMENTS

Article XX1IV 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
agreement. A customs union is defined by article XXIV of the General
Agreement as the substitution of a single customs territory for two or
more such territories so that duties and other trade restrictions (with
specified exceptions) are eliminated with respect to substantially all
the trade between the constituent territories of the union, or at least
with respect to substantially all the trade originating in such territories,
and that substantially the same duties and other regulations of com-

“The decision to extend the time limit was approved by the majority vote specified
in art. XXV:5(1).
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merce are applied by each of the members of the union to the trade of
territories not included in the union. A free-trade area, on the other hand,
is defined as a group of two or morec customs territories in which the
duties and other restrictive regulations of commerce are (with specified
exceptions) eliminated on substantially all the trade between the con-
stituent territories in products originating in such territories. Since a
fundamental aim of the General Agreement on Tariffs and Trade has
always been the liberalization of international trade, the Contracting
Parties are empowered—under the provisions of paragraph 10 of article
XXIV—to approve by a two-thirds majority proposals which do not
fully comply with the requirements-of paragraphs 5 through 9 of article
XXI1V, provided such proposals lead to the formation of a customs union
or free-trade area in the sense of article XXIV.

Customs unions and free-trade areas represent two different approaches
to the problem of integrating the trade and commercial policies of groups
of countries. The two approaches are alike in that they aim to abolish
tariffs and other barriers to trade between the participating countries.
The primary difference between the two is that countries participating
in a customs union maintain, or plan to eventually maintain, a common
tariff and common external quantitative trade restrictions vis-a-vis all
outside countries, whereas the participants in a free-trade area retain
their own freedom with respect to the level of their external tariffs and
with respect to the use of external quantitative trade restrictions.

During the period covered by this report the Contracting Parties took
actions with respect to four customs unions or free-trade areas—the
European Economic Community or Common Market, the European Free
Trade Association, the Latin American free-trade area, and the Nic-
aragua-El Salvador free-trade area.* Nicaragua’s seventh annual report
on the operation of the Nicaragua—El Salvador free-trade area has been
discussed in an earlier section of this chapter. The actions of the Con-
tracting Parties with respect to the other three regional arrangements
mentioned above are discussed below.*”

European Economic Community

In June 1955, with a view to more closely integrating their economies,
the six members of the European Coal and Steel Community—Belgium,
France, West Germany, Italy, Luxembourg, and the Netherlands—

“On Sept. 5, 1959, France and Tunisia abrogated the Franco-Tunisian Customs Union,
which was established on June 3, 1955, and replaced it with a Franco—Tunisian trade
agreement, which entered into force on Oct. 1, 1959, For details of the Franco—Tunisian
Customs Union, see Operation of the Trade Agreements Program: 10th report, pp. 43—44;
12th report, p. 50.

* For a detailed discussion of the historical development of these three regional arrange-
ments, see Operation of the Trade Agreements Program, 12th report, pp. 134-166.
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agreed to study the possibility of creating a customs union, to be known
as the European Common Market, as well as a European community for
the exploitation of atomic energy ( Euratom). The efforts of these coun-
tries culminated in the signing of treaties for the Common Market and
Euratom in Rome on March 25, 1957.

In November 1956, at their 11th Session, the Contracting Parties
discussed the problems associated with the creation of the Common
Market. At that time some contracting parties expressed concern that,
without proper regulation, the common external tariff of the Common
Market might become more protective than were the former tariffs of
its individual members. The Contracting Parties noted that the six
contracting parties concerned were prepared to submit the Common
Market Treaty to them for consideration before its ratification, in ac-
cordance with the procedures set forth in article XXIV of the General
Agreement, The Contracting Parties therefore directed the Intersessional
Committee to follow the developments with respect to the Common
Market closely and to report on them at the 12th Session.

Because of the rapid progress that the six countries of the European
Economic Community had made in drafting and signing the Common
Market Treaty, the Intersessional Committee, meeting in April 1957,
established a procedure whereby individual contracting parties might
submit questions concerning the treaty to the member countries of the
Common Market. As a result of these questions, and the answers thereto,
the Intersessional Committee submitted a report to the Contracting
_ Parties on some of the issues involved and made some procedural sug-
gestions for further examination of the treaty.

Early in their 12th Session the Contracting Parties extended the au-
thority of the Interscssional Comimittee to examine the Common Market
Treaty with special reference to its relationship to the General Agree-
ment, the problems likely to arise in its application, and the promotion
of effective cooperation between the Common Market countries and the
non-Common Market contracting parties to the General Agreement. At
the ministerial meetings held later in the session, the ministerial repre-
sentatives gave preliminary consideration to the relationship between
the European Economic Community and the General Agreement. Follow-
ing this consideration the Contracting Parties established a working
party to examine this relationship and report its findings to the Interses-
sional Committee. The working party in turn established four subcom-
mittees to consider the following subjects relating to the Common Market
Treaty: (1) Arrangements provided in the treaty with respect to tariffs;
(2) the use of quantitative restrictions; (3) the trade in agricultural
products; and (4) the association of overseas territories with the Com-
mon Market.
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Because of the lack of time at the 12th Session, the subcommittees
reached no definite conclusions on the treaty. For this and other reasons,
the working party recommended to the Contracting Parties that the
treaty be further considered by the Intersessional Committee. It also
recommended that, for the purpose of examining the treaty between the
12th and 13th Sessions, the Intersessional Committee be composed of
representatives from all the contracting parties. At their 12th Session the
Contracting Parties adopted the recommendations of the working party.

The Common Market Treaty became effective on January 1, 1958;
and at its next meeting, in April 1958, the Intersessional Committee
continued its examination of the provisions of the treaty. So that it
might consider the proposed procedures for the European Economic
Community’s tariff negotiations with other contracting parties, provided
for under article XX1V:6 of the General Agreement, the Committee
asked the Community to provide it—before July 1, 1959—with a copy
of the Community’s common external tariff and certain other related
information. After discussing matters such as the common external tariff,
quantitative restrictions, the agricultural provisions, and the association
of overseas territories, the Committee concluded that it was more im-
portant to give immediate attentiorr to the specific and practical prob-
lems involved in the creation of the Common Market than to questions
concerning the compatibility of the Common Market Treaty with article
XXIV of the General Agreement. The Committee also concluded that
the procedures set forth in article XXII, which provide for joint con-
sultations by contracting parties, were appropriate for dealing with
questions concerning the association of overseas territories with the-Com-
mon Market. The Committee noted the statement of the European
Economic Community that formation of its agricultural policy would
require several years, and suggested that the Community continue to
keep the Contracting Parties informed of its progress in developing such
a policy.

At the 13th Session of the Contracting Parties in 1958 the contracting
parties generally agreed with the Intersessional Committee’s conclusion
that it would be preferable to defer judgment on the compatibility of the
Common Market Treaty with article XXIV of the General Agreement
and that specific problems should be dealt with under the consultation
provisions of article XXII as they might arise. To that end, the Con-
tracting Parties approved the Intersessional Committee’s recommenda-
tion on procedures for consultations under article XXII.

Pursuant to these procedures the Contracting Parties held consultations
during the 13th and 14th Sessions on the effect of association of overseas
territories with the European Economic Community on the trade in
bananas, cocoa, coffee, sugar, tea, and tobacco. During the 14th Session,
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Australia advised the Contracting Parties that it had requested the
member states of the European Economic Community to consuit with
respect to the trade in lead, zinc, and aluminum. The request was made
in order to permit representatives of non-Common Market countries to
express their views before the Common Market established its common
tariff on lead and zinc ores and concentrates.

At their 14th Session the Contracting Parties agreed that should the
European Economic Community submit a report in accordance with the
provisions of article XX1IV:7 of the General Agreement, the Contracting
Parties would place the matter on the agenda for their next session. If
the Common Market should not submit such a report, other contracting
parties would have the privilege of requesting that the matter be included
on the agenda. In order to give all interested contracting parties full
opportunity to exercise this privilege, the Contracting Parties agreed to
inform them in advance whether or not the Common Market planned
to submit a report.

At the 15th Session of the Contracting Parties, held in October-No-
vember 1959, the representative of the Common Market stated that
although the European Economic Community was not at that time
required to submit a report under the ptovisions of article XXIV:7, the
Common Market wished to provide—on its own initiative—a statement
of its accomplishments since January 1, 1959. The representative noted
the various duty reductions and quota changes that are provided for in
the treaty and those that were implemented when the treaty entered into
- force. He also stated that the Common Market intended to move toward
a position of freer trade; to maintain trade with third countries at the
highest possible level without discrimination; and to increase the trade
in agricultural products within the community. Various individual con-
tracting parties expressed their desire to have the remarks of the Com-
mon Market representative published and circulated. The Contracting
Parties agreed with this procedure, and the remarks were circulated late
in the 15th Session.

At the 16th Session, in May-June 1960, the representative of the
European Economic Community provided the Contracting Parties with
a second statement, which covered the activities of the Common Market
since the 15th Session. Among the important developments during that
period, he stated, were the Community’s progress in establishing a com-
mon agricultural policy and the Community’s continuing efforts to solve
the problems relating to underdeveloped countries. According to him,
the Commission of the European Economic Community had submitted
its completed proposals relating to a common agricultural policy to the
Community’s Economic and Social Committee and to its Council. The
Economic and Social Committee had then prepared a document that
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defined its position with respect to the proposals and had transmitted
it to the Commission of the European Economic Community in May
1960. The proposals had then been discussed in the European Parlia-
mentary Assembly. The Council of Ministers of the Community, meeting
on May 12, 1960, had adopted the following schedule for considering the
proposals: The first proposals were to be submitted by June 1960, and
the first general discussion was to be concluded by July 1960. An ad hoc
committee was then to be established to prepare the Council’s decisions,
and was to submit its first report before October 15, 1960.

The Contracting Parties discussed the matters mentioned by the repre-~
sentative of the European Economic Community during plenary sessions.
Most of the individual contracting parties were encouraged by the prog-
ress of the Common Market, but many felt that the Common Market
Treaty should again be placed on the agenda for discussion at the 17th
Session. Some contracting parties expressed their continued concern
about such matters as the trade of the Common Market with overseas
territories, the trade of the Common Market with underdeveloped coun-
tries, and the level of the European Economic Community’s common
external tariff. The Contracting Parties noted the questions raised by
individual contracting parties and agreed that the Common Market
Treaty should be placed on the agenda for discussion at the 17th Session.
They also agreed that if the Commission of the European Economic
Community were to continue its policy of submitting statements on its
recent achievements at sessions of the Contracting Parties, such state-
ments should be published and distributed in advance to all interested
contracting parties.

European Free Trade Association

By June 1956 a movement was underway within the Organization for
European Economic Cooperation (OEEC) to form an association em-
bracing not only the members of the European Common Market, but also
members of OEEC that were not included in the Common Market. The
OEEC decided that such an association should take the form of a Euro-
pean free~trade area, within which the six-member Common Market
would function as a single member.

At the April 1957 meeting of the Intersessional Committee the Deputy
Secretary General of OEEC informed the Committee that on February
13, 1957, the Council of Ministers of OEEC had decided to begin negotia-
tions to establish a free-trade area. At their 12th Session the Contracting
Parties directed the Intersessional Committee to keep informed on the
free-trade-area negotiations, to act on behalf of the Contracting Parties

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

The ministerial-level OEEC intergovernmental committee for negoti-
ating a free-trade area, which was under the chairmanship of Mr. Reginald
Maudling, of the United Kingdom, met during the period November
1957-December 1958. While the committee was able to agree on less
important questions, it became clear as the discussions progressed that
ther- - vre irreconcilable differences between France’s desire for a com-
mon external tariff and the United Kingdom’s preference for individual
external tariff arrangements. In December 1958 the negotiations collapsed.
The prolonged negotiations of the Maudling committee, however, had
drawn together certain of the non-Common Market countries—the
United Kingdom, Norway, Sweden, Denmark, Switzerland, and Austria
—and the possibility of establishing some kind of alternative free-trade
arrangement, in the event of failure to reach a broad agreement among all
OEEC countries, had been discussed for some time. What finally emerged
was the concept of a free-trade association embracing the six countries
mentioned above, which had become known as the “Outer Six.” With
the subsequent addition of Portugal, the group became known as the
“Quter Seven.”

On March 18, 1959, experts from the Outer Seven met in Stockholm
to examine the possibility of joining the seven countries in a limited
free-trade association. On June 1, 1959, offictals of the seven countries
again met in Stockholm and drafted, for consideration by their govern-
ments, a plan for a European Free Trade Association (EFTA). The
agreement was drafted by senior officials of the participating countries on
September 19 and 20, 1959, and representatives of the participating
countries initialed it on November 20, 1959.48

On November 11, 1959, the Swedish representative at the 15th Session
of the Contracting Parties—speaking on behalf of the seven EFTA coun-
tries at a meeting of the heads of delegations—stated that the seven
countries would submit the text of the EFTA convention to the Contract-
ing Parties promptly after it had been signed. The Swedish representative
suggested that, since little time remained before the initial tariff reduc-

* For the provisions of the EFTA convention, see ch. 4.
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tions comtemplated by EFTA were to take effect, the Contracting Parties
might employ the same method of examining the EFTA convention that
they had used in examining the Common Market Treaty. Since the 15th
Session was already underway, the Executive Secretary of the Contract-
ing Parties suggested, and the Contracting Parties approved, a procedure
for examining the EFTA convention. The procedure provided for dis-
tributing the text of the convention to individual contracting parties by
the end of 1959. Individual contracting parties were then to submit
questions to the Secretariat, which, in turn, would transmit them to the
EFTA countries concerned. The replies were to be distributed to indi-
vidual contracting parties in March 1960, and the Intersessional Com-
mittee was then to be convened to discuss the EFTA convention.

Early in their 16th Session, which was held in May—June 1960, the
Contracting Parties appointed a working party to examine the provisions
of the EFTA convention in the light of the relevant provisions of the
General Agreement, and to study—with particular reference to article
XXIV—the provisions of the agreement under which the Contracting
Parties should consider the EFTA arrangement. The report, which the
working party submitted later in the 16th Session, covered the following
principal topics: The provisions of the EFTA convention and their effects
on trade; the effects of the provisions of the EFTA convention on the
preferential systems to which member states are parties; quantitative
restrictions on imports; quantitative restrictions on exports; agriculture
and fisheries; and the question of the consistency of the EFTA conven-
tion with article XXIV of the General Agreement. In the concluding
paragraph of the report, the working party stated that, because of the
limited time available to it, it could not make recommendations to the
Contracting Parties concerning either the compatibility of the EFTA
convention with the General Agreement or the manner in which specific
provisions in both documents might be considered by the Contracting
Parties. Most of the contracting parties that participated in the plenary
meetings of the 16th Session commented favorably on the formation of
the proposed free-trade area and on its general purpose. Several con-
tracting parties, however, were not satisfied with certain provisions of the
EFTA convention, notably those that related to agriculture and quan-
titative restrictions. The Contracting Parties adopted the report of the
working party, and suggested that the EFTA convention be placed on
the agenda for discussion at their 17th Session.

Latin American Free-Trade Area

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

Although the idea of establishing a Latin American regional market
goes back at least to 1949, the greatest impetus to its development came
with the signing of the Treaty for the European Economic Community,
or Common Market, in 1957. At their 13th Session in 1958 the Con-
tracting Parties were informed that on October 31, 1958, a majority of
the Latin American countries had signed a joint declaration (the so-
called Rio Declaration) stating the intention of Latin American coun-
tries to promote trade expansion within the area, to cooperate more
closely in economic matters, and ultimately to join in a regional market.
Brazil and Chile informed the Contracting Parties that they intended
to conclude arrangements with Argentina looking toward the integration
of the economies of the three countries, and that other Latin American
countries would be free to adhere to these arrangements when they were
in a position to do so. Brazil and Chile undertook to notify the Contract-
ing Parties of further developments with respect to the proposed ar-
rangements. The Contracting Parties noted the statements made by
Brazil and Chile and reminded them that the proposed arrangements
should be compatible with the spirit and objectives of the General
Agreement.

At the 14th Session, Brazil, Chile, and Uruguay informed the Con-
tracting Parties that, together with Argentina, they had examined several
alternative solutions to the trade problems that face them and had
prepared a draft of a free-trade-area arrangement. They stated that the
draft arrangement had been examined by other interested Latin Ameri-
can countries and that when a final draft had been agreed upon, it would
be opened for signature by Latin American countries and then submitted
to the Contracting Parties for their consideration.

During their 15th Session the Contracting Parties received a com-
munication from the delegations to the Montevideo Conference con-
cerning the proposed Latin American free-trade area.*® The communica-
tion stated that the first period of sessions of the Montevideo Conference
—held during the period September 16-30, 1959--had been completed,
and that the text of a draft treaty, approved by the participating govern-
ments, was being transmitted for consideration by the Contracting
Parties. The Contracting Parties discussed the proposal for a Latin

*The communication was sent by the delegations of Brazil, Chile, Peru, and Uruguay,
and by the observers from Argentina and Bolivia.
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American free-trade area at a plenary session. During the discussion the
four contracting parties to the General Agreement that proposed to
participate in the free-trade area—Brazil, Chile, Peru, and Uruguay—
stated that final consideration of the treaty would take place during
February 1960, and that shortly thereafter they would submit a final
text of the treaty to the Contracting Parties.

At their 16th Session the Contracting Parties noted that the four
Latin American contracting parties mentioned above had joined with
Argentina, Mexico, and Paraguay as signatories to a treaty for the
establishment of a Latin American free-trade area.’® The treaty was
signed in Montevideo on February 18, 1960, and was then submitted to
the Contracting Parties for examination under article XXIV:7. On
March 14, 1960, the Contracting Parties distributed the text of the
Montevideo Treaty to the contracting parties and—utilizing the proce-
dure that had been employed in examining other treaties establishing
regional groupings—invited individual contracting parties to submit any
questions they might have concerning the provisions of the treaty and
its implementation. On the basis of the questions received, the Secretariat
of the Contracting Parties prepared and submitted questionnaires to the
member countries of the Latin Anterican free-trade area. The replies to
the first questionnaire were received during the 16th Session, before the
Contracting Parties began their discussion of the Montevideo Treaty.

At a plenary session of the Contracting Parties the Chilean delegate
spoke on behalf of the seven member countries of the Latin American
free-trade area. He stated that the free-trade area contemplated by the
treaty would result in increased trade among the seven countries without
impairing the obligations of the four member countries that are also
contracting parties to the General Agreement. Other contracting parties
that participated in the discussion indicated their general support for the
idea of a Latin American free-trade area. They recommended, however,
that the Contracting Parties establish a working party to examine the
Montevideo Treaty and its relationship to the General Agreement. The
Contracting Parties therefore established a working party to examine the
provisions of the Montevideo Treaty—in the light of the relevant pro-
visions of the General Agreement-—and to report to the Contracting
Parties at the 17th Session. Membership on the working party is to be
open to all interested contracting parties to the General Agreement.
Argentina, Mexico, and Paraguay, which are signatories to the Monte-

% Although Bolivia participated in the negotiations which resulted in the draft treaty,
it did not sign the Montevideo Treaty. Bolivia was therefore given until Mar. 31, 1961,
to accede to the treaty as a signatory state. Should it not accede as a signatory state by
that date, Bolivia could become a member of the Latin American free-trade area under
the provisions of art. 57 of the Montevideo Treaty.
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video Treaty but not contracting parties to the General Agreement were
also invited to participate in the activities of the working party.5

PROPOSED ACCESSICNS TO THE GENFRAL AGREEMENT
Articles XXVI:5(c) and XXXIII of the General Agreement on Tariffs

and Trade set forth the conditions under which countries may accede
to that agreement. Article XXVI:5(c) provides that if any customs
territory, in respect of which a contracting party has accepted the
General Agreement, possesses or acquires full autonomy in the conduct
of its external commercial relations and of the other matters provided
for in the agreement, such territory shall, upon sponsorship through a
declaration by the responsible contracting party establishing the above-
mentioned fact, be deemed to be a contracting party to the agreement.
Article XXXIII provides that a government not party to the General
Agreement, or a government acting- on behalf of a separate customs
territory possessing full autonomy in the conduct of its external com-
mercial relations and of the other matters provided for in the agreement,
may accede to the agreement, on its own behalf or on behalf of that
territory, on terms to be agreed between such government and the Con-
tracting Parties. Article XXXIII further provides that decisions taken
by the Contracting Parties under its provisions shall be by a two-thirds
majority.

During the period covered by this report the Contracting Parties took
actions with respect to the proposed accession to the General Agreement
* of Switzerland, Yugoslavia, Tsrael, Poland, Tunisia, Spain, and Portugal.
They also arranged for consultations with two newly independent coun-~
tries—the Republic of the Cameroons and the Republic of Togoland—
looking toward their possible accession to the agreement.

Application of the Agreement to Newly Independent Countries

Under the provisions of paragraph 5(c) of article XXVI of the General
Agreement, a country that acquires full autonomy in the conduct of its
commercial relations and other matters, and to which the provisions of
the General Agreement have applied before its independence, may be
sponsored as a contracting party by the country that grants it inde-
pendence. Three countries have become contracting parties to the Gen-
eral] Agreement under this provision—Indonesia in 195052 and Ghana
and Malaya in 1957. Questions have arisen, however, concerning the
application of the General Agreement to certain other countries that have

# For a detailed discussion of developments with respect to the Latin American free-
trade area, see ch. 4 of this report.

**Indonesia became a contracting party under the provisions of the original art.
XXVI:4(c), which are identical with those of the revised art. XXVI:5(c).
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recently attained their independence. For example, because of the lapse
of time since several customs territories became independent from France,
some contracting parties have questioned whether those territories could
become contracting parties in their own right through the sponsorship
provision of article XXVI and, therefore, whether the Contracting Parties
should continue to apply the provisions of the General Agreement to the
trade of those territories.

To eliminate this uncertainty about the application of the provisions
of the General Agreement, the Contracting Parties at their 12th Session
revised the sponsorship procedure. They agreed to establish a specific
time limit for sponsorship of each newly independent country at the first
regular session following notification that the particular customs territory
had acquired commercial autonomy. Until the specified time limit expires,
contracting parties will be obligated to apply de facto the General Agree-
ment to the trade of that territory, provided the territory continues to
apply de facto the General Agreement to the contracting parties.

At their 16th Session France notified the Contracting Parties that the
Republic of the Cameroons and the Republic of Togoland—formerly
territories under French control—had acquired full autonomy in the
conduct of their external affairs beginning January 1, 1960, and April 27,
1960, respectively. Inasmuch as France had applied the General Agree-
ment on behalf of these two territories from 1948 until they became inde-
pendent, the Contracting Parties authorized the Executive Secretary to
conduct consultations with the two new countries and with France, as
provided for under article XXVI:5(c) of the General Agreement, and to
report on the results of the consultations at the 17th Session.53

Guinea

At the 14th Session in May 1959, France notified the Contracting
Parties that Guinea had acquired full autonomy in the conduct of its
external commercial relations. The Contracting Parties noted that the
Executive Secretary was, therefore, authorized to conduct consultations
with Guinea and France pursuant to the provisions of article XXVI:5(¢).

During the 15th Session of the Contracting Parties in October~-Novem-
ber 1959 the Government of Guinea informed the Executive Secretary
that, because it was in the process of revising its foreign-trade policy and
its customs tariff, it desired to maintain the status quo. The Executive
Secretary thereupon proposed that the Contracting Parties consider
taking action with respect to Guinea under the provisions of article
XXVI:2. After discussion, the Contracting Parties on November 19,

®For a discussion of earlier actions taken under art. XXVI:5(c) after its revision
during the 12th Session of the Contracting Parties, see Operation of the Trade Agree-
ments Program, 12th report, pp. 52-53.
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1959, adopted a resolution under which those contracting parties that
wish to do so would continue for a period of 2 years to apply de facto the
General Agreement in their relations with Guinea, provided Guinea
applies de facto the General Agreement to them. At any time during the
2-year period the Government of Guinea may advise the Contracting
Parties of its decision as to its future relationship to the General Agree-
ment.

Switzerland

On September 15, 1956, Switzerland asked the Contracting Parties to
consider—at their 11th Session—its provisional accession to the General
Agreement. Switzerland recognized the existence of certain special prob-
lems in connection with its accession; therefore it limited its request to
a provisional accession, so that during the period of provisional accession
it could enter into consultations with the Contracting Parties with a view
to finding solutions to these problems. The Swiss Government pointed
out that tariff negotiations, which are prerequisite to definitive accession,
would be possible after the Swiss Federal Council and the Swiss Parlia-
ment had approved a revision of the Swiss customs tariff. The Contracting
Parties approved Switzerland’s request that it be permitted to undertake
tariff negotiations with a view to provisional accession to the General
Agreement, and directed the Intersessional Committee to establish a
negotiations committee to draft the declaration relating to Switzerland’s
provisional accession.

At the 13th Session of the Contracting Parties in 1958, Switzerland
reported that it had concluded negotiations with a number of contracting
parties. On November 22, 1958, therefore, the Contracting Parties opened
for signature a Declaration on the Provisional Accession of the Swiss
Confederation to the General Agreement on Tariffs and Trade® The
declaration, which was to be signed by Switzerland and those contracting
parties that wished to do so, provided that trade between the signatories
and Switzerland would be governed by the terms of the declaration. The
declaration also provided for entry into force of the tariff concessions
that resulted from the negotiations mentioned above. Under the declara-
tion, commercial relations between Switzerland and the participating
contracting parties were to be based on the provisions of the General
Agreement, but were subject to certain reservations by Switzerland and
to such reservations as might be made by other signatories to the decla-

® For the full text of the declaration, see Contracting Parties to GATT, Basic Instru-
ments . . ., 7th supp., Sales No.: GATT/1959-1, Geneva, 1959, pp. 19-21. By a decision
of the Contracting Parties at their 14th Session, the declaration was to be open for signa-
ture by Switzerland and contracting parties until the end of the 15th Session.



JULY 1959-JUNE 1960 b3

ration.% The Contracting Parties decided that the provisions of the
declaration would be effective until December 31, 1961—subject to the
possibility of extension by mutual consent of the parties to the declara-
tion—or until such time as Switzerland definitively accedes to the General
Agreement, whichever occurs first. On November 22, 1958, the Con-
tracting Parties also adopted a resolution inviting Switzerland to partici-
pate in the work of the Contracting Parties. The resolution will remain
in effect until Switzerland accedes to the General Agreement under the
provisions of article XXXIII or until December 31, 1961, whichever
occurs first—subject to the possibility of extension by the Contracting
Parties. Switzerland accepted the invitation and began to participate in
the work of the Contracting Parties at the end of the 13th Session in
1958.

At their 14th Session the Contracting Parties noted that no objection
had been raised against a proposal to extend the closing date for signature
or acceptance of the Swiss declaration and that, as a result, the Executive
Secretary was authorized—notwithstanding the provisions of paragraph
7 of the declaration—to receive acceptances up to the end of the 15th
Session of the Contracting Parties.

At their 15th Session in October—November 1959 the Contracting
Parties—utilizing the same procedure they employed at their 14th Ses-
sion—agreed to extend until April 1, 1960, the time limit for signature of
the Declaration on the Provisional Accession of Switzerland. The Con-
tracting Parties also authorized the Intersessional Committee to grant,
if necessary, a further extension of the time limit, provided there were
no objections by interested contracting parties.

On November 26, 1959, Switzerland notified the Contracting Parties
that it had ratified the Declaration on the Provisional Accession of
Switzerland to the General Agreement. On January 1, 1960, the declara-
tion became effective between Switzerland and the 25 contracting parties
which had accepted it.

" At their 16th Session in May—June 1960 the Contracting Parties noted
that Switzerland had, under paragraph 1(b) of the declaration, made
certain reservations concerning its application of article XTI of the General
Agreement, but that Switzerland had agreed to submit reports to the
Contracting Parties on the measures 1t maintained under these reserva-
tions. The first report, dated May 13, 1960, was received and distributed
during the 16th Session. The Contracting Parties also noted that, under
paragraph 1(c) of the declaration, Switzerland had agreed to consult
with interested contracting parties with a view to finding solutions com-

* For a discussion of the Swiss reservations, see ibid., 7th supp., pp. 19-20; ibid., 5th
supp., Sales No.: GATT/1957-1, Geneva, 1957, pp. 40—46; and Operation of the Trade
Agreements Program, 10th report, pp. 44—46.
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patible with the basic principles of the General Agreement and the prob-
lems raised by the Swiss reservations. After discussion, the Contracting
Parties agreed to extend the closing date for signatures and acceptances
of the declaration to the end of the 17th Session. The Contracting Parties
also agreed that consultations between Switzerland and interested con-
tracting parties would begin at the 17th Session.

Yugoslavia

At their 13th Session in October—-November 1958 the Contracting
Parties considered Yugoslavia’s application for “associate” membership
in the General Agreement. Yugoslavia declared that in due course it
intended to become a full member, but stated that its present position
precluded assumption of all the obligations of the agreement. It was
therefore requesting that it be considered for “associate” membership,
and that the terms of such membership be agreed upon by itself and the
Contracting Parties. The Contracting Parties appointed a working party
to consider the terms on which Yugoslavia might be brought into associa-
tion with the Contracting Parties.

At the 14th Session in May 1959, the working party submitted a draft
declaration on relations betwcen Yugoslavia and contracting parties to
the General Agreement. The draft declaration provided that contracting
parties signing it would accord Yugoslavia the treatment provided for
in the General Agreement to the same extent that Yugoslavia accorded
such treatment to contracting parties. On May 25, 1959, by a vote of
32-0, the Contracting Parties approved the declaration. The declaration
was to enter into force when accepted by Yugoslavia and by two-thirds
of the contracting parties. On May 25, 1959, the Contracting Parties
also decided that, when the declaration entered into force, they would
invite Yugoslavia to participate in the sessions of the Contracting Parties.

At the opening of their 15th Session in October~November 1959 the
Contracting Parties invited Yugoslavia to participate in the work of the
15th Session notwithstanding the fact that the Declaration of May 25,
1959, had not yet entered into force. On November 16, 1959, however,
the declaration was accepted by Yugoslavia and by two-thirds of the
contracting parties, and thereby entered into force. In accordance with
the Decision of May 25, 1959, Yugoslavia will therefore participate in
future sessions of the Contracting Parties.

Israel

On March 26, 1959, Israel formally requested permission to accede to
the General Agreement under the provisions of article XXXIII. At the
14th Session of the Contracting Parties in May 1959 there was almost
unanimous endorsement of Israel’s request for accession. The Contracting



JULY 1959-JUNE 1960 55

Parties therefore established a working party to determine the conditions
under which Israel might accede to the agreement.

In its report, which it submitted to the Contracting Parties late in the
14th Session, the working party stated that, before agreeing on the terms
for Israel’s accession, it would be desirable to await the outcome of
tariff negotiations between contracting parties and Israel, which would
be held during the general multilateral negotiations scheduled for 1960-61,
Because it would be some time before Israel could complete these negotia-
tions and accede definitively to the General Agreement pursuant to article
XXXIII, the working party submitted a draft declaration on Israel’s
provisional accession. The declardtion, which the Contracting Parties
approved on May 29, 1959, was then opened for acceptance by the con-
tracting parties. Under the terms of the declaration, commercial relations
between the signatory governments and Israel shall, with certain excep-
tions, be based on the provisions of the General Agreement. At the time
they approved the declaration, the Contracting Parties also approved a
decision inviting Israel to participate in the work of the Contracting
Parties. The decision will continue in effect until Israel definitively ac-
cedes to the agreement pursuant to article XXXIII after tariff negotia-
tions scheduled for 1960-61 or until December 31, 1961, whichever occurs
first.

On September 9, 1959, Israel deposited an instrument of ratification
of the declaration of its provisional accession to the General Agrecment.
The declaration entered into force on October 9, 1959, for the parties to
that instrument. The instrument will enter into force for each additional
contracting party that accepts it on the 30th day following its acceptance.

Poland

On March 31, 1959, Poland formally expressed its desire to accede to
the General Agreement in accordance with the provisions of article
XXXIII. At the 14th Session of the Contracting Parties in May 1959
the Polish observer requested that, should the fact that Poland’s economy
is based on principles different from those of most contracting parties
preclude its becoming a full member, Poland be permitted to accede as
an “associate” member. Several contracting parties called attention to
the desirability of closer cooperation between Poland and contracting
parties to the General Agreement. The Contracting Parties, therefore,
established a working party to consider arrangements for such a relation-
ship, and directed it to submit its recommendation to the Contracting
Parties at the 15th Session.

The working party submitted its report—together with a draft declara-
tion and a draft decision—to the Contracting Parties at their 15th
Session in October—November 1959. The draft declaration of Poland’s
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provisional accession to the General Agreement contained certain general
provisions pertaining to commercial relations between Poland and any
contracting party that might wish to accept it; the draft decision invited
Poland to participate in the work of the Contracting Parties after the
declaration had entered into force. After discussing the working party’s
report, the Contracting Parties voted to adopt both the draft declaration
and the draft decision. The Chairman of the Contracting Parties noted
that, although Poland would not under the terms of the declaration and
the decision be accorded full voting rights, it would be permitted to
participate in the sessions of the Contracting Parties.

Later in the 15th Session the Polish observer stated that his Govern-
ment was prepared to make certain commitments—at the next tariff
Conference—to import specified quantities of commodities from con-
tracting parties to the General Agreement in exchange for tariff con-
cessions by them on their imports of certain Polish products. The
Contracting Parties decided that any contracting party that was inter-
ested in the Polish offer should consult individually with Poland, and
that the question of Polish participation in the forthcoming tariff Con-
ference be placed on the agenda for the 16th Session.

At their 16th Session in May—June 1960 the Contracting Parties dis-
cussed the question of Poland’s participation in the 1960-61 tariff
Conference. The Contracting Parties noted that committee I (tariff
reduction) had made provision—in its report at the 15th Session—for
a tariff negotiations committee that would convene before the opening
of the 196061 tariff Conference to deal with the problems of negotiation.
It was, therefore, proposed that any contracting party desiring to avail
itself of the Polish offer submit its proposals to the Tariff Negotiations
Committee, which would then determine whether there was any basis
for negotiation. After discussion, the Contracting Parties decided that
any technical problems that might arise with respect to negotiations with
Poland would be referred to the Tariff Negotiations Committee and that
the Committee would report to the Contracting Parties at the 17th
Session.

Tunisia

In their Recommendation of November 22, 1957, as amended by their
Decision of May 25, 1959, the Contracting Parties recommended that
contracting parties continue to apply de facto the General Agreement
in their relations with Tunisia, provided that country continued to apply
de facto the agreement to them. The arrangement was to continue until
2 weeks after the beginning of the 15th Session of the Contracting Parties.

At the 15th Session in October=November 1959, Tunisia requested that
it be permitted to accede to the General Agreement under the provisions
of article XXXIII. After discussion, the Contracting Parties agreed to
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establish a working party to examine Tunisia’s request and to make
recommendations to the Contracting Parties.

The working party’s report, which was submitted during the 15th
Session, recommended that the Contracting Parties make arrangements
to meet Tunisia’s request for definitive accession under article XXXIII,
as well as its request for provisional accession to the General Agreement
pending its definitive accession. In order to permit Tunisia to participate
in the work of the Contracting Parties, the working party also recom-
mended that the Contracting Parties adopt a draft declaration on the
provisional accession of Tunisia and a draft decision relating to participa-
tion of Tunisia in the work of the Contracting Parties, both of which were
annexed to the working party’s report. The Contracting Parties adopted
the recommendations of the working party. The Declaration on the
Provisional Accession of Tunisia, which was approved by a two-thirds
majority of the Contracting Parties on November 12, 1959, was then
opened for signature. By their Decision of November 12, 1959, the Con-
tracting Parties invited Tunisia to participate in the work of the Con-
tracting Parties, and arranged for Tunisia to participate in the tariff
negotiations scheduled to begin in 1960. The decision will continue in
force until Tunisia accedes definitively to the General Agreement after
tariff negotiations with the contracting parties or until December 31,
1961, whichever date is earlier—subject to the possibility of extension
of the date by the Contracting Parties.

Spain and Portugal

During their 16th Session in May-June 1960 the Contracting Parties
considered the requests of Spain and Portugal for accession to the General
Agreement in accordance with the provisions of article XXXIII. After
discussion, the Contracting Parties on June 4, 1960, adopted draft de-
cisions (1) to invite Spain and Portugal to participate in the work of
the Contracting Parties, (2) to make arrangements for tariff negotiations
between contracting parties and Spain and Portugal during the tariff
Conference commencing in 1960, and (3) to continue the consultations
that had taken place at the 16th Session between Spain and Portugal
and interested contracting parties. The decisions will continue in effect
until Spain and Portugal accede to the General Agreement after tariff
negotiations with contracting parties or until June 30, 1962, whichever
date 1s earlier.58

® At their 16th Session the Contracting Parties prepared draft declarations of pro-
visional accession for Spain and Portugal, but because of lack of time the declarations
will be opened for signature by Spain and Portugal and contracting parties to the General
Agreement at a later session of the Contracting Parties.
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TARIFFS AND TARIFF NEGOTIATIONS
Plans for Future Tariff Negotiations

In 1958, at the beginning of their 13th Session, the Contracting Parties
held a series of ministerial meetings, at which the United States was
represented by Mr. C. Douglas Dillon, Under Secretary of State for
Economic Affairs. At these meetings the United States proposed that
arrangements be made to hold a fifth general round of tariff negotiations
beginning in mid-1960.57 The United States also suggested that such
negotiations be completed before January 1, 1962, the date when the
treaty for the European Economic Community requires.member states to
take the first step in adjusting their national external tariffs to the Com-
munity’s common external tariff. At the conclusion of the ministerial
meetings, the ministers agreed that it would be desirable to hold a fifth
general round of tariff negotiations and recommended that the Con-
tracting Parties consider the matter.

During their plenary session the Contracting Parties discussed the
proposal for a new round of tariff negotiations. The U.S. delegate stated
that such negotiations would be timely, inasmuch as negotiations with
the European Economic Community, as well as certain other negotiations,
were already contemplated. General tariff negotiations beginning in 1960
could therefore be combined with a variety of negotiations that otherwise
would have to be conducted separately. The Norwegian delegate stated
that inasmuch as many contracting parties had not found acceptable
proposals for automaticity in tariff reductions, his country appreciated the
U.S. proposal for a further round of tariff negotiations on a product-by-
product basis.*® Since the U.S. proposal had the general approval of the
contracting parties, the Contracting Parties appointed a committee to
examine it and to suggest rules and conditions, as well as a time and place,
for the proposed negotiations.

On the basis of the committee’s recommendation, the Contracting
Parties decided at their 14th Session in May 1959 to hold a general
tariff Conference beginning in September 1960. The Conference will
embrace four types of negotiations: (1) Negotiations by contracting
parties for new or additional concessions; (2) renegotiations with the
member states of the European Economic Community pursuant to
article XXIV:6; (3) renegotiations of concessions in existing schedules
pursuant to article XXVIII:1; and (4) negotiations with countries that
desire to accede to the General Agreement. The tariff Conference will
consist of two phases. The first phase, from September 1960 to the end

“ The four previous general rounds of tanff negotiations were held at Geneva in 1947,
at Annecy in 1949, at Torquay in 1950-51, and at Geneva in 1956.

% For a discussion of the proposals for automaticity in tariff reductions, see Operation
of the Trade Agreements Program, 11th report, p. 54.
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of that year, will be concerned with renegotiations (items 2 and 3 above);
the second phase will be concerned with negotiations with contracting
parties for new or additional concessions and negotiations with countries
that desire to accede to the General Agreement (items 1 and 4 above).5®

Tariff Revisions

Brazil

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

At the 11th Session of the Contracting Parties, Brazil requested and
was granted, under the provisions of article XXV, a waiver from the
provisions of paragraph 1 of article II so that it might place its new
tariff in effect. Under the terms of the waiver, Brazil was relieved of
the obligation to renegotiate existing tariff concessions before it made
effective the somewhat higher rates of its new tariff. However, Brazil
was directed to conduct such renegotiations within 1 year from the time
its new tariff entered into force. The Contracting Parties also established
a tariff renegotiations committee to arrange for the renegotiations and
to consider questions of general concern to them.

Shortly before the 12th Session, Brazil notified the Intersessional
Committee that its new tariff had entered into force on August 14, 1957.
Because the tariff renegotiations would not begin for several months, it
appeared that the Brazilian tariff concessions resulting from the renegoti-
ations might not become effective before August 14, 1958, as provided in
the waiver. Inasmuch as the Contracting Parties would not be in session
at that time, the Tarnff Negotiations Committee requested the Inter-
sessional Committee to extend the deadline if so requested, and the Con-
tracting Parties authorized the latter to do so. On July 10, 1958, the
Intersessional Committee extended the time limit to July 31, 1959; at
their 14th Session in 1959 the Contracting Parties further extended the
time limit to the close of the 15¢h Session.

At the 13th Session of the Contracting Parties the Tariff Negotiations
Commirtee submitted to the Contracting Parties a draft protocol relating
to the negotiations for establishing a new Brazilian schedule to the
General Agreement. The Committce proposed that the protocol, as well
zs the schedules to be anncxed thereto, be opened for signature on

* After the close of the period covered by this report, the Contracting Parties found
it necessary to delay the beginning of the second phase until May 1961.
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December 31, 1958. Negotiations completed after the protocol had been
opened for signature were to be annexed to it by means of procés-verbaux.
The Contracting Parties approved the protocol and agreed that it would
be opened for signature on December 31, 1958.

In May 1959, during the 14th Session of the Contracting Parties, the
chairman of the Tariff Negotiations Committee reported that Brazil
had concluded bilateral negotiations with 17 interested contracting parties.
At the 15th Session of the Contracting Parties in October—November
1959, Brazil requested a further extension of the time limit for renegotia-
tions with contracting parties. The Contracting Parties deferred action
on Brazil’s request until their 16th Session. In June 1960, during the 16th
Session, the Contracting Parties discussed the Brazilian request and
agreed to grant Brazil an extension of the time limit until August 3, 1960.

Cuba

At the Ninth Session in 1954--55, Cuba notified the Contracting Parties
that it was completely revising its obsolete and inadequate customs tariff.
According to Cuba, changes in its tariff were necessary to bring it up to
date technically, to more adequately safeguard the position of Cuban
exports in world markets, and to stimulate the country’s economic de-
velopment. The new Cuban customs tariff entered into force on February
24, 1958, and the new rates of duty became effective on March 17, 1958,
but only for imports from countries with which Cuba did not have trade-
agreement obligations. For those countries with which it had such ob-
ligations, Cuba suspended application of the new tariff until such time as
it could conclude negotiations with them. At their 12th Session the Con-
tracting Parties had agreed that, where applicable, Cuba might undertake
its negotiations as an underdeveloped country under the provisions of
article XVIII. The remaining negotiations were to be carried out under
the provisions of article XXVIII.¢0

At the 13th Session of the Contracting Parties the Cuban representa-
tive proposed that a tariff negotiations committee be established to
arrange for the negotiations and that formal negotiations under article
XXVIII begin after January 1, 1959. The Chairman of the Contracting
Parties proposed that contracting parties interested in negotiating with
Cuba inform the Executive Secretary of the Contracting Parties of their
intention. He also suggested that such contracting parties comprise the
Tariff Negotiations Committee, which would deal with problems that
might arise in planning and conducting the negotiations.

At the 15th Session of the Contracting Parties in October—November
1959, the Cuban representative reported on the status of his Govern-
ment’s tariff reform, the modification of concessions listed in Cuba’s

® For a discussion of the time limit placed on art. XXVIII negotiations, see the section
of this chapter on the continued application of schedules and art. XXVIII negotiations.
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schedule of the General Agreement, and the subsequent negotiations and
consultations for which arrangements had been made at the 12th Session.
The representative noted that Cuba had made effective its revised
customs tariff, but had withheld application of the duty increases pro-
vided therein for those commodities on which it had granted tariff con-
cessions, and would continue to withhcld application of such duty
increases until renegotiations were completed. The representative further
stated that since Cuba granted preferential treatment to a wide range
of U.S. products, it had commenced renegotiations with the United States.
The Cuban representative also stated that, although the Contracting
Parties had authorized Cuba to impose quantitative import restrictions to
prevent excessive imports of products affected by the proposed tariff
negotiations, his Government had not found it necessary to impose such
restrictions. The Contracting Parties took note of the Cuban statement.

Finland

On September 18, 1959, the Government of Finland notified the Con-
tracting Parties that it planned to revise its customs tariff. Finland
stated that its old tariff, which dated back to 1938, was technically
out of date. The proposed new tariff, which was to enter into force on
January 1, 1960, would conform to the Brussels Nomenclature and would
involve the conversion of many specific rates of duty to ad valorem
rates.

At the 15th Session in October—November 1959, Finland informed the
Contracting Parties that it had decided not to convert the specific rates
of duty in its tariff to ad valorem rates. Since the only issue remaining
before the Contracting Parties related to Finland’s plan to bring its tariff
into conformity with the Brussels Nomenclature—and because the
normal rectification procedure would apply in such a case—the Con-
tracting Parties took no formal action on the matter. Finland agreed to
furnish copies of its draft tariff revision to the contracting parties and
to be guided by the normal rectification procedures.

Greece

At the 15th Session of the Contracting Parties in October—-November
1959 the Greek representative stated that his country planned to carry
out the tariff revision it had announced at the end of 1957. At that
time the tariff revision envisioned by Greece involved conformance with
the Brussels Nomenclature, a matter which Greece could accomplish by
following the normal rectification procedures. With regard to the modi-
fication of concessions, Greece had invoked paragraph 5 of article XXVIII
and, therefore, could renegotiate the concessions without formal authori-
zation by the Contracting Parties.

The Greek representative noted, however, that the revised tariff to
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be submitted to his country’s Parliament at its next session involved
increases in the rates of duty on items that had been bound against
increase in Greece’s schedule of the General Agreement. Moreover, since
the revised tariff would enter into force almost immediately after its
approval by the Greek Parliament, there would not be sufficient time for
renegotiations under article XXVIII. Greece therefore asked the Con-
tracting Parties to grant it a waiver so that the revised tariff could enter
into force upon its approval by the Parliament. Greece could then at a
later date renegotiate the items covered by the watver.

After discussion late in their 15th Session, the Contracting Parties
granted Greece a waiver from its obligations under article II. Under the
waiver, which is similar to that granted to New Zealand in 1957, Greece
would complete its renegotiations and consultations under article
XXVIII and would report to the Contracting Parties at their 16th Ses-
sion. At their 16th Session the Contracting Parties, acting on a request

by Greece, extended the time limit for Greece’s tariff renegotiations to
the end of the 17th Session.

New Zealand

Since 1955 New Zealand has been engaged in revising its customs tariff.
At the 12th Session of the Contracting Parties in 1957 the New Zealand
delegate stated that, although his country could comply with all the other
provisions of article XXVIII of the General Agreement, it could not
comply with the provisions related to timing, because of the legal pro-
cedures that his country must follow in revising its tariff. The procedure
under article XXVIII of the General Agreement contemplates that ne-
gotiations with interested parties be conducted before a revised tariff
becomes effective.®! In New Zealand, a new tariff is placed in effect—with-
out prior announcement or publication—by a resolution of the parlia-
mentary Committee on Ways and Means at the same time that a bill
ratifying the resolution is introduced and considered at a parliamentary
session. Under New Zealand law, therefore, negotiations with interested
contracting parties cannot be conducted, as required by article XXVIII,
before the tariff becomes effective. The New Zealand delegate stated
that as soon as the new tariff became effective his Government would
enter into negotiations with affected contracting parties and, if need be,
offer them compensatory concessions,

At their 12th Session the Contracting Parties authorized New Zealand
to place the revised tariff in effect at the same time that it was submitted
to the New Zealand Parliament. They decided, however, that before the
new tariff entered into force, New Zealand should advise interested con-
tracting parties of the modified or withdrawn items and of the com-
pensatory concessions it proposed. They also decided that New Zealand

% See the section of this chapter on continued application of schedules.
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should promptly thereafter enter into negotiations with interested con-
tracting parties and complete such negotiations before the beginning of
the 13th Session.

At the 13th Session of the Contracting Parties, New Zealand reported
that unforeseen circumstances had prevented the application of its revised
tariff and that, consequently, the required negotiations had not taken
place. New Zealand therefore requested the Contracting Parties to ex-
tend the time limit for completing the negotiations to the end of the 15th
Session in 1959. The Contracting Parties approved New Zealand’s re-
quest. At their 16th Session in May—June 1960, the Contracting Parties
granted New Zealand’s request for a further extension of the time limit
for completing its negotiations. The time limit was extended to Decem-
ber 31, 1960, subject to the possibility of further extension by the Con-
tracting Parties at their 17th Session.

Trade Agreement Between A ustralia and the Federation of
Rhodesia and Nyasaland

On December 3, 1955, the Contracting Parties authorized Australia
and the Federation of Rhodesia and Nyasaland to complete, by July 1,
1958, the adjustment of the tariff preferences provided for in the trade
agreement that the two countries had concluded on June 30, 1955.62

At their 13¢th Session in 1958 the Contracting Parties, in response to
a request by Rhodesia and Nyasaland, extended to July 1, 1959, the
time limit for completing these adjustments. At their 14th Session
the Contracting Parties further extended the time limit to the end of the
15th Session.®3

On June 26, 1959, and. August 24, 1959, respectively, Australia and
the Federation of Rhodesia and Nyasaland notified the Contracting
Parties that the adjustments mentioned above had been completed.
Under the provisions of the decision adopted by the Contracting Parties
on December 3, 1955, both countries agreed to consult with interested
contracting parties concerning the adjusted tariff preferences, provided
requests for such consultations were made within 60 days after the ad-
justments had been agreed upon. During their 15th Session, the Sec-
retariat notified the Contracting Parties that the 60-day period had
elapsed without any requests for consultations. The Contracting Parties
thereupon noted that the adjustment of the tariff preferences provided
for in the trade agreement between the two countries had been completed.

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

®1In a communication dated May 28, 1959, Australia informed the Contracting Parties
that 1t had completed the process of adjusting the preferences relating to imports from
Rhodesia and Nyasaland.
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Trade Agreement Between South Africa and the Federation of
Rhodesia and Nyasaland

At their 15th Session in October—-November 1959 the Contracting
Parties received a joint request by the Union of South Africa and the
Federation of Rhodesia and Nyasaland to examine-—in advance of
the renegotiation of the trade agreement between the two countries—the
special commercial relationships which exist between these countries,
with particular reference to the preferential treatment extended by South
Africa to imports from Rhodesia and Nyasaland, as well as to the recip-
rocal exemption from balance-of-payments import restrictions of certain
goods exchanged between them. The request by the two countries arose
out of the proposed termination—on June 30, 1960-—of their trade agree-
ment of June 28, 1955. Both countries felt that continuation of the
special commercial arrangements between the two countries was essential
to the negotiation of any new trade agreement between them and to the
economic development of Rhodesia and Nyasaland.

The Contracting Parties established a working party to examine the
joint request. In its report to the Contracting Parties during their 15th
Session, the working party stated that it had studied the issues presented
in the request, but that it did not support the contention of the two
countries that discriminatory application of quantitative restrictions for
balance-of-payments reasons is justified to encourage economic develop-
ment. With respect to the issue of preferential treatment, the working
party expressed the view that the two countries be requested to report
annually on any new waiver which might be granted to them and that
any such waiver be reexamined by the Contracting Parties at the end
of some specified period. The Contracting Parties adopted the report of
the working party.

At their 16th Session in May—June 1960, upon receipt of a draft of
the proposed new trade agreement between South Africa and the Fed-
eration of Rhodesia and Nyasaland, the Contracting Parties established
a working party to examine it.

OTHER DEVELOPMENTS RELATING TO THE AGREEMENT
Application of Article XXXV in the Accession of Japan

At their Eighth Session in 1953 the Contracting Parties approved
Japan’s provisional participation in the General Agreement. Negotia-
tions for Japan’s definitive accession to the agreement began in February
1955 and were concluded in June of that year; Japan became a contract-
ing party to the agreement on September 10, 1955.%¢ Although the Con-

% For a detailed discussion of Japan’s accession to the General Agreement, see Operation
of the Trade Agreements Program: 6th report, pp. 51-54; 7th report, pp. 75-79; and 8th
report, pp. 71-72.
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tracting Parties unanimously approved the terms of Japan’s accession,
14 contracting parties believed it would not be to their advantage to
apply the provisions of the General Agreement to that country. Those
countries, therefore, did not negotiate tariff concessions with Japan. In-
stead, they invoked the provisions of article XXXV of the agreement,
which permit a contracting party to refrain from applying the agreement
to an acceding country with which it has not negotiated tariff conces-
sions. Such widespread invocation of article XXXV was of serious con-
cern to Japan, and it therefore requested that the matter be placed on
the agenda for the 10th Session of the Contracting Parties.

At their 10th Session in 1955, and at each succeeding session, the
Contracting Parties have discussed the application to Japan of the pro-
visions of article XXXV of the agreement. On August 14, 1957, Brazil
withdrew its invocation of article XXXV with respect to Japan, and
on October 16, 1958, India did likewise; Haiti and Malaya have expressed
their intention of doing so in the near future. Because of the accession
of additional countries to the General Agreement, however, the number
of contracting parties that invoked the provisions of article XXXV with
respect to Japan still remained at 14 at the close of the period covered
by this report.® v

Limitation and Elimination of Subsidies

Under the provisions of article XVI:4 and the related note in annex
I of the General Agreement, contracting parties were obligated to abolish
by January 1, 1958, or the earliest practicable date thereafter, all re-
maining direct or indirect subsidies on products other than primary
products % when the exportation of these products resulted in their sale
at prices lower than those for like products being sold in the domestic
-varket. If such subsidies were not abolished by January 1, 1958, the
contracting parties—under the so-called standsull provision—were ob-
ligated not to extend their scope beyond that existing on January 1, 1955,
and were to continue them only until such time as they could agree to
abolish them.

Because article XV1:4 specifies December 31, 1957, as the date unti
which no contracting party shall extend the scope of subsidization, the
Contracting Parties at their 12th Session prepared a declaration for the

®The 14 countries that were applying art. XXXV with respect to Japan at the close
of the period covered by this report are Australia, Austria, Belgium, Cuba, France, Ghana,
Haiti, Luxembourg, the Federation of Malaya, the Netherlands, New Zealand, the Fed-
eration of Rhodesia and Nyasaland, the Union of South Africa, and the United Kingdom.

“ A primary product, for this purpose, is defined as “any product of farm, forest or
fishery, or any mineral, in its natural form or which has undergone such processing as is
customarily required to prepare it for marketing in substantial volume in mternational
trade.”
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signatures of the contracting parties that continued to apply such sub-
sidies. The declaration states that the signatory contracting parties
will not until December 31, 1958, extend the scope of their subsidies on
products other than primary products beyond that existing on January
1, 1955. The declaration was to enter into force when accepted by Bel-
gium, West Germany, Japan, the United Kingdom, the United States,
Canada, France, Italy, and the Netherlands. By the end of the 13th
Session all except the last four of these countries had signed the declara-
tion.

At the 13th Session in 1958 the Contracting Parties noted that should
the declaration receive the necessary-signatures and enter into force, it
would remain in force for only 1 or 2 months—until December 31, 1958.
Shortly before the close of the session, therefore, they opened for signa-
ture a procés-verbal extending the validity of the declaration to Decem-
ber 31, 1959. At the 14th Session the Contracting Parties noted that
both the declaration and the procés-verbal had entered into force. After
discussion at their 15th Session, the Contracting Parties further extended
the expiration date of the declaration to December 31, 1960.

At their 16th Scssion in May—June 1960 the Contracting Parties
adopted the report of the panel that had been appointed at the 13th
Session to study notification procedures under article XVI. The Con-
tracting Parties also discussed a proposal to replace, rather than renew,
the old declaration relating to subsidies, and considered a new declaration
that the Secretariat had drafted for this purpose. Under the terms of
the draft declaration the standstill provision would apply only to sub-
sidies actuallv maintained on the date the new declaration becomes
effective. Moreover, any subsidy which is discontinued after the effective
date of the declaration would be permanently eliminated. The draft
declaration also provides for an annual review by the Contracting Parties
of the progress made in eliminating the remaining subsidies. The Con-
tracting Parties agreed to place the draft declaration on the agenda of
the 17th Session. If approved by the Contracting Parties, the declara-
tion would then be opened for signature.

Notification of State Trading Activities

Article XVII of the General Agreement contains provisions relating
to state trading enterprises. Paragraph 4(a) of that article requires con-
tracting parties that establish or maintain state trading enterprises, or
that grant exclusive or special privileges to any such enterprises, to notify
the Contracting Parties of the commodities imported into and exported
from their territories by such enterprises. At their 12th Session in 1957
the Contracting Parties decided that contracting parties which maintain
state trading enterprises should submit their first reports by February 1,
1958, and annually thereafter. '
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At the 13th Session in 1958, several contracting parties stated that
the information contained in the first reports indicated that state trading
had become important in a number of countries, and that the annual
reports would facilitate any inquiry by the Contracting Parties as to
whether state trading was being conducted in a manner consistent with
the general principles of nondiscrimination. The Contracting Parties
therefore appointed a panel to consider the first reports and to make
suggestions for improving future reports.

The panel’s interim report, submitted to the Contracting Parties at
their 14th Session in May 1959, noted that the panel had examined state-
ments by 21 contracting parties, but that the information in the state-
ments was not detailed enough to permit the panel to submit concrete
findings to the Contracting Parties. The panel therefore recommended
that all contracting parties be asked to reply to a revised questionnaire,
and that contracting parties which do not maintain state trading enter-
prises so indicate. The Contracting Parties approved the panel’s recom-
mendation.

The panel submitted its final report at the 16th Session of the Con-
tracting Parties in May—June 1960. The report indicated that because
many contracting parties had failed to respond to the panel’s revised
questionnaire or had not properly responded, perhaps because of differ-
ing interpretations of the questions asked, the Contracting Parties would
be unable to ascertain the extent to which state trading enterprises serve
as a substitute for trade barriers such as tariffs and quantitative re-
strictions. For this reason the panel recommended that the appropriate
questions in the questionnaire be clarified. The panel also recommended
that the Contracting Parties publish a basic document consisting of
replies from the latest questionnaire on state trading enterprises, and
that they decide in 1962 whether or not the document should be reviewed.

Disposal of Surplus Agricultural Products

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

At their 11th and 12th Sessions the Contracting Parties discussed the
experience of certain contracting parties with the disposal of surpluses
by other governments, as well as the results of the consultations on the
problem. At their 13th Session the Contracting Parties expressed con-
cern about the effects of the U.S. surplus-disposal program. Several
contracting parties stated that the U.S. surplus-disposal program had
seriously affected their markets and that continuation by the United
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States of high price supports would merely lead to a perpetuation of
the surplus-disposal problem. Because of the continuing nature of the
probiem, the matter was placed on the agenda for discussion at the
15th Session.

At their 15th Session in October—-November 1959 the Contracting
Parties discussed the progress that had been made since the 13th Ses-
sion in solving the surplus-disposal problem. They concluded that—
despite the excellent progress that had been made—the problem of
surplus disposal was a continuing one, and that the matter should there-
fore be placed on the agenda for discussion at the 17th Session.

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

The Interim Coordinating Committee for International Commodity
Arrangements (ICCICA) was established in 1947, pursuant to a reso-
lution of the United Nations Economic and Social Council. Its activities
consist principally of preparing yearly statements about intergovern-
mental collaboration in the fieid of commodity problems. In some in-
stances, however, the Committee advises the Secretary-General of the
United Nations on specific problems in the field of intergovernmental
commodity collaboration. The Committee consists of a chairman, nomi-
nated by the Contracting Parties to the General Agreement; a representa-
tive of the Food and Agriculture Organization; and two other members.
The term of office of the chairman is determined by the Contracting
Parties; the term of office of each of the other three members is indefinite.

At their 15th Session the Contracting Parties unanimously nominated
Mr. L. K. Jha, of India, to succeed Sir Edwin McCarthy, of Australia,

to be chairman of the Committee for a period of 1 year.%

Problems Related to Trade in Primary Commodities

At their Ninth Session in 195455 the Contracting Parties established
a working party to consider and report on proposals for intergovern-
mental action designed to settle problems that arise with respect to inter-
national trade in primary commodities.®® When the working party
submitted its report to the Contracting Parties, it also submitted a draft
of an agreement designed to facilitate the preparation and conclusion
of intergovernmental commodity arrangements. The Contracting Parties

% Mr. Jha had served as Chairman of the Contracting Parties at their 12th and 13th
Sessions.

® The United States did not accept membership on the working party. At the 10th and
11th Sessions the United States took the position that an additional agreement in this
field was neither necessary nor desirable, and that the United States did not intend to
participate in a convention on commodity arrangements should such a convention be
concluded.
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discussed the report and the draft agreement and, as a result of their
discussion, revised the latter.

At their 10th Session the Contracting Parties discussed at length the
revised draft agreement on commodity arrangements. Since they con-
tinued to disagree on the provisions of the agrecement, the Contracting
Parties authorized the Intersessional Committee-—should it appear that
agreement could be reached-—to establish a subcommittee to prepare a
final draft agreement for consideration at the 11th Session.

As no agreement was reached before the 11th Session, the Contracting
Parties at that session reconstituted the working party on commodity
problems and directed it to consider alternative approaches to the prob-
lems. On the recommendation of the working party, the Contracting
Parties adopted a resolution that provided for consideration of problems
related to international trade in primary commodities. Under the terms
of the resolution, which recognized the competence of other international
organizations in the field of primary commodities, the Contracting Parties
decided to discuss at future sessions the trends and developments in
international trade in primary commodities, as outlined by the chairman.
of ICCICA in his annual report and as indicated by consultations held
under the various provisions of the General Agreement.

The report of the chairman of ICCICA at the 12th Session in 1957
devoted special attention to the need for action with respect to the wide
fluctuations in the prices of primary commodities. The review of the
report by the Contracting Parties at a plenary session centered on (1)
expansion of the trade of less developed countries at a slower rate than
that of industrialized countries; (2) the effect of violent short-run fluc-
tuations in the prices of primary products on the expansion of inter-
national trade; and (3) the widespread protection of agricultural products
in international trade. As a result of the discussion the Contracting
Parties appointed a panel of experts to examine international-trade
trends and their implications, with special reference to the three topics
mentioned above. The panel was asked to submit a report of its findings
at the 13th Session.

The report of the chairman of ICCICA at the 13th Session in 1958
was similar in scope to that presented at the 12th Session. The ensuing
discussion by the Contracting Parties concerned both the report of the
chairman of ICCICA and the report by the panel of experts. The report
by the panel of experts examined both short-term fluctuations and
long-term changes in international trade and their impact on both in-
dustrial and nonindustrial countries.®? The Contracting Parties agreed
to restrict their future activities in the commodities field to those directly

® See Contracting Parties to GATT, Trends in International Trade; A Report by a
Panel of Experts, Sales No.: GATT/1958-3, Geneva, 1958.
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related to their competence and responsibilities under the General Agree-
ment and, in future reports, to concentrate on the impact of commodity
problems upon international trade. Before concluding their discussion,
the Contracting Parties appointed a working party to prepare an annual
review of the problems related to the trade in primary commodities.

The working party submitted its first annual review to the Contract-
ing Parties at their 15th Session in October—November 1959. In prepar-
ing 1ts report the working party had examined the report of the chairman
of ICCICA and certain relevant material published by other international
organizations, and had been assisted by representatives of the United
Nations and the International Monetary Fund. After discussing the
report of the chairman of ICCICA and the report of the working party,
the Contracting Parties took note of both reports,” reconstituted the
working party, and directed it to prepare a report for submission at the
17th Session.

Expansion of Intetnational Trade

At the 13th Session in 1958 many contracting parties agreed on the
importance of attempting to overcome thc obstacles to the expansion
of international trade. They agreed that these obstacles were in part
a result of national agricultural policies, and some contracting parties
expressed concern over obstacles to the expansion of the export trade of
the less developed countries. To examine these problems more closely
and to contribute to the attainment of the objectives of the General
Agreement, the Contracting Parties appointed three committees to study
the entire problem of the expansion of international trade. Committee I
was assigned the task of preparing for a future round of tariff negoti-
ations;”' committee Il was directed to study the problems arising out of
the widesprcad use of nontanfl mcasures to protect agriculture, and the
resultant effects on international trade; and committee I1I was authorized
to consider other obstacles to the expansion of trade, with special refer-
ence to the problems of the less developed countrics.

At their 14th Session in May 1959 the Contracting Parties approved
arrangements for committee II to consult with all contracting parties
regarding their use of nontariff measures to protect agriculture or to
support the incomes of agricultural producers, as well as the effects of
such measures on international trade. Committee II was expected to
present its first report on the consultations at the 16th Session in 1960.
The Contracting Parties directed commiteee III to examine various
proposals put forward by less developed countries to study important
commodities in which such countries are interested.

™ For the complete text of the working party’s report, see Contracting Parties to GATT,
Basic Instruments . . ., 8th supp., Sales No.: GATT/1960-1, Geneva, 1960, pp. 76-89.
T Sce the section of this chapter on tariffs and tariff negotiations.
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At the 15th Session in October—November 1959, committees I, 11, and
III reported to the Contracting Parties on developments within their
respective fields of inquiry. Committee I recommended rules and proce-
dures for the tariff Conference scheduled to begin on September 1, 1960.
The committee also agreed on the procedure for the negotiations with
members of the European Economic Community pursuant to article
XXIV of the General Agreement. Committee 11, which had suggested
at the 14th Session that all contracting parties consult with the com-
mittee on their individual agricultural policies by the 16th Session, noted
that consultations had been held in September 1959, and that further
consultations were scheduled to take place during October—November
1959, and at the beginning of 1960. Committee II stated that it would
submit a report based on these consultations to the Contracting Parties
at their 16th Session. It also stated that it would continue—through
1960—its analysis of the effects on international trade of nontariff pro-
tection of agricultural commodities, as well as the extent to which the
existing rules of the General Agreement promote the expansion of in-
ternational trade as contemplated by article I. The report of committee
III, which was based on information submitted to it by contracting
parties, considered trade restrictions-on a number of products, and noted
a number of obstacles to the expansion of the trade of less developed
countries. The Contracting Parties adopted the reports of committees
I and TI1.72

At their 16th Session in May—June 1960, the Contracting Parties
considered two matters that committee I had examined—Poland’s request
that it be permitted to participate in the 1960-61 tariff Conference,’®
and the committee’s examination of the common external tariff of the
European Economic Community to determine the extent to which it
conforms with the provisions of article XXIV:5(a) of the General Agree-
ment. The Contracting Parties decided to defer consideration of the
latter question to a later session.

At the 16th Session of the Contracting Parties, committee IT announced
that since September 1959 it had concluded consultations with a total
of 29 countries. The committee also submitted an interim report to the
Contracting Parties describing the types of agricultural measures em-
ployed by the countries with which it had consulted and giving the
committee’s tentative conclusions as to the effects of such measures on
international trade. The committee noted that it would continue its
examination of the impact of these measures, that the examination

" For the complete text of the reports of committees I, II, and III, see Contracting
Parties to GATT, Basic Instruments . .-., 8th supp., Sales No.: GATT/1960-1, Geneva,
1960, pp. 101-141.

™ For a discussion of Poland’s participation in the 196061 tariff Conference, see the
section of this chapter on proposed accessions to the General Agreement.
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would be conducted on a commodity basis with particular reference to
principal suppliers and principal markets, and that it would appoint a
panel of experts to study changes in the levels of agricultural protection.

Committee III submitted another progress report to the Contracting
Parties at their 16th Session. The committee noted that it had continued
its analysis of the products of less developed countries and of measures
affecting exports of such commodities. Inasmuch as many of these
measures operated to restrict trade, the committee recommended that
they be removed or modified as soon as possible. The Contracting Parties
took note of the committee’s report and approved a proposal that it
continue its study.

Restrictive Business Practices

In 1953 the United Nations Economic and Social Council recognized
the detrimental effects of restrictive business practices in international
trade on economic development, employment, and international trade,
and adopted a resolution stating that both national action and inter-
national cooperation are necessary to deal with such practices. At the
Ninth Session of the Contracting Parties in 195455 the delegations of
Denmark, Norway, and Sweden—in response to this resolution—pro-
posed that the Contracting Parties revise the General Agreement to
provide for the control of restrictive business practices in international
trade. However, because of a procedural misunderstanding between the
Contracting Parties and the United Nations Economic and Social Council,
the Contracting Parties postponed consideration of the proposal.

At the 11th Session of the Contracting Parties in 1956, Norway and
West Germany made individual proposals with respect to the control
of restrictive business practices that affect international trade. West
Germany proposed that the Contracting Parties recognize that such
practices may have adverse effects on trade between various contracting
parties, and that contracting parties engaged in them be required to
consult with other interested contracting parties and to take appropriate
legal action to eliminate them. The Norwegian delegate likewise pro-
posed that the Contracting Parties recognize the adverse effects of re-
strictive business practices. He suggested that the Contracting Parties
establish a working party to consider whether they should undertake
to control such practices. Should the working party so recommend, he
suggested that it also recommend at the 12th Session the appropriate
provisions that should be added to the General Agreement, or included
in a supplemental agreement, to establish controls over restrictive busi-
ness practices. After discussion the Contracting Parties referred the
West German and Norwegian proposals to the Intersessional Committee,
with instructions that it submit a report and recommendations to them
at their 12th Session.
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The members of the Intersessional Committee were unable to agree
on whether they should recommend the establishment of such a working
party, and so informed the Contracting Parties at their 12th Session
in 1957. Since there appeared to be no consensus on this question, the
Contracting Parties again referred the problem to the Intersessional
Committee, with instructions that it decide whether a working party or
a panel of experts should be established, or whether the problem should
again be referred to the Contracting Parties at their 13th Session. The
Intersessional Committee again referred the matter to the Contracting
Parties.

At their 13th Session in 1958 the Contracting Parties adopted a reso-
lution recognizing that the expansion of world trade may be hampered
by the activities of international cartels and trusts. The Contracting
Parties also directed their Executive Secretary to appoint a group of
experts to study the problem and recommend whether the Contracting
Parties should endeavor to dea! with restrictive business practices in
international trade. Should the group of experts decide in the afhrmative,
it would be requested to determine how the Contracting Parties might
best deal with the problem. The panel of experts was requested to submit
its report for consideration by the Contracting Parties at a future session.

In June 1959 the Contracting Parties distributed the report of the
panel of experts. Later, at their 15th Session in October—-November
1959, the Contracting Parties placed the matter on the agenda for con-
sideration at the 16th Session. Individual contracting parties were urged,
in the meantime, to submit their comments on the matters contained in
the panel’s report.

Early in their 16th Session in May—June 1960, the Contracting Parties
decided that, to provide time for further study of the panel’s report and
the comments made by the contracting parties, formal consideration of
the matter should be postponed until the 17th Session. The Contracting
Parties therefore established a working party to examine the matter.
The working party was directed to meet during the first week of the 17th
Session and to submit its report to the Contracting Parties shortly there-
after.

Antidumping and Countervailing Duties

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

At their 11th Session in 1956 the Contracting Parties directed their
Secretariat—with the assistance of experts from the governments con-
cerned—to analyze the information that had been made available by
contracting parties, and to submit a report on antidumping legislation
to the Intersessional Committee or to the Contracting Parties at their
12th Session. At the beginning of the 12th Session in 1957 the Secretariat
submitted” a comprehensive report on the subject to the Contracting
Parties. After discussing the report the various contracting parties agreed
to submit to the Secretariat their indivaidual views on what further action
should be taken with respect to antidumping and countervailing duties.
The Contracting Parties instructed the Secretariat to analyze these views
and to submit a summary of them at the 13th Session in 1958.

Eight countries submitted to the Secretariat their views and their
suggestions for further study of the problem of antidumping and coun-
tervailing duties. The views included a suggestion that all changes in
national legislation with respect to antidumping and countervailing
duties be reported to the Secretariat, a proposal that the Contracting
Parties endeavor to agree on an interpretation of the provisions of article
V1, and a proposal for procedures that contracting parties be required
to follow before imposing antidumping and countervailing duties. The
Secretariat submitted a-summary of these proposals to the Contracting
Parties at their 13th Session. At that session the Norwegian and Swedish
delegates proposed that a group of governmental experts be convened
before the opening of the 14th Session to exchange information on exist-
ing legislation relating to antidumping and countervailing duties. The
Contracting Parties approved the proposal and authorized the Executive
Secretary to convene a group of experts.

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

" For the earlier history of the Norwegian proposal, see Operation of the Trade Agree-
ments Program, 10th report, pp. 48—49.

™ Art. VI of the General Agreement condemns dumping if 1t causes or threatens mate-
rial injury to an established industry, or materially retards the establishment of an
industry, in the territory of another contracting party. Art. VI also provides that a coun-
try so injured or threatened with injury may protect itself against dumping or injurious
subsidization by imposing antidumping or countervailing duties, but prohibits the ex-
cessive or unwarranted use of such duties.
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“industry” in relation to “injury”; the definition of “material injury”
and of “export price”; and the determination of “normal value.” The
Contracting Parties approved the group’s report and adopted its recom-
mendation for subjects to be discussed at a later date. The Contracting
Parties also directed the Secretariat to collect detailed information on
current practices in antidumping cases and requested that this informa-
tion, together with the additional subjects, be discussed at a later date.

The next discussion of antidumping and countervailing duties took
place at the 16th Session of the Contracting Parties in May—June 1960, at
which time the panel of experts submitted its second report. After dis-
cussion the Contracting Parties adopted the panel’s report and approved
its recommendations. In its report the panel of experts proposed that
the contracting parties transmit to the Secretariat any information relat-
ing to changes in their legislation concerning antidumping or counter-
vailing duties. The Secretariat would, in turn, inform the individual con-
tracting parties of the notifications it had received. The Secretariat would
then annually submit to the Contracting Parties a compilation of anti-
dumping measures and countervailing duties in force, as well as changes
which had occurred during the year. The Contracting Parties agreed that
the two reports of the panel of experts would serve as a guide for indi-
vidual contracting parties in applying article VI of the General Agree-
ment, and placed the matter on the agenda for discussion at the 17th
Session.

Article XX

Article XX (j) of the General Agreement provides an exception to the
other provisions of the agreement by permitting the adoption of measures
essential to the acquisition or distribution of products in general or local
short supply, provided any such measures are consistent with the princi-
ple that all contracting parties are entitled to an equitable share of the
international supply of such products, and provided any measures which
are inconsistent with the other provisions of the General Agreement shall
be discontinued as soon as the conditions giving rise to them have ceased
to exist. Article XX(j) also provides that the Contracting Parties shall
review the need for this subparagraph not later than June 30, 1960.

At the 16th Session of -the Contracting Parties in May—June 1960 the
U.S. delegation proposed that, since the post-World War II conditions
that gave rise to the adoption of the provisions now contained in article
XX(j) have ceased to exist, its provisions be terminated. A number of
other delegations, however, felt that the provisions of article XX(j)
should be retained to meet possible emergency situations in the future,
Accordingly, on June 3, 1960, the Contracting Parties adopted a decision
to retain the provisions of article XX(j), subject to review not later than

June 30, 1965.
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Trade and Customs Regulations

Between June 1951 and May 1955 the International Chamber of Com-
merce adopted and submitted to the Contracting Parties a number of
resolutions relating to the reduction of trade barriers. The resolutions
dealt with customs treatment of commercial samples and advertising
materials, documentary requirements for the importation of goods,
consular formalities, valuation of goods for customs purposes, the na-
tionality of imported goods, formalities connected with the administration
of quantitative restrictions on imports, and the adoption of a set of guid-
ing principles for an international agreement designed to prevent the
misuse of marks of origin.”® ”

As a result of a working party’s consideration of these resolutions the
Contracting Parties adopted a draft convention on the importation of
samples and advertising material, a code of standard practices relating
to documentary requirements for the importation of goods, a code of
standard practices relating to consular formalities, and a resolution re-
garding the application of import- and export-licensing restrictions to
existing contracts. The Contracting Parties also recommended that in-
dividual contracting parties abolish their requirements for consular in-
voices and consular visas by December 31, 1956, and requested that they
report each year on the progress they had made in doing 50.77

Consular formalities

At their 8th, 9th, and 10th Sessions the Contracting Parties discussed
the question of consular formalities. At the 11th Session in 1956 it was
apparent that individual contracting parties would not be able to abolish
their consular formalities completely by the final date agreed upon at the
10th Session. The Contracting Parties therefore decided not to establish
any new deadline for abolishing such formalities, but reaffirmed their
previous recommendation that contracting parties continue to work
toward the elimination of the consular formalities they still maintained.
At their 12th Session in 1957 the Contracting Parties adopted a recom-
mendation that, as a minimum, contracting parties follow certain sug-
gested practices that would simplify consular procedures and insure
fairness in administration.

At the 13th Session in 1958 the Chairman of the Contracting Parties
announced that Turkey had declared that it would abolish consular fees
in the near future. The Contracting Parties instructed their Executive
Secretary to follow the progress made by other contracting parties in
eliminating their consular formalities.

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

™ See Operation of the Trade Agreements Program, 7th report, pp. 89-94.
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At their 16th Session in May—June 1960 the Contracting Parties noted
that under their recommendation of 1952, as amended in 1957, all con-
tracting parties that maintain consular formalities are required to report
to the Secretariat, by September 1 of each year, on the progress they
have made in eliminating such formalities, The Contracting Parties re-
quested those contracting parties that had not submitted such reports
for the previous year to do so as soon as possible, and placed the matter
on the agenda for the 17th Session.

Marks of origin

At their 10th Session in 1955 the Contracting Parties considered a
resolution, submitted by the International Chamber of Commerce, re-
lating to the adoption of a set of guiding principles for an international
arrangement designed to prevent the misuse of marks of origin. The
Contracting Parties did not study the resolution in detail at their 10th
Session, but agreed to do so at a later session.

At their 13th Session in 1958 the Contracting Parties established a
working party to examine a draft recommendation on marks of origin
that had been prepared by the Secretariat, primarily on the basis of the
recommendations submitted by the International Chamber of Com-
merce. Shortly before the end of the 13th Session the working party
submitted its report and a draft recommendation. to the Contracting
Parties. The recommendation consisted of 16 rules designed to reduce
the difficulties and inconveniences which result from marking regulations.
On November 21, 1958, the Contracting Parties adopted the working
party’s report and approved its recommendation. Under the terms of the
recommendation, contracting parties are to report changes in legislation,
rules, and regulations relating to marks of origin by September 1 of each
year. In order to comply with U.S. law, the U.S. delegate made several
reservations when he approved the recommendation on behalf of his
country.

On November 6, 1959, during their 15th Session, the Contracting
Parties circulated the first report of changes by contracting parties in
legislation, rules, and regulations relating to marks of origin. The report
indicated that the following countries had notified the Contracting Parties
of such changes: Czechoslovakia, Denmark, Finland, France, the Feder-
ation of Rhodesia and Nyasaland, Sweden, and the United States.

Nationality of imported goods

At their 8th, 9th, and 10th Sessions the Contracting Parties continued
their discussions on the nationality of imported goods. At their 11th
Session in 1956 they agreed to alter the rules they had recommended
with respect to proof of origin, as proposed to them by the International
“hamber of Commerce at the 10th Session, but postponed until the 12th
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Session their decision on whether to establish a common definition of the
nationality of imported goods. At their 12th and 13th Sessions in 1957
and 1958 the Contracting Parties postponed further consideration of
the matter until a later session.

At their 15th Session in October—November 1959 the Contracting
Parties noted that discussions on the nationality of imported goods were
still in progress within the European Economic Community and would
probably continue for some time. They therefore adopted the proposal
of the West German delegate that—to the extent that it involves the
General Agreement—discussion of the matter be postponed indefinitely.

Facilities for temporary admission of professional equipment and packing materials

At their 13th Session in 1958 the Contracting Parties considered a
proposal, submitted by the International Chamber of Commerce, that
the Contracting Parties adopt an international convention relating to
temporary and duty-free admission of professional equipment and pack-
ing materials. The convention had already entered into force for several
countries. Because of the pressure of other business the Contracting
Parties deferred discussion of the proposal until their 14th Session. In
May 1959, at that session, they agreed to. postpone further consideration
of the proposal pending receipt of draft conventions relating to certain
professional equipment and packing materials which were being drawn
up by the Brussels Customs Cooperation Council.

At the 15th Session in October—November 1959 the Customs Coopera-
tion Council submitted the draft conventions to the Contracting Parties.
"Following the suggestion of the Secretariat, the Contracting Parties
agreed to appoint a panel of experts to examine the conventions and to
make recommendations by the 16th Session. The Contracting Parties
also accepted the proposal of the U.S. delegate that the panel widen its
terms of reference to include not only the temporary admission of pro-
fessional equipment and packing materials but also the temporary ad-
mission of motion picture and television equipment.

At the 16th Session in May—June 1960 the panel of experts reported
to the Contracting Parties that they had completed their examination
of the conventions and their recommendations on them. The Contracting
Parties noted that individual contracting parties could sign the nearly
completed convention on packing materials or withhold their adherence
until the convention was fully completed. The convention on motion
picture and television equipment will be opened for signature at a future
session of the Contracting Parties.
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STATUS AND ADMINISTRATION OF THE GENERAL
AGREEMENT

Definitive Application

Article XXVI of the General Agreement provides that the agreement
shall enter into force when it has been accepted by contracting parties
that account for 85 percent of the total foreign trade of all contracting
parties. The General Agreement, however, has never definitively entered
into force under the provisions of article XXVI. It has been accepted
pursuant to a protocol of provisional application, which requires that the
signatories apply parts I and III of the agreement fully, and part II
{which contains most of the trade rules) to the fullest extent not incon-
sistent with domestic legislation in effect on a specified date. Originally,
if contracting parties desired to accept the agreement definitively pur-
suant to article XX VI, they were required to immediately modify domes-
tic legislation that was inconsistent with the provisions of the agreement.

Although the Contracting Parties have desired definitive acceptance
of the General Agreement at as early a date as possible, they have
recognized that it would not be practicable for certain contracting parties
to bring their domestic legislation_into conformity with part II of the
agreement immediately after such an acceptance. To surmount this
obstacle, the Contracting Parties—at their Ninth Session in 1954-55—
prepared a resolution which provided that an acceptance of the agreement
pursuant to article XXVI would be valid even if accompanied by a
reservation that legislation presently acceptable under the provisional
application of the agreement would remain acceptable under the definitive
application of the agreement. The resolution provided, however, that the
Contracting Parties would periodically review the progress that con-
tracting parties had made in bringing such “excepted” legislation into
conformity with the General Agreement. The resolution entered into
force during the 11th Session in 1956, after it had been accepted by all
the contracting parties.

At their next discussion of the question of definitive acceptance, during
their 16th Session in May—June 1960, the Contracting Parties again
urged contracting parties that had not deposited their instruments of
acceptance under article XXVI to do so as soon as possible. The Con-
tracting Parties also agreed to include the matter on the agenda of the
17th Session.

Protocols of Amendment, and Agreement on the Organization for
Trade Cooperation
At their Ninth Session in 195455 the Contracting Parties conducted
a review of the General Agreement to determine to what extent it should
be modified in order to attain its objectives more effectively. As a result
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of the review the Contracting Parties proposed a series of amendments
to the agreement, and negotiated an Agreement on the Organization for
Trade Cooperation (QTC)."® The proposed amendments (which were
incorporated in three protocols), as well as the Agreement on the Organi-
zation for Trade Cooperation, were then submitted to the contracting
parties for acceptance. The amending protocols are of three types: (1)
Technical changes in certain of the general provisions; (2) minor techni-
cal changes in the general provisions designed to bring the General Agree-
ment into conformity with the proposed OTC;? and (3) substantive
changes in the preamble and parts II and III of the General Agreement.
On October 7, 1957, shortly before the heginning of the 12th Session, the
third protocol, amending the preamble and parts II and III, entered into
force for two-thirds of the contracting parties. Since several contracting
parties had not accepted the protocol amending the preamble and parts
IT and III of the General Agreement, the Contracting Parties at their
13th Session in 1958 extended the deadline for signing the protocol until
2 weeks after the opening of the 15th Session in October 1959,

At the end of the 15th Session in November 1959 a total of 20 con-
tracting parties had definitively signed the Agreement on the Organiza-
tion for Trade Cooperation, and 6 contracting parties had signed it ad
referendum or subject to ratification or approval. The agreement, as well
as the first and second protocols of amendment, had not become effective
by that date.8°

At their 15th Session in October-November 1959 the Contracting
Parties noted that the protocols amending part I and articles XXIX and
XXX and the protocol of organizational amendments could not enter
into force until they had been signed by the required number of con-
tracting parties. They also noted that the protocol amending the pream-
ble and parts II and III had not been accepted by a number of contracting
parties. The Contracting Parties therefore extended the closing date for
signature of these protocols until 2 weeks after the beginning of the 17th
Session, which was scheduled for October 1960.

Rectification, Modification, and Consolidation of Schedules

Tariff concessions negotiated under the General Agreement are in-
corporated into the agreement by means of the schedules of tariff con-
cessions. A schedule is a list of all the concessions negotiated—pursuant
to the provisions of the General Agreement—by one particular contract-
ing party with other contracting parties. Each such country schedule

™ See Operation of the Trade Agreements Program, 8th report, pp. 9-26.

™ Protocol of organizational amendments.

® The first protocol requires acceptance by all the contracting parties; the second will
come into force concurrently with the Agreement on the Organization for Trade Coopera-
tion.
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contains, for each product on which the contracting party has granted
a concession, the number under which the product is classified in the
tariff of the particular contracting party, a description of the product,
and the rate of duty applicable to it. Article II of the General Agreement
makes each schedule of concessions an integral part of the agreement.

From time to time the Contracting Parties find that the text of the
schedules should be modified formally to take into account changes that
have, in fact, become effective by action of the Contracting Parties or
in accordance with procedures established by the Contracting Parties.
Accordingly, they prepare protocols of rectifications and modifications,
which list the changes necessary to bring the schedules up to date. The
protocols, which are then submitted to the individual contracting parties
for acceptance, formally enter into force when they have been accepted
by all the contracting parties. However, since the modifications or rectifi-
cations contained in the protocols have already been placed in effect by
action of the Contracting Parties, there is slight incentive for individual
contracting parties to accept them formally.

At the close of the period covered by this report the Fifth, Sixth, and
Seventh Protocols of Rectifications and Modifications, prepared by the
Contracting Parties and submitted to the contracting parties during the
period 1955~57, had not yet entered into force, but the concessions listed
in them had been placed in effect by the contracting parties concerned.

At their 13th Session in 1958 the Contracting Parties adopted a work-
ing party recommendation that an Eighth Protocol of Rectifications and
Modifications be opened for signature after the 13th Session and that a
Ninth Protocol be opened for signature on the first day of the 14th Ses-
sion in 1959. At the 14th Session the opening date for signature of the
Ninth Protocol was postponed until July 15, 1959.

At their 10th Session in 1955 several of the contracting parties ex-
pressed serious concern over the complexity of the schedules of conces-
sions in the General Agreement. They pointed out that the original
concessions and the subsequent rectifications and modifications were
scattered among more than 20 legal instruments and several GATT
documents. The Contracting Parties, therefore, explored the possibility
of preparing a set of up-to-date, consolidated schedules. Toward the close
of the 10th Session they adopted a tentative plan to prepare such consoli-
dated schedules. Because so many contracting parties were engaged in
tariff revisions, however, no definite plan had been formulated by the
close of the 13th Session in 1958, At that session the Contracting Parties
agreed not to establish a time limit for submission of draft consolidated

 Changes in the schedules may be substantive or nonsubstantive. An example of a
substantive change is the modification of a rate of duty pursuant to art. XXVIII of the
General Agreement; an cxample of a nonsubstantive change is the correction of a textual
spelling error.
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schedules by contracting parties that had not yet submitted such
schedules.

At the 15th Session of the Contracting Parties in October—November
1959, the Executive Secretary again proposed an alternative procedure
of “certification,” which would avoid the delays involved in the entry
into force of protocols of rectification and modification of the schedules
of the General Agreement. The proposal had been approved by the Con-
tracting Parties as early as the 11th Session in 1956 but had not become
effective because there had not been unanimous acceptance of the pro-
tocol amending part I and articles XXIX and XXX. In essence the
proposal called for discontinuing the practice of preparing protocols of
rectification and modification and, instead, using “certificates,” as pro-
vided for in the revised article XXX. These certificates would bring
together the rectifications and modifications of the schedules, but would
not enter into force until the revised article XXX had been accepted by
all contracting parties. This procedure would make it possible for con-
tracting parties to accept changes without authorizing plenipotentiaries
to sign the protocols. The procedure would also make it possible for con-
tracting parties to accept changes at the end of each session. In the past
such acceptance has been delayed for as-long as 6 years.

The Contracting Parties instructed the Executive Secretary to pro-
ceed in the future in accordance with his proposal. At their 16th Session
in May~June 1960 the Contracting Parties formally approved the pro-
posal.

Intersessional Administration of the Agreement

The General Agreement does not specifically provide for any organiza-
tion for its administration. Article XXV provides that the contracting
parties shall meet from time to time to consider matters arising out of
the application of the agreement, but does not provide any mechanism
for administering the agreement during the period when the Contracting
Parties are not in session. As a result of discussions at their Sixth Session
in 1951, the Contracting Parties established—on an experimental basis
—an ad hoc Committee for Agenda and Intersessional Business to deal
with matters that might require immediate action during the period
between the sessions of the Contracting Parties. This arrangement for
intersessional admintistration of the agreement was modified at the Ninth
Session in 1954-55 and the ad hoc committee was renamed the Interses-
sional Committee.

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

At their 13th Session in 1958 the Contracting Parties adopted a work-
ing party recommendation delineating the functions of the Intersessional
Committee. This recommendation permits the Intersessional Committee
to deal with matters that have been specifically referred to 1t by the
Contracting Parties, matters arising under paragraph 4 of article XXVIII
and under sections A, C, and D of article XVIII, and urgent matters
that may arise during intersessional periods and that have not been
foreseen by the Contracting Parties. The Contracting Parties decided
that the Intersessional Committee will be composed of 17 members
elected at the last session in each calendar year. Their election is to be
effected in such a manner as to insure that the Committee will be repre-
sentative of the broad geographical areas to which the contracting parties
belong and of the different degrees of economic development and diver-
gent economic interests that are to be found among them. The Interses-
sional Committee is to meet in Geneva on the call of the Executive
Secretary.3? The Contracting Parties proceeded, forthwith, to elect an
Intersessional Committee.

On November 19, 1959, during their 15th Session, the Contracting
Parties elected an Intersessional Committee to serve from the end of
the 15th Session until the beginning of the 17th Session. The Committee
is composed of the following contracting parties: Belgium, Canada, Chile,
Cuba, Denmark, France, West Germany, Ghana, India, Italy, Japan,
New Zealand, Pakistan, Peru, Turkey, the United Kingdom, and the
United States.

Continued Application of Schedules, and Article XXVIII Negotiations

Since the signing of the General Agreement in 1947 and the negotiation
of the first schedules of concessions, the Contracting Parties have agreed
for successive periods of time not to modify, under the provisions of
article XXVIII, the concessions that individual contracting parties have
granted in their respective schedules. At the end of each of these periods
the Contracting Parties have made specific arrangements to permit con-
tracting parties to modify their schedules.®

The last of such periods was to terminate on December 31, 1957.8¢

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

® For further discussion of these arrangements, see Operation of the Trade Agreements
Program: 7th report, pp. 80—83; 8th report, pp. 73-74.

® This date was specified in the Contracting Parties’ Declaration of Mar. 10, 1955.
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In anticipation of the ending of this period, the Contracting Parties on
November 28, 1957—at their 12th Session—adopted another Declaration
on the Continued Application of Schedules. This declaration applied to
those countries for which the revised article XXVIII has not become
effective. Those countries for which the revised article XXVIII is effec-
tive are subject to the provisions of that article. The deadiine for modifi-
cation of schedules under both the declaration and the revised article
XXVIII was extended from December 31, 1957, to March 31, 1958, for
those contracting parties that notified the Contracting Parties by De-
cember 31, 1957, of their intention to enter into negotiations for modifi-
cation of concessions under the revised article XXVIII in the last
declaration. At its April 28, 1958, meeting the Intersessional Committee
extended the terminal date for completing authorized negotiations to the
end of the 13th Session, and the Contracting Parties subsequently ex-
tended this date to the close of the 15th Session in 1959. Under the
revised article XXVIII, the new period for the continued application of
schedules will terminate on December 31, 1960.8

Ministerial Meetings at Sessions of the Contracting Parties

During their 11th Session in 1956 the Contracting Parties agreed that
meetings of foreign ministers of the contracting parties, held in the early
stages of succeeding sessions, would contribute to more effective opera-
tion of the General Agreement. Such meetings at the ministerial level
took place at the 12th and 13th Sessions.

During the first days of the 15th Session—October 26 through 29,
1959—the foreign ministers and ministerial representatives of the con-
tracting parties took part in the meetings of the Contracting Parties.
Their discussions at these meetings related chiefly to trends in, and ex-
pansion of, international trade, methods of promoting the effectiveness
of the General Agreement, and the proposal by the head of the U.S.

delegation, Mr. C. Douglas Dillon, that a new round of tariff negotiations
be held i 1960-61.

Election of Chairman and Vice Chairmen of the Contracting Parties

At their 13th Session in 1958 the Contracting Parties amended their
rules of procedure with respect to the time of election and the term of
office of the Chairman and Vice Chairmen of the Contracting Partjes. At
previous sessions these officers had been elected during the first 7 days
of a plenary session and had immediately assumed office, which they

®The revised art. XXVIII:1 provides for successive, automatically renewable, 3-year
periods—beginning Jan. 1, 1958—during which contracting parties undertake to refrain
from using, except at the end of such periods, the right provided for in art. XXVIII to
modify or withdraw existing tarff concessions.
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retained until their successors were elected. The amended rules provide
that the Chairman and Vice Chairmen shall be elected during the last
session of the Contracting Parties in each calendar year, and that they
shall hold office from the end of that session to the end of the last session
in the following calendar year.88 As a result of these changes the Chair-
man and Vice Chairmen for the 12th Session retained their offices during
the 13th Session. _

Toward the end of their 15th Session in October—-November 1959 the
Contracting Parties elected Mr. E. P. Barbosa da Silva, of Brazil, as
Chairman, and Mr. Toru Haguiwara, of Japan, and Dr. W. P. H. van
Oorschot, of the Netherlands, as Vice Chairmen. Their terms of office
began at the end of the 15th Session, and will terminate at the end of the
17th Session.

Fellowship Program

At their 10th Session in 1955 the Contracting Parties tentatively ap-
proved a training program to familiarize young government officials of
the contracting parties with the problems dealt with by the GATT
Secretariat in administering the agreement, and authorized the Executive
Secretary to place it in effect on an experimental basis.8” A¢ the 11th
Session the Intersessional Committee, the Secretariat, and the contracting
parties concerned reported their satisfaction with the program that had
been conducted in the interim between the 10th and 11th Sessions. As
a result of these reports, the Contracting Parties unanimously endorsed
the training program as one of the positive achievements of the General
Agreement, and extended it into 1957. Because of the success of the
program, the Contracting Parties increased the number of trainees from
6 to 10, effective for the second half of 1957. Financing of the increased
number of trainees was made possible by the United Nations Technical
Assistance Administration, which granted additional fellowships.

At their 12th Session the Contracting Parties authorized the Executive
Secretary to accept trainees from countries that are not contracting
parties to the General Agreement. As they had in the 12th and 13th
Sessions, the Contracting Parties at their 15th Session in October—~Novem-
ber 1959 extended the training program for an additional year.

Financial and Budgetary Matters

At their 15th and 16th Sessions the Contracting Parties approved the
audit of the 1958 accounts and the report of the working party on the
financing of the 1959 budget. They also adopted an estimated budget of

% At their 13th Session in 1958 the Contracting Parties decided to hold two sessions
each year.

% See Operation of the Trade Agreements Program, 10th report, pp. 53-54.
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$677,610 for 1960, the U.S. contribution to which is $120,332. Like the
budget estimates for the past 7 years, the estimate for 1960 was higher
than that for the preceding year. At the 15th and 16th Sessions the
Contracting Parties also adopted the following proposals made by the
Executive Secretary: (1) That the Contracting Parties reclassify cost-
of-living allowances for their Geneva-based personnel to harmonize con-
ditions of employment for such personnel with those of other organiza-
tions in the United Nations family; (2) that the Contracting Parties
authorize a 5-percent salary increase for certain personnel of the Secre-
tariat; (3) that the Contracting Parties authorize certain changes in
personnel allocation (the financial result of which is expected to be
negligible); and (4) that should it be impossible to finance the additional
expenses involved by savings within the 1960 budget, the Contracting
Parties authorize the use of funds from their working capital.



Chapter 3

Actions of the United States
Relating to Its Trade Agreements Program

U.S. TRADE-AGREEMENT OBLIGATIONS
Trade Agreements in Force on June 30, 1960

On June 30, 1960, the United States was a party to trade agreements
with 43 countries, the agreements having been negotiated under the
authority of the Trade Agreements Act, as amended and extended.! These
countries may be considered in two groups.

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

with them, are listed below: .

Country Date Country Date
Australia _____________ Jan. 1, 1948 Finland* _________._____ May 25, 1950
Austria _______________ Oct, 19, 1951 France® ________________ Jan. 1, 1948
Belgtum® _______________ Jan. 1, 1948 Germany (Federal
Brazil* _________________ July 31, 1948 Republic) ___._____.._ Qct. 1, 1951
Burma _________________ July 30, 1948 Ghama?® .. ______ ___.__ Jan. 1, 1948
Capada® .. __ . . ____ Jan. 1, 1948 Greece __._ ..._....___._ Mar. 9, 1950
Ceylon _____ S July 30, 1948 Haia® ___..____.._____ Jan. 1, 1950
Chile .___________ _____ Mar. 16, 1949 India ___ . _______ July 9, 1948
Cuba® _____ Jan. 1, 1948 Indonesia® ___.__________ Mar. 11, 1948
Denmark _______________ May 28, 1950 Ttaly o ____ May 30, 1950
Dominican Republic ____ May 19, 1950 Japan . ___________ Sept. 10, 1955

See footnotes at end of tabulation.

! For more detailed data on the trade agreements that the United States has concluded
with foreign countries, see U.S. Tanff Commission, Trade Agreements Manual: A Sum-
mary of Selected Data Relating to Trade Agreements Negotiated by the United States
Since 1934, 3d ed., misc. ser., 1959.

?Four countries withdrew from the General Agreement between Oct. 30, 1947, and
June 30, 1960—the Republic of China, Lebanon, Liberia, and Syria. On June 30, 1960,
a total of 37 countries, including the United States, were contracting parties to the
General Agreement. Although Czechoslovakia was a contracting party to the agreement
on that date, neither Czechoslovakia nor the United States had any obligations to the
other under the agreement. On Sept. 29, 1951, the United States, with the permission
of the Contracting Parties, suspended all its obligations to Czechoslovakia under the
General Agreement, Subsequently, effective Nov. 2, 1951, the United States suspended
the application of trade-agreement concessions to imports from Czechoslovakia.

87
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Country—Con. Date Country Date

Luxembourg ____________ Jan. 1, 1948 Rhodesia and

Malaya* _______ ________ Do. Nyasaland® _________ July 12, 1948
Netherlands® _.. _________ Do. Sweden* ____.__________ Apr. 30, 1950
New Zealand _________ _ July 31, 1948 Turkey* . ___ Oct. 17, 1951
Nicaragua .__ __._____ __ May 28, 1950 Union of South

Norway ________ . _______ July 11, 1948 Africa __________._____ June 14, 1948
Pakistan _______________ July 31, 1948 United Kingdom* _______ Jan. 1, 1948
Peru _ . ___ .. _______ Qet. 17,1951 Uruguay® _____ ____ . __ Dec. 16, 1953

' The bilateral trade agreements that the United States had previously concluded with
these countries have been either suspended or terminated.

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

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

¢ The Federation of Malaya attained independence and became a member of the British
Commonwealth of Nations on Aug. 31, 1957. On Oct. 24, 1957, it became a contracting
party to the General Agreement in its own rightt The agreement previously had applied
to Malaya as an area for which the United Kingdom had international responsibility.

® The Federation of Rhodesia and Nyasaland, composed of Southern Rhodesia, Northemn
Rhodesia, and Nyasaland, formerly came into existence on Sept. 3, 1953. On Oct. 30,
1953, it succeeded to the status of Southern Rhodesia as a contracting party to the
General Agreement, and to the interests of Northern Rhodesia and Nyasaland, to which
the agreement previously had applied as areas for which the United Kingdom had inter-
national responsibility.

2. The second group consists of those eight countries that had trade
agreements with the United States but were not contracting parties to
the General Agreement. These countries, together with the effective dates
of the respective bilateral trade agreements, are as follows:

Country Date | Country Date
Argentina ______________ Nov. 15, 1941 Tran* ___ o ___. June 28, 1944
El Salvador .____________ May 31, 1937 Paraguay _______________ Apr. 9, 1947
Honduras ______________ Mar. 2, 1936 Switzerland® ____________ Feb. 15, 1936
Tceland _________________ Nov. 19, 1943 Venezuela® _____________ Dec. 16, 1939

*The trade agreement between the United States and Iran was terminated by joint
agreement on Aug. 26, 1960, shortly after the close of the period covered by this report.

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

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

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

Proposals for Provisional Accession to, or for Special Arrangements Under,
the General Agreement

Switzerland, Israel, and Yugoslavia

On September 9, 1959, the Interdepartmental Committee on Trade
Agreements and the Committee for Reciprocity Information (CRI) re-
quested the views of interested persons regarding (1) the provisional
accession of Switzerland and Israel to the General Agreement, and (2)
relations with Yugoslavia under the General Agreement closer than those
afforded by having an observer attend sessions of the Contracting Parties.

The proposal for provisional accession of Switzerland to the General
Agreement was discussed in detail in the U.S. Tariff Commission’s 12th
report on the operation of the trade agreements program.’ The proposed
arrangements for the provisional accession of Israel would be similar to
those for Switzerland, except that o tariff negotiations have been car-
ried on between Israel and the contracting parties and, consequently, no
new tariff concessions would be involved. Israel would not be accorded
direct rights in the existing tariff concessions of contracting parties.®

Yugoslavia has not engaged in tariff negotiations with contracting
parties to the General Agreement. To take into account the existing
economic system of Yugoslavia, the proposed arrangements with that
country would be much looser than those with Switzerland and Israel. In
accordance with Yugoslavia’s desire for closer relationships with the
Contracting Parties than those afforded by its observer status, the pro-
posed arrangements provide that Yugoslavia would apply the provisions
of the General Agreement to the extent compatible with the current
economic system of Yugoslavia. In return, contracting parties would
accord to Yugoslavia such treatment as would achieve an equitable
balance of rights and obligations as envisaged in the General Agreement.

*On Nov. 17, 1960, after the close of the period covered by this report, the President
announced that, effective Dec. 16, 1960, the suspension of reduced rates of duty would
cease to be applicable to imports from Poland and areas under the provisional administra-
tion of Poland. Beginning Dec. 16, 1960, therefore, imports from Poland again became
dutiable at the reduced rates established pursuant to trade agreements.

“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.

¢ See also the section of this chapter on the provisional accession of Switzerland to the
General Agreement.

¢ See the discussion in ch. 2 on the provisional accession of Israel. The United States
has no bilateral trade agreement with Israel.
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Under the proposed arrangements, the objectives of the General Agree-
ment would be taken as the basis for commercial relationships between
Yugoslavia and contracting parties, and questions arising under the
arrangements might be considered in bilateral and multilateral consul-
tations.”

Tunisia and Poland

On January 29, 1960, the Interdepartmental Committee on Trade
Agreements issued notice that the United States intended to consider
participating in arrangements (1) for the provisional accession of Tunisia
to the General Agreement, and (2) for relationships between Poland and
the Contracting Parties to GATT closer than those afforded by that
country’s observer status. On the same day, the interdepartmental Com-
mittee for Reciprocity Information requested views by interested parties
with respect to U.S. participation in the proposed arrangements, and
announced that public hearings on the subject would be held beginning
on March 15, 1960.

The proposed arrangement with Tunisia would involve that country’s
provisional accession to the General Agreement, and its participation in
the work of the Contracting Parties on a limited basis pending its defini-
tive accession to the agreement after tariff negotiations at Geneva in
1960—61. Under the proposed arrangement, Tunisia would apply the
provisions of the General Agreement to contracting parties that accept
the arrangement, but would not undertake obligations with respect to
tariff concessions. In return, contracting parties that participate in the
arrangement would apply to Tunisia the provisions of the General Agree-
ment other than those which accord direct rights to their schedules of
tariff concessions.® The arrangement would not involve the granting of
any tariff concessions by the United States, which has no bilateral trade
agrecment with Tunisia.

Since the 12th Session of the Contracting Parties in 1957, Poland has
been represented at sessions of the Contracting Parties by an observer.
The proposed arrangement with Poland would involve that country’s
participation—without a vote—in the work of the Contracting Parties.
Under the arrangement, Poland would undertake promptly to make
public certain information such as the laws, regulations, and statistics
relating to its trade. Provision also would be made for bilateral adjust-
ment of questions arising out of the arrangement, and for an annual
review of the arrangement by the Contracting Parties.? The United States
has no bilateral trade agreement with Poland. U.S. participation in the
arrangement would not require the United States to grant most-favored-

" See the discussion in ch. 2 on the proposed arrangement with Yugoslavia,
® See the discussion in ch. 2 on the provisional accession of Tunisia.
® See the discussion in ch. 2 on the proposed arrangement with Poland.
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nation treatment to Poland, and would not involve the granting by the
United States of any tariff concessions or the extension to Poland of any
rights to existing U.S. tariff concessions.

Provisional Accession of Switzerland to the General Agreement

On March 30, 1960, the United States accepted the declaration of
November 22, 1958, governing the provisional accession of Switzerland
to the General Agreement on Tariffs and Trade. Under the arrangement
for Switzerland’s accession, Switzerland (with certain exceptions that
relate to arts. XI and XV of the General Agreement) and other con-
tracting parties that accept the declaration undertake to apply to each
other the provisions of the General Agreement. U.S. acceptance of the
declaration does not involve modification of any U.S. tanff concessions.
By accepting the declaration, the United States acquired direct rights to
the tariff concessions negotiated in 1958 by Switzerland and other con-
tracting parties to the General Agreement (not including the United
States). In return, Switzerland acquired direct rights to the tariff con-
cessions set forth in the U.S. schedule (schedule XX) of the General
Agreement.

Trade relations between the United States and Switzerland are also
governed by the bilateral trade agreement that the two countries nego-
tiated in 1936, and the supplementary agreement concluded in 1955, The
bilateral agreement between the United States and Switzerland will con-
tinue in force outside the framework of GATT. By an exchange of notes
on March 29, 1960, the United States and Switzerland agreed that con-
tinuance in force of their respective obligations under the bilateral trade
agreement will not prevent either country from taking action that is
permitted under an exception, reservation, or waiver to the provisions
of the General Agreement.

Adoption of New Nomenclature for Swiss Schedule of Bilateral Trade
Agreement With Switzerland

Effective January 1, 1960, Switzerland placed in effect a new tariff
schedule based on the Brussels Nomenclature. On December 30, 1959,
by an exchange of notes, the United States and Switzerland agreed that
the new nomenclature would apply to the Swiss schedule of tariff con-
cessions in the 1936 U.S.-Swiss bilateral trade agreement, as supple-
mented. The change in the Swiss tariff was limited to tariff numbers and
descriptions; no changes in rates of duty were involved. Tariff concessions
that the United States granted to Switzerland in the bilateral trade
agreement with that country were not affected by the exchange of notes.
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TRADE-AGREEMENT NEGOTIATIONS AND CONSULTATIONS
DURING 1959-60

During the period covered by this report the United States participated
in, or prepared for, limited trade-agreement negotiations under the
General Agreement (1) with Cuba, as a result of that country’s adoption
of a new customs tariff; (2) with Belgium, Denmark, West Germany,
Japan, the Netherlands, Sweden, and the United Kingdom, as a result
of requests by those countries for tariff concessions to compensate them
for increases in U.S. rates of duty resulting from escape-clause actions;
(3) with the United Kingdom, Belgium, and other interested contracting
parties as a result of U.S. invocation of the so-called Geneva wool-fabric
reservation; and (4) with Canada, as a result of that country’s revision
of the textile schedule of its tariff. The United States carried out its
preparations for negotiations with the above-mentioned countries under
the procedures specified in the Trade Agreements Act, as amended and
extended, in Executive Order 10082 of October 5, 1949, as amended, and
in Executive Order 10741 of November 25, 1957. During the period
covered by this report the United States also engaged in preparations
for participation in the general tariff Conference to be held by the
Contracting Parties to the General Agreement at Geneva beginning in
September 1960.

During 1958-59 the United States and Brazil participated in tariff
negotiations which were part of a general renegotiation to establish a
new Brazilian schedule of concessions in the General Agreement on
Tariffs and Trade. The negotiations, which began in February 1958, were
concluded on February 10, 1959, with the signature by the two countries
of a procés-verbal embodying the results of the renegotiations. By the
close of the period covered in this report the Brazilian Congress had not
ratified the results of the renegotiations, and therefore neither the con-
cessions that Brazil granted to the United States nor the changes nego-
tiated in Wic etatus of U.S. concessions to Brazil had become effective.!®

Tariff Renegotiations With Cuba

On July 30, 1959, the interdepartmental Comiiittee for Reciprocity
Information issued notice that the United States intended to participate
in tariff renegotiations with Cuba under the provisions of article XXVIII
of the General Agreement. The CRI also announced that public hearings
to obtain views with respect to U.S. participation in the renegotiations
would be held beginning September 15, 1959.

The proposed renegotiations resulted from Cuba’s adoption of a new
customs tariff. In 1958, as a result of studies leading to the revision of

** For a detailed discussion of the U.S.-Brazilian tariff negotiations, see Operation of the
Trade Agreements Program, 12th report, pp. 79-84.
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its tariff, Cuba placed in effect the new nomenclature and rates of duty
applicable to imports from countries with which it did not have trade
agreements or commercial arrangements. At that time Cuba announced
that it would continue in effect the old nomenclature and rates of duty
applicable to imports from other countries, pending completion of tariff
negotiations with them. Subsequently, Cuba transmitted to the United
States a list of the tariff concessions in its schedule (schedule IX) of
the General Agreement which it proposed to renegotiate. The list com-
prised 44 commodity groups or principal commodities.

Article XXVIII of the General Agreement provides that a country
proposing to renegotiate a concession by modifying or withdrawing it
is required to negotiate regarding compensatory adjustment with the
country with which the concession was originally negotiated and with
any other country having a principal supplying interest or substantial
trade in the commodity covered by the concession. This article also pro-
vides that if no settlement is possible on the basis of such compensatory
concessions as may be offered, the countries adversely affected may
withdraw concessions initially negotiated with the first country which
are of a value substantially equivalent to the concessions which the first
country is modifying or withdrawing. The notice of the CRI, therefore,
invited views from interested parties (1) regarding the possible effect
on U.S. trade of modification or withdrawal of concessions in Cuba’s
schedule of the General Agreement, (2) regarding compensatory con-
cessions which the United States might seek from Cuba, and (3) con-
cerning possible withdrawal of concessions in the U.S. schedule of the
General Agreement (schedule XX) initially negotiated with Cuba.

- By June 30, 1960, the close of the period covered by this report, the
article XXVIII renegotiations between Cuba and the United States had
not yet begun.

Negotiations Resulting From Requests for Compensatory Concessinee

© On August 19, 1959, the Interdepartmental Committee on Trade
Agreements issued public notice that the United -States intended to
undertake limited tarifl negotiations, under the provisions of article XIX
of the General Agreement, 2s a result of requests by seven contracting
parties for compensatory tariff concessions. The proposed negotiations
were to be held (1) with the United Kingdom and West Germany, to
compensate those countries for increase in the U.S. rate of duty on
safety pins; (2) with Sweden, Denmark, Belgium, and the Netherlands,
to compensate those countries for increase in the U.S. rate of duty on
spring clothespins; and (3) with Japan, to compensate that country for
increase in the U.S. rate of duty on clinical thermometers. The President
modified or withdrew the U.S. concessions on the above-mentioned com-
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modities and increased the rates of duty on them during 1957 and 1958,
after escape-clause investigations and reports by the Tariff Commission.

On August 19, 1959, the President transmitted to the Tariff Commis-
sion a list of the commodities that the United States proposed to consider
for compensatory concessions in the negotiations. The President’s list
involved 26 tariff paragraphs and covered 36 statistical (Schedule A) 1!
classifications. The Commission instituted the required peril-point in-
vestigation on August 19, 1959. Public hearings were held by the Tanft
Commission October 6-8, 1959, and by the Committee for Reciprocity
Information on October 6 and 8, 1959. The Commission submitted its
peril-point report to the President on November 23, 1959. On June 30,
1960, the close of the period covered by this report, the negotiations with
the seven countries mentioned above had not been completed.

Negotiations Resulting From U.S. Invocation of the Geneva Wool-Fabric
Reservation

On October 22, 1959, the Interdepartmental Committee on Trade
Agreements issued public notice that the United States intended to
undertake limited tariff renegotiations with the United Kingdom, Bel-
gium, and other interested contracting parties, for the purpose of modify-
mg U.S. tariff concessions on certain wool fabrics. The renegotiations
resulted from the invocation by the United States in 1956 of the so-called
Geneva wool-fabric reservation in its schedule of the General Agreement,
and the subsequent establishment of a tariff quota on imports of certain
wool fabrics.1? ' '

In accordance with the provisions of section 3 of the Trade Agreements
Extension Act of 1951, as amended, the President on October 22, 1959,
transmitted to the Tariff Commission a list of the commodities that the
United States proposed to consider in the renegotiations. The President’s
list involved 2 tariff paragraphs and covered 31 statistical (Schedule A)
clas?h‘can‘bm, The Commission instituted the required peril-point in-
vestigation on October22,.1959. Public hearings were held by the Tariff
Commission December 14 and 7-10, 1959, and by the Committee for
Reciprocity Information December 1, 2, 4, and 7-10, 1959. The Commis-
sion submitted its peril-point report to the President on February 10,
1960. On June 30, 1960, the close of the period covered by this report,

"U.S. Department of Commerce, Schedule A, Statistical Classification of Commodities
DLnported Into the United States,

* The rtariff concessions involved in the renegotiations were those contained in rariff
items 1108 and 1109(a) in pt. I of schedule XX (the U.S. schedule) of the General Agree-
ment. The note appended to item 1108 permits the United States to establish a tariff
quota on imports of the specified woolen fabrics. See the section of this chapter on the
Geneva wool-fabric quota.
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the renegotiations for the modification of U.S. tariff concessions on certain
wool fabrics had not been completed.

Negotiations Resulting From Canada’s Tariff Revision

On September 30, 1959, the interdepartmental Committee for Rec-
iprocity Information invited interested parties to submit their views
with respect to U.S. participation in tariff renegotiations arising from
Canada’s desire to modify—under the provisions of article XXVIII of
the General Agreement—certain concessions that 1t had granted in that
agreement on textiles and related products. Many of the concessions
that Canada desired to renegotiate had been initially negotiated with
the United States or involved commodities of which the United States 1s
the principal or a large supplier.

The proposed renegotiations were one in a series resulting from Can-
ada’s continuing revision of its customs tariff. In carrying out the re-
viston of its tariff, the Government of Canada refers individual tariff
schedules to the Canadian Tariff Board for investigation and recom-
mendations. On the basis of the Board’s recommendations the language,
and in some instances the rate structure, is revised. Not all the revisions
recommended by the Canadian Tariff Board involve increases in rates of
duty; some of them call for reductions in existing rates of duty and
others relate to changes in language incidental to the establishment of
broader tariff classifications. Insofar as the tariff revision involves com-
modities that have been the subject of concessions by Canada under
the General Agreement, Canada is required to renegotiate with the in-
terested contracting parties, with a view to granting them compensatory
concessions in those instances in which rates of duty on concession items
are increased. The renegotiations did not involve the granting of any
tariff concessions by the United States.

The renegotiations, which began in November 1959, involved revision
of part of the textile schedule in the Canadian tariff. The revision in-
cluded certain commodities in the following classifications of Canada’s
schedule (schedule V) of the General Agreement: Cotton products;
synthetic textile fiber products; silk products; wool and products; flax,
hemp, and jute products; textile products of miscellaneous and mixed
composition; and other products.*® On April 1, 1960, Canada placed
in effect the results of the first part of its renegotiations—with the United
States and other countries—of its concessions on textiles and related
praducts.

“For a mace detailed listing of the commodity groups involved in the renegotiations,
sec U.5. Departhwpt of State press release No. 684, Sept. 30, 1959.
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Preparatioas for General Tariff Negotiations in 1960-61

At the beginning of their 13th Session the Contracting Parties to the
General Agreement on Tariffs and Trade held a series of ministerial
meetings, at which the United States was represented by Mr. C. Douglas
Dillon, Under Secretary of State for Economic Affairs. At these meetings
the United States proposed that arrangements be made to hold a fifth
round of general tariff negotiations beginning in mid-1960.* The United
States-also suggested that such negotiations be completed before Jan-
uary 1, 1962, the date when the members of the European Economic
Community would take the first step in adjusting their national external
tariffs to the Community’s common external tariff. At the conclusion
of the ministerial meetings, the ministers agreed that it would be desir-
able to hold a hfth round of general tariff negotiations and recommended
that the Contracting Parties consider the matter.

During their plenary session the Contracting Parties discussed the pro-
posal for a new round of tariff negotiations. Since the U.S. proposal had
the general approval of the contracting parties, the Contracting Parties
appointed a committee to examine it and to suggest rules and conditions,
as well 2s a time and place, for the proposed negotiations.

On the basis of the committee’s recommendation, the Contracting
Parties decided at their 14th Session in May 1959 to hold a general tariff
Conference beginning in September 1960. The Conference will embrace
four types of negotiations: (1) Renegotiations with the member states
of the European Economic Community pursuant to article XXIV:6; (2)
renegotiations of concessions in existing schedules pursuant to article
XXVIII:1; (3) negotiations by contracting parties for new or additional
concessions; and (4) negotiations with countries that desire to accede to
the General Agreement. The tariff Conference will consist of two phases.
The first phase, beginning in September 1960, will be concerned with re-
negotiations (items 1 and 2 above); the second phase, beginning some-
time in 1961, will be concerned with negotiations with contracting parties
for new or additional concessions and negotiations with countries that de-
sire to accede to the General Agreement (items 3 and 4 above).

Trade-Agreement Consultations With Venezuela

On March 15, 1960, the Department of State announced that the
United States would shortly begin consultations with the Government
of Venczuela to study the cffect of certain import restrictions that
Venezuela had imposed—for the most part in 1959~—on U.S. exports 0
that country. The consultations were requested by the United States
under the provisions of article XVII of the 1939 bilateral trade 4greement

 The four previous rounds of general tari negotiations were hel< at Geneva in 1947,
at Annecy tn 1949, at Torquay in 1950-51, and at Geneva in 1954
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with Venezuela, as supplemented. The restrictions imposed by Venezuela
include those on cigarettes, wheat flour, automobiles, cameras, canned
food products, copper cable, and numerous luxury and semiluxury prod-
ucts. The consultations did not involve any revision or modification of
the bilateral trade agrcement between the United States and Venezuela.

Consultations on Import Restrictions

On March 15, 1960, the interdepartmental Committee for Reciprocity
Information invited interested parties to submit views in connection
with consultations scheduled during 1960 by the Contracting Parties to
the General Agreement on Tariffsand Trade. The consultations relate
to the application by certain contracting parties of quantitative import
restrictions imposed for balance-of-payments reasons under articles X1I,
XIV, and XVIII:B of the agreecment. Plans call for separate consulta-
tions with each consulting country by a pane! of 13 countries, including
the United States. The proposed schedule for the consultations, and the
consulting countries, are as follows: May 1960—Austria, Brazil, Den-
mark, Greece, India, Malaya, and Uruguay; July 1960—Finland, France,
Ghana, Israel, Norway, Sweden, Turkey, and Yugoslavia; October 1960
—Australia, Burma, Ceylon, Chile, Indonesia, Japan, New Zealand, Paki-
stan, and Rhodesia and Nyasaland.
~ Each consultation is designed to afford the Contracting Parties the
opportunity (1) to review the particular country’s financial and eco-
nomic position, and (2) to explore the possibilities for further relaxation
of its import restrictions, for lessening the discriminatory application of
such restrictions, and for moderating particular policies and practices
that are especially burdensome to exporters in other countries that are
contracting parties to the General Agreement. The CRI suggested that
interested U.S. exporters, business firms, labor organizations, and other
individuals or associations might, as a result of their own experience,
wish to submit certain types of information that would be useful to the
U.S. Government during the course of the consultations.

ACTIONS RELATING TO TRADE-AGREEMENT CONCESSIONS
Withdrawal or Modification of Trade-Agreement Concessions

Stainless-steel table flatware

By Proclamation 3323 of October 20, 1959, effective November 1, 1959,
the President modified the concessions that the United States granted on
certain stainless-steel table flatware in the General Agreement on Tariffs
and Trade. The concessions were inodified under the provisions of article
XIX of the General Agreement, after an escape-clause investigation
and report by the U.S. Tanff Commission pursuant to section 7 of the
Trade Agreements Extension Act of 1951, as amended. In his proclama-
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tion the President established a tariff quota on imports of certain stain-
less-steel table flatware not over 10.2 inches in overall length and valued
at under $3 per dozen pieces. The proclamation increased the rates of
duty on imports of the specified stainless-steel table flatware which are
in excess of 69 million single units annually; for imports up to 69 million
single units annually the rates of duty were not changed.!®

Geneva wool-fabric quota

In a note attached to item 1108 of part I of the U.S. schedule of con-
cessions 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 or 1109(a), on any of such fabrics that are entered 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.

By Proclamation 3160 of September 28, 1956, the President invoked
this so-called Geneva wool-fabric reservation and established, effective
October 1, 1956, a tariff quota on imports of certain woolen and worsted
fabrics. Under the proclamation it is necessary for the President to in-
form the Secretary of the Treasury of the size of the quota for each year.
Before the United States invoked the Geneva wool-fabric reservation,
the rates of duty on the woolen and worsted fabrics covered by the
reservation were 30 or 37% cents per pound, depending on the nature of
the fabric, plus 20 or 25 percent ad valorem, again depending on the
" nature of the fabric. Since the United States invoked the reservation,
the rates of duty on imports of the specified woolen and worsted fabrics
have remained the same for a quantity up to that determined each year
by the President. Imports in excess of the quantity specified by the
President—with the exceptions noted below—have been subject to an
ad valorem duty of 45 percent; the specific parts of the compound duties
have not been changed.

On March 7, 1958, by Proclamation 3225, the President amended the
proclamation of September 28, 1956, to provide that imports of certain
handwoven and “religious” fabrics would be subject to an overquota
rate of 30 percent ad valorem. On April 21, 1959, by Proclamation 3285,
the President further amended the proclamation of September 28, 1956,
by establishing an overquota rate of duty of 30 percent ad valorem for a

* For the concession rates of duty on the specified products and the increased rates of
duty proclaimed by the President for imports of the specified products in excess of 69
million single units annually, see 24 F.R. 8625,
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maximum of 350,000 pounds of overquota imports of certain high-priced,
high-quality fabrics.’®

On February 8, 1960, the President informed the Secretary of the
Treasury that, for the calendar year 1960, the tariff quota on woolen
and worsted fabrics dutiable under tariff paragraphs 1108 and 1109(a)
would be 13.5 million pounds—the same as for 1959.17 In the press re-
lease announcing the wool-fabric quota for 1960, the President noted that
many problems have arisen during the operation of the quota and stated
that in an effort to find a more satisfactory solution to those problems,
the United States had issued notice of its intention to renegotiate the
tariff concessions involved.!®

U.S. Restrictions on Imports of Agricultural Products

To resolve the difference between its domestic legislation and the
provisions of the General Agreement, the United States—at the Ninth
Session of the Contracting Parties to the General Agreement on Tariffs
and Trade in 1954-55—requested a waiver of its commitments under
articles II and XTI of the General Agreement, insofar as such commit-
ments might be regarded as inconsistent with action it is required to
take under section 22 of the U.S. Agricultural Adjustment Act, as
amended. Besides establishing certain rules of procedure and certain
conditions as to consultation, the waiver, which the Contracting Parties
granted to the United States at the Ninth Session, requnred the Umted
States to report annually on its actions under the waiver.!?

During all or part of the period July 1, 1959, to June 30, 1960, the
United States applied quantitative restrictions (quotas 2° or embargoes)
on the importation of certain cotton and cotton waste; wheat and wheat
flour; certain dairy products; butter substitutes containing 45 percent
or more of butterfat; almonds; peanuts; peanut oil; tung oil and tung
nuts; certain articles containing butterfat; and rye, rye flour, and rye

" Proclamation 3317 of Sept. 24, 1959, which also amended the proclamation of Sept.
28, 1956, made certain technical clarifications of that proclamation.

" White House press release, Feb. 8, 1960. For the period Oct, 1~Dec. 31, 1956, the
tariff cwvota was 3.5 million pounds; for 1957, 14 million pounds; for 1958, 14.2 million
pounds; and for 1959, 13.5 million pounds.

'* See the section of this chapter on negotiations resulting from U.S. invocation of the
Geneva wool-fabric reservation.

™ For a discussion of the fifth annual report of the United States on its actions under
the waiver, sce the section of ch. 2 on U.S. restrictions on imports of agricultural products
(fifth annual report) (arts. IT and XI).

® This discussion relates only to quotas that limit the total quantity of imports. Such
“absolute” quotas are to be distinguished from “tariff” quotas established for a number
of individual articles in various trade agreements. Under tanff quotas, specified quantities
of the articles may enter the United States at the ordinary rates of duty; imports in excess
of the quota are subject to higher rates of duty but may be entered in unlimited quantities.
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meal—under the provisions of section 22 of the Agricultural Adjustment
Act, as amended.?’ During this period the United States also charged
fees, under the provisions of section 22, on the importation of flaxseed,
linseed oil, and peanut oil; these fees were in addition to the regular
import duties levied on those products.

Section 22 of the Agricultural Adjustment Act, as amended, authorizes
the President to restrict imports of any commodity, by imposing either
fees or quotas (within specified limits), whenever such imports render
or tend to render ineffective, or materially interfere with, programs of the
U.S. Department of Agriculture relating to agricultural commodities or
products thereof. Section 22 requires the Tariff Commission, when so
directed by the President, to conduct an investigation of the specified
commodity, including a public hearing, and to make a report and ap-
propriate recommendation to him. Under subsection (f) of section 22,
as amended by section 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 may be applied in a manner inconsistent
with the requirements of section 22.

Section 8(a) of the Trade Agreements Extension Act of 1951, as
amended, establishes special procedures-for invoking section 22 in emer-
gency conditions due to the perishability of any agricultural commodity.
When the Secretary of Agriculture reports to the President and to the
Tariff Commission that such emergency conditions exist, the Commission
must make an immediate investigation under section 22 and make ap-
propriate recommendations to the President. The Commission’s report
to the President and the President’s decision must be made not more
than 25 calendar days after the case is submitted to the Commission.

An amendment to section 22 of the Agricultural Adjustment Act by
section 104 of the Trade Agreements Extension Act of 1953 22 provides
that the President may take immediate action under section 22 without
awaiting the Tariff Commission’s recommendations whenever the Secre-
tary of Agriculture determines and reports to him, with regard to any
article or articles, that a condition exists requiring emergency treatment.
Such action by the President may continue in effect pending his receipt
of, and his action on, the report and recommendations of the Commission
after an investigation under section 22. Under section 8(a) of the Trade
Agreements Extension Act of 1951, as amended, the President’s authority
to act before he had received a report from the Commission was limited
to perishable agricultural products. During the period covered by this
report no acticn was taken under either subsection (f) of section 22 or
section 8(2) of the Trade Agreements Extension Act of 1951, as amended.

#7US.C. 624
=67 Stat. 472,
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During the period July 1959—June 1960 the Tariff Commission com-
pleted five investigations under the provisions of section 22 of the Agri-
cultural Adjustment Act, as amended—a supplemental investigation of
long-staple cotton; an investigation of rye, rye flour, and rye meal; an
investigation of shelled almonds and blanched, roasted, or otherwise
prepared or preserved almonds; a supplemental investigation of certain
cheeses; and an investigation of articles containing cotton. Only two
of these investigations—those relating to rye, rye flour, and rye meal
and to certain cheeses—resulted in action under the provisions of section
22. As a result of the Tariff Commission’s investigation of rye, rye flour,
and rye meal, the President decided to continue for 2 years the existing
annual quota on those products. As a result of the Tariff Commission’s
supplemental investigation of certain cheeses, the President increased the
annual quotas for Edam and Gouda cheeses and for Italian-type cheeses.

Long-staple cotton (supplemental investigation)

On March 25, 1959, the Commission upon its own motion instituted,
under the provisions of section 22, a supplemental investigation of cotton
having a staple of 1% inches or more in length. Annual absolute quotas
on imports of such cotton were originally made effective on September
20, 1939, by Presidential Proclamation 2351 of September 5, 193923
after an investigation under section 22 by the Tariff Commission. When
the Commission instituted the supplemental investigation on March 25,
1959, the quota was 45,656,420 pounds for each 12-month period begin-
ning August 1, and was subdivided into two separate quotas, one for
cotton having a staple of 1% inches or more in length (39,590,778 pounds)
and the other for cotton having a staple of 1% inches or more but less
than 1% inches in length (6,065,642 pounds). The Commission held
a public hearing on April 28 and 29, 1959.

The Commission reported the results of its investigation to the Presi-
dent on July 10, 1959.2¢ On the basis of its investigation the Commission
found (Commissioner Overton not participating, and Commissioners
Schreiber and Sutton dissenting) that no changed circumstances existed
requiring the modification of the existing quotas on long-staple cotton
established under the authority of section 22 of the Agricultural Adjust-
ment Act, as amended. The Commission, therefore, made no recom-
mendation to the President for further action under section 22. On Sep-
tember 22, 1959, the President accepted the Commission’s report on long-
staple cotton.

=4 F.R. 3822.
#*U.S. Tariff Commission, Long-Staple Cotton: Report to the President on Investiga-
tion Supplemental to Investigation No. 1 Under Section 22 . . ., 1959 [processed].
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Rye, rye flour, and rye meal

On June 24, 1959, at the request of the President, the Tariff Commis-
sion instituted an investigation of rye, rye flour, and rye meal under the
provisions of section 22. A public hearing was held on July 13, 1959.

The Commission reported the results of its investigation to the Presi-
dent on July 29, 1959.25 On the basis of its investigation, the Commission
found that rye, rye flour, and rye meal were practically certain to be
imported after June 30, 1959, under such conditions and in such quan-
tities as to render or tend to render ineffective, or materially interfere
with, the price-support program for rye undertaken by the Department
of Agriculture pursuant to sections 301 and 401 of the Agricultural Act
of 1949, as amended, and to reduce substantially the amount of products
processed from domestically produced rye. To prevent such interference,
the Commission recommended that a quota of 95,200,000 pounds, of
which not more than 8,000 pounds may be rye flour or rye meal, be
imposed for succeeding 12-month periods beginning July 1, 1959. The
Commission also recommended that of the total annual quota, not more
than 93,296,000 pounds be allocated to Canada and not more than
1,904,000 pounds, to all other countries.

By Proclamation 3306 of August 4, 1959,2¢ the President imposed for
the 2 years ending June 30, 1961, an average annual quota of 186,000,000
pounds for imports of rye, rye flour, and rye meal. In its report the Tanff
Commission had recommended the imposition of an annual quota of
95,200,000 pounds for an indefinite period. In accepting the Tariff Com-
. mission’s finding that import restrictions would remain necessary after
June 30, 1959, the President decided to continue for 2 years the existing
annual quota of 186,000,000 pounds. His proclamation continued the
historical allocation of the quota—182,280,000 pounds for imports from
Canada and 3,720,000 pounds for imports from other countries. The
proclamation specified that of the total permissible imports, not more
than 15,000 pounds might be of rye flour or rye meal.

Almonds

On July 29, 1959, at the request of the President, the Tanff Commis-
sion Instituted an investigation of shelled almonds and blanched, roasted,
or otherwise prepared or preserved almonds, under the provisions of sec-
tion 22. The Commission held a public hearing in the investigation on
August 25, 1959.

The Commission reported the results of its investigation to the Presi-

®U.S. Tariff Commission, Rye and Rye Flour and Rye Meal: Report to the President
on Investigation 9C Under Section 22 . . ., 1959 [processed].
24 F.R.6407; 3 CFR, 1959 Supp., 54.



JULY 1959-JUNE 1960 103

dent on September 25, 1959.27 The four Commissioners participating in
the decision in this investigation divided equally in their findings.®
Commissioners Talbot and Schreiber found that shelled almonds and
blanched, roasted, or otherwise prepared or preserved almonds (not in-
cluding almond paste) were practically certain to be imported into the
United States during the period October 1, 1959, to September 30, 1960,
both dates inclusive, under such conditions and in such quantities as to
materially interfere with the U.S. Department of Agriculture marketing-
agreement-and-order program with respect to almonds undertaken pur-
suant to the Agricultural Marketing Agreement Act of 1937, as amended.
These Commissioners also found that in order to prevent such interfer-
ence it was necessary that a fee of 10 cents per pound, but not more than
SO percent ad valorem, be imposed on all such products imported during
the 12-month period beginning October 1, 1959, in excess of an aggregate
quantity of 3 million pounds. The fee recommended was to be in addi-
tion to the regular customs duties (irrespective of the quantities im-
ported) of 16 cents per pound on shelled almonds and 18% cents per
pound on blanched, roasted, or otherwise prepared or preserved almonds.

Commissioners Jones and Dowling found that shelled almonds, and
blanched, roasted, or otherwise ‘prepared or preserved almonds were not
practically certain to be imported into the United States during the period
October 1, 1959, to September 30, 1960, both dates inclusive, under such
conditions and in such quantities as to render or tend to render ineffec-
tive, or materially interfere with, the U.S. Department of Agriculture
marketing-agreement-and-order program with respect to almonds under-
taken pursuant to the Agricultural Marketing Agreement Act of 1937,
as amended. These Commissioners, therefore, made no recommendation
to the President for the imposition of additional import restrictions on
the products under consideration.

On February 5, 1960, the President announced that he had accepted
as the findings of the Tariff Commission the findings of two Commis-
sioners that imposition of restrictions on imports of the specified almonds
under the provisions of section 22 was not warranted. Section 330(d)
of the Tariff Act of 1930, as amended, authorizes the President—when
the vote of the Tariff Commission is equally divided—to accept the

findings of either group of Commissioners as the findings of the Commis-
sion.

Certain cheeses (supplemental investigation)

At the request of the President, the Tariff Commission on October 21,

7 U.S. Tariff Commission, Almonds: Report to the President on Investigation No. 21
under Section 22 ., ., 1959 [processed].

* Commissioners Overton and Sutton did not participate in the decision in this investi-
gation.
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1959, instituted a supplemental investigation, under the provisions of
section 22, with respect to the following cheeses: Edam and Gouda
cheeses; and Italian-type cheeses made from cow’s milk in original loaves
(Romano made from cow’s milk, Reggiano, Parmesan, Provoloni, Provo-
lette, and Sbrinz). Import quotas were originally imposed on these
cheeses in 1953. The Commission held a public hearing in the investiga-
tion on November 23 and 24, 1959.

The Commission reported the results of its investigation to the Presi-
dent on April 8, 1960.22 On the basis of its investigation, the Commission
found (Commissioners Schreiber and Sutton dissenting) that the annual
quota for Edam and Gouda cheeses might be increased from 4,600,200
pounds to 9,200,400 pounds, and that the annual quota on the Italian
types of cheeses might be increased from 9,200,100 pounds to 11,500,100
pounds, without materially interfering with or rendering ineffective the
price-support program for milk and butterfat.

By Proclamation 3347 of May 11, 1960,3° effective July 1, 1960, the
President increased the annual quota for Edam and Gouda cheeses from
4,600,200 pounds to 9,200,400 pounds and that for Italian-type cheeses
from 9.200,100 pounds to 11,500,100 pounds, as recommended by the

Commission.

Articles containing cotton

On November 16, 1959, at the request of the President, the Tariff
Commission instituted an investigation—under the provisions of section
22-—of articles containing cotton. The purpose of the investigation was
- to determine whether articles containing cotton are being, or are prac-
tically certain to be, imported into the United States under such condi-
tions and in such quantities as to render or tend to render ineffective, or
materially interfere with, the export subsidy program of the U.S. Depart-
ment of Agriculture for cotton and cotton products in operation pursuant
to section 203 of the Agricultural Act of 195631 The Commission held
public hearings in the investigation March 1-4 and 8-9, 1960.

On June 27, 1960, the Commission reported to the President the results
of its investigation of articles containing cotton.3? On the basis of its
investigation, the Commission found (Commissioners Schreiber and Sut-
ton dissenting) that imports of articles containing cotton were not ren-
dering or tending to render ineffective or materially interfering with the
Department of Agriculture cotton export subsidy program. The Com-

2 U.S. Tariff Commission, Certain Cheeses: Report to the President on Investigation
No. 226 (Supplemental) Under Section 22 . . ., 1960 [processed].

25 F.R. 4343.

70 Stat. 199; 7 U.S.C. 1853.

2 U.S. Tariff Commission, Articles Containing Cotton: Report to the President on
Investigation No. 22—22 Under Section 22 . . ., 1960 [processed].
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mission, therefore, made no recommendation to the President for the
imposition of a fee or other import restriction on the imports of such
articles. On June 30, 1960, the close of the period covered by this report,
the Prestdent had not acted on the Commission’s report.3?

ACTIVITIES UNDER THE PERIL-POINT PROVISION

Sections 3 and 4 of the Trade Agreements Extension Act of 19513
set forth the statutory requirements for so-called peril-point determina-
tions in connection with proposed trade-agreement negotiations. The
peril-point provisions of the 1951 act require the President, before enter-
ing into any trade-agreement negotiation, to transmit to the Tariff Com-
mission a list of the commodities that are to be considered for conces-
stons. The Commission is then required to conduct an investigation, in-
cluding a public hearing, and to report its findings to the President on
(1) the maximum decrease in duty, if any, that can be made on each
listed commodity without causing or threatening serious injury to the
domestic industry producing like or directly competitive products, or
{2) the minimum increase in duty or additional import restrictions that
may be necessary on any of the listed products in order to avoid serious
injury or the threat of serious injury to such domestic industry.

The President may not conclude a trade agreement until the Tariff
Commission has submitted its report to him, or until 6 months from the
date he transmits the list of products to the Commission.3® Should the
President conclude a trade agreement that provides for greater reduc-
tions in duty than the Commission specifies in its report, or that fails to
provide for the minimum increase in duty or the additional import re-
strictions that the Commisston specifies, he must transmit to the Congress
a copy of the trade agreement in question, identifying the articles con-
cerned and stating his reasons for not carrying out the Tariff Commis-
sion’s recommendations. Promptly thereafter, the Tariff Commission
must deposit with the Senate Committee on Finance and the House Com-
mittee on Ways and Means a copy of the portions of its report to the
President dealing with the articles with respect to which the President
did not follow the Commission’s recommendations.

The Trade Agreements Extension Act of 1958 amended section 3 of
the Trade Agreements Extension Act of 1951, as amended, by providing

®On Aug. 23, 1960, after the close of the period covered by this report, the President
accepted the Commission’s report on its investigation of articles containing cotton.

™65 Stat. 72.

*The Trade Agreements Extension Act of 1951 originally provided that the President
might not conclude a trade agreement until the Commission had submitted its report to
him, or until 120 days from the date he transmitted the list of products to the Commission.
The Trade Agreements Extension Act of 1958, which was approved on Aug. 20, 1958, ex-
tended the time for completion of peril-point investigations to 6 months.
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that if in the course of any peril-point investigation the Tariff Commis-
sion finds—with respect to any article on the President’s list upon which
a tariff concession has been granted—that an increase in duty or addi-
tional import restriction is required to avoid serious injury to the do-
mestic industry producing like or directly competitive articles, the Com-
mission must promptly institute an escape-clause investigation with re-
spect to that article.

During the period covered by this report the Tariff Commission con-
ducted three peril-point investigations under the provisions of section 3
of the Trade Agreements Extension Act of 1951, as amended.

On August 19, 1959, the Interdepartmental Committee on Trade
Agreements issued public notice that the United States intended to
undertake limited tariff negotiations, under the provisions of article
XIX of the General Agreement on Tariffs and Trade, as a result of re-
quests by seven contracting parties for compensatory tariff concessions.
The proposed negotiations were to be held (1) with the United Kingdom
and West Germany to compensate those countries for the increase in
the U.S. rate of duty on safety pins; (2) with Sweden, Denmark, Bel-
gium, and the Netherlands to compensate those countries for the increase
in the U.S. rate of duty on spring clothespins; and (3) with Japan on
the basis of the 1958 increase in the U.S. rate of duty on clinical ther-
mometers. The President modified or withdrew the U.S. concessions on
the above-mentioned commodities and increased the rates of duty on
them during 1957 and 1958, after escape-clause investigations and reports
by the Tariff Commission.?®

On August 19, 1959, the President transmitted to the Tariff Commis-
sion a list of the commodities that the United States proposed to consider
for concessions in the proposed negotiations. The President’s list in-
volved 26 tariff paragraphs and covered 36 statistical (Schedule A)37
classifications. The Commission instituted the required peril-point in-
vestigation on August 19, 1959, and held a public hearing October 6-8,
1959. The Commission submitted its report to the President on Novem-
ber 23, 1959.

On October 22, 1959, the Interdepartmental Committee on Trade
Agreements issued public notice that the United States intended to
undertake limited tariff negotiations with the United Kingdom, Belgium,

®The increase from 22% to 35 percent ad valorem in the rate of duty on safety pins
became effective after the close of business on Dec. 30, 1957; the increase from 10 to 20
cents per gross in the rate of duty on spring clothespins became effective after the close of
business on Dec. 9, 1957; and the increase from 42% to 85 percent ad valorem in the rate
of duty on clinical thermometers became effective after the close of business on May 21,
1958.

*U.S. Department of Commerce, Schedule A, Statistical Classification of Commodities
Imported Into the United States.
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and other interested contracting parties for the purpose of modifying
U.S. tariff concessions on certain wool fabrics. The negotiations resulted
from the invocation by the United States in 1956 of the so-called Geneva
wool-fabric reservation in its schedule of the General Agreement, and
the subsequent establishment of a tariff quota on imports of certain wool
fabrics.3®

On October 22, 1959, the President transmitted to the Tariff Com-
mission a list of the commodities that the United States would consider
for compensatory concessions in the proposed negotiations. The Presi-
dent’s list involved two tariff paragraphs and covered 31 statistical
(Schedule A) classifications. The- Commission instituted the required
peril-point investigation on October 22, 1959, and held public hearings
December 1-4 and 7-10, 1959. The Commission submitted its report
to the President on February 10, 1960.

On May 27, 1960, the Interdepartmental Committee on Trade Agree-
ments issued public notice of the intention of the U.S. Government. to
participate 1in multilateral tariff negotiations—within the framework of
the General Agreement on Tariffs and Trade—at Geneva, Switzerland,
beginning in September 1960. On the basis of then available informztion,
the Trade Agreements Committee "announced that the United States
expected to negotiate (1) with the Commission of the [uropean Eco-
nomic Community on behalf of its 6 member states (Belgium, France,
West Germany, Italy, Luxembourg, and the Netherlands); (2) with 17
other contracting parties to the General Agreement (Australia, Austria,
Canada, Chile, Denmark, the Dominican Republic, Finland, Haiti, India,
Japan, New Zealand, Nicaragua, Norway, Peru, Sweden, the United
Kingdom, and Uruguay); and (3) with 4 countries that have acceded to
the General Agreement provisionally or have been or are expected to be
invited to negotiate for accession thereto (Israel, Spain, Switzerland, and
Tunisia).

On May 27, 1960, the President transmitted to the Tartff Commission
a list of the commodities that were to be considered for possible conces-
sions in the proposed negotiations. The President’s list involved 450
tariff paragraphs or subparagraphs, each of which included one or more
commodities and covered approximately 2,200 statistical (Schedule A)
classifications or parts thereof. The Commission instituted the required
peril-point investigation on May 27, 1960, and scheduled a public hearing
in the investigation beginning July 11, 1960. On June 30, 1960, the close
of the period covered by this report, the investigation was in process.

*The tariff concessions involved in the negotiations were these contained in tariff
items 1108 and 1109(a) in pt. I of schedule XX (the U.S. schedule) to the General Agree-
ment on Tariffs and Trade. The note appended to item 1108 permits the United States
to establish a tariff quota on imports of the specified wool fabrics.
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ACTIVITIES UNDER THE ESCAPE CLAUSE OF TRADE
AGREEMENTS

Since 1943 all trade agreements that the United States has concluded
under the Trade Agreements Act have incorporated a safeguarding
clause, commonly known as the standard escape clause. The clause pro-
vides, in essence, that either party to the agreement may withdraw or
modify any concession made therein if, after a concession, imports of
the particular commodity enter 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. :

The Trade Agreements Extension Act of 1951 makes it mandatory for
an escape clause to be included in all trade agreements that the United
States concludes in the future, and, as soon as practicable, in all trade
agreements currently in force. The clause must conform to the policy
set forth in section 6(a) of the act. This section provides that no trade-
agreement concession made by the United States shall be permitted to
continue in effect when the product involved is, as a result, in whole or in
part, of the duty or other customs treatment 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.

During the period covered by this report, the procedure for adminis-
tering the escape clause of trade agreements was prescribed by section 7
of the Trade Agreements Extension Act of 1951, as amended, by Execu-
tive Order 10401 of October 14, 1952, and by Executive Order 10741 of
November 25, 1957.

Section 7 of the Trade Agreements Extension Act of 1951, as amended,
provides that the Tariff Commission, upon the 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,
must promptly conduct an escape-clause investigation. The Commission
is to make a report thereon within 6 months of the date it receives the ap-
plication. As a part of each investigation, the Commission generally
holds a public hearing at which interested parties are afforded an oppor-
tunity to be heard. Section 7(a) of the Trade Agreements Extension Act
of 1951, as amended, requires the Commission to hold such a hearing
whenever it finds evidence of serious injury or threat of serious injury,
or whenever so directed by resolution of either the Senate Committee on
Finance or the House Committee on Ways and Means. In arriving at
its findings and conclusions the Commission is required, without exclud-
ing other factors, to consider the following factors expressly set forth in
section 7(b): A downward trend of production, employment, prices,
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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 do-
mestic market supplied by domestic producers.

Should the Commission find, as a result of its investigation and hear-
ing, the existence or the threat of serious injury as a result of increased
imports, it must recommend to the President the withdrawal or modifica-
tion of the concession, or the suspension of the concession in whole or in
part, or the establishment of an import quota, to the extent and for the
time necessary to prevent or remedy such injury. Thereupon, the Com-
mission must immediately make.public its findings and recommenda-
tions to the President, including any dissenting or separate findings and
recommendations, and publish a summary thereof in the Federal Regis-
ter. When, in the Commission’s judgment, there is no sufficient reason
to recommend to the President that a trade-agreement concession be
modified or withdrawn, the Commission must make and publish a re-
port stating its findings and conclusions.

Executive Order 10401, which is discussed in a later section of this
chapter,?® directs the Tariff Commission to review developments with
respect to products on which the United States has modified or with-
drawn trade-agreement concessions under the escape-clause procedure,

and to make periodic reports to the President concerning such develop-
ments,

Status of Escape-Clause Investigations During 1959-60

On July 1, 1959, a total of 2 escape-clause investigations and 1 supple-
mental investigation were pending before the Commission.®® During the
-nsuing 12 months the Commission instituted 11 additional investiga-
tions.* Of a total of 14 escape-clause investigations that were pending
before the Commission at one time or another during the period July 1,
1959~June 30, 1960, the Commission at the close of that period had com-
pleted 7 investigations in addition to the supplemental investigation
mentioned above; the remaining 6 investigations were in process.

With respect to the 7 investigations that the Commission completed
during 1960 (exclusive of the supplemental investigation mentioned
above), the Commission took the actions indicated below:

* See the section of this chapter on the review of escape-clause actions under Executive
Order 10401,

“ The supplemental investigation related to stainless-steel table flatware, on which the
Commission had reported to the President during 1958.

“ Between Apr. 20, 1948, when it received the first application for an escape-clause
investigation, and June 30, 1960, the Commission instituted a total of 110 investigations.
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Vote of the Commission

Commodi .
i For Against
escape action | escape action
Mink skins __________ ________________ __________
Red fescue seed (2d investigation) __________________
Zinc sheet __ . __ .

Women’s and children’s leather gloves ____. _____. __._
Lamb, mutton, sheep, and lambs _________ _ ___ ____
Typewriters ______ . ..
Cotton typewriter-ribbon cloth

O NONO O
O Nt N

The nature and status of the individual escape-clause investigations
that were pending before the Commission at one time or another during
the period July 1, 1959-June 30, 1960, are shown in the following com-
pilation: 42

Escape-clause investigations pending before the U.S. Tariff Commission
at one tume or another during the period July 1, 1959-June 30, 1960

Commodity Status

1. Stainless-steel table flatware_ | Origin of investigation: Application by Stainless Steel
(Investigation No. 61; sec. | Flatware Manufacturers Association, Englishtown, N.J.
7 Application received: Apr. 11,1957,
Investigation instituted: Apr. 18, 1957,
Hearing held: July 16-19, 1957,
I'nvestigation completed: Jan. 10, 1958.
Recommendation of the Commission: Withdrawal of
concessions. (Commissioners Brossard, Schreiber,
and Sutton recommended withdrawal of the con-
cessions on stainless-steel table flatware valued
under $3 per dozen pieces. Commissioners Talbot,
Jones, and Dowling recommended withdrawal of
the concessions on stainless-steel table flatware re-
gardless of value.)
Vote of the Commission: 6-0.
Action of the President: On Mar. 7, 1958, the Presi-
dent announced that, in view of Japan’s voluntary
limitation of exports to the United States, he was

“This compilation shows the status of only those escape-clause investigations that were
pending before the Commission at one time or another during the period covered by this
report. Lists of investigations instituted before the period covered by this report, and their
status on various dates, have been given in earlier annual reports of the Commission.
For a résumé of all escape-clause investigations conducted by the Commission between
Apr. 20, 1948, and July 1, 1960, see U.S. Tariff Commission, [nvestigations Under the
“Escape Clause” of Trade Agreements: Outcome or Current Status of Applications Filed
with the United States Tariff Commission for Investigations Under the “Escape Clause’”
of Trade Agreements, As of Julv 1, 1960, 13th ed., 1960 {processed].
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Escape-clause investigations pending before the U.S. Tariff Commission
at one time or another during the period July 1, 1959—]June 30, 1960—

Continued

Commodity

Status

1. Stainless-steel table flatware
—Con.

2. Mink skins ___________.__
(;nvestxgation No. 79; sec.

3. Red fescue seed (2d investi-
gation).
(Investigation No. 80; sec.

7)

deferring action on the Commission’s recommenda-
tion. He requested the Commission to keep the mat-
ter under review and to report to him as soon as
practicable after Dec. 31, 1958.

Supplemental investigation instituted: Mar. 19, 1958.

Hearing scheduled: Mar. 17, 1959; postponed until
Apr. 21, 1959.

Hearing held: Apr. 21-22, 1959,

Supplemental report submitted to the President: July
24, 1959.

Action of the President: By Proclamation 3323 (24
F.R. 8625) of Oct. 20, 1959, effective Nov. 1, 1959,
the President established a tanff quota on imports
of certain stainless-steel table flatware not over 10.2
inches in overall length and valued at under 83 per
dozen pieces. The proclamation increased the duties
on imports of the specified stainless-steel table flat-
ware which are in excess of a total aggregate quan-
tity of 69 million single units annually; for imports
up to 69 million single units annually the rates of
duty were not changed.

References: U.S. Tariff Commission, Stainless-Steel
Table Flatware: Report to the President on Escape-
Clause Investigation No. 61 . . ., 1958 [processed];
Stainless-Steel Table Flatware: Supplemental Re-
port to the President on Escape-Clause Investiga-
tion No. 61 ..., 1959 [processed].

Origin of tnvestigation: Application by National Board
of Fur Farm Organizations, Inc., Milwaukee, Wis.

Application received: Mar. 19, 1959.

Investigation instituted: Mar. 25, 1959.

Hearing held: June 23-25, 1959.

Investigation completed: Sept. 17, 1959,

Recommendation of the Commission: No modification
of concession.

Vote of the Commission: 6-0.

Reference: U.S. Tariff Commission, Mink Skins: Re-
port on Escape-Clause Investigation No. 79 . . .,
1959 [processed].

Origin of investigation: Application by Pacific North-
west Chewings and Creeping Red Fescue Associa-
tion, La Grande, Oreg., and others.

Application received: May 8, 1959.

Investigation instituted: May 18, 1959.

Hearing held: Aug. 11, 1959,

[nvestigation completed: Oct. 28, 1959.

Recommendation of the Commission: No modification
of concession.

Vote of the Commission: 5-0.

Reference: U.S. Tariff Commission, Red Fescue Seed:
Report on Escape-Clause Investigation No. 80 . . .,
1959 [processed].
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Escape-clause investigations pending before the U.S. Tariff Commission
at one time or another during the perod July 1, 1959—June 30, 1960—

Continued
Commodity Status
4. Zinc sheet . _____ Origin of investigation: Application by Ball Brothers

(Investigation No. 81; sec.

5. Women’s and children’s leath-
erf gloves.
([nvestigation No. 82; sec.

6. Lamb, mutton, sheep, and
lambs.

(Investigation No. 83; sec.

7. Typewriters
(Investigation No. 84; sec.

Co., Muncie, Ind., and others.

Application received: July 14, 1959,

Investigation instituted: Aug. 20, 1959.

Hearing held: Nov. 34, 1959.

Investigation completed: Jan. 14, 1960.

Recommendation of the Commission: No modification
of concessicn.

Vote of the Commission: 3=2.

Reference: U.S. Tanff Commission, Zinc Sheet: Report
on Escape-Clause Investigation No. 81 . . ., 1960
[ processed).

Ornigin of investigation: Application by National As-
scciation of Leather Glove Manufacrurers, Inc.,
Gloverswille, N.Y.

Application received: Sept. 21, 1959.

Investigation instituted: Oct. 5, 1959.

Hearing held: Jan. 19-20, 1960.

Investigation completed: Mar. 21, 1960.

Recommendation of the Commassion: No modifica-
tion of concession.

Vote of the Commission: 5-0.

Reference: U.S, Tarilf Commission, Women's and
Children’s Leather Gloves: Report on Escape-Clause
Investigation No. 7-82 . . ., 1960 [processed].

Origin of investigation: The Commxsswn instituted the
investigation on Its own motion. An application for
an investigation, requesting a restriction of imports
of lamb and mutton only, was filed with the Com-
mission on Nov. 17, 1959, jointly by the National
Wool Growers Association, of Salt Lake City, Utah,
and the National Lamb Feeders Association, of
Denver, Colo.

Investigation instituted: Dec, 2, 1959.

Hearing held: Mar. 22-25, 1960.

Investigation completed: June 1, 1960.

Recommendation of the Commission: No modification
of concession.

Vote of the Commission: 4-2.

Reference: U.S. Tariff Commission, Lamb, Mutton,
Sheep, and Lambs: Report on Escape-Clause In-
vestigation No. 7-83 . . ., 1960 [processed].

Origin of investigation: Application by Smith-Corona
Marchant, Inc., Syracuse, N.Y., and Royal McBee
Corp., Fort Chester, N.Y.

Application received: Nov. 10, 1959.

Investigation instituted: Dec. 9, 1959.

[learing held: Mar. 29~31, 1960.

Investigation completed: 'VIay 10, 1960.

Recommendation of the Communon No modification
of concession.

Vote of the Commission: 60,

Reference: U.S. Tanff Commission, Typewriters:
Report on Escape-Clause Investigation No. 7-84

., 1960 [processed].
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Escape-clause investigations pending before the U.S. Tariff Commission

at one time or another during the period July 1, 1959~June 30, 1960—
Continued

Commodity -

Status

8. Cotton typewriter-ribbon

9.

10.

11.

12.

13.

cloth.
(;nvestigation No. 85; sec.
7

Barbed wire
(Investigation No. 86; sec.

Cast iron_fittings for cast-
iron soil pipe.
(Investigation No. 87; sec.

7

Crude horseradish
(Investigation No. 88; sec.
7

Hatters’
tion).
(Investigation No. 89; sec.

7

fur (2d investiga-

Binding and baler twine __.._
(Investigation No. 90; sec.

Origin of investigation: Application by certain do-
mestic producers.

Application received: Dec. 30, 1959,

[nvestigation tnstituted: Jan. 11, 1960.

Hearing held: Apr. 20-21, 1960.

Investigation completed: June 30, 1960.

Recommendation. of the Commission: Modification of
concessions.

Vote of the Commission: 4-0.

Action of the President: The President has not yet
acted.

Reference: U.S. Tariff Commission, Cotton Type-
writer-Ribbon Cloth: Report to the President on
Escape-Clause Investigation No. 7-85 . . ., 1960
[processed].

Origin of inve.rtigation: The Commission instituted the
investigation on its own motion. On Nov, 28, 1958,
the Commission rejected, on jurisdictional grounds,
an application for an escape-clause investigation of
barbed wire, filed by the Atlantic Steel Co., of At-
lanta, Ga., and others. The Commission’s rejection
of the application was followed by litigation in the
Federal courts. On Feb. 4, 1960, the U.S. Court of
Appeals for the District of Columbia Circuit af-
firmed the lower court’s decision that the Tariff
Commission must conduct an investigation with
respect to barbed wire under section 7.

[nvestigation instituted: Feb. 9, 1960.

Hearing held: May 10, 1960.

Investigation in process.

Origin of investigation: Application by the Cast Iron
Soil Pipe Foundatlon Los Angeles, Calif., and
others.

Application received: Feb. 23, 1960.

Investigation instituted: Mar. 7, 1960.

Hearing held: May 31, 1960.

Investigation in process.

Origin of investigation: Application by the Vegetable
Growers of St. Clair, Monroe, and Madison Counties
of the State of Illinois, Granite City, Ill.

Application received: Mar. 21, 1960.

Investigation instituted: Mar. 28, 1960,

Hearing scheduled: July 19, 1960,

Investigation in process.

Origin of investigation: Application by the Hatters’
]liIu';’ Cutters Association of the U.S.A., New York,

Application recetved: June 1, 1960.

Investigation instituted: June 21, 1960.

liearing scheduled: Not yet scheduled.

[n%,rtzgauon in process.

Origin of fnvestigation: Application by the Cordage
Instltute New York, N.Y.

Aﬁpltratwn recetved: ]une 10, 1960.

Investigation instituted: June 24, 1960.

Hearing scheduled: Sept. 27, 1960.

[nvestigation in process.
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Escape-clause investigations pending before the U.S. Tariff Commission
at one tyme or another during the period July 1, 1959—June 30, 1960—
Continued

Commodity Status

14. Hard-fiber cords and twines_ | Origin of investigation: Application by the Cordage
(Investigation No. 91; sec. Institute, New York, N.Y.

Application received: June 10, 1960.

Investigation instituted: June 24, 1960.

Hearing scheduled: Sept. 28, 1960.

Investigation in process.

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, provide that
any escape-clause action that the President takes with respect to a par-
ticalar commodity will remain in effect only “for the time necessary to
prevent or remedy” the injury.

By Executive Order 10401 of October 14, 1952, the President estab-
lished a formal procedure for reviewing escape-clause actions. Paragraph
1 of that Executive order directs the Tariff Commission to keep under
review developments with regard to products on which trade-agreement
concessions have been modified or withdrawn under the escape-clause
procedure, and to make periodic reports to the President concerning such
developments. The Commission is 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 remains
modified or withdrawn in whole or in part.

Paragraph 2 of Executive Order 10401 provides that the Commission
1s to institute a formal investigation in any case whenever, in the Com-
mission’s judgment, changed conditions warrant it, or upon the request
of the President, to determine whether, and, if so, to what extent, the
withdrawal, suspension, or modification of a trade-agreement concession
needs 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, including a public hearing, the Commission is re-
quired to report its findings to the President.

During the period covered by this report the Tariff Commission re-
ported to the President, under the provisions of Executive Order 10401,
on developments with respect to the commodities listed in the following
tabulation:
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Reviews of escape-clause actions conducted by the US. Tariff Commis-

sion during the period July 1, 1959—Fune 30, 1960

Commodity

Status

. Watch movements (4th

. Toweling of flax, hemp, or
ramie (2d report).

re-
port).

Bicycles (3d report)

. Dried figs (6th report)

. Spring clothespins (lst re-

port).

Report submitted to the President under par. I: July
24, 1959.

Conclusion of the Commisston: The Comniission unani-
mously concluded that institution of a formal in-
vestigation under par. 2 was not warranted.

Action of the President: On Oct. 13, 1959, the Presi-
dent concurred with the Commission’s conclusion.
Reference: U.S. Tanff Commission, Toweling of Flax,
Hemp, or Ramie: Report to the President (1959)
Under Executive Order 10401, 1959 [processed].

Report submitted to the President under par. I: July
27, 1959. :

Conclusion of the Commission: The Commission unan-
imously concluded that institution of a formal in-
vestigation under par. 2 was not warranted.

Action of the President: On Oct. 13, 1959, the Presi-
dent concurred with the Commission’s conclusion.

Reference: U.S. Tanffl Commussion, Watch Move-
ments: Report to the President (1959) Under
Executive Order 10401, 1959 [processed].

Report submitted to the President under par. I: Aug.
18, 1959.

Conclusion of the Commission: The Commission unan-
imously concluded that institution of a formal in-
vestigation under par. 2 was not warranted.

Action of the President: On Dec. 3, 1959, the Presi-
dent concurred with the Commission’s conclusion.

Reference: U.S. Tanff Commission, Bicycles: Report
to the President (1959) Under Executive Order
10401, 1959 [processed].

Report submitted to the President under par. I: Aug.
31, 1959.

Conclusion of the Commission: The Commission unan-
imously concluded that institution of a formal in-
vestigation under par. 2 was not warranted.

Action of the President: On Oct. 28, 1959, the Presi-
dent concurred with the Commission’s conclusion.

Reference: U.S. Tariff Commission, Figs, Dried: Re-
port to the President (1959) Under Executive Order
10401, 1959 [processed].

Report submitted to the President under par. I: Dec.
7, 1959.

Conclusion of the Commission: The Commission unan-
imously concluded that institution of a formal in-
vestigation under par. 2 was not warranted.

Action of the President: On Feb. 5, 1960, the President
concurred with the Commission’s conclusion.

Reference: U.S. Tanff Commission, Spring Clothes-
pins: Report to the President (1959) Under Execu-
tive Order 10401, 1959 [processed].
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Reviews of escape-clause actions conducted by the US. Tariff Commis-
ston during the period July 1, 1959-June 30, 1960—Continued

Commodity

Status

6. Safety pins (1st report) _____

7. Chnical thermometers (1st re-
port).

Report submitted to the Pm,rzdent under par. 1: Dec.
31, 1959.

Conelusion of the Commission: The Commission unan-
imously concluded that institution of a formal in-
vestigation under par. 2 was not warranted.

Action of the President: On Feb. 5, 1960, the President
concurred with the Commission’s conclusion.

Reference: U.S. Tanff Commission, Safety Pins: Re-
port to the President (1959) Under Executive Order
10401, 1959 [processed].

Report submitted to the President under par. 1: May

23, 1960.

Conclusion of the Commission: The Commission unan-
imously concluded that institution of a formal in-
vestigation under par. 2 was not warranted.

Action of the President: On July 6, 1960, shortly after
the close of the period covered by this report, the
President concurred with the Commission’s con-
clusion.

Reference: U.S. Tariff Commission, Clinical Ther-
mometers, Finished or Unfinished: Report to the
President (1960) Under Executive Order 10401,
1960 [processed].




Chapter 4

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

INTRODUCTION

One of the most important recent developments with respect to inter-
national trade has been the trend toward regional economic integration
in certain areas of the world. All but a few nondollar countries with
which the United States has trade-agreement obligations are members
or prospective members of some regional economic or trade organization,
or are members of a well-defined currency area within which the trade
and payments policies of member countries generally follow a common
pattern. The trend toward economic integration was further accentuated
during the period covered by this report when, in February 1960, seven
Latin American countries signed a treaty providing for the creation of a
Latin American Free Trade Association (LAFTA). During the period
covered by this report member countries of existing regional organiza-
tions, such as the European Economic Community (EEC) and the
European Free Trade Association (EFTA), continued to implement the
provisions of their respective treaties. '

To a large extent, the development of international and regional trade
organizations and the postwar restoration of international trade to a
multilateral basis have taken place simultaneously. To the extent that
their balance-of-payments positions have become increasingly favorable
in recent years, the various countries that are contracting parties to the
General Agreement on Tariffs and Trade (GATT), or members of the
International Monetary Fund (IMF) or the Organization for European
Economic Cooperation (OEEC), have been required to relax—and have
in fact relaxed—their trade and payments restrictions. However, the
immediate impetus to the further relaxation of such restrictions during
the period covered by this report was largely a result of the move toward

"*In this chapter the discussion of trade controls employed by countries with which
the United States has trade agreements is generally limited to quantitative import re-
strictions, import licensing, and import deposits and surcharges. Export controls are not
generally discussed, and import tariffs are discussed only to the extent that they reflect
c¢hanges made pursuant to treaties that provide for regional economic integration.

117
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external currency convertibility by many countries at the end of 1958
and early in 1959.2 Establishment of external currency convertibility,
made possible because of improved balance-of-payments and reserve po-
sitions, removed the basis for the maintenance by many countries of dis-
criminatory trade restrictions. It also made it more difficult for them
to justify retention of even those restrictions which are nondiscriminatory
in nature but which are maintained for balance-of-payments reasons.
Consequently, many countries not only have eliminated most of the dis-
criminatory aspects of their trade restrictions, which had applied es-
pecially to dollar countries, but also have significantly reduced—and in
some instances have virtually eliminated—their nontariff trade restric-
tions.

Although many countries still maintain some discriminatory trade re-
strictions, such restrictions result in large part from the operation of
bilateral trade agreements under which the contracting parties agree to
exchange specified quantities of certain commodities or to otherwise
facilitate the trade in certain products. The number of such agreements
has declined significantly in recent years, however, and it continued to
do so during the period covered by this report. An increasing proportion
of the remaining bilateral agreements maintained by countries with which
the United States has trade-agreement obligations are with Soviet-bloc
countries. Reference to the climination of import discrimination by
various countries during the period covered by this report does not neces-
sarily preclude the existence of discriminatory restrictions that may re-
sult from the operation of bilateral trade agreements of the type men-
tioned above.

OEEC COUNTRIES

All the countries of Western Europe with which the United States has
trade-agreements obligations—except Finland—are members of the Or-
ganization for European Economic Cooperation and, until December 27,
1958, were also members of the European Payments Union (EPU).3
OEEC was created shortly after the end of World War IT as a coopera-
tive agency designed to meet problems arising from the shortage of dol-
lar exchange and to permit the Western European countries to work in
closer harmony with the United States and Canada in the use of dollar
aid that was extended to them.

? Developments with respect to currency convertibility were discussed in detail in
Operation of the Trade Agreements Program, 12th report, pp. 109-111.

® The member countries of OEEC are Austria, Belgium, Denmark, France, the Federal
Republic of Germany, Greece, Iceland, Ireland, Italy, Luxembourg, the Netherlands, Nor-
way, Portugal, Sweden, Switzerland, Turkey, and the United Kingdom. Spain, the 18th
country to join the OEEC, did not do so until July 20, 1959, after the EPU had been su-
perseded by the European Monetary Agreement.
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After the creation of OEEC in 1948, it became evident that some
mechanism was necessary to make effective the cooperation of the OEEC
countries in attaining the goals of multilateral trade and currency con-
vertibility. The European Payments Union, which was established in
1950 to assist in achieving these objectives, made it possible for member
countries to clear accounts among themselves on a multilateral basis and
to provide credits automatically. From the beginning the Organization
for European Economic Cooperation had intended to dissolve EPU as
soon as it had achieved the objectives for which it was created.

From the time that OEEC and its subsidiary EPU were created, until
the end of 1958, Western European countries experienced a sharp rise in
national income, production, and productivity. During this period the
balance-of-payments positions and holdings of foreign exchange reserves
of most Western European countries improved to such an extent that
they could increase the level of their trade liberalization and reduce the
discriminations they maintained—especially agatnst hard-currency coun-
tries. By the end of 1958 the conditions requisite to currency converti-
bility existed; in December of that year most Western European countries
declared their currencies to be externally convertible. Simultaneously
with the restoration of currency corvertibility, EPU was abolished and
replaced by the European Monetary Agreement (EMA).4 Establishment
of currency convertibility provided a further incentive for the liberaliza-
tion of trade. By June 1960 the discriminatory aspects of import restric-
tions maintained by Western European countries had been largely elimi-
nated, and the levels of trade liberalization by those countries were the
highest since World War 1L

The move toward trade liberalization and external currency converti-
bility by Western Furopean countries marked the substantial achieve-
ment of the goals for which the Organization for European Economic
Cooperation had been created. With the removal of many quotas and
other barriers to trade, the elimination of the so-called dollar shortage,
and the achievement of external currency convertibility, it was generally
felt that OEEC should be replaced by a more comprehensive organiza-
tion. In such an organization the United States and Canada (which are
presently associate members of OEEC) would be full members, and the
coordination of the economic policies of the United States, Canada, and
Western European countries could be made more effective. By the end
of the period covered by this report, discussions looking toward the re-
placement of OEEC by such an organization were underway.

Simultaneously with the achievement of the economic objectives of

* For a discussion of the move toward external currency convertibility and the transition
from EPU to EMA, see Operation of the T'rade Agreements Program, 12th report, pp.
109-112.
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OEEC, new forms of economic cooperation began to emerge within
OEEC. Principal among these were the European Economic Community
or Common Market and the European Free Trade Association, to either
one of which all but five OEEC members now belong. The Common
Market Treaty, which entered into force on January 1, 1958, provides
for complete removal of trade barriers between its six member countries,
erection of a common external tariff vis-a-vis third countries, and har-
monization of economic, financial, and monetary policies of individual
member countries. Seven member countries of OEEC that are not mem-
bers of EEC subsequently formed a separate regional organization known
as the Furopean Free Trade Association. This association, which was
established by the convention that came into force on May 3, 1969, re-
sembles the Common Market in that both aim to abclish tariffs and other
barriers to trade in industrial commodities between the participating
countries. Unlike the European Economic Community, however, EFTA
will not have a common tariff. Each member country will retain its
freedom with respect to the level of its external tanff and with respect to
its use of externa! quantitative trade restrictions—subject to its obliga-
tions in these matters under such arrangements as GATT and OEEC.
Moreover, the EFTA arrangement, unlike the Common Market, does
not provide for a thorough economic integration of its member states,
and does not have an elaborate set of institutions to guide its work. The
actions taken by both the EEC and the EFTA countries with respect to
tariffs and quantitative restrictions during the period covered by this
report, as well as actions relating to quantitative restrictions taken by
other OEEC countries with which the United States has trade agree-
ments, are discussed in detail below.

Member Countries of the European Economic Community

The Tariff Commission’s 12th report on the operation of the trade
agreements program discussed at length the implementation of the tariff
and quota provisions of the Common Market Treaty and the actions of
the Council of Ministers of the European Economic Community during
the period July 1958—June 1959.5 In brief, these actions consisted of (1)
a reduction of 10 percent in the duties on products imported from EEC
countries and the extension of this reduction under specified conditions
o other countries entitled to most-favored-nation treatment, and (2)
the transformation into global (Community) quotas of all bilateral
quotas in effect in member states of the Community vis-a-vis other
EEC countries, and an increase of 20 percent in the total value of each
country’s global quotas over the 1958 levels. For certain commodities the

®For a detailed discussion of the tariff and quota provisions that became effective
during 1958~59, see Operation of the Trade Agreements Program, 12th report, pp. 136-139.



JULY 1959-JUNE 1960 121

20-percent increase was offered to other OEEC countries on a reciprocal
basis.

The 10-percent internal tariff reductton of January 1, 1959, which ap-
plied to all commedities, was extended by the EEC countries to all other
members of OEEC, to all other contracting parties to GATT, and to all
other countries that were entitled to most-favored-nation treatment. The
extension of the reduction, which was temporary and unilateral, applied
only in those instances in which it would not result in rates of duty lower
than those contempiated for the Community’s ultimate common external
tariff. The cxtension of the reduction to third countries did not apply,
however, to liberalized agricultural products or to commodities covered
by the provisions of the treaty constituting the European Coal and Steel
Community., ‘

The duty reductions that were extended to third countries were not
implemented simultaneously with the internal duty reductions. Rather,
they became effective for particular countries at various times after
January 1, 1959, and continued to become effective throughout the period
covered by this report. Nearly all such reductiens had been extended to
third countries by most EEC countries by the end of the period covered
by this report. The delay resulted from the fact that the European
Economic Community’s common external tariff was not approved by
the Council of Ministers until February 13, 1960.5

Two additional major steps affecting tariffs and quotas were taken by
the European Economic Community during the period covered by this
report. The first of these was taken on January 1, 1960, when the Com-
mon Market countries engaged in a second round of internal quota
increases. This action, which was similar in scope to the one taken on
January 1, 1959, increased by an additional 20 percent over the 1959
levels the overall value of global (Community) quotas. Individual global
commodity quotas were increased by a minimum of 10 percent, except
for “small or nil” global quotas which were increased to 4 percent of
national production. These latter quotas had been increased on January
1, 1959, to 3 percent of national production. Because of unilateral quota

® As approved by the Council of Ministers, the EEC’s proposed common external tariff
listed rates of duty for those commodities for which the common external duties were
determined by simple mathematical averaging of the tariff rates of the member countries.
“List G” commodities, for which external rates were to be determined by negotiation
between EEC member countries rather than by averaging, were not included. These
latter rates, except those for newsprint and petroleum products, were agreed to on Mar.
2, 1960. Besides these two commodities, the only others for which the rates of duty had
not been determined at the end of June 1960 were commodities for which the duties were
primarily specific, compound, or of a fiscal nature. The common external tariff is subject
to such changes as may be necessary because of tariff negotiations with other countries.
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increases, however, each of the EEC countries significantly exceeded the
minimum prescribed for the second round of internal quota increases.

In November 1959 the EEC Council decided that the internal quota
increase of January 1, 1960, might also be extended, for industrial com-
modities, to third countries. The quota increase of January 1, 1959, had
been extended, for industrial commodities, to member countries of the
OEEC on a reciprocal basis; the 1960 quota increase, however, could be
unilaterally extended by individual member countries of EEC to other
contracting parties to GATT and to all other countries entitled to most-
favored-nation treatment.

On July 1, 1960,” the Common Market took another major step re-
lating to tariffs and quotas. At that time EEC member countries reduced
all import duties vis-a-vis each other by another 10 percent, thus bringing
the total internal duty reductions to 20 percent. Unlike the 10-percent
reduction of January 1, 1959, which had to be applied uniformly to all
products, the reduction of July 1, 1960, could be applied unevenly to
the various commodities as long as the reduction for each commodity
was at least 5 percent and as long as the overall reduction amounted to
10 percent. Member states were urged, however, to reduce the duty on
each product by 10 percent, and they agreed to do so. Inasmuch as the
Federal Republic of Germany had unilaterally reduced its duties on most
industrial products by about 25 percent in 1957, few of its industrial
commodities were affected by the 1960 reduction.

As they did for the 1959 internal tariff reduction, the EEC Council
of Ministers authorized extension of the internal tariff reduction of July
1, 1960—for industrial commodities—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 pro-
vided in the common external tariff. Unlike the extension of the 1959
reduction, extension of the 1960 reduction was on an optional basis. The
optional extension also applies to nonliberalized agricultural products.

Besides the above-mentioned tariff and quota actions, which were
taken by EEC countries pursuant to provisions of the Common Market
Treaty or to decisions of the EEC Council of Ministers, all EEC countries
engaged in additional significant quota liberalization during the period
covered by this report. These actions not only increased the general level
of quota liberalization for EEC countries but, in most instances, also
narrowed the difference between the level of liberalization for imports
from OEEC countries and the level for imports from the dollar area.

During the period covered by this report France eliminated its dis-
criminatory treatment for many dollar-area commodities. By July 1,
1960, discrimination against dollar imports existed for fewer than 25

" The day after the close of the period covered by this report.
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tariff items, including 2 industrial products. Italy also significantly in-
creased its level of dollar liberalization during the period covered by this
report by removing licensing requirements—especially for industrial
products.

During 1959-60 the Federal Republic of Germany began to implement
the provisions of the GATT liberalization decision of May 1959.% Pur-
suant to that decision West Germany on July 1, 1959, and January 1,
1960, liberalized or partially liberalized imports of a wide range of
industrial and agricultural commodities and narrowed the difference in
treatment of imports from OEEC countries and those from the dollar
area. In June and July 1960 West .Germany effectively eliminated addi-
tional quota restrictions by removing individual licensing requirements
for certain agricultural commodities and for most of the few remaining
nonagricultural products subject thereto in which U.S. suppliers had a
significant interest.

Although Beigium-Luxembourg imposed licensing restrictions on im-
ports of crude petroleum and certain oils during 1959-60, all three Benelux
countries maintained very high levels of trade liberalization during that
period; imports of relatively few commodities were subject to discrimina-
tory treatment. In July 1959 the -Netherlands removed the licensing
requirement for imports of most commodities from nearly all sources
other than countries with which it had bilateral trade agreements. Pre-
viously, all imports from the dollar area had been subject to licensing
but, for the most part, licenses had been issued automatically. Licenses
are still requires! or imports of certain agricultural and other commodi-
ties. The number of commodities for which licenses are still required,
either by the Netherlands or as part of the Benelux quota system, is
small compared with the total number of tanff classifications. On Janu-
ary 1, 1960, the Netherlands also eliminated the import quotas for 12
categories of agricultural and other commodities which had previously
been licensed on a liberal basis. .

During the period covered by this report the Benelux countries also
generally relaxed the import restrictions they maintain as a group. Effec-
tive November 3, 1959, they relaxed their restrictions on apples and pears
by permitting their importation into the Benelux countries from any
source in unlimited quantities until further notice. The new global quotas
that the Benelux countries established for 1960 provided for a general
increase in the level of authorized imports for commodities subject
thereto. The Benelux global quota list is divided into two parts. The first
part is applicable to all countries, including Common Market countries.
That list for 1960 contains two fewer commodities than it did in 1959,
but for all remaining commodities the quotas were increased over those

8 See 0;;f;tion of the Trade Agreements Program, 12th report, pp. 4145 and 114-115,
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in 1959. The second part of the 1960 global quota list applies only to
other EEC countries; it contains six fewer tariff items than the 1959 list,
but provides quota increases for all remaining 1tems.®

By the end of June 1960 the level of the European Economic Com-
munity’s liberalization exceeded 90 percent for both the dollar area and
the OEEC area.!® The level of EEC’s liberalization for imports from
OEEC countries had previously exceeded that figure. The period covered
by this report, however, marked the first time that such a level of liberal-
1ization had been reached for imports from the dollar area. Attainment
of that level reflected the significant progress that had becn made by the
EEC countries in relaxing restrictions. and eliminating discrimination.

One of the most important developments during the period covered
by this report was the decision by the EEC Council of Ministers, on May
12, 1960, to accelerate the implementation of many of the provisions of
the Common Market Treaty. Particularly important was the decision to
speed up the implementation of the tariff and quota provisions. This
decision, one of the most significant since the Common Market Treaty
became effective, was made possible by the generally favorable economic
and financial position of the Common Market countries, the narrowing
of differences between the economic polieies of the various member coun-
tries, the rapid liberalization of trade between member countries and
vis-a-vis nonmember countries, and the generally favorable reaction of
industries within the EEC countries to the establishment of the Common
Market.

In its decision of May 12 the Council of EEC decided that an additional
10-percent reduction in internal duties on industrial commodities would
be made by the end of 1960—a full year ahead of schedule—thus bringing
the total internal duty reduction by the end of 1960 to 30 percent. In-
ternal duties on nonliberalized agricultural products were to be reduced
an additional 5 percent, thus bringing the total reduction on nonliberal-
ized agricultural commodities to 25 percent by the end of 1960—S5 percent
more than is prescribed for that date in the Common Market Treaty. No
provision was made for accelerated reduction of internal duties on liberal-
ized farm products; by the end of 1960, therefore, they will have been
reduced by 20 percent. The Council also agreed that by mid-1961 it

® In March 1960 the Benelux Economic Union adopted a new customs tariff based on the
Brusscls Nomenclature.

In this chapter, percentages of import trade liberalization for OEEC countries are
based (unless otherwise indicated) on the private import trade of member countries, in a
specified base year, that has been liberalized. For all OEEC countries except West Ger-
many, Spain, and Austria, the base year for calculation of private imports from other
OEEC countries is 1948; for West Germany it is 1949; for Spain, 1950; and for Austria,
1952. For imports into all OEEC countries from the United States and Canada, the base
year for calculation 1s 1953.
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would decide whether it would increase to 20 percent the 10-percent
internal duty reduction scheduled for the end of 1961.

The acceleration decision of May 12, 1960, also affects industrial quotas
maintained between EEC member countries. These quotas, which were
originally to be eliminated no later than the end of 1969, will be com-
pletely eliminated by the end of 1961. Although the acceleration decision
also affects internal quotas on agricultural commodities, those quotas
will not be elimimated as rapidly as the quotas for industrial products.
Internal agricultural quotas are to be increased by 20 percent annually,
and quotas that are small or nil will be set for 1961 at 5.2 percent of
national production. For certain agricultural commodities, however, over-
all annual import quotas are to be fixed at the level of average imports of
those commodities from other EEC countries during the years 1955--57,
plus an additional 10 percent each year for 1959, 1960, and 1961. Any
additional steps that may be taken with respect to agricultural quotas
will depend to a large extent on the adoption by the Common Market
of a common agricultural policy.

The Council’s acceleration decision also provided an earlier initial move
toward a common external tariff than had been provided for in the Com-
mon Market Treaty. The first step; originally scheduled for the end of
1961, will now take place by December 31, 1960. In most instances the
original plan for moving toward the common external tariff involved
increasing or reducing the external duties of individual EEC countries
by 30 percent of the difference between the individual EEC country duties
in effect on January 1, 1957, and those of the common external tariff.
Under the new decision the move toward a common external tariff will
be calculated on the basis of the common external tariff reduced by 20
percent. No resultant rate of duty, however, is to be lower than the rate
set forth in the common external tarifl. The rates of duty on commodities
for which the individual country duties in effect on January 1, 1957,
differ by 15 percent or less in either direction from the level of the com-
mon external tariff reduced by 20 percent, must be shifted to the common
tariff rates. At the 1960-61 GATT tariff negotiations, action will be
taken to consolidate, wholly or in part, the 20-percent reduction used in
calculating the approximation to the common external tariff. Pending
that consolidation the benefits from the reduction will be provisionally
extended to GATT members.

The general plan for the accelerated move toward the common external
tariff 1s, however, modified for many commodities. Commodities exempted
from accelerated reduction are those agricultural commodities which are
to be provided for in the EEC’s common agricultural policy. For a
number of other commodities (those for which West Germany has unilat-
erally reduced the rates of duty since January 1, 1957, and sensitive list
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G items) reductions will be accelerated on different bases than those
provided in the general plan.

Member Countries of the European Free Trade Association

On May 3. 1960, the Convention Establishing the European Free Trade
Assoctiation came into force for seven member countries of OEEC that
are not members of the European Economic Community. Establishment
of the European Free Trade Association had been preceded by an attempt
to create a free-trade area embracing all member countries of OEEC,
within which the Common Market countries would have functioned as a
unit. Primarily because of failure to reach agreement on the treatment
that should be accorded agricultural products and because of irreconcil-
able differences between France’s desire for a common external tarff and
the United Kingdom’s preference for individual external tariff arrange-
ments, the negotiations for a more comprehensive free-trade area collapsed
in December 1958.11

As an alternative to the proposed free-trade area embracing all OEEC
countries, seven OEEC countries that are not members of EEC—Austria,
Denmark, Norway, Portugal,}? Sweden, Switzerland, and the United
Kingdom—entered into negotiations looking toward a more limited type
of free-trade arrangement. From those negotiations emerged the Con-
vention Establishing the European Free Trade Association.

Unlike the Common Market Treaty, which provides for a common
external tariff and for the harmonization and coordination of the econom-
ic, financial, and social policies of member countries, the Convention
Establishing the European Free Trade Association permits each member
country to maintain its own external tariff and its own external quanti-
tative trade restrictions. Moreover, the EFTA convention recognizes only
the desirability of coordinating economic and financial policies. It does not
provide an elaborate set of institutions to guide its work, nor does it
envisage the ultimate economic integration of its member states, as the
EEC does.

For member countries whose exports of agricultural products are an
especially important element in intra-association trade, the EFTA con-
vention takes into account special agreements that have been and may
hereafter be entered into between member states to facilitate the trade
in those products. These agreements are to continue in force as long as
EFTA remains effective, and the tariff provisions of any such agreements
are to be applied equally to all other members of the association. Similar

B For a discussion of the negotiations for an OEEC-wide free-trade area and of the
negotiations leading to the Convention Establishing the European Free Trade Association,
see Operation of the Trade Agreements Program, 12th report, pp. 157-164.

*2The United States does not have a trade agreement with Portugal.
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provisions in the convention also apply to the trade in specified fish and
other marine products.

The more important provisions of the EFTA convention are those that
relate to the internal duties and quantitative restrictions maintained by
member countries. The convention provides for the gradual abolition,
during a transitional period ending before January 1, 1970, of all internal
duties on industrial commodities 13 traded between member states. Be-
cause the convention permits individual member countries to retain
their external tariffs, it was necessary to specify the industrial commodi-
ties to which the duty reductions would apply so that imports from
outside the association could not be initially shipped to a low-duty mem-
ber country and subsequently reshipped to a higher duty member coun-
try, thus avoiding the higher duty. To prevent such a practice, industrial
commodities traded within the association are, in general, to be accorded
the reduced rates of duty only if they can qualify for such treatment
under any one of the three following conditions: (1) That they have been
wholly produced within the EFTA area; (2) that they have been pro-
duced within the area of the association and the value of non-area ma-
terials used in their production does not exceed 50 percent of the export
price of thc goods; (3) that they hdave been produced within the area of
the association by speafied processes.

Reduction of the duties on industrial commodities traded between
member states which, in general, meet any one of the above-mentioned
criteria is to be made from the duties that were actually being applied
by the member states on January 1, 1960.1¢ The first reduction in the
import duties on industrial commodities took place on July 1, 1960, and
all such dutics are to be abolished before January 1, 1970.1* The timetable
for duty reductions by member countries of EFTA is shown in the fol-
lowing tabulation:

July 1, 1960 ... ... 20 percent
Jan. 1, 1962 ... ... 10 percent
July 1, 1963 .. . ... 10 percent

®The term “industrial commodities” includes all commodities except the agricultural
products and fish and other marine products specially provided for in the convention,

M Portuga!l introduced a revised tariff on Jan. 1, 1960, but the duties prescribed therein
were not actually applied until Jan, 6, 1960. The EFTA Council decided that where the
Jan. 6 rates of duty differed from the Jan. 1 rates the former would be considered the
basic rates. The basic rates of duty for Denmark are those rates applied to imports from
other EFTA countries on Mar. 1, 1960.

% Special provisions apply to the elimination of internal duties by Portugal. The normal
import duty reductions are applicable only to those products that Portugal exports in
quantities that equal or exceed 15 percent of domestic production and to certain other
specified commodities. Although Portugal is required to reduce its internal duties on all
other commodities by 20 percent on July 1, 1960, it is not required to eliminate them
completely until the end of 1979.
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Jan. 1, 1965 ... ... 10 percent

Jan. 1, 1966 ... ... ...l 10 percent

Jan. 1, 1967 .. ... ...l 10 percent
)

Jan. 1, 1968 ... ...l 10 percent

Jan. 1, 1969 .. .. ... ool 10 percent

Jan. 1, 1970 ... .. ... ... 10 percent

These prescribed reductions in internal duties may be accelerated by
decision of the Council of EFTA or by action of individual member
states.1®

Import quotas maintained for industrial commodities by the EFTA
countries vis-a-vis each other are also to be eliminated gradually. The
EFTA convention provides that quotas maintained by member states
with respect to goods imported from other member states must be in-
creased, beginning July 1, 1960, by not less than 20 percent of the quotas
existing in 1959. For those quotas which are also extended to third coun-
tries, the July 1, 1960, increase must be not less than 20 percent of that
part of the quota that relates to member states. The initial quota in-
creases mentioned above became effective on July 1, 1960, as scheduled,
and quotas which were negligible or nil were increased to a “suitable
level.” Similar increases, based on the size of the previous year’s quota, are
to become effective on July 1 of each subsequent year. All internal im-
port quotas on industrial products are to be eliminated before January
1,1970.%7 '

Besides implementing the initial tanff and quota provisions of the
EFTA convention on July 1, 1960, individual member states of the as-
sociation liberalized many of their import quotas—especially vis-a-vis
the dollar area—during the period covered by this report. In October
1959 Austria liberalized imports of a wide range of industrial commodi-
ties from the dollar area, thus increasing its level of dollar liberalization
from 40 to 45 percent. Except for some textile products, this action
eliminated—for industrial commodities—the discrimination between
imports from OEEC countries and those from the dollar area. In the
agricultural sector, dollar discrimination still remained for corn (maize),
barley, rye, and poultry. Austria’s liberalization measure of October 1959
did not affect imports from OEEC countries; the level of liberalization
for private imports from that area was already about 90 percent. One
of the principal reasons for the wide spread between Austria’s levels of
liberalization for the OEEC and the dollar areas was that a larger number
of agricultural products, especially grains, had been liberalized for the
OEEC countries but not for the dollar area.

% Internal export duties on industrial commodities, in contrast with internal import
duties on such products, are to be eliminated before Jan. 1, 1962.

Y Internal quotas for exports of industrial products to other member states are
scheduled to be eliminated before Jan. 1, 1962.
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Austria believed that liberalization of imports of grains from the dollar
area would jeopardize the country’s agricultural stabilization program,
but it nevertheless desired to accord the same treatment to such imports
from the two areas. On April 16, 1960, therefore, Austria deliberalized
imports of grains (mostly rye and feed grains) from OELC countries by
making all grains subject to state trading. Under the OLEC Code of
Liberalization, commodities that are subject to state trading are exempt
from the provisions relating to liberalization, and levels of liberalization
under that code are computed solely on the basis of private imports.
Austria’s action with respect to grains therefore resulted in a substantial
increase in the level of liberalization. for the dollar area and a substantial
decrease in the spread between the official levels of liberalization for the
OEEC and the dollar areas.

During the period covered by this report Denmark also significantly
liberalized its import trade, and effectively eliminated all significant dis-
crimination agatnst imports from the dollar area. At the end of 1959,
Danish quotas open to OEEC countries were also opened to dollar coun-
tries on equal terms, thus eliminating most of the discrimination against
dollar imports. Additional extensive liberalization took place on March
1, 1960, when many import quotas were abolished and the levels of import
liberalization were increased to about 97 percent for the dollar area and
to about 96 percent for the OEEC area. Simultaneously, Denmark revised
its rates of duty on imports of a wide variety of commodities. Although
the revised rates of duty were generally higher than the old ones, the
rates on many individual raw materials and on some semimanufactured
products were reduced. These tariff changes were made primarily so that
Denmark could adjust more readily to the competitive situation engen-
dered by the establishment of EFTA.

On July 1, 1959, Norway eliminated licensing requirements for a
number of commodities imported from both the OEEC and the dollar
areas. Many of the commodities, however, had previously been licensed
on a liberal basis, and the effect of the action on Norway’s level of trade
liberalization was therefore small. Except for a few minor commodities,
Norway eliminated all discrimination against imports from the United
States on January 1, 1960, at which time it opened to the United States
its quotas for imports of automobiles and light trucks. By June 30, 1560,
Norway’s level of liberalization was about 82 percent for imports from
the OEEC area and 92 percent for imports from the dollar area.

During the period covered by this report Sweden liberalized imports
of a number of commodities from the dollar area and, as a result, almost
completely eliminated discrimination against dollar imports. Most of the
remaining discrimination is in the agricultural sector, in which 13 groups
of commodities continue to be subject to licensing when imported from



130 TRADE AGREEMENTS PROGRAM, 13TH REPORT

the dollar area but may be freely imported from other OEEC countries.
By June 30, 1960, Sweden’s level of import liberalization exceeded 90
percent for both the OEEC and the doliar areas.

During 1959-60 Switzerland continued to maintain high and virtually
nondiscriminatory levels of trade liberalization for imports from both the
OEEC and dollar areas.'®

The period covered by this report was one of continued progress by the
United Kingdom in the field of import liberalization. During the period,
the United Kingdom freed from import control most of the remaining
commodities subject thereto, except those imported from Japan and
Soviet-bloc countries. Only a small number of commodities now re-
mains subject to restriction when imported into the United Kingdom,
and only a few imports from the dollar area are now subject to discrimi-
natory treatment.

The significant progress made by the United Kingdom in liberalizing
its import trade, resulted in the discontinuance of the British token-
import plan in November 1959, That plan, which was adopted in 1946,
permitted token shipments to the United Kingdom of specified com-
modities, the importation of which from the United States and other
hard-currency countries was generally" prohibited. The purpose of the
plan was to make it possible for eligible foreign traders—particularly
those whose branded products had become widely known to the British
public—to maintain or resume their connections in British markets.!?
From 1946 until recent years the token-import plan constituted the only
basis under which United States firms could gain access to the United
Kingdom market for a large number of specified manufactured products.
Increased liberalization of dollar imports by the United Kingdom in re-
cent years, however, significantly reduced the number of commodities
covered by the plan and on November 9, 1959, it was discontinued. Only
three commodities covered by the token-import plan remained unliberal-
ized at the time the plan was abandoned; these commodities continued
to be subject to quantitative restriction at the close of the period covered
by this report.

Other OEEC Countries

Greece
Greece’s postwar foreign trade has been characterized by a growing
trade imbalance, particularly with Western countries, which has contrib-

®0n Jan. 1, 1960, Switzerland placed in effect a new tariff schedule based on the
Brussels Nomenclature.

* In 1955 the regulations were broadened to provide that any manufacturer of an article
in a specified commodity group might apply for a share of any available quota balance
announced for that group, regardless of whether or not he was a prewar exporter to the
United Kingdom.
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uted to a serious balance-of-payments problem. Greece depends to a
large extent on exports of agricultural products for its foreign exchange.
Increased agricultural surpluses and problems in other sectors of the
country’s economy have resulted, especially during recent years, in in-
creased use of bilateral trade arrangements (including barter transac-
tions), an increased volume of trade with Soviet-bloc countries, and
increased protection of certain domestic products by the imposition or
intensification of import restrictions.

During 195960 Greece imposed restrictions on imports of textiles by
making their importation subject to advance payments equal to 280
percent of the c.if. value of the imported commodity. Coffee, sugar, and
various types of machinery and spare parts were added to a list of com-
modities (list A) for which import licenses are required. During the
early part of the period covered by this report, imports of rice were
embargoed. The embargo was subsequently lifted, and imports of rice
were subjected to licensing under regulations that limited imports to 50
percent of the quantity of rice exported from Greece. Imports of a2 num-
ber of other commodities were also made subject to license or quota during
195960, while quotas on tires and tubes were increased and the quota
on frozen meat was removed. .

During 195960 Greece placed in effect a new import tariff based on
the Brussels Nomenclature. In the new tariff, which became effective in
April 1960, many former specific rates of duty were converted to ad
valorem rates. The rates of duty in the new tariff, which include the
75-percent surtax previously levied on the basic duty, are generally higher
than those in the old tariff.

Iceland

On February 20, 1960, Iceland adopted a stabilization program that
provided for a comprehensive reorganization of the country’s economy
and its international trade policies. As part of the overall stabilization
program, Iceland abolished many special export incentives, replaced its
multiple-exchange-rate system with a single exchange rate and, in June
1960, reversed the policy of restrictive trade practices that it had main-
tained for many years. Elimination of the licensing requirement for many
commodities increased Iceland’s very low level of trade liberalization to
about 60 percent (based on imports from all countries in 1958). Quotas
were opened for the import of many additional commodities.

Turkey

Since Turkey adopted its comprehensive stabilization program in 1958
it has generally regulated the value and composition of its import trade
by means of quota programs. The third in the series of such programs,
which became effective for a 6-month period beginning August 3, 1959,
was larger in value than either of the previous two. The third import
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quota program, with a value of about $240 million, embraced three groups
of commodities. The first group, with an aggregate value of $170 million,
consisted of commodities for which individual import quotas were estab-
lished; of this total, $115 million was allocated for imports from dollar
and European Monetary Agreement countries and $55 million for im-
ports from countries with which Turkey had bilateral trade agreements.
The second group consisted of commodities that could be imported—up
to a total value of $45 million—under a newly established automatic
allocation system which made essentiality the criterion for importing. A
third group, which comprised those commodities that could be imported
freely, contained 110 more tariff items than it did during the previous
period; it was estimated that imports of commodities in this group would
be valued at about $25 million.

Turkey’s fourth import quota program, announced in February 1960,
increased to about 500 the number of liberalized tariff items and in-
creased the estimated value of imports of liberalized commodities to $75
million. The value of items on the automatic allocation list remained at
about $45 million, but the value of commodities subject to global quotas
was reduced to $130 million ($100 million for dollar and EMA countries
and $30 million for bilateral trade-agreement countries). The aggregate
value of commodities to be imported under the fourth import program
was established at about $250 million, representing an increase of $10
million over that for the preceding period. Late in the period covered by
this report, however, Turkey announced that, because of balance-of-
payments difficulties, the aggregate value of quotas for the fourth import
program had been reduced by $35 million.

THE OVERSEAS STERLING AREA

The United Kingdom is the most important member of the sterling
area, not only because of its leading trade position but also because it is
“banker” for the area and repository of the area’s official foreign-exchange
reserves. Other countries of the sterling area hold the bulk of their ex-
change reserves in sterling, and settle most of their international trans-
actions in terms of that currency.

Although each independent member of the sterling area determines its
own commercial policy, the policies of the individual member countries
are coordinated with those of the United Kingdom at the annual con-
ferences of the Commonwealth finance ministers, and a general trade
policy for rhe sterling area is formulated. Developments in the commercial
policies of the overseas sterling-area countries 20 must be viewed, there-

? Sterling-area countries other than the United Kingdom, Ireland, and Iceland. Com-
mercial policy developments in the overseas sterling area discussed in this report are
limited to developments in those member countries which are independent and which
have trade agreements with the United States.
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fore, in relation to commercial policy developments in the United King-
dom 2

The most important commercial-policy actions taken by the overseas
sterling-area countries during the period covered by this report, which
relate principally to the removal of import restrictions, were a logical
sequel to the move toward external convertibility in December 1958,
Establishment of external convertibility for sterling eliminated the justi-
fication for discrimination against dollar imports by both the United
Kingdom and other sterling-area countries. It led directly to accelerated
removal of such restrictions and to a substantial increase in the level of
import liberalization. At the beginning of the period covered by this
report the countries of the overseas sterling area maintained substantial
discrimination against imports from the dollar area; by June 30, 1960,
they had virtually eliminated such discrimination. The elimination of
discrimination against imports from the dollar area would have had little
practical significance had the levels of trade liberalization for the overseas
sterling area countries remained low. With the removal of discrimination,
however, the levels of trade liberalization in overseas sterling-area coun-
tries—already high for many of them-—were increased even further; in
some instances virtually all nontariff trade restrictions were removed.

Among the overseas sterling-area countries, Ghana, the Federation of
Malaya, and the Federation of Rhodesia and Nyasaland have achieved
the greatest progress in liberalizing their import trade. Until the beginning
of the period covered by this report these three countries maintained
substantial discrimination against imports from the dollar area. Most of
this discrimination resulted from the requirement that imports of com-
modities from dollar countries be licensed specifically, whereas commodi-
ties from sterling-area and OEEC countries generally could be freely
imported under open-general license. Most of this discrimination was
eliminated during 1959-60. By the end of the period covered by this
report, restrictions maintained by these three countries on imports from
the dollar area affected only a few commodities and were also largely
maintained vis-a-vis all other countries. In Ghana and Malaya, for ex-
ample, the few remaining restrictions that apply to imports of commodi-
ties from the dollar area are maintained primarily for reasons of health
and security. Those restrictions are also generally applicable to imports
from all other countries and are therefore nondiscriminatory. The few
import restrictions maintained by Rhodesia and Nyasaland apply princi-
pally to agricultural products and are generally not discriminatory. As a
result of the actions taken by Ghana, the Federation of Malaya, and the
Federation of Rhodesia and Nyasaland, importation of commodities into

# Commercial policy developments in the United Kingdom are discussed in the section
of this chapter on member countries of the European Free Trade Association.
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those countries is now permitted not only without discrimination but—
except for import duties—generally without restrictions of any kind.

The import policy of Australia and New Zealand is somewhat less
liberal than that of the three countries mentioned above. At the beginning
of the period covered by this report both Australia and New Zealand
maintained substantial discrimination against imports from the dollar
area. By the end of that period, however, only motor vehicles and parts
therefor were subject to discriminatory treatment when imported into
Australia and New Zealand from the dollar area. Although both Aus-
tralia and New Zealand have virtually abolished import discrimination,
they still restrict the importation of .a wide range of commodities from
all countries. Australia still requires import licenses for about 200 com-
modities; New Zealand still maintains restrictions with respect to the
majority of the commodities imported into the country.

Adequacy of foreign-exchange reserves is one of the most important of
the factors that determine the level of import liberalization for any
country. Although the remaining countries of the overseas sterling area—
Burma, Ceylon, India, Pakistan, and South Africa—have made signif-
icant progress in liberalizing their trade, they have not done so to the
same extent as the first group of countries mentioned above because of
their need to conserve foreign exchange. Nevertheless, Burma, India,
Pakistan, and South Africa have eliminated discrimination, except for
a few commodities, against imports from the dollar area; all but South
Africa, which had abolished its discriminatory import practices a few
years earlier, did so during the period covered by this report. Nondis-
criminatory restrictions applied by these overseas sterling-area countries
have also been relaxed somewhat, but, in general, they still remain quite
restrictive. In many instances the nondiscriminatory restrictions that
these countries maintain are merely technical; that is, although licenses
are required for imports, such licenses are often freely issued. In other
instances import licenses are freely issued, but only within the limits of
an overall import exchange quota.

MEMBER COUNTRIES OF THE PROPOSED LATIN AMERICAN
FREE TRADE ASSOCIATION

The Commission’s 12th report on the operation of the trade agree-
ments program discussed in some detail the history of the studies and
negotiations that have been undertaken with a view to creating a Latin
American regional market.?? These studies and negotiations culminated
in February 1960 when seven Latin American countries—Argentina,
Brazil, Chile, Mexico,?® Paraguay, Peru, and Uruguay—signed the Mon-

# See Operation of the Trade Agreements Program, 12th report, pp. 164-166.
¥ Mexico is the only signatory country that is classified as a dollar country by the IMF.
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tevideo Treaty, which provides for the creation of a Latin American Free
Trade Association. The treaty will enter into force for the first three
ratifying countries 30 days after the deposit of the third instrument of
ratification, and for the other signatories, 30 days after their respective
instruments have been deposited. It is to remain open for signature by
other Latin American countries that may wish to join the association.
By the end of the period covered by this report no signatory country had
deposited its instrument of ratification.

The treaty for the creation of the Latin American Free Trade As-
sociation provides for the reduction and elimination, during a 12-year
transitional period, of substantially -all import duties and restrictions on
existing trade between member countries. Like the member countries of
the European Free Trade Association, but unlike those of the European
Economic Community, member countries of the proposed Latin Ameri-
can Free Trade Association will retain their individual external tariffs
vis-a-vis third countries. Reduction and elimination of import duties and
other trade restrictions by members of LAFTA is specifically required
only for those commodities actually traded between member countries.
Commodities for which the duties are to be reduced will be the subject
of periodic negotiations, and reductions may be applied unevenly to the
commodities involved as long as the prescribed minimum average re-
ductions are made. The only provision for eliminating restrictions on
commodities not actually traded between member states is that member
states shall endeavor to liberalize them. The extent to which member
states will liberalize them will depend on the results of negotiations be-
tween member countries.

Four member countries of the proposed Latin American Free Trade
Association~—-Brazil, Chile, Peru, and Uruguay—are contracting parties
to the General Agreement on Tariffs and Trade and thus have trade-
agreement obligations with the United States under that agreement.
Argentina and Paraguay are parties to bilateral trade agreements with
the United States. Mexico and the United States have no trade-agree-
ment obligations with each other.?* All of the member countries of the
proposed LAFTA are members of the International Monetary Fund,
which encourages the simplification or abolition of multiple-exchange-
rate systems, and seeks in other ways to create and maintain orderly
exchange procedures. The Fund also advises the Contracting Parties to
the General Agreement whether individual contracting parties that are
also members of the Fund are in a position to relax or remove quantitative
import restrictions that they maintain for balance-of-payments reasons.

* Because the United States has no trade-agreement obligations with Mexico, com-
mercial policy developments in the LAFTA area discussed in this report are not generally
applicable to that country.
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As the member countries of the proposed LAFTA have progressed
toward the formation of a free-trade area, they have also continued to
simplify or eliminate many of their trade restrictions and multiple-
exchange practices, which they are cbliged to do as members of the Inter-
national Monetary Fund or as contracting parties to the General Agree-
ment. Few of these countries now maintain licensing requirements or
impose other quantitative restrictions on imports. During the period
covered by this report, Peru abolished its remaining quantitative restric-
tion—that on imports of automobiles. Uruguay climinated the quotas
for many commodities, and for some, the licensing restrictions, but it still
prohibits the importation of certain-other commodities. Licensing and
other quantitative restrictions maintained by member countries of the
proposed LAFTA with respect to imports from most areas of the world,
including the dollar area, now consist chiefly of those maintained by
Uruguay, those maintained on nonessential or luxury goods by Brazil,
and those which are the subject of bilateral agreements.

For many years maintenance of multiple exchange rates constituted
one of the most important methods by which member countries of the
proposed ILAFTA controlled the quantity and composition of their im-
ports. At the end of 1955, for example, 3ix of the seven member countries
of LAFTA maintained multiple-exchange-rate systems.2% In recent years,
however, these countries have abandoned their multiple-exchange-rate
systems and replaced them with unitary-rate systems. Significant changes
in exchange-rate systems during the period covered by this report in-
cluded the elimination by Peru of its dual fluctuating exchange rates and
their replacement by a single fluctuating rate, and the virtual establish-
ment of a unitary exchange rate by Uruguay.?® By the end of the period
covered by this report, therefore, all member countries of the proposed
LAFTA except Uruguay and Brazil maintained unitary exchange rates.

Although most LAFTA countries have largely eliminated quantitative
restrictions and multiple-exchange rates, they still maintain import
restrictions, principally in the form of prior import deposits and import
surcharges; in many instances thesc restrictions have been intensified to
compensate for the elimination of other restrictions. During the period
covered by this report Argentina, which maintains a unitary exchange
rate and, in general, no quantitative restrictions, eliminated the re-
mainder of its requirements for prior import deposits and freed many
commodities from import surcharge requirements. Import surcharges
now constitute Argentina’s principal method (other than import duties)

% Peru maintained dual rates of exchange.

* Presumably the only reason Uruguay is not officially classified as having a unitary
rate of exchange is that it levies export taxes on exchange proceeds rather than on the
value of the exports themselves and therefore, in effect, maintains multiple export rates.
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of restricting imports, but these surcharges will be combined with the
regular import duties in the new tariff schedule which is being prepared.
During 195960 Chile reduced the level of required prior deposits for a
wide range of imported commodities and, for others, eliminated the de-
posit requirement. However, it imposed surcharges on imports of com-
modities for which the prior-deposit requirement was eliminated.
Paraguay also increased the level of its import surcharges, but sub-
stantially reduced the level of required prior import deposits for most
commodities and eliminated them entirely for a few others. Aside from
import duties, the principal restrictions on commodities entering Peru
from most countries are import surcharges, many of which were elimi-
nated during 1959-60. During the period covered by this report Uruguay
imposed prior-deposit requirements for most imported commodities as it
relaxed other restrictive elements in its import program.

The need to conserve foreign exchange is, of course, one of the basic
reasons for employing a system of import deposits or import surcharges.
The trend during 1959-60, as well as during other recent years, has been
toward the use by certain Latin American countries of prior-import-de-
posit systems and import surcharges as a means of restricting imports.
The degree of restriction of any particular method formerly more ex-
tensively employed by these countries to control their import trade
usually varied, depending on the type of commodity imported. Elimi-
nation or decreased use of those types of restrictions (licensing, quotas,
multiple exchange rates) without the imposition of prior import deposits
or import surcharges which similarly varied in their degree of restriction
by commodity would have resulted in increased imports of less essential
commodities at the expense of vital exchange reserves. It is important to
note, therefore, that the degree of restriction of the now more prevalent
types of import restrictions—import deposits and surcharges—con-
tinues to vary greatly, depending on the type of commodity imported.
The principal significance of the recent changes lies in the simplification
of import restrictions in general and in the elimination of many of their
discriminatory features rather than in a decrease in their total restrictive
effect.

OTHER NONDOLLAR COUNTRIES

Certain other nondollar countries with which the United States has
trade-agreement obligations are not members of OEEC, the sterling area,
or the Latin American Free Trade Association, but, like many of the
countries in those three groups, they need to conserve their foreign ex-
change. These countries, three of which are contracting parties to the
General Agreement and members of the IMF, are Finland, Indonesia,
Iran, and Japan.?" Of these four countries, only Indonesia maintains

# Iran is 2 member of the IMF only.
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a multiple-exchange-rate system. All of them, however, maintain import
restrictions, some of which are discriminatory. During the period covered
by this report the four countries mentioned above made significant
progress in reducing those restrictions and their discriminatory aspects.

On January 1, 1960, Finland eliminated its discriminatory treatment
of many commodities imported from France, Canada, and the United
States by (1) extending to those countries—for many commodities—the
same license-free import treatment that it already accorded imports from
most Western European countries and (2) by permitting them to export
to Finland under global quotas which had previously been open only to
most Western European countries. Although Finland still discriminatces
in its licensing and quota arrangements, principally to enable it to fulfill
its bilateral trade-agreement commitments, imports from the United
States and Canada now generally receive the same treatment as imports
from most Western European countries.?8

Inadequate foreign-exchange reserves have been the principal reason
for the continued restrictiveness of Indonesia’s foreign-trade policy. Dur-
ing the period covered by this report all imports into and exports from
Indonesia continued to be subject to licensing. Indonesia has concluded
a number of bilateral trade agreements, and issuance of licenses for im-
ports to {ulfill commitments under those agreements results in effective
discrimination against other countries. Major developments in Indonesia’s
trade policy during the period 1959-60 included the devaluation of the
exchange value of the country’s currency, the elimination of the require-
ment for prior import deposits for individual commodities,?® and the
modification—and for some transactions the increase—of the country’s
varying import exchange surcharges. Maintenance of such exchange sur-
charges results in multiple exchange rates on the import side.

Iran, which maintains a single exchange rate for all transactions, per-
mits the importation of “authorized” commodities without restriction.®®
“Authorized” commodities include all commodities except those specifi-
cally prohibited and a few others that are subject to special regulations.
Each year Iran establishes a global quota for the importation of “author-
1zed” commodities, but the size of the quota is an indication of the total
value of “authorized” commodities that Iran expects to import rather
than a restriction on the level of imports of particular commoditics. Any

%2 A new Finnish tariff, based on the Brussels Nomenclature, became effective on June
1, 1960. ’

®The requirement that all importers must maintain a deposit with the Ministry of
Trade, before they are permitted to import any commodity, was retained.

® Although import licenses are prerequisite to the importation of authorized com-
modities, they are required only to effect the release of such commodities from customs;
they are issued automatically upon submission of documents showing that payment for
the imports has been or will be made through an authorized bank.
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subsequent increase in the size of the established global quota is made,
however, on the basis of the availability of foreign exchange. For the
12-month period March 22, 1959-March 21, 1960, the value of the global
quota for “authorized” commodities was significantly higher than that
established at the beginning of the previous period, but somewhat smaller
than the actual value of imports during that period. Only minor changes
were made in the list of “prohibited” commodities. Import regulations
adopted for the 12-month period March 22, 1960-March 21, 1961, in-
clud..i some changes, the most important of which was the addition of a
number of commodities to the prohibited list. The principal area of
discrimination in Iran’s import trade relates to commodities on the pro-
hibited list, which may be imported only from countries with which ITran
has bilateral agreements and only to the extent spectfied in those agree-
ments.

Japan regulates the aggregate value of its imports by means of import-
exchange budgets, which are announced twice each year. During the
period covered by this report each of those budgets was successively
larger than the previous one; that for the period April 1, 1960-September
30, 1960, was the largest in Japan’s history. Licenses are required for all
imports into Japan. Within the scope of the import budget, various licens-
ing categories are established which differ in their restrictive or discrimi-
natory effect. For imports of commodities listed in one particular licensing
category, however, licenses are automatically issued. During the period
covered by this report the number of commodities in that category was
increased by more than 300, and the amount of exchange allocated to the
category by each of the import budgets was successively greater. Licenses
to import in excess of the amount of exchange initially allocated to the
category are generally approved, so that in effect the commodities listed
therein may be freely imported.

Importation of commodities into Japan under other licensing categories
1s generally subject to more restrictive regulations, some of which dis-
criminate against imports from the United States and other countries.
During the period covered by this report, however, Japan eliminated the
discrimipation against some imports from the dollar area. Much of the
remaining discrimination results from Japan’s extensive network of
bilateral trade agreements, many of which provide for the importation of
specified quantities of listed commodities from particular countries.
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