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Foreword

This, the 12th report of the U.S. Tariff Commission on the
operation of the trade agreements program, covers the period from July 1,
1958, through June 30, 1959. The 12th report has been prepared in
conformity with the provisions of seétion 350(e)(2) of the Tariff Act
of 1930, as amended, which requires the Tariff Commission to submit to
the Congress, at least once a year, a factual report on the operation
of the trade agreements program. ;/' Before the passage of the Trade
Agreements Extension Act of 1955, various Executive orders had
directed the Commission to prepare similar annual reports and to submit
them to the President and to the Congress.

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

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

contracting parties that desire to fenegotiate concessions in their

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




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

agreements.
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Chapter 1

U.S. Trade Agreements Leglslation

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

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

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

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

2/ L8 stat. Sh3.

3/ 65 Stat. 72. ,

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

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




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

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

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

equivalent to 50 percent ad valorem.

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



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

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

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

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

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



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

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

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

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

for the first time later than June 30, 1966.



Authority to Increase Rates of Duty

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

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

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

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

thereof to the domestic industry concerned.

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



Escape-Clause Provislons

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

Section 7 of the Trade Agreements Extension Act of 1951, as amended
(which established a statutory escape-clause procedure), provides that
the Tariff Commission, upon the request of the President, upon resclution
of either House of Congress, upon resolution of either the Senate
Committee on Finance or the House Committee on Ways and Means, upon its
own motion, or upon application by any interested party, must promptly
conduct an investigation to determine whether any product on which a
trade-agreement concession has been granted is, as a result, in whole
or in part, of the customs treatment reflecting such concession, being
imported in such increased quantities, either actual or relative, as to
cause or threaten serious injury to the domestic industry producing
like or directly competitive products. In arriving at its findings and
conclusions, the Commission is required to consider several factors
expressly set forth in section 7(b) of the extension act of 1951, as
amended.

Should the Commission find, as & result of its investigation, the
existence or threat of serious injury as a result of increased imports,
elther actual or rélative, due, in whole or in.part, to the customs
treatment reflecting the concession, it must recommend to the President,
to the extent and for the time necessary to prevent or remedy such

injury, the withdrawal or modification of the concession, or the



suspension of the concession in whole or in part, or the establishment
of an import quota.

The Commission mqst immediately make public its findings and
recommendations to the President, including any dissenting or separate
findings and recommendati;ns, and must publish a summary thereof in the

Federal Register. When, in the Commission's judgment, there is no

sufficient reason to recommend to the President that a trade-agreement
concession be modified or withdrawn, the Commission must make and publish
a report stating its findings and conclusions.

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

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

required to place in effeet the Commission's recommendation.



Peril-Point Provisions

The Trade Agreements Extension Act of 1958 continues the statutory
requirements for so-calléd peril-point determinations in connection with
proposed trade-agreement negotiations, but makes certain changes in and
additions to the peril—poiné procedure. The peril-point provisions of
the Trade Agreements Extension Act of 1951, as amended, require the
President, before entering into any trade-agreement negotiation, to
transmit to the Tariff Commission a list of the commodities that may be
considered for concessions. The Commission is then required to make an
investigation, in the course of which it must hold a public hearing,
and to report its findings to the Presidemt on (1) the maximum decrease
in duty, if any, that can be made on each listed commodity without causing
or threatening serious injury to the domestic industry producing like or
directly competitive products; or (2) the minimum increase in the duty
or the additional import restrictions that may be necessary on any of the
listed products to avoid serious injury to such domestic industry. The
President may not enter into a trade agreement until the Gommission has
submitted its report to him or until the expiration of the period
specified for completion by the Tariff Commission of its peril-point
investigation, Should the President conclude a trade agreement that
provides for greater reductions in duty than the Commission specifies in
its report, or that fails to provide‘for the minimum increase in duty or
the additional import restrictions specified, he must transmit to the
Congress a copy of the trade agreement in question, identifying the

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

the Tariff Commission’s findings.



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

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

industry producing like or directly competitive articles.
National Security Provision

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

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

1/ Now the Office of Civil and Defense Mobilization (OCDM).



10

that any article is being imported into the United States in such
quantities as to threaten to impair the national security, he shall so

' advise the President. ' If the President agrees that there is reason for
such bellef, he shall cause an immediate investigation to be made to
determine the facts. If, on the basis of such investigation and of
findings and recommendations made in connection therewith, the President
finds that the article is being imported in such quantities as to
threaten to impair the national security, he shall take such action as
he deems necessary to adjust imports of the article to a level that will
not threaten to impair the nétional security.

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

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

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

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

the national security.
Other Provisions

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

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

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

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

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

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

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

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

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




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

period covered by this report.

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

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




Chapter 2

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

INTRODUCTION

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

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

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

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

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

At the close of the period covered by this report, the General
Agreement embraced the eriginal agreement concluded by the 23 countries
that negotiated at Geneva in 1947; the Annecy Protocol of 1949, under
which 10 additional countries acceded to the agreement, the Torquay
Protocol of 1951, under which 4 other countries acceded; and the
Protocol of Terms of Accession of Japan, under which that country
acceded in 1955. Indonesia, on behalf of which the Netherlands
negotiated concessions at‘Geneva in 1947, became an independent con-
tracting party in 1950. Ghana and Malaya became contracting parties
in 1957 after they were sponsored by the United Kingdom under the
provisions of article XXVI. At one time or another during the period
commencing with the Geneva Conference in 1947 and ending June 30, 1959,
a total of 41 countries became contracting parties to the General
Agreement. Four of these countries--the Republic of China, Lebanon,
Livberia, and Syria, all <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>